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1.

SIGNIFICANT ACCOUNTING POLICIES

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of Accountants
("HKSA"). The accounts are prepared under the hisforical cost
convention except that, as disclosed in the accounting policies below,

certain properties and investments in securities are stated at fair value.

The consolidated accounts include the accounts of the Company
and its subsidiary companies made up to 31 December. The results
of subsidiaries acquired or disposed of during the year are
consolidated from or up fo their effective dates of acquisition or

disposal, respectively.

All significant intercompany transactions and balances within the

Group are eliminated on consolidation.

In the current year, the Group adopted the new Statement of Standard
Accounting Practice ["SSAP") 12 “Income Taxes” issued by the HKSA
which is effective for accounting period commencing on or affer

1 January 2003.

The accounting policies set out below have taken into account the

adoption of the new standard.

In prior year, deferred tax was accounted for at the current taxation
rafe in respect of timing differences between profit as computed for
faxation purposes and profit as stated in the accounts fo the exfent
that a liability or an asset was expected to be payable or recoverable
in the foreseeable future. The adoption of the new SSAP 12 represents
a change in accounting policy, which has been applied refrospectively
so that the comparatives presented have been restated to conform fo

the changed policy.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The effect of the change was a decrease in the opening
refained earnings and an increase in reserves at 1 January 2003
amounting fo HK$141,912,000 (2002: HK$121,000,000) and
HK$8,231,000 (2002: HK$11,769,000) respectively. The profit
and reserve movement for the year ended 31 December 2002
has been reduced by HK$20,912,000 and HK$3,538,000

respectively.

The amount includes the share of a prior year adjustment made by a
listed associated company in respect of the adoption of the new
SSAP12 in the inferim accounts. The listed associated company
subsequently adjusted the prior year adjustment in the second half
year. The effect of the Group's share of this adjusiment in the second
half year is a further decrease in opening retained earnings
and reserves at 1 January 2003 of HK$140,915,000 (2002:
HK$129,669,000) and HK$35,000 (2002: HK$35,000)

respectively.

An associated company of the Group has made a prior year
adjustment in respect of share of loss of its associated company. The
Group's share of the prior year adjustment was a decrease in
opening retained eamings at 1 January 2003 of HK$5,905,000
(2002: HK$5,905,000). There was no effect on the profit for the
year ended 31 December 2002 and 2003.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The Stock and Futures Exchange trading rights and expenditures on
computer software that is not an integral part of the related hardware
are capitalized as infangible assets and amortized using the straight-
line method over their estimated useful life of five years. Where an
indication of impairment exists, the carrying amount of the intangible

asset is assessed and written down to its recoverable amount.

Fixed assefs other than investment properties (note 1(d)) and other
properties are stated at cost less accumulated depreciation and any
accumulated impairment loss. Other properties are interests in land
and buildings and are sfated at cost or valuation less accumulated

depreciation.

Depreciation of fixed assets is provided on a straightline basis over

their estimated useful lives as follows:

Leasehold properties
land — over the remaining ferm of the
lease, including the period for

which a right of renewal is

affached
Buildings
Under long lease — 3% per annum
Under medium-erm —  over the remaining term of the lease
lease

Furniture and equipment - 10% to 30% per annum
long leases and mediumerm leases are defined as leases having
not less than 50 years and leases between 10 years to 50 years fo

run respectively.

Maior costs incurred in restoring fixed assefs fo their normal working
condition are charged to the profit and loss account. Improvements
are capifalized and depreciated over their expected useful lives to

the Group.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The gain or loss on disposal of a fixed asset is the difference between
the net sale proceeds and the carrying amount of the relevant asset,

and is recognized in the profit and loss account.

Investment properties are interests in land and buildings in respect of
which construction work and development have been complefed and

which are held for their investment potential.

Investment properties held on leases with unexpired periods greater
than 20 years are included in fixed assets at their open market value
on the basis of annual professional valuation. Changes in the value
of investment properties held by the Company and its subsidiary
companies are dealt with as a movement in the investment property
revaluation reserve. If the total of this reserve is insufficient to cover a
deficit on a portfolio basis, the amount by which the deficit exceeds
the toftal amount in the investment property revaluation reserve is
charged to the profit and loss account. If a deficit has previously
been charged o the profit and loss account and a revaluation surplus
subsequently arises, the surplus is credited to the profit and loss account

fo the extent of the deficit previously charged.

Investment properties held on leases with unexpired periods of 20

years or less are depreciated over the remaining portion of the leases.

Upon the disposal of an invesiment property, the relevant portion of
the revaluation reserve realized in respect of previous valuations is
released from the investment property revaluation reserve to the profit

and loss account.

A subsidiary is an enferprise in which the Company, directly or
indirectly, holds more than half of the issued share capital, or controls
more than half of the voting power, or where the Company confrols

the composition of its board of directors or equivalent goveming body.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Investments in subsidiary companies are included in the Company's
balance sheet at cost less impairment, if any, for permanent diminution
in value. The results of subsidiary companies are accounted for by

the Company on the basis of dividend received or receivable.

An associated company is a company, not being a subsidiary
company or a joint venture, in which the Group holds an equity
interest for the long term and exercises significant influence in ifs

management.

The consolidated profit and loss account includes the Group’s share
of the post-acquisition results of the associated companies for the
year, and the consolidated balance sheet includes the Group's share
of the net assets of the associated companies and the unamortized
goodwill/negative goodwill on acquisition of the associated

companies.

In the Company’s balance sheet the investments in associated
companies are stated af cost less impairment, if any, for permanent
diminution in value. The results of associated companies are accounted

for by the Company on the basis of dividend received or receivable.

A joint venture is a contractual arrangement whereby the Group and
other parties undertake an economic activity which is subject to joint
control and over which none of the participating parties has unilateral

control.

Joint venture arrangements which involve the establishment of a
separate enfity in which each venturer has an interest are referred o

as jointly controlled entities.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The Group's inferests in jointly controlled enfities are included in the
consolidated balance sheet at the Group's share of the net assets of
the jointly confrolled entities and the unamortized goodwill /negative
goodwill on acquisition. The Group's share of postacquisition results
of jointly controlled entfities is included in the consolidated profit and

loss account.

Investments which are held for nonrading purposes are stated at fair
value or estimated fair value at the balance sheet date on an individual
investment basis. Changes in the fair value of individual securities
are credited or debited fo the investment revaluation reserve until the
securities are sold, or are determined to be impaired. Upon disposal,
the cumulative gain or loss representing the difference between the
net sales proceeds and the carrying amount of the relevant securifies,
together with any surplus/deficit transferred from the investment

revaluation reserve, is dealt with in the profit and loss account.

Transfers from the investment revaluation reserve fo the profit and loss
account as a result of impairments are written back in the profit and
loss account when the circumstances and events leading to the

impairment cease to exist.

Goodwill or negative goodwill arising from consolidation represents
the excess or the shortfall of the purchase consideration over the fair
value of the Group’s share of the separable nef assets af the date of
acquisition of subsidiaries and associated companies. Goodwill/
negative goodwill on consolidation are amortized by equal instalments

over its estimated useful economic life of five years.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Any goodwill or negative goodwill on the acquisition of an inferest in
a jointly controlled entity, representing the excess or shortfall
respectively of the purchase consideration over the fair value ascribed
fo the Group's share of the separable net assets of the jointly controlled
entity at the date of acquisition is dealt with in the same manner as
that described above except that goodwill /negative goodwill arising
on acquisition of a jointly controlled entity with specified operation

period is amortized over its remaining joint venture period.

Where an indication of impairment exists, the carrying amount of

goodwill is assessed and written down fo its recoverable amount.

Listed and marketable securities held by the Group to facilitate ifs
block trading, arbitrage and underwriting operations are stated at
market value. The results from such activities, which include unrealized
gains less losses arising from valuation at the balance sheet date of

securities on hand, are dealt with in the profit and loss account.

The credit of trade receivables including secured margin loans and
secured term loans are approved and reviewed by either the Credit
and Risks Management Committee or the Executive Committee. Clients
are normally required to provide additional margin or securities

whenever there are any shortfalls in their accounts.

Specific provisions are made for doubtful debts as and when they
are considered necessary by the Credit and Risks Management
Committee or the Executive Committee. Trade receivables in the

balance sheet are sfafed net of such provisions.

Cash and cash equivalents represent cash on hand, deposits with
banks which are within three months of maturity when acquired, less

bank overdrafts.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

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

is not recognized but is disclosed in the notes to the accounts.

Transactions in foreign currencies are translated at exchange rates
ruling af the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
franslated at the rates of exchange ruling at the balance sheef date.
Exchange differences arising in these cases are dealt with in the

profit and loss account.

The balance sheet of subsidiaries, jointly controlled entities and
associated companies expressed in foreign currencies are translated
at the rates of exchange ruling at the balance sheet date whilst the
profit and loss is translated at an average rate. These exchange

differences are dealt with as @ movement in the exchange reserve.

The principal activities of the Group are securities, leveraged forex,
bullion, commodities and futures broking, provision of online financial
services and online financial information distribution, money lending
including the provision of ferm loans, share margin financing, financial
planning and wealth management, fund management, corporate
finance, property investment and insurance consultancy. Turnover
includes gross brokerage, commission, interest, dividends, rental and
service income; and the following stated net of losses: profit from
frading in securities, income from bullion transactions and differences

on foreign exchange transactions.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Business segment is presented as the primary report format for segment
reporting. Interest income and finance cost are included in segment

revenue and segment results respectively.

Brokerage income recognized in the accounts represents brokerage
income accrued on all broking transactions traded on or before 31

December.

Realized and unrealized profits and losses from trading in securities

is recognized on a trade date basis.

Inferest income is accrued on a fime proportioned basis.

Dividend income from investments is recognized when the

shareholders' right o receive payments has been established.

Rental income is recognized on all leases on the sfroithine method
over the lease term regardless of when the cash rental payment will

be received.

Profits or losses on trading in foreign currencies include both realized
and unrealized gains less losses and charges less premium arising
from position squaring and valuation at the balance sheet date of

foreign currency positions on hand.

Borrowing costs that are directly aftributable to the acquisition,
construction or production of an asset that necessarily fakes a substantial
period of time fo get ready for its intended use or sale are capitalized
as part of the cost of that asset. All other borrowing costs are charged

to the profit and loss account in the year in which they are incurred.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Employee entillements to annual leave are recognized when they
accrue to employees. A provision is made for the estimated liability
for annual leave as a result of services rendered by employees up fo

the balance sheet date.

The Group operates defined contribution retirement schemes, the assets
of which are held in independent administrated funds. The Group's
contributions to the defined contribution retirement scheme are
expensed as incurred and are reduced by contributions forfeited, if
applicable, by those employees who leave the scheme prior fo vesting

fully in the confributions.

Deferred tax is provided in full, using the liability method, on temporary
differences arising between the tax bases of assets and liabiliies and
their carrying amountfs in the financial statements. Deferred tax assets
are recognized to the extent that it is probable that future taxable
profit will be available against which the temporary difference can

be utilized.

Leases where substantially all the rewards and risks of ownership of
assefs remain with the leasing company are accounted for as operating
leases. Rentals applicable to such operating leases are charged to

the profit and loss account on a siraightline basis over the lease ferm.

leases that substantially fransfer to the Group all the risks and rewards
of ownership of assets are accounted for as finance leases. Finance
leases are capitalized at the inception of the lease at the lower of the
fair value of the leased assets or the present value of the minimum
lease payment. Each lease payment is allocated between the capifal
and finance charges so as to achieve a consfant rate on the capital
balances outstanding. The corresponding rental obligations, net of
finance charges, are included in long term liabilities. The finance
charges are charged to the profit and loss account over the lease

periods.

Assefs held under finance leases are depreciated over the shorter of

their estimated useful lives or the lease periods.
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2. TURNOVER AND SEGMENT INFORMATION

The Group has main business segments as follows:

— Securities broking and dealing — provision of securities broking, trading
in securities, financial planning and wealth management services

including online broking and financial information services.

— Forex, bullion, commodities and futures — provision of deo|ing and broking

services in leveraged forex, bullion and futures.

— Margin finance and other financing services — provision of securifies

margin financing and insurance broking services.

— Term loans — provision of term loans fincmcing.

— Corporate finance and others — provision of corporate finance and

advisory services, investments and properties holding.

As both the turnover and contribution to profit before tax of securities dealing
activity amounted to HK$9,272,000 (2002: HK$2,857,000) and
HK$ 11,874,000 (2002: HK$42,000 loss) respectively were below 10%
of the fotal, this segment was reclassified under securities broking activity
and renamed as securities broking and dealing in the current year with

comparafive figures restated accordingly.

No analysis of geographical segments is presented as the contribution to

turnover and results of operations outside Hong Kong is below 10%.
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2. TURNOVER AND SEGMENT INFORMATION (Cont'd) 2. BXERDSEEHR (B)

2003
Margin
Forex, finance
Securities bullion, and other Corporate
broking commodities financing finance
and dealing and futures services and others
#EEL HE EE- BEHFR Term loans bEUE Total
REE EEVEES At ERER BRER Rif #it

HK$'000/T#7%  HK$'000/F#7%  HK$'000/T#7%  HK$'000/FA7%  HK$'000/F%7%  HK$'000/F 7%

Tumover BEE 189,395 130,292 168,271 89,867 373,245 951,070
Less: infrcrsegment fumover W AEREEE (3,912) (1,387) (25,248) (18,505) (234,557 (283,609)

185,483 128,905 143,023 71,362 138,688 667,461

Operating profitafter finance costs BRRERAGEEGEH 22,169 16,347 64,263 64,523 (24,156) 143,146
Share of proffs and losses and amoriization RN RERAAS

of goodwill/negaive gooduil B/ aEE

- Associated companies -BENA 156,608

- Joinfly confrolled enies ~£REHAT 1
Profit before taxction BR AR 299,755
Segment assefs PEEE 914,578 744,476 1,328,914 350,685 919,374 4,258,027
Deferred fox assels ELHEEAE - - - 8,423 1,430 9,853
Toxation recoverable feliE - - - 5215 = 5215

914,578 744,476 1,328,914 364,323 920,804 4,273,095

Invesiments in associated companies BenaRE 2,373,765
Invesiments in joinfy confrolled enties ERABHARRE 937
Total assets BEE 6,647,797
Sogren bl HERE 691877)  (598286)  (260175) (16024  (558,664) (2,125026)
Toxafion payable ERTE (5,487) (2,007) (5,052) - (12,998) (25,544)
Deferred fox liabilfies ELHERE (1,350) - - - (2,506) (3,856)
Minorly iteresls SERR R (794) - - - (617) (1.411)
Total liabilfies 28 (699,508)  (600,293)  (265,227) (16,024)  (574,785) (2,155,837)
Capial expenditures LS 2,323 805 248 9 44,192 47,511
Amortizafion and depreciafion BALTE 2975 880 423 10 16,040 20,328
Impaiment charge BEE - - - - 6,524 6,524

Other noncash expenses EineER 529 2954 31,201 - 80,256 114,940
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2. TURNOVER AND SEGMENT INFORMATION (Cont'd)

2. ERXBERSTEER (R

2002
Mergin
Forex, finance
Secuties bullon, ond other Corporcie
bfok\ﬂg Com'ﬂodmes fﬂoﬂc\ﬂg fﬂoﬂce
and dedling and futues senvices and ohers
FHER SE-ES BHERHR Term loans TERE Total
REE ARREE 2 REH EHER Rt @i
HK$000/ T HK$000/F A7 HK$000/FA  HKS000/FEm  HKS000/FAT  HK$000/THER
Tumover EX% 127,302 83,395 139,398 179,983 325,150 855,228
Less: infrcrsegment fumover B AEREEE 5,583) (2.413) 32,035) (3,604 (247 289) (291,014)
121719 80982 107,363 176,289 77861 564214
Operating profitafter finance costs BRBENAREEET 20,058) 2728 19,888 81,828 41990 126,376
Share of proffs and losses and amoriization of RN RERAAS
goodwill/negative goodwil BR/AHE
- Associated companies -BERT 113,502
- Joinfly confrolled enies ~LEEHAR (5,170]
Profit before taxction BR AR 234,708
Segment assefs NELE 257 748 395,183 086,725 540,380 725,074 2905,110
Deferred tox assets BEHEEE - - - 4752 - 4752
Toxation recoverable WA | 346 2432 2,591 /721 6,091
257 749 395,529 089,157 547723 725,795 2915953
Invesiments in associated companies BENRRE 2,204,019
Invesiments in joinfy confrolled enties RREHAARE 93,985
Total asses BEE 5213957
Segment liabilies AEER (135,366) (304,111) (35,117) (17,501 237,368) 729.463)
Toxafion payable ERHE ©) [416) 830) - 6,173) [7.425)
Deferred tax licbilfies EEHESE (1,633) 85) - - (7,203) (8,921)
Minoriy inferests PERRER [790) - - - (644) (1,434)
Total liabilfies BEE (137.795) 304,612) (35,047) (17,501 251,388) (747.243)
Capial expenditures LS 35 = - - 17,75 17,791
Amoriizafion and depreciafion BHERiTE 782 - - - 17,792 18,574
Impaiment charge {EEH = = = = 11,686 11,686
Other noncash expenses EbFREER 28,289 3,097 2998 20,137 8,874 63,395




OTHER INCOME

3. Hfttlz

HK$’000/F & T

Annual Report 2003 =O O = F F i
Group
%
2003 2002
HK$'000/F % 7T

Amortization of negative goodwill on
acquisition of subsidiary companies

Loss arising from default of loan
agreement with Millennium Touch
Limited written back

Net exchange gains

Profit on disposal of an associated company

Profit on disposal of other investments

Provision for doubtful debts written back

Revaluation deficit of an investment
property written back

Miscellaneous income

BN EREB AR
anga

& Millennium Touch Limited
RETERBHEMEEZ
ErE R

bE 3% W

B & AR Z & T

B A& & 2 i F

R AR 2R E

HEMEER
RE H [

HIERA

3,829 2,812
26,412 =
= 627
1,146 2,001
= 1,119
42,036 21,103
200 =
9,285 9,023

82,908 36,685
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OTHER EXPENSES 4. HiWEH
Group
=M
2003 2002
HK$’000/F i 7t HK$'000/F % 7T
Fixed assets and infangible assets written off Bl E & E N B E EME = 5,905
Loss arising from default of loan agreement & Millennium Touch Limited >k & 1T
with Millennium Touch Limited BEXmamEE 2 EE - 10,110
Net exchange losses bE 5% 5 R 40
Net loss on disposal of other investments HEEMIRE 2 FER 6,302
Permanent impairment of other BEEREEGH#EBZ
investments transferred from H A B KA
investment revaluation reserve BEAR 6,524 11,686
Provision for diminution in value of —Ht & R EDRE
an associated company R 21,892
Provision for inferest and legal cost BB R R
in respect of litigation with New World ERARIFAZ
Development Company Limited * MBREERBEREE" 58,364
Provision for doubtful debts AR 34,684 44,471
Revaluation deficit of investment property REWEEHRE = 2,909
127,806 75,081

On 1 April 2004, the High Court of Hong Kong awarded a judgment (the “Judgment’)
in favour of New World Development Company Limited ("NWDC") against Sun
Hung Kai Securities Limited ("SHKS") following legal proceedings regarding a joint
venture in respect of land and two hotels in Kuala Lumpur, Malaysia. The Judgment
was for a principal amount of HK$80,117,652.72 together with interest of
HK$25,416,365.50 and interest at judgment rate from 16 December 1998 until
payment, and costs (together estimated by the Company to be in the region of
approximately HK$ 159 million).

SHKS has since year 2000 booked as "Other Investments” an amount of
approximately HK$ 118 million including payments already made to NWDC in a
total sum of HK$35.3 million. Addiﬁono”y, a provision of HK$18.7 million for
inferest was made in 2000. A further provision of HK$58,364,000 has been
made in these accounts in respect of interest and legal costs.

SHKS is currently seeking legal advice as to the Judgment and, subject fo legal
advice, infends to appeal against the Judgment.

The Company's present understanding of the Judgment is that SHKS now has an
effective 12.5% interest, including its share of shareholders’ loans, in a completed
project in Kuala Lumpur consisting of two first class hotels with around 1,000 rooms,
and a convention and retail complex presently known as “The Renaissance Kuala
Lumpur Hotel”.

R-ZZWNFNA—H BESE AR
HRBERARAA (MFERER]) MFEE
AEFARAT (HBELESR]) RERADE
Bz T R MEEE 28 SRR HIEE
SRRAMEHEOR ([HR]) - #riE R B R AR A B
o BORBASXNALEG0,117,652.728 T
HF825416,365.508 T © Kl — L N\F
T AT RBRAENRAHRERS KRG
HZME  UREE (KRB A £L159
BEBTT °

MBAIESE _TTTFEERH118EEE
TXERIERIEMEE] EFRECH
Mt RBERINZFIALESHIS3BEE
T MbSN RZBTREF AL I8 7AER
TZHEEE - RAKREEREBANE A
BRER58,364,0008TTIEHE— 25 2 &
i o

HMEMFHRERBRSIERZER - A
RBZERBRRERBRBORR £5F -

BAAB BB R B  FBELFN
BREALERRZETKIER (BEMER
#91,00018 5 2 TRAUBE JE K — 18R 2 & [The
Renaissance Kuala Lumpur Hotell 2 &5 & T & 4x
AEARIE) R EAERER12.5% 0 RBIEME
REREFRES °



5. OPERATING PROFIT
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7 A 33
ReEREN
Group
3
2003 2002
HK$’000/F i T HK$'000/F % 7T

Operating profit is stated affer crediting

EeE M e E AR

and charging the following: THIER
Crediting: SFA TSI E ¢
Brokerage, commission and service income L Me  EMAe RREKE 401,969 276,762
Dividends from listed investments EHEERE 10,490 6,916
Dividends from unlisted investments FELETEERE 31,416 32,725
Gross renfal income from investment properties & #% 2 e B U A 2,246 1,233
Interest income B WA 162,494 227,493
Net realized profit on derivatives PTHETAB R F MR 6,403 75
Net unrealized profit on trading securities AR B W e 3,313 =
Profit on dealing in foreign currencies SNEE B B M s 16,938 9,110
Profit on other dealing activities HEE RS Wa 4,531 706
Realized profit on trading securities BHEREE R R R 5,728 =
Charging: HR T3S

Auditors’ remuneration % BT B & 3,341 2,905
Amortization of intangible assets BEEREEE 3,578 3,605
Commission expenses and sales incentives EPFERBHEIZ

to account executives and certain staff MeEBERREX TS 103,754 52,277
Contributions to retirement benefit schemes RARAE F FT B4R X 7,185 6,269
Depreciation rE

— Owned fixed assets —-BERBETEEE 16,237 14,499

— leased fixed assets —HEETEEE 513 470
Net loss on disposal of fixed assets HEBEEEEFER 420 1,028
Net realized loss on trading securities BHEREERTFER - 3,934
Net unrealized loss on trading securities BAREERLRFEE - 3,32
Operating lease rentals LEHEZES

— land and buildings —BEHE 21,414 21,861

— Others —Hftb 2,429 4,180
Outgoings in respect of investment properties REYHE 2 617 711
Staff cost (including directors” emoluments but BEXRN (BREESEME

excluding confributions fo refirement BTEERNK

benefit schemes) & F &2 30) 140,996 122,649
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6. EMOLUMENTS OF DIRECTORS AND SENIOR 6. EERERBEMS
EMPLOYEES
2003 2002
HK$’000/F 7 7T HK$'000/F i 7t
Fees e 426 395
Salaries, housing and other allowances, e BEREAMER -
and benefits in kind B Y = 3,052 3,720
Bonuses TE4T 1,250 -
Contributions to retirement benefit scheme 3R K 1& Fl 51 2 i 3K 153 187
4,881 4,302

During the year, directors’ fees of HK$22,750 (2002: HK$20,000)
and consultancy fees of HK$341,250 (2002: HK$300,000) were

paid fo independent non-executive direcfors.

Emoluments of the directors including past directors were within the

following bands:

RAFERTBEBIFANTEST Z2HEE
5227508 T (ZFEZF—F : 20,0004 L)
FMEMEA34]1,2508 T (ZET —F ¢

300,000 7T) °

EX(RREAIEES) M2 wT -

Number of directors

EEAH
Emoluments band (HK$) Meom (BE) 2003 2002
$0 - $1,000,000 $0 — $1,000,000 7 9
$1,000,001 - $1,500,000 $1,000,001 — $1,500,000 1 =
$1,500,001 - $2,000,000 $1,500,001 — $2,000,000 - 1
$2,000,001 - $2,500,000 $2,000,001 — $2,500,000 1 =



6. EMOLUMENTS OF DIRECTORS AND SENIOR 6.

EMPLOYEES (Cont'd)

The five highest paid individuals included two directors (2002: one
director) of the Company, whose emoluments have been included
above. The emoluments of the remaining three (2002: four) senior

employees are analyzed below:

Annual Report 2003 =O O = F F i

EEREABEME (B

hfusEMEzBES  BEARF
MUEE(ZTT_F: —UEF)
MmEMESE B3N Lilidh - Hgr=1u
(Z2Z2-_F W) &ReFHeza®

BESMMT :

2003 2002
HK$’000/F & T HK$'000/F % 7T

Fees ik

Salaries, housing and other allowances, e BEREAMER -
and benefits in kind B =

Bonuses 1E4L

Contributions to refirement benefit scheme R AKTE Fl 5T 2 X

1 6
11,736 5,464
835 =
262 318
12,834 5,788

Emoluments of the senior employees were within the following bands:

SRBEMEZATMAT

Number of employees

BEAR
Emoluments band (HK$) Meom (B 2003 2002
$1,000,001 - $1,500,000 $1,000,001 - $1,500,000 = 2
$1,500,001 - $2,000,000 $1,500,001 - $2,000,000 = 2
$2,000,001 - $2,500,000 $2,000,001 - $2,500,000 2
$8,500,001 - $9,000,000 $8,500,001 - $9,000,000 1 =
7. RETIREMENT BENEFIT SCHEMES 7. BIKE&GHE

The Group operates two defined contribution schemes for the Hong Kong
office’s qualifying employees and a defined benefit scheme for its subsidiary

company’s employees in the Philippines.

The forfeited contributions utilized in the course of the year ended 31
December 2003 were HK$312,000 (2002: HK$488,000). The

contributions to the defined benefit scheme in the Philippines are immaterial.

SEAERERERBIHITMEAREHRR
BAFERBFREMBARTIECET
HETT—IBRE N SR INGHE -

HE-ZTE=F+-"A=1+—BItFEAR
TERE 5% 2 8 W 3 & 312,000 7T (=
TET 4 ¢ 488,00087T) - YIEARERTE
MR ARAECHRETEE o
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8.

10.

FINANCE COSTS 8. WERAK
Group
&M
2003 2002
HK$’000/ T % T HK$'000/F # 7T
Interest on bank loans, overdrafts, loan notes BARAFHNEECZRITER - BX -
and other loans repayable within 5 years ERFEREAME T ZF L 11,853 13,528
Inferest on bank loans not wholly repayable BEARAFERNEEMERZ
within 5 years RAT 8 KA B 1,097 1,143
Inferest element of a finance lease MEHEZNEHD 65 Q3
Other borrowing costs H A {85 KA 1,408 1,893
14,423 16,657

SHARE OF PROFITS AND LOSSES AND AMORTIZATION

9. FribEtE QRN R E RN #H

OF GOODWILL/NEGATIVE GOODWILL OF e angs
ASSOCIATED COMPANIES
Group
£
2003 2002
HK$’000/ T & T HK$'000/F % 7t
Share of profits and losses of B4 Bt & 12 R A
associated companies K EB 147,460 85,337
Amortization 1 5y
— Goodwill on acquisition — U BE R 2 R (30,916) (8,128)
— Negative goodwill on acquisition — R amE 40,806 37,894
— Share of goodwill —Frih e (742) (1,601)
156,608 113,502

SHARE OF PROFITS AND LOSSES AND AMORTIZATION 10. Frib A EEH A REF REERN
OF GOODWILL/NEGATIVE GOODWILL OF JOINTLY BHmE EHE
CONTROLLED ENTITIES
Group
&8
2003 2002
HK$’000/F 3 T HK$'000/F # 7T
Share of profits and losses of it FL[RI4% 1 22 R1&E H
jointly confrolled entities X g1 1 (2,456)
Amortization of share of goodwill BT E R - (2,714)
1 (5,170)




11. TAXATION

11. B8
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Group
P
2003 2002
HK$’000/ T % T HK$'000/F # 7T

Current tax
— Hong Kong profits tax
— Overseas faxation

Deferred tax
— Current year
— Resulting from change in tax rate

Share of associated companies
— Hong Kong profits tax
— Overseas taxation
— Deferred taxation

Share of a jointly controlled entity
— Hong Kong profits tax

2N E
—BENEH
—BINBIR

FEIER 1
— &
—EXaRERE

FT {6 B 2 2 7]
—BENEH
—BINBIR
— R IR

Fir 4 FL[R]4% 1 22 7]
—HENEH

22,369 10,063
418 219
22,787 10,282
(10,049) 8,486
(177) -
(10,226) 8,486
1,704 220
36,875 22,179
6,724 0,491
45,303 31,890
= 174
57,864 50,832

Hong Kong profits tax has been provided at the rate of 17.5% (2002:
16%) on the estimated assessable profits for the year. In 2003, the
government enacted a change in the profits fax rate from 16% to 17.5%
for the fiscal year 2003/2004. Toxation on overseas profits has been
calculated on the estimated assessable profits for the year at the rafes of

taxation prevailing in the countries in which the Group operates.

FRENBHRIDRBAF R AT ERBUE
BREI75%(ZFFT_F : 16%) REE
#H - N_TT=F BNK=-TZT=/=
TEMEHFRFENMEHRB KB 16%R
BE17.5%  BINENZ B RNIRRAFE
HETERFEN IR E R E X R 2R

L ELEE
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11.

12.

TAXATION (Cont'd) 11. H1E (8)
The taxation of the Group's profit before taxation differs from the theoretical SEBBREANG R 2 BIE R E KA
amount that would arise using the taxation rate of the home country of the ANAARLTBERZHEMAE 2 BRTAEL
Company as follows: EFMT
Group
£
2003 2002

HK$’000/F % 7t HK$'000/F % 7T

Profit before taxation (excluding share of profit
and loss of associated companies
and a jointly controlled entity)

Gzl (T BRI
R FNCID S EE R TN
Z/mﬂ&@ﬂé!) 143,146 126,376

Calculated at a taxation rate of

BRI/ S5W(ZEE_F ¢

17.5% (2002: 16%) 16%) 5t & 25,051 20,220
(Over]/under provision in prior years EFEEE(BH) TR (594) 853
Tax effect on non-taxable income BERM2WARBIBEZZE (10,191) (2,320)
Tax effect on non-deductible expenses PRI 2 TR BB 2 2 19,204 4,395
Benefit from unrecognized deductible 7 B R AT 0 R A R =

temporary difference 25 m (3,976) (3,7506)
(Benefit from)/increase in unrecognized tax loss  REERHIE 2 (155) /18N (14,197) 4,646
Adjustment to deferred tax resulting TR B E A 2 }E it

from change in tax rate 7t T8 B (177) =
ltems,/countries subject to different tax rafe TRAMEZEE EHR (2,559) 1,730

12,561 18,768
Share of taxation of associated companies FT{b B & AR 2 FidA 45,303 31,890
Share of taxation of a jointly controlled entity FfG RS A A 2 B8 - 174
57,864 50,832
DIVIDENDS 12. B2
Company
AAH
2003 2002

HK$’000/F & T HK$'000/F % 7T

Inferim dividend paid of 2 cents per share
(2002: 2 cenfs per share)

Proposed final dividend of 2 cents per share
(2002: 2 cenfs per share)

Adjustment to 2002 final and
2003 interim dividends

Special dividend of 4 cents per share

(2002: Nil)

B AR & BOR 278 11

(ZZ2ZTF : SRIR2E) 24,955 30,084
R R 3 B B8 BROR 278 Il

(ZEZ % lﬂﬁx)ﬁ?ﬂ%ﬂh) 24,914 24,980
—EE_FREABRER-FE=F

HHI R 2 (44) -
5 Bl B B O 47

(ZFT_F: &) 49,828 -

99,653 55,064




13.

14.

EARNINGS PER SHARE

13.

The calculation of eamings per share is based on the profit atiributable to

Annual Report 2003

BREF

ZOO0=55%#

BRBMNZAEDRAFERERRE

shareholders of HK$241,914,000 (2002: HK$183,977,000) and the %A 241,914,000 (ZEE = F
weighted average number of 1 , 156 ordinary shares in issue 183,977,000}% 7T RAFEBEEITEER
during the year (2002: 1,504,223,465 ordinary shares). INFEFHRZE,293,241, 156/ (ZEE =
F o EBART,504,223,4650%) Mat & o
No diluted eamings per share is presented for the year as there are no R E AR BEEHERNZE
dilutive potential ordinary shares as at year end (2002: Nil). BAFEYESRETRN(CTT 4
=)
INTANGIBLE ASSETS 4. BREE
Group
e |
Trading Computer
rights software Total
x5 EMERMS Mt
HK$'000/F# 7T HK$'000/F# L HK$'000/F % T
Cost R1E
1 January 2003 —EET=F—H—H 2,700 7,445 10,145
Additions s = 5,001 5,001
Purchase of subsidiaries AN BA 1,530 - 1,530
Disposals m| - (57) (57)
Written off 88 - (959) (959)
At 31 December 2003 —2E2=f+=-H=+-—H 4,230 11,430 15,660
Accumulated amortization RREH
1 January 2003 —EET=F—H—H 540 1,873 2,413
Amortization for the year 7N 6F E g 693 2,885 3,578
Written back on disposals i & ¥R 8H - (57) (57)
Written off 88 - (959) (959)
At 31 December 2003 —EE=H4+_-_HA=+—H 1,233 3,742 4,975
Carrying amount at ZEBE=F+=-A=+—H
31 December 2003 fR [E {8 2,997 7,688 10,685
Carrying amount at —EEF+-A=+—H
31 December 2002 REE 2,160 5,572 7,732
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15. FIXED ASSETS 15 BEEE
Group
%M@
Furniture
Investment Other and
properties properties equipment Total
REME Hip % BRERE st
HK$'000/F#& T HK$'000/FHL HK$'000/FHE T HK$'000/F# T
Cost or valuation REXGE
At 1 January 2003 —EE=F—HF—H 36,700 66,536 Q3,520 196,756
Exchange adjusiments BE 5 58 2 - - (24) (24)
Additions b = 1,207 6,839 8,046
Purchase of subsidiaries YN =PNE] - 32,000 1,000 33,000
Revaluation E R 200 - - 200
Disposals HE = - (3,338) (3,338)
Written off i 5 = = (2,212 (2,212
At 31 December 2003 “EE=F
+=—HB=+-H 36,900 99,743 95,785 232,428
Accumulated depreciation EBME
At 1 January 2003 —TT=F—H—H = 5,480 53,644 59124
Exchange adjustments bE 5 S - - (20) (20)
Charge for the year RNEGHE - 1,217 15,533 16,750
Written back on disposals & R = - (2,918) (2,918)
Written off i 85 = = (2,212 (2,212)
At 31 December 2003 “EE=F
+=—HB=+-H - 6,697 64,027 70,724
Net book value at “EZ=f+ZA
31 December 2003 =t+-HERAFRE 36,900 93,046 31,758 161,704
Net book value at 31 December 2002 —EE-F+ZR
=t+t—HE®EFE 36,700 61,056 39,876 137,632
The analysis of cost or valuation FIRESEE
shown above is: DWWAT :
At professional valuation — 1985 BEEE— —AN\RF = 16,000 = 16,000
At professional valuation — 2003 BHERE - —_ZTT=F 36,900 - - 36,900
At cost G = 83,743 Q5,785 179,528
36,900 Q9 743 Q5,785 232,428




15. FIXED ASSETS (Cont'd)

(a)

(b

The investment properties were valued at 31 December 2003 by
FPDSavills (Hong Kong) Limited, Chartered Surveyors, on an open
market basis. Particulars of the investment properties at 31 December

2003 were:

Term of

Location Classification lease Interest

Houses C7 and C8, Residential 2047 100%
Hawaii Garden,
No. 18, Silver Cape Road,

Sai Kung, New Territories

Rooms 2803-2810, 28/F,
Wing On House,

No. 71 Des Voeux Road Central,
Hong Kong

2902 100%

Commercia

In preparing these accounts, the Group has placed reliance on
paragraph 80 of SSAP 17 which provides exemption from the need

to make regular revaluations for “Other Properties”.

An item of the revalued "Other Properties” amounting to
HK$ 16,000,000 was valued in 1985 by Jones Lang Wootton, an
independent professional valuer, on an open market basis. The
carrying amount of the "Other Properties”, including the revalued
property, would have been HK$94,728,000 (2002:
HK$62,769,000), had the property been carried at cost less

accumulated depreciation.

Annual Report 2003 =O O = F F i

15. EE & E (&)
(o) BREMFEBRBFTUEME K FRLE
Hr (B%) ARAR  BZTT_F+
“RA=+—BZARMENGE - ’E
MER_TZE=F+_H=+—H2
BB

it g5 HHE i

MABAR EE 2047
IR 58 185

ERRIEE

C7TRC8%E

100%

BEERHET GES
71k REAE
281%2803—2810%

2002 100%

b SEERBELKBEE  SRESHE
A 1756 808 » MY [HMYER]
EHEHER -

EEf/zEMMEIRE -—HYEE
B#Z16,000,000/87C » &HA—BILLZ
EEMEQRMPETIE-NANLEF
ZARTERNE o WARERERTE
FEAAINE  BRELAEGEMER
2 [E A% | BRTEE /94,728,000
T(ZETZF : 62,769,0008 T) °

77



78

Sun Hung Kai & Co. Limited ¥18EER A

15.

16.

FIXED ASSETS (Cont'd) 15. B E&E (&)
[c)  The nef book value of investment properties and other properties ] REVMEREMYEZFREFES
comprises: 1
Group
£®
2003 2002
HK$’000/ T i T HK$'000/F # 7T
long lease properties in Hong Kong BBz REAHZY 108,679 77,497
Medium-term lease properties EEBZHH
in Hong Kong IS ES 18,800 18,800
Medium-term lease property overseas Nz R EATH R Y 2,467 1,459
129,946 Q7,756
(d) At 31 December 2003, the net book value of fixed assets pledged d RZZTEZE=F+_A=+—8' 1A
as security for the Group’s long term bank loans and bank overdrafts SERHRITERRRITE SRR Z
amounted to HK$95,271,000 (2002: HK$63,897,000). & E & EREFER5,271,000% T
ZETF : 63,807,000 L) °
le) At 31 December 2003, the net book value of leased assets under ) RZEZE=F+_A=+—H' ' 5£H
furniture and equipment amounted to HK$ 1,580,000 REMEREANZHEEEZ R
(2002: HK$2,093,000). 21,580,000 (=TT =4 :
2,093,000/ 7T) -
INVESTMENTS IN SUBSIDIARY COMPANIES 16. B A BIRE
Company
AAH
2003 2002
HK$’000/ T % T HK$'000/F # 7T
Unlisted shares, at cost FELEMRMDRE 428,570 428,570
Add: amounts due from subsidiary companies o BB R KRR 1,913,521 2,123,094
2,342,091 2,551,664
Less: amounts due fo subsidiary companies B B AR E R (251,968) (264,0506)
2,090,123 2,287,608

Details of the principal subsidiary companies are shown in note 36.

TEMBRARER NSO

The amounts due to subsidiary companies are unsecured, interest free and Prag®E1,034,0008 L (ZEE-F : |)
have no fixed ferm of repayment except for a total sum of HK$ 1,034,000 M B R B AT BRITEEFRSFTEIN

[2002: nil) which bears interest at Hong Kong Interbank Offer Rate.

MEBAREREEEN 2EREBRTE



17. INVESTMENTS IN ASSOCIATED COMPANIES

17 BERTARE
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Group
®
2003 2002
HK$’000/F # 7T HK$'000/F % T
Share of net assets other than goodwill (a] BREB NG 2 BEFME (0) 2,165,369 1,937,701
Share of goodwill of an associated company ~ Fift —Bi & 24 Bl 2 2 1,791 2,533
Unamortized goodwill on acquisition of WS N AR
associated companies AEHBE 116,554 141,106
Unamortized negative goodwill on acquisifion 42 Bt & 2 B B 2
of associated companies AEHERE (201,744) (120,036}
2,081,970 1,961,304
less: provision for diminution in value B OREEER (21,892) =
2,060,078 1,961,304
Amounts due from a listed associated company — — LT B & 2 Bl R AR
- loan note (d) —-EXEE ) 78,000 -
— Promissory notes (e —EHEE (o) 185,419 185,419
— Interest receivable and others —ERFEREAM 23,120 29 706
286,539 215,125
Amounts due from other associated HAii & R Al
companies (f] & () 78,117 78,209
less: provision o EEE (18,801) (18,801)
345,855 274,533
less: amounts due fo associated companies w o BELARER (32,168) (31,818)
2,373,765 2,204,019
less: current portion of promissory nofes B — ETEE R AR
and amounts due from a listed —E NIz AHE
associated company ZERRE (208,539) (215,125)
2,165,226 1,988,894
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17. INVESTMENTS IN ASSOCIATED COMPANIES (Cont'd)

17. BtE RRIRE ()

Company
PN
2003 2002
HK$’000/F i T HK$'000/F # 7T
Listed investments in Hong Kong, af cost ERELMEERE 1,295,432 1,273,352
Unlisted investments, at cost FELTIERE 3 3
1,295,435 1,273,355
Amounts due from a listed — EWEEE AT
associated company R BR
— Loan note (d) —EBEXEE W) 78,000 -
— Promissory nofe (eli)) —E&#HEE () 40,419 40,419
— Interest receivable and others —FEUWH B R EAM 2,054 1,408
Amounts due from other H b & QA
associated companies (f) &0 75,522 75,090
1,491,430 1,390,272
less: Vo
— Provision — B H (16,601) (16,601)
— Current portion of a promissory note —— W ERARN —FA
and amounts due from a listed BH 2 A EEE
associated company K R BR (42,473) (41,827)
1,432,356 1,331,844
Market value of listed investments Ltk EmE 607,032 345,033
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17. INVESTMENTS IN ASSOCIATED COMPANIES (Cont'd) 17. BEQXTRE (#)

[a)  Details of share of net assets other than goodwill are as follows: (o) BREEAIINIEZEEFEZFBN
T
Group
£H
2003 2002

HK$’000/F & T HK$'000/F % 7T

Investments listed in Hong Kong, at cost ERELMEERE 1,698,959 1,675,958
Unlisted investments, at cost FELETEERE 40,496 39,725
Total investments, at cost KERBEREE 1,739,455 1,715,683
Share of goodwill of an B i — B & 2 =)

associated company Z BB (9,991) (9,991)
Goodwill on acquisition W bR iy 2 (236,714) (230,350)
Negative goodwill on acquisition WHER Z B R e 342,172 219,658
Share of postacquisition reserves Frr i W B 12 1 s 341,247 252,355
Elimination of unrealized profit IR LR A (10,800) (9,654)

2,165,369 1,037,701

Market value of listed investments Ltk EmE 950,062 585,287

[b)  Details of the principal associated companies are shown in note 36. b) EEBEENA BRI EIO -

[c) During the year, dividends of HK$6,503,000 (2002: ) ANFEWRIELTEHE QT K EH
HK$1,152,000) and HK$ 10,309,000 (2002: HK$ 14,446,000) ENRATFZRE DRI A6,503,000
were received from unlisted and listed associated companies BIL(ZEZ =4 : 1,152,000% 7T)
respectively. %10,309,0008 T (Z T 4% :

14,446,000 7T) °

[d)  The loan note was issued by a listed associated company on its (d ZEXRERBEAR-—LTHERFAR_-ZF
repurchase of shares in August 2003. Details of which were disclosed Z=F)\AE@EBROMET @ 7F
in note 22. The loan note bears interest at 2.5% per annum and is BN T B WMERM 22 - WERFEE
payable annually. It matures and is due for repayment on 29 August MEFHE2 5%2F 8 REFX
2008. R —ZEENFNA -+ EBEE

HEE -
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17. INVESTMENTS IN ASSOCIATED COMPANIES (Cont'd)

le]  Details of promissory notes issued by a listed associated company

are as follows:

(i

(i)

A promissory note of HK$40,419,000 issued by the listed
associated company bears interest at 7% per annum and is
payable on a quarterly basis. It will mature and is due for
repayment on 2 June 2004. The principal of the promissory
note and the outstanding inferest were repaid by the listed

associated company on 28 January 2004.

A promissory note of HK$ 145,000,000 bears interest at 7%
per annum and is payable on a semi-annual basis. It matured
and was due for repayment on 30 December 2003. On 28
January 2004, the listed associated company paid cash and
issued a new promissory note of HK$87,000,000 fo setfle the
principal of the promissory note and the outstanding interest.
The new promissory note bears an interest at 5% per annum
and is payable on a semi-annual basis. It will mature and is

due for repayment on 30 December 2004.

() Amounts due from other associated companies are unsecured, interest

free and repayable after 12 months from the balance sheet date.

17. & A RRE (&)

e) HB—

EHBERR BT ZARRERLZ

BT

(i)

(i)

—ME1E40,419,000/ 7T 2 E7H =
BHRZEMEEARET KA
FRNE7% FE - BEBEXLAT
WHZZTMEXH B EHE
B -RZZETZWE-—A =+ N
H - bk B R RIEEEZA
FRBEZ RS RARNFE o

—E1E 145,000,000/ T 2 #
RE - WBFME7%2HME - 1
BHEEXN - WEBER —_FTT=
FTZA=THIMER - RN=
ZTNMFE-—A=-+NB ' lEm
BrE N R4 TR REIT K
S B HE (B 87,000,0007 JT A E
NZEAEERZAT RARNAH
B HAERE - MBEFHX
SHZMB - BMBEEXN - AR
—ETNFE+ A=+ HEHE
8 o

(f  EtEE AR REDERR  RER
BARGHEAR-FAHNEE -
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17. INVESTMENTS IN ASSOCIATED COMPANIES (Cont'd)

[g)  Exiracts of the consolidated operating results and financial position (9)

17. & QX RARE (80

EESERLAANXZTFAREER
DA(RR]) - RECEREAHY
BER - WHRARAGEEERMBR

of the Group's significant associated company, Tian An China

Investments Company Limited (“Tian An"), which are based on ifs

audited consolidated financial statements, are as follows:

A

As restated

(&)
2003 2002
HK$’000/ T 7% T HK$'000/F & T
Operating results of Tian An REZREEE
Turnover EHERE 1,904,212 1,080,332
Depreciation, amortization and impairment e BHREERDR 19,992 16,854
Profit before taxation KR 5 BT % A 266,353 200,532
Profit attributable to shareholders of Tian An X 7 IR Ak Y A 102,420 87,046
Financial position of Tian An Rt=A=+—H
as at 31 December REZHBERR
Non-current assefs ERHEE 5,239,776 4,176,528
Current assefs mENE E 3,366,063 3,671,335
Total assets BEE 8,605,839 7,847,863
Non-current liabilities ERBEGE (1,476,081) (948,510)
Current liabilities mEEE (2,749,075) (2,690,446)
Totalliabilies e (4,225,156)  (3,638,956)
Minority inferesfs DH R EER (433,139) (341,440)
Shareholders’ funds IRRE % 3,947,544 3,867,467

Defailed notes are available in the published 2003 annual report of

Tian An.

HAMNEAIRRRREMN Z_FT=

FEHP o
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18. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

8. HEZEHARARE

Group
£®

2003 2002

HK$’000/F & T HK$'000/F # 7T

Share of net assets/(liabilities) FriE&E,/ (BfE)FE 937 (4,1506)
Share of goodwill of a jointly Fifh — £ RE SR F)

controlled entity Z R = 8,141

937 3,985

Amount due from a jointly controlled enfity* —HRAEH QAR RE* = Q0,000

937 Q3,985

* The amount due from a jointly controlled entity was unsecured, interest free and had * —HAZHRARAREEEER 2ERE

no fixed term of repayment.

Particulars of the jointly controlled entity at 31 December 2003 are as

follows: AIERMT

Group
Name Country of incorporation Principal activities equity interest
B8 o il it B EEXEK EESAES
SHK Corporate Finance (Shanghai) Limited People’s Republic of China Corporate finance advisory 33%

EBHBECEBREER AR

T E

¥ B E R
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19. OTHER INVESTMENTS 19. Hitt R &

Group Company
-3 AAT
2003 2002 2003 2002

HK$’000/F#&x  HK$'000/F#7 HK$000/Fi#Ex  HK$'000/FH T

Listed equity investments issued by HeEEET2Z LT
corporate entities, at market value R E - ME
- Listed in Hong Kong —HEERELT 346,734 204,041 - =
- listed outside Hong Kong —EBBNAIN T 2,903 1,461 - =
349,637 205,502 = -
Unlisted equity invesiments, IE F T AIEIRE
at fair value * BAFEEBE" 227,401 238,900 14,599 20,000
Club debentures, exchange participation BEE  R5M
rights and stafutory deposits and other 20 RSGARER
deposits with Exchange and NAZEERE R
Clearing companies HEihiz s 24,711 19,480 2,090 2,090
601,749 463,882 16,689 22,090
Add: amounts due from investee companies * Al : H Ath1& & A & K AR * 101,271 106,789 5,400 8,640
Less: provision for amount due from W —HAMIRE R A
an investee company KBRS (2,161) (2,161) - -
700,859 568,510 22,089 30,730
Less: amount due fo an investee company B —EMIEE R RER (1,796) (1,702) - =
699,063 566,808 22,089 30,730
* A sum totalling HK$115,436,852.72 is included in “unlisted equity investments” * BREEGELTRERE | RIEMREARAR
and “amounts due from investee companies” being the amount, (excluding interest, ARl 2 — 4% 4£115,436,852.728 T (T8
which has been expensed or provided for in prior years, or is accounted for as FEXHANEFEREZNE - M4
described in Note 4] which represents the carrying value of the effective 12.5% HEAMAZEE)  ERERATEERZ
inferest in the completed project in Kuala Lumpur, Malaysia presently known as “The B K HEE (R R [The Renaissance Kuala
Renaissance Kuala Lumpur Hotel”, the circumstances surrounding which are further Lumpur Hotel|) BREIE 2 12.5% B #m - HF
described in Note 4 to these accounts. The Board is not in possession of any BEsSHEENKREWT4E—PHHA - EF
information that would in the opinion of the Directors render it appropriate to make BYEEEEMENSESRREAELRK
any present provision against the carrying value. The matter will continue fo be HZEmMEFEDEMEE - ZRRATEETT
reviewed in the light of both probable ongoing litigation and the commercial prospects ZHRBRUFEZEHEMRT  HEREE

of the project. B ERN -
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21

20. NEGATIVE GOODWILL 20. EEHE
Group
£8
HK$’000/F i T
Cost RE
1 January 2003 —EE=F—HF—H 20,013
Acquisition of subsidiaries NN 10,260
liquidation of a subsidiary B 8 2 Bl 4 (3)
At 31 December 2003 —E2E2=H+=-H=+-—8H 30,270
Accumulated amortization EY§ £
1 January 2003 —EE=F—HF—H 10,183
Amortization for the year NEEHEH 3,829
liquidation of a subsidiary B 8 2 Bl 4 (3)
At 31 December 2003 —E2E2=H+=-H=+-—8H 14,009
Carrying amount at 31 December 2003 TEE=F+-A=+—HERHEE 16,261
Carrying amount at 31 December 2002 —EE_F+_A=+—HEHEE 2,830
. CASH AND BANK BALANCES 21 MERBITER
Group Company
L] N
2003 2002 2002
HK$’000/F#t  HK$'000/FHEmLr HKS$000/F#Ex  HK$'000/FH&T
Cash and bank balances He MIRITHET 323,339 194,822 2,198
Fixed deposits with banks RITEHER 243,584 133,884 -
566,923 328,706 2,198

The Group maintains trust accounts with licensed banks to hold clients’

deposits arising from normal business transactions. At 31 December 2003,

RERFIRRTRARES D - AEER
REBRBEMB AR ERER - R

M?lﬂi

trust accounts not otherwise dealt with in these accounts totalled E=F+_A=+—H AFEERBIX
BIEZEEFR2,004,233,000% 7T (=
TE—4F : 944,695000% 7T) °

HK$2,004,233,000 (2002: HK$944,695,000).
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22. TRADE AND OTHER RECEIVABLES 22. R&E K H b fE W ER
Group
&5
2003 2002
HK$’000/F & 7T HK$'000/F 7% 7T
Trade receivables 0 eI R
Accounts receivable from brokers and clients  JEWE 42 R B F B 969,396 373,136
less: provision B B (34,143) (31,301)
935,253 341,835
Secured margin loans BEERBELFBZ 1,592,610 1,146,503
less: provision B ERER (195,385) (196,026)
1,397,225 950,477
Secured term loans* BEAFEBEDR 440,964 592,112
Unsecured term loans EIERAHER 5,864 5,864
less: provision W EEE (68,816) [60,816)
378,012 537,160
2,710,490 1,829,472
Current portion of promissory notes and — B E R AR
amounts due from a listed —FE N8 2
associated company FERRE 208,539 215,125
Current portion of amount due from —HEuREARR—FR
an investee company Bz R 11,000 =
Interest receivable UL R 2 3,160 1,834
Other accounts receivable, deposits i ZE R
and prepayments ANER 75,700 20,912

3,008,889 2,067,343
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22. TRADE AND OTHER RECEIVABLES (Cont'd)

22 BERHE MRV (&)

Trade receivable — Secured term loan®

Interest receivable
Other accounts receivable, deposifs
and prepayments

R WK — AR A BE R
FE U7 B
HEWE a2k

BNER

Current portion of a promissory note
and amounts due from a

2 AHRE

listed associated company K R BR

— E BB AR —ER

Company
AAH

2003 2002
HK$’000/F & T HK$'000/F # 7T
- ?3,070
900 232
5,205 5,191
42,473 41,827
48,578 140,320

On 24 November 1999, the Company entered into an agreement for the sale of
770 million shares in Tian An China Investments Company Limited (“Tian An”) to
Millennium Touch Limited (“MT"). These 770 million Tian An shares represented
approximately 19.79% of the then issued share capital of Tian An and 9.82% of
the issued share capital of Tian An as at 31 December 2003 (2002: 9.07%). MT
paid 5% of the purchase price and entered info a loan agreement with the Group to
finance the balance. As security for the loan agreement, MT entered into a share
mortgage with the Group. The share mortgage provided that if there was default
under the loan agreement, then the Group may enforce its security by, inter alia,
selling the 770 million Tian An shares to discharge the indebtedness owed by MT
to the Group or foreclosing on the shares. However, the Company did not exercise,
and forwent any enfilement fo exercise any voting rights on these 770 million Tian

An shares.

MT was in default under the loan agreement since 24 November 2000 and the
Group wrote down the loan by accounting for an unrealized loss of
HK$ 134,124,000 in year 2000 by marking to market those 770 million Tian An
shares at the closing market price of HK$0.134 as at 31 December 2000. A
further unrealized loss of HK$10,110,000 was taken up in year 2002.

In August 2003, 650,000,000 Tian An shares were tendered for the share
repurchase offer by Tian An and were accepted in full. The consideration of the
shares repurchased amounting to HK$97,402,500 (as to HK$ 19,402,500 in
cash and HK$78,000,000 in the form of 5 years loan notes at an interest rate of
2.5% p.a. issued by Tian An) was received by the Group in 2 September 2003.
The remaining 120,000,000 Tian An shares were sold to the Company on
Q December 2003 at a consideration of HK$22,080,000. All consideration

received was used fo reduce the loan due from MT.

R—hAAAFE+—A=Z+MB r ARAFH
Millennium Touch Limited ([MT]) BT 32 #33% *
MTH & 770,000,0008% X% H Bl % & B R A
Al ([R%&]) & ° 1t£770,000,000 f& X % ik
MIEE B RLBEITRAL 19.79%  (h=_ZTF
ZEFT A= T RRRETRAL 9.82%
(ZZZ=F : 9.07%) > MT&Eft 5% KRB RE
SEF —ERBRAMAHRK - MTEEH
SN R IRBHE - URGOIERE KT -
RDIZIBEIAEREBITERGE - EEA
MATHIEIR - HAPE¥E L E770,000,0000 K
ZROUNEEMIREEBNER - KBUEEE
Bl MR 1n 2 R o AT+ AR RN EITEE
{a] 55 @ 1tk 770,000,0008% R &2 iR 5 2 7 R H#E
RERHETEZROREZER -

—EETFT-ASt-ATBKHESR
O.134BTETENE - RER-FTEFHA
R TR 134,1 24,0008 T LR IE 3 -
R-FE-FBEHARRREEIO,110,000
BT

RZTZ=F)N\A ' RRLTREZRHEE
% 5650,000,0000 X ZBHREILE 2
HwEm - SEBR =TT =FNLA=-AH
U B B 15 21 B8 2 (R {8 97,402,500 7t (7
19,402,500 75 &3 & & # T 78,000,0007%
TRRRETZAFHFNE2 592 ERE
&) o 8T 2 120,000,000 X Z B =F
T=F+= AN B BRKIE22,080,000% T &
FTARRR o FTA KB RERIERSBIEMIR
RZFHIE »



22. TRADE AND OTHER RECEIVABLES (Cont'd)

22.

As a result of the above repurchase and the sale of Tian An shares to the Company,

unrealized loss adjustment of HK$26,412,000 was written back to the profit and

loss account. The amount due from MT after the aggregate unrealized loss as af

31 December 2003 was nil (2002: HK$93,070,000 included in secured term

loans).

The ageing analysis of the trade receivables is as follows:
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R R H W AR (|
BHRUEROEBEREEREZRNH FAR
Al BRREIREE26,412,0007 yr # Bl 18 25
STER -R-ZEE=F+=-A=+—8 &
AFIBERRBERE  MIIRZHEBEAT (=
TZ = : 93,070,000 75 A B K A B
fBRH) °

1S MR 2 SRR A I T -

Current BV EA

3060 days 30-:60K
60-90 days 600K
Over 90 days QORBA £
Less: provisions o EERE

Group Company
#= RAF

2003 2002 2003 2002
HK$’000/F#&x  HK$'000/F#7 HKS$'000/Fi#Ex  HK$000/FE T
2,706,280 1,743,546 - =
2,176 2,281 - =
340 1,052 - =
300,038 370,736 = @3,070
3,008,834 2,117,615 = @3,070
(298,344) (288,143 - -
2,710,490 1,829,472 = @3,070

There were listed securities, unlisted securifies and properties of clients held

as collateral against secured margin loans and term loans. The market

value of the listed securities as at 31 December 2003 was

HK$5,118,827,000 (2002: HK$3,531,596,000).

SEBBEFPLTES FLTESH
EMEEREEARBZRAR B EMA
BEHERZEFm R-ZFTFT=F
TTA=T—HB HELTEFZD
B5/R5118,827,0008 L (ZET 4 :
3,531,596,000# 7T) °
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23.

24.

TRADING ACCOUNT SECURITIES

23. REBER

Group
]
2003 2002
HK$’000/F i T HK$'000/F % 7T
Equity securities listed in Hong Kong, EEB M2 RERS
at market value BmE
— Issued by corporate entities — PR 10,567 5,101
— Issued by banks — HRITET 12,596 1,390
— Issued by public utility enfities —HAEREET 26 23
23,189 6,514
Equity securities listed outside Hong Kong, BB ETZ IRIERE 5
at market value BmE
— Issued by corporate entities — PR 4,243 1,799
Marketable debt securities BETEGRES
— Issued by central government — AP RBFEST 7,747 7,772
— Issued by banks —HRIRITEAT - 5,424
7,747 13,196
Others H 384 335
35,563 21,844
BANK LOANS AND OVERDRAFTS 24. BTRRREX
Group
%m
2003 2002
HK$’000/F i T HK$'000/F % 7T
Bank overdrafts RITIH X
— Secured (note 35) — BT (F:E35) 56,665 -
— Unsecured — 4 3 4 48,828 23
105,493 23
Bank loans HRATfE X
— Secured (note 35) — B (FFE35) 177,954 -
283,447 23
Current portion of long ferm —FRAEZ RERT
bank loans (note 30) f& 3¢ (fT#E30) 5,911 5,787
289,358 5,810




25. TRADE AND OTHER PAYABLES
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25 BERHEMENK

Group Company
% AL
2003 2002 2003 2002
HK$’000/F#t  HK$'000/FHEmLr HKS$000/F#Ex  HK$'000/FHET
Accounts payable fo brokers and clients BRELERRFE 1,226,384 478,658 - -
Other accounts payable and accruals HibENERERENER 341,547 200,833 22,827 26,847
Current portion of obligation under —FRIAHPZHEEE
a finance lease (note 30) B (K1 3E30) 890 850 - -
1,568,821 680,341 22,827 26,847
The ageing analysis of the accounts payable to brokers and clients is as EREEREFPEZRRATNAT
follows:
Group
£5
2003 2002
HK$’000/ T i T HK$'000/F # 7t
Current BN EA 1,202,228 465,233
30-60 days 30— 60K 3,382 3,076
6090 days 60— 90Kk 1,519 1,676
Over 90 days QORI £ 19,255 8,673
1,226,384 478,658
26. SHARE CAPITAL 26. R
Company
Py
No. of shares of HK$0.2 each Amount
REEREEO.2/E T k]
2003 2002 2003 2002
HK$’000/F38x  HK$'000/F# T
Authorized: EERE
Balance as at 1 January and —A—BRTZA
31 December =+—B&R" 15,000,000,000 15,000,000,000 3,000,000 3,000,000
Issued and fully paid: BARERBRA :
Balance as at 1 January —A—B&R 1,504,223,465 1,504,223 465 300,845 300,845
Share repurchased and cancelled B R MR D (258,520,309) - (51,704) -
Balance as af 31 December +t-R=+—H&RE 1,245,703,156 1,504,223,465 249,141 300,845
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26. SHARE CAPITAL (Cont'd)

In February 2003, the Company repurchased a total of 255,234,309
shares of the Company pursuant to a general offer at a price of HK$1.30
per share [as fo HK$0.30 in cash and HK$ 1.00 in loan note). The Company
paid HK$76,570,292.70 in cash and issued loan notes with a total face
value of HK$255,234,309 on 7 March 2003 to satisfy the consideration.

Subsequent to the above repurchase and up fo 31 December 2003, the
Company has repurchased a tofal of 3,286,000 shares of the Company
on The Stock Exchange of Hong Kong Limited at an aggregate consideration

of approximately HK$4,539,000.

68,330,080 2003 warrants were issued on 12 January 2001. Each
2003 warrant would entitle the holder to subscribe in cash for one new
share of the Company at an initial subscription price of HK$3.00 per
share, subject to adjustment, af any time during the subscription period
from the date of issue, 12 January 2001, up to and including 11 January

2003. All the 2003 warrants were unexercised and expired on 11 January

2003.

ZH ARARREE
WEZEUEK 30 B T@EE K
255,234,309y (03B T RRE K
HBTI0OETRERER) - ARAR_-F
Z=F=AtBNHE£76570,29270%
TR EATARE B $£255,234,309% 7T 2 B
SBRAMERE -

REROBEREBE_TT=F+_A=
T—B  ARRAMAREEMARZAE
PR A 7] [0 8 48 803,280,000/ X 1 + 42K (E
#)74,539,000/ 7T °

RARABIRZTEE-—F—-—HA+ZRH#1T
68,330,080 2003R Ik #EE - F1n2003
RICEFR T HFFEAREN  ATRETE
B(ZZEZT—F—A+-HIBE-_TE=
F—A+—H(8FZB) L2 EAERHE
A LR eRVIFREEERI.00% T (7]
THAHE)RBAAR —RFRG - A
2003RREZRBRITELR _ZZ=4F
—A+—HE® -
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27. CAPITAL AND OTHER RESERVES 277. EX R HMtEESE
Group Company
-3 NG|
2003 2002 2003 2002
HK$’000/F#& 7t  HK$'000/F#r HK$'000/FiEx  HK$000/FHET
Special capital reserve arising from MABROEEMEEZ
adjustment of nominal value KRlExGRE
of shares*
Balance as at 1 January and 31 December  —A—BR+ZA=+—B&% 930,026 930,026 930,026 930,026
Share premium account B8 E IR
Balonce as at 1 January and 31 December  —A—BER+ZRA=+—HB#&%" 1,124,703 1,124,703 1,123,263 1,123,263
Capital redemption reserve BARE RE
Balance as at 1 January —A—H&%" - = - -
Transfer from profit and loss on REBEROEERS
shares repurchase BRTER 51,704 - 51,704 -
Balance as at 31 December +-R=+—H#&%= 51,704 - 51,704 -
Exchange reserve B 51
Balance as at 1 January, —A—B&% -
as previously reported RAE SR (26,107) (33,537 - =
Prior year adjustment TEERE 37 = - =
As resfated L] (26,070) (33,537) - -
Translation of the accounts of overseas TFONT B A ) R Bk A )
subsidiary and associated companies REME (249) 260 - =
Release on disposal of an associated company i & — B & A 7]k # el (270) (2) - =
Associated companies il NG| (516) 7,209 - -
Balance as at 31 December +-A=+—HB&% (27,105) (26,070) - -
Investment property RENKERREE
revaluation reserve
Balance as at 1 January, —A—B&%F -
as previously reported RAE SR 90,798 80,515 - =
Prior year adjustment TEERE 8,194 11,769 - =
As restated E]| 98,992 92,284 - -
Associated companies BEnm 40,283 6,708 - =
Balance as at 31 December +-A=+—HB&% 139,275 08,092 - -
Balance carried forward ERET 2,218,603 2,127,651 2,104,993 2,053,289
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27. CAPITAL AND OTHER RESERVES (Cont'd)

27. BXREMEES (B

Group Company
% AR
2003 2002 2003 2002

HKS$’000/F &%  HK$'000/TiEr HK$'000/FExT  HK$000/Fi# T
Balance brought forward AL 2,218,603 2,127,651 2,104,993 2,053,289
Investment revaluation reserve REEMFHE
Balance as at 1 January —RB—B&%& (67,329) (7,642 18,747 9,873
Revaluation surplus/(deficit] of HtiREB(H1EE/
other invesiments (RfE) 137,584 [73,356) (5,400) 8,874
Permanent impairment of other investments HEiE kA BENRES
fransferred fo profit and loss account BEER 6,524 11,686 - -
Release on disposal of other invesiments HEE MR B EE 2,162 (80) - -
Associated companies NG (6,985) 2,063 - =
Balance as at 31 December +-A=+—-H&%& 71,956 (67,329) 13,347 18,747
Capital reserves N
Balance as at 1 January —A—H&® 6,194 8,063 - -
Transfer from/ (o] retained eamings HENAEEE/ (F)
by associated companies RE=F 858 (1,869 - -
Release on disposal of an HE—BERRAKER
associated company (6,131) = = =
Balance as at 31 December +-A=+-B&% 921 6,194 - -
Total balance as at 31 December +t-A=t-BFEEH 2,291,480 2,066,516 2,118,340 2,072,036

The High Court of the Hong Kong Special Administrative Region sanctioned the

reduction in nominal value of the Company's shares on 14 July 1998 (“Reduction”).

Accordingly, an amount equal fo the credit arising from the Reduction was transferred

to the special capital reserve.

The special capital reserve will not be treated as realized profits. It shall be treated

as an undistributable reserve for as long as there remain outstanding any debts or

claims which were in existence on the date of the Reduction, provided that the

amount of the reserve may be reduced by the amount of any future increase in the

paid up share capital and the share premium account.

EERITRESEERER - AANFLA
IO B AR AR R R EE (THDR]) -
B Uk e BB S| B2 E BR B B B 1 R B A
i o

WHRBEREETEREELREERERN - &
BMARERBERZEMNREEEBRR
B AIZEEAR R TR HO KRS - X
2 B A A B 1R 48 00 B AR AR R B A7 i
BRRMmB L
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28. PROFIT AND LOSS ACCOUNT 28. B R
Group Company
% N
2003 2002 2003 2002
HK$’000/F#t  HK$'000/FHEmLr HKS$000/F#Ex  HK$'000/FHET
Balance as at 1 January, —A—H&RF -
as previously reported BRI BE 2,247,170 2,085,538 1,393,462 1,382,408
Prior year adjustments TEEHE
— Adoption of new SSAP 12 — FF e ERE 125 (141,912) (121,000) - -
— Share of an associated company - it —HERA (5,905) (5,905) - -
As restated L] 2,099,353 1,958,633 1,393,462 1,382,408
Profit/(loss) atfributable to shareholders BREGEF/ (BE) 241,914 183,977 (33,878) 56,180
Dividends paid B8 Xt (49,891) (45,126) (49,891) (45,126)
Premium on shares repurchase EERRD 2 HE (284,639) = (284,639) =
Transfer fo capital redemption reserve ROBRHBEZER
on shares repurchase BE#E (51,704) = (51,704) =
Shares repurchase expenses EIEER 7 2 ER (2,836) = (3,210) =
Transfer (to)/from capital reserve by BELRER(Z)/
associated companies BEARHE (858) 1,869 - =
Balance as at 31 December +-A=1t—H&%& 1,951,339 2,099,353 970,140 1,393,462
Representing: PR
Retained profits RE & 1,876,597 2,074,373 895,398 1,368,482
Proposed dividend BORAR S 74,742 24,980 74,742 24,980
1,951,339 2,099,353 970,140 1,393,462
Group
&5
2003 2002
HK$’000/F it HK$'000/F # 7t
Profit retained by: A RE R
Company and subsidiary companies /NS4 e NG 1,748,762 1,948,845
Associated companies R /N 202,576 142,031
Jointly controlled entities HEEH A A 1 8,477
1,951,339 2,099,353

Distributable reserves of the Company at 31 December 2003, calculated

under Section 79B of the Hong Kong Companies Ordinance, amounted
to HK$973,481,000 (2002: HK$1,396,804,000).

RIEB B R AIEHIE70BIEE - KAA
R-ZEZE=Ft+_A=+—RAZA#oIk
@ R973,481,0008 L (ZEZE=F :
1,396,804,000% T) °
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29.

30.

LOAN NOTES

Group and Company

EERAAR
2003 2002
HK$’000/F % 7t HK$'000/F # 7T

Loan notes issued on shares repurchase
(note 26)
Purchase and cancellation

shE BB R PT 1T 2

The loan notes bear inferest at 4% per annum and the principal of the loan

nofes is due for repayment on 7 March 2008.

LONG TERM LIABILITIES

Secured bank loans (note 35)
Obligation under a finance lease
Other long term employee benefits

Less: current portion
Secured bank loans
Obligation under a finance lease

ERERE (fiE26) 255,234 -
8 2] &2 7% 88 (23,597) =
231,637 =
EREBEWEFENRANZFE - EREE

ReBR_ZETN\F=ALHEHEE -

30. REEE
Group
£5
2003 2002
HK$’000/ T % T HK$'000/F %7t
BEMRITIER (HFE35) 36,213 42,000
B & & &S 966 1,816
HRBETRH 4,832 6,133
42,011 49,949
B —FRNEEZE S

BEPIRITERK (5,911) (5,787)
REEEE® (890) (850)
35,210 43,312
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30. LONG TERM LIABILITIES (Cont'd) 30. RHI&E (@)
At 31 December 2003, the secured bank loans were repayable as follows: RIBE=F+"_A=+—H  BHEAR
TRRZERBRMT
Group
58
2003 2002

HK$’000/F & T HK$'000/F % 7T

Within one year —F R 5,911 5,787
In the second year FEF 6,039 5911
In the third to fifth year E=FRERF 18,924 18,517
After the fifth year REE 5,339 11,785
36,213 42,000
The secured bank loans are repayable by installments up to October 2009. BERMBRITERENSDHERZE_ZZTN
Inferest is charged on the outstanding balances at Prime Rafe minus 2% F+A-FERKREBELEBKUSKEEFH
and Hong Kong Interbank Offer Rate plus 1% per annum. TR 2% % BB IRTT [ 4% B F A = 01 %5t
=
At 31 December 2003, the finance lease liabilities were repayable as RZZEE=F+_A=+—H @pEHE
follows: BEZERBET :
Group
%W
Finance lease liabilities Present value
MEHEAE BE
2003 2002 2003 2002

HK$’000/F# 5t  HK$'000/F#x HK$000/Fi#x  HK$'000/FH T

Within one year —FR 916 Q15 890 850
In the second year E-F 76 916 76 890
In the third fo fifth year F=FZEREF = 76 - 76

992 1,007 966 1,816
Inferest element FEEH (26) (91)

Present value of finance lease liabilities REMNEEERE 966 1,816
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31. DEFERRED TAXATION 3. EEZERHIE
Group
%m

2003 2002
HK$’000/F % T HK$'000/F # 7T

Net deferred tax liabilities/(assets) —A—BZELEREEE
as at 1 January (BE) F58 4,169 (4,280)
Exchange adjustments bE 5, 8 B (76) (37)
Acquisition of subsidiaries EENLEN NG 136 =

Transfer (from)/to profit and loss account HE(H)  ERSTER

(note 11) (BEsE11) (10,226) 8,486

Net deferred tax (assets)/liabilities +-A=+—HZEEHEA
as at 31 December (BE) afEFE (5,997) 4,169

The deferred tax assefs and liabilities recognized in the balance sheet are

REERBRTEAZELEHEAEERA

analyzed as follows: BafmT
Group
£
2003 2002
HK$’000/ T 7% 7t HK$'000/F & T
Deferred tax liabilities RIEBIEAE
— Accelerated depreciation — MRFLIETE 3,271 3,224
— Unrealised profit — RHIRER 1,393 1,718
— Undistributed eamings and others — KOIREF KEHAM 1,708 4,374
6,372 9,316
Offset against deferred fax assets HHRLEHIBE E (2,516) (3995)
3,856 8,921




Annual Report 2003 =O O = F F i 99

31. DEFERRED TAXATION (Cont'd) 31 EEBE (&)
Group Company
£=H RAF
2003 2002 2003 2002

HK$’000/F &t  HK$'000/F#L HK$'000/FExT HK$'000/FET

Deferred tox assets RRERIEAE
- Decelerated depreciation - BARERE 353 = = =
— Ceneral provision - —REH 5,431 - 1,430 -
— Revaluation of assefs - BEER 391 183 - -
- Unused tfox loss - REHE 6,194 4,964 - -
12,369 5,147 1,430 =
Offset against deferred tax liabilities BHETHIEEE (2,516) (395) - -
9,853 4,752 1,430 =
At the balance sheet date, the Group has unrecognized deductible RELR  SEARERTHRETER=E
temporary difference of HK$5,809,000 (2002: HK$31,338,000) and 5,809,0008 L (ZFZT =4 : 31,338,000
unrecognized tax losses of HK$38 1,472,000 (2002: HK$489,603,000) BIT) 0 RAIK R R Fl 2 R AERF B
available to offset against future profits. The tax losses have no expiry date 381,472,000/ 7T (ZEZ 4 : 489,603,000
except for HK$3,155,000, HK$ 16,720,000 and HK$ 3,598,000 which BIL) c BROBIR ZZTZT M4 3,155,000
will be expired on 2004, 2005 and 2006 respectively. BT ZZEZRF 216,720,000 T - K

TET N2 3,598,000/ LRI H 2 T8
N LB EBIEAE o

The temporary difference associated with undistributed earnings of RZZEZT=F+-_A=1T—H HfEA
subsidiaries as at 31 December 2003 was immaterial. AIRDIKBHNEE s RERELTIERX -
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32. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

2. ZFEREREBRMEE

Group
£®
2003 2002
HK$’000/F & T HK$'000/F # 7T
Profit before taxation R 56 B 4 A 299,755 234,708
Associated companies /N

— Share of profits and losses — Frib s A & B 1 (147,460) (85,337)

— Amortization of share of goodwill — B HMhE R 742 1,601

— Amortization of goodwill on acquisition — — # 85 U BE B 2 g B 30,916 8,128

— Amortization of negative goodwill —HBHWER2EBHE

on acquisition (40,806) (37,894
Jointly controlled entities HEEH A A

— Share of profits and losses — FiEE A B B A (1) 2,456

— Amortization of share of goodwill —BiEMmhEE - 2,714
Amortization of negative goodwill on BIEKERBEAR 2EHE

acquisition of subsidiary companies (3,829) (2,812)
Dividend income A& S A (41,906) (39,641)
Interest income FLB U A (162,494) (227,493)
Loss arising from default of loan agreement B Millennium Touch Limited R & 1T

with Millennium Touch Limited B R E A 2 EiE

[written back)/provided (BE@E) B (26,412) 10,110
Net unrealized (profit) /loss on BEEEBIRZREE CRFD

trading securities B BF 5 (3,313) 3,332
Profit on disposal of an associated company & — i & A 7] 2 & Fll (1,146) (2,001)
Provision for doubtful debts written back REREHEE (42,036) (21,103)
Revaluation deficit of investment property &% & ¥ ¥ & &R E (#E)

[written back)/provided B (200) 2,909
Amortization of intangible assets HHELEE 3,578 3,605
Depreciation e 16,750 14,969
Fixed assefs and intangible assets written off [l & & & & & 2 & 7= M 88 - 5,905
Interest expenses MEX ﬁ 13,015 14,764
Loss on disposal of a jointly confrolled entity & — @43 &l A 7 2 & 5,549 =
Loss on disposal of fixed assets = . EEERE 420 1,028
Net loss/[profit) on disposal of ﬁ%,ﬁ@&ﬁZEﬂa/

other investment CmH)) F5a 753 (1,119)
Permanent impairment of other investments i1 3% & 5k A (& (& Bl & 6,524 11,686
Provision for diminution in value of —BE RN RRELER

an associafted company 21,892 =
Provision for doubtful debts R R AEH 34,684 44,471
Provision for interest and legal cost in BREFEREREGR QA

respect of the litigation with & A 2 A B ¢ NOERE M

New World Development B

Company Limited 58,364 =
Decrease in lending over one year —FH ERFOR S = 167,453
(Increase)/decrease in trade and AR R Hoqth E U BR (18 0) 7

other receivables Vs (832,711) 405,433
(Increase|/decrease in trading AR () R A

account securities (9,904) 4,435
Increase in frade and other payables 4 N E At R AT BR 38 0 726,161 146,582
(Decrease)/increase in other long term HWEHETEF CRd)

employee benefits 3% N (2,005) 777
Cash (used for)/generated from operations 4% (FTA) /EE£ZRE (95,120) 669,666
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32. NOTES TO THE CONSOLIDATED CASH FLOW 32. &6 HERERH T (B
STATEMENT (Cont'd)

Group
£=8
2003 2002
HK$’000/F & T HK$'000/F # 7T

Net assets acquired BANFEE
— Intangible assets —\BEE 1,530 -
— Fixed assets —BEEE 33,000 -
— Other investments —HEMRE 4,332 -
— Cash and bank balances — B RIRITEF 30,266 -
— Trade and other receivables — 18 I H b fE M BR 127,368 -
— Trading account securities —EBAHLER 759 =
— Bank overdrafts —RITEX (43,018) =
— Trade and other payables — e I H Ath JE AT BR (89,538) =
— Taxation payable — A (27) -
— Other long term liabilities —HiRBEE (704) =
— Deferred tax liabilities —BEERIEAE (136) -
63,832 -
Negative goodwill amea (10,260) =
53,572 -
Satisfied by 75
— Cash —R& 36,827 -
— Accounts payable — ERTERIE 16,745 =
53,572 -
The subsidiaries after acquisition had net cash outflow from operating MEARRBEARERELEEFH 2
activities of HK$37,619,000 (2002: Nil) and net cash outflow from FIREMM 37,619,000 (ZEE
investing activities of HK$ 1,642,000 (2002: Nil). —FE | RBAREEREESF

WML 1,642,000 T (ZTF =
Fo\E -
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32. NOTES TO THE CONSOLIDATED CASH FLOW 32. @R & REKRMF (8

STATEMENT (Cont'd)
Analysis of the net cash outflow in respect of the purchase of BAMBAR 2 FREREAHN
subsidiaries:
Group
=
2003 2002
HK$’000/F % 7T HK$'000/F % 7T
Cash consideration REeRE (36,827) =
Bank balances and cash in hand acquired A 2 R& RIRITEHETT 30,266 -
Bank overdrafts acquired BAZRITEX (43,018) -
Net cash outflow in respect of the purchase f& AMTE A R 2 FRE
of subsidiaries piiges! (49,579) -
33. COMMITMENTS 33. EiE
Group
=
2003 2002
HK$’000/F % 7t HK$'000/F % 7T
Contracted but not provided for ERERNERERE PIEHERSE 2,520 4,339
Authorized but not contracted for EHEBRELNE 16,205 47175
18,725 51,514
At 31 December 2003, the Group had future aggregate minimum RZZETE=F+_A=+—0  £H
lease payments under non-cancellable operating leases as follows: RIBT AT HE € BB M AR RKX
NZ&EEENRNOT :
2003 2002
Land and Lland and
buildings Others buildings Others
EHE Hity P E Ht
HK$’000/F %t HK$'000/F#Ex  HK$'000/FEIL  HK$000/FE T
Within one year —FR 24,582 927 22,933 77
In the second to fifth year inclusive ZERER 7,510 38 26,404 -
32,092 965 49,337 77




34. CONTINGENT LIABILITIES

(a)

(b
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4. HAREE

At 31 December 2003, the Company and the Group had guarantees (o) ARARREER=_ZEZTE=F+=ZA=
as follows: T—BZREMAT :
Group Company
-3 AAH
2003 2002 2003 2002
HK$’000/F# 7t  HK$'000/F#r HK$'000/FiEx  HK$000/FH T
Guarantees for banking and BTUATRRIZRARER
loan facilifies granted fo: FERE
- subsidiary companies il - = 308,000 433,000
~ a subsidiary company of a jointly —HEZHREZ
confrolled entity =G - 100,000 - 100,000
- an investee company ——HiRE DA 6,989 7,020 6,989 7,020
Indemnities on banking guarantees ¥4 T —H B R EEHE
made available o a clearing house 2 RITIREFTIEZ EIR
and regulatory body 4,540 4,540 - =
Indemnities on letter of credit issued by ¥ —#R1T5t —&F P EF A E L
a bank for a loan to a client ERAMZ ER 67,556 - - =
Other guarantees HifRE 913 1,734 - -
79,998 113,294 314,989 540,020
On 9 September 2002, Sun Hung Kai Investment Services Limited b) RZZTZT=_FNANH ' FIITEM

("SHKIS"), an indirect wholly-owned subsidiary of the Company, was
served with a writ attaching a statement of claim by Shenzhen Building
Materials Group Co. Limited, a Shenzhen P.R.C. registered company,
claiming the return of certain shares in Shenzhen International Holdings
Limited (worth approximately HK$41 million at 31 December 2003)
fogether with inferest, costs and damages. The actions taken by SHKIS
were based on considered advice from reputable legal counsel, which
advice was strictly followed in its implementation. The claim is being
strenuously defended and at this stage the Directors take the view
that no contingency arises for which a provision is required fo be
made. The case is af an early stage with interlocutory matters only
being dealt with. The plaintiffs have taken very few actions fo progress

their writ.

SEER AR (—RAEH BRI E
MKz AR AARAHEZEN
BRARFBEREREBRAR ([F
BEREBHREFR
ETRINBEZERER AT ZBN
(RZZEZ=F+ZA=+—HKNE
AEERT)  YREFPRZME -
ERNREBENX - MBERERRZ
THEER —FRERERBERME
HZRBARER  MEENT - &
BELHADEURE  MERME
B RAEER/TEEEMAXREA
BEAMBHFEZELBEE - LFH
EEMTFERER  YERTTHFR
BEE - RRAREREBERREDNDEZX
2178 -

ERRE
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34. CONTINGENT LIABILITIES (Cont'd)

c)

On 4 February 2004, Sun Tai Cheung Credits Limited ("STCC”),
also an indirect wholly-owned subsidiary of the Company, and SHKIS
were served with a writ attaching a statement of claim by Shanghai
Finance Holdings Limited, claiming, infer alia, an Order that the sale
of the shares in Shun loong Holdings Limited (“Shun Loong Shares”)
by STCC as assignee to SHKIS (at a consideration of
HK$36,500,000 subject to additional amounts in a sum of
HK$ 15,700,000 which may be payable one year from the date of
completion under certain conditions) pursuant to a sale and purchase
agreement dafed 25 June 2003 be set aside, or alternatively, as
against STCC, damages and an account as fo the money obtained
by STCC in respect of the Shun Lloong Shares. The writ is being
vigorously defended. STCC and SHKIS were properly advised at all
times during the fransaction and firmly believe there is no basis to the

claim.

Legal costs will be recorded in the profit and loss account as incurred.

35. ASSETS PLEDGED TO THIRD PARTIES
At 31 December 2003, listed investments belonging to the Group and
margin clients with a fotal market value of HK$792,489,000 (2002:
HK$761,412,000) were pledged to banks and financial institutions.
Banking facilifies of HK$1,865,000,000 (2002: HK$2,030,000,000)
were available to the Group. The Group also had leasehold properties

with a tofal book value of HK$95,271,000 (2002: HK$63,897,000)

pledged to banks as security for instalment loans and overdraft facilities of

HK$44,000,000. The total of the outstanding balance of the instalment

loan and the draw down of the overdraft facilities at 31 December 2003

were HK$72,718,000 (2002: HK$42,000,000).

34. HRAE (@)

) R=ZZTZTWF=—AMAH - Shanghai
Finance Holdings Limited Al [A & 28 2 &
BEE2EMNBLARFTREREFRA
A FEERE] ) RIBEREH D
REBER  ER(EPEE) MENFE
EREERMBERKEZXENR
BRHA_ZTT=FA-+HAZ
BEEMHEMEEZIEEEEBRAA
Retn (TIREE R f7 1) (YEfE 36,500,000
B BEETHRERET - #ree
Rk BB g — F X EIN
15,700,000% 7Tt 2 5IR) » Xk EK
MERERGERERESHEUARTRS
RIERIBERNHAERZ £ - £E
ERNEEMBERE - HRZERER
MBEREERSHB —BREER
FTE UREFHERE=ZEEE -

BFRAFRESREERREBRAER
TR

. BEHRTFE=ZZZEE

RZET=F+_A=+—HB BREE
RBEHFBREFL 2 EMBHFEER TR
R EHEMER/92,489,000%
TL(ZZEE=F : 761,412,00057L) ° %
ErFAMEEEA],865000,000% T
(ZZZ =% : 2,030,000,000% L) - £E
MAERMBRES,271,0008 L (ZEZE =
F : 63,897,000 L) 2 EHEZYWERT
RIT  FRGETERESHERREXEE
44,000,0008 T2 BEH - R=ZTE=F+
ZA=T—H WHAEES>HAERRRER
ZEYEEBRFER72,718,0008 T (=T
T4 : 42,000,000%7T) °



2003 were as follows:

36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES

The principal subsidiary and associated companies as at 31 December
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ARBEAAWT :

36. TEMBLATEEEE QT
R-BE=F+_A=+—HBFEMBEA

Country of Group
incorporation equity

Principal and operation Issued and paid up interest

subsidiary companies EAES S share capital £8 Principal activities

EX:30) P R BORBERE BHER TEER

Bali Infernational Finance Limited Hong Kong 137,500,000 HK$1 shares 100% Financial service and

BEMFBZEER QA & 137,500,0008% &% 178 7T invesiment holding

FRBBERERRE

Bali Securities Co. Limited Hong Kong 7,000,000 HK$ 1 shares 100% Securities dealer

BENEZFERARA EE 7,000,000/ B ik 17 7T BHXHE

Best Delia Infemational Limited British Virgin Islands 1 US$1 share 100% Investment holding
RERUES 1R &R 1T EREKEE

Boneast Assefs Limited British Virgin Islands 1 US$1 share 100%* Investment holding
HERUES 1R &R 1T ERERE

Cheeroll Limited Hong Kong 2 HK$1 shares 100% Share frading
EE 2B ERIET EHEE

China Direction Investments Limited Hong Kong 4,500,000 HK$1 shares 67% Share frading and

RRREARAA &8 4,500,0008 &% 178 7T invesiment holding

EREERERRE

Consfable Development S.A. Panama 5 US$1 shares 100% Investment holding
N SIRFRIET EREKEE

Cowslip Company Limited Hong Kong 2 HK$1 shares 100% Investment holding
EE 2B FRR BT ERERE

Cloria (Nominees) Limited Hong Kong 2 HK$100 shares 100% Investment holding
EE 28GR 1008 T EREE

Cloxin Limited Hong Kong 2 HK$1 shares 100% Investment holding
EE 2B FRR BT EREE

Grand Securities Company Limited Hong Kong 20,000,000 HK$1 shares 100% Securities broking

REZEHBRAA EE 20,000,000 & & 178 7T BHRE

Hilarious (Nominees) Limited Hong Kong 100 HK$100 shares 100% Investment holding
EE 1008 8 f& 100% 7T ER&RE

-Market Limited British Virgin Islands 1 US$1 share 100%* Investment holding

RERAEE

8= AEv

EREE
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(Cont'd)

36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES

36. TEMBLATHEBE QT (8

Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
ltso Limited Hong Kong 2 HK$1 shares 100% Share trading
Bk 2RERIET EHFEE
Lexshan Nominees Limited Hong Kong 2 HK$1 shares 100% Nominee service
FEILUREATRAF EE 2 FR BT RIB AR
Macdonnell (Nominees) Limited Hong Kong 100 HK$100 shares 100% Investment holding
Bk 10082 8 2 1007 7T EREE
Oakfame Invesiment Limited Hong Kong 2 HK$1 shares 100% Investment holding
BEREBRAA Bk 2 FRRE T EREE
Pioneer Score Development limited Hong Kong 2 HK$1 shares 100% Investment holding
FEERBERAA Bk 2 ZRR1E T EREE
Plentiwind Limited Hong Kong 2 HK$1 shares 100% Futures trading
Bk 2RERIET BEEE
Quick Art Limited Hong Kong 3,540,000 HK$1 shares 100% Share trading and
Bk 3,540,000 & % 17 7T property investment
BHEBERMERE
Ranbridge Finance limited Hong Kong 20,000,000 HK$ 1 shares 100%* Money lending
RRUBERAA Bk 20,000,0008 & & 17 7T B
Ranbridge, Inc. The Philippines 5,385,000 Peso 1 shares 100% Money lending
FRE 5,385,000 B 1 & B
Scienter Investments Limited Hong Kong 2 HK$10 shares 100% Share trading
Bk 2R B0 T EFEE
Shipshape Investments Limited British Virgin Islands 1 US$1 share 100%* Investment holding
RERNES 1RERIET EREE
SHK Financial Data Limited Hong Kong 100 HK$ 1 shares 51% Provision of financial
HRERKEABRAA Bk 1008 &/ 17 7T information service
B BRTE
SHK Fund Management Limited Hong Kong 5,000,000 HK$ 1 shares 100% Funds management and
REKAEREERAR BB 5,000,0008 & /% 174 7T securities business

development

ESEERBHEBHRRE
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES  36. = E i & 2 Bl BB & 1 7] (#)

(Cont'd)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
SHK Global Managers Limited British Virgin Islands 5,000 US$1 shares 100% Funds management
RERNES 5,000/ &R 1E T EeER
SHK Online (Securities| Limited Hong Kong 3,000,000 HK$10 shares 100% Online securifies broking
HRERE GER) BRAR Bk 3,000,000 &A% 107% T and margin financing
BLEEFERERESHR
SHK Online Limited Hong Kong 2,000,000 HK$10 shares 100% Online financial services
HRENMBERAR EE 2,000,000 &A% 107% 7T BLERRH
SHK Pearl River Delta Investment Hong Kong 2 HK$1 fully paid shares 100% Investment holding
Company limited &5 09,999,098 HK$1 shares EREE
HRERI=AMNREERLT paid up fo HK$0.75 each
2BHRKRIET
99,999,998/ & 17 T
(BRARZEO75ETT)
Splendid Gain Limited Hong Kong 2 HK$1 shares 100% Investment holding
Bk 2 ZRRE T EREE
Shun Loong Bullion Limited Hong Kong 6,000,000 HK$1 shares 100% Bullion dealing
B € %5 R A Bk 6,000,000/ B ik 17 7T HeEE
Shun loong Capital Limited Hong Kong 65,000 HK$100 shares 100% Investment holding
B E B R A A Bk 65,0008 & 100% 7T EREE
Shun loong Finance Limited Hong Kong 1,000,000 HK$1 shares 100% Money lending
1B FE 81 75 5 R 2 A Bk 1,000,00008% & % 17 7T B
Shun Loong Forex Company Limited Hong Kong 3,200 HK$ 10,000 shares 100% leveraged foreign exchange
IR SMNER R 2 Al Bk 3,2000% & i 10,0007% 7T dealing and broking
BRMEEE REL
Shun loong Futures Limited Hong Kong 150,000 HK$100 shares 100% Futures and option broking
B HEH R A Bk 150,000 & fix 10078 7T HERHELL
Shun loong Holdings Limited Hong Kong 200,000,000 HK$1 shares 100% Investment holding
B fE & B 5 R 2 A Bk 200,000,000 @ A% 178 7T IR E
Shun Lloong Nominees Limited Hong Kong 10,000 HK$ 10 shares 100% Provision of nominee and
IEBE I A B R A F &5 10,000 B & 103 T secretarial services

REARBE RS
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES

36. TEMBLATHEBE QT (8

(Cont'd)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
Shun Loong Onrline Investment Services Hong Kong 25,000,000 HK$1 shares 100% Computer and marketing
(H.K.) Limited BB 25,000,000 &% 175 7T advisory services and
IEFE 48 32 & R %5 (F38) BRA A securities frading
Bl R HE L AR
MEHBE
Shun loong Securities Company Limited ~ Hong Kong 50,000,000 HK$ 1 shares 100% Securities broking and share
B =5 1TRRA R EE 50,000,0000% & 178 7T margin financing
BHERREFHK
SL Meridian Holdings Limited British Virgin Islands 10,000 HK$ 100 shares 100% Investment holding
RERNES 10,000 & 100% 7T EREE
Sun Hing Bullion Company limited Hong Kong 5,000,000 HK$1 shares 100% Bullion trading
HESEBRAA Bk 5,000,000/ B ik 17 7T HeEE
Sun Hung Kai (Nominees) Limited Hong Kong 2 HK$ 100 shares 100% Nominee service
MRE (REAN)BRAA Bk 288X 1007E T RIB AR
Sun Hung Kai Bullion Company limited Hong Kong 30,000,000 HK$1 shares 100% Bullion frading
HRESEXERARA EE 30,000,000 & & 17 7T HEeEE
Sun Hung Kai Capital Markets Cayman lslands 1 US$1 share 100% Financial product origination
(Cayman| Limited HEHE 1RERIET SRERET
Sun Hung Kai Commodities limited Hong Kong 80,000,600 HK$1 shares 100% Commodities broking
HREHEERAA EE 80,000,600 & & 178 7T GRS
Sun Hung Kai Forex Limited Hong Kong 150,000,000 HK$1 shares 100% Foreign exchange trading
HRESNEFERAA EE 150,000,000f% & A% 178 7T SNEEE
Sun Hung Kai Holdings, Inc. The Philippines 250,000,000 100% Investment holding
FRE Peso 1 common shares Bk &RE
5,000,000
Peso 10 preferred shares
250,000,000% @R Bk 15 %
5,000,000 £ RER 10K E
Sun Hung Kai Insurance Consultants Hong Kong 1,000,000 HK$1 shares 100% Insurance broking
Limited N 1,000,0008% & i% 1% 7T RE R

HEERREREERAR
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES  36. = E i & 2 Bl BB & 1 7] (#)

(Cont'd)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
Sun Hung Kai Infernational Bank Brunei Darussalam 10,000,000 SGD 1 shares 100% Infemnational banking business
[Brunei] Limited e 10,000,0008% & % 137 i3 7T RRITER
Sun Hung Kai Infernational Limited Hong Kong 100,000 HK$100 shares 100% Corporate finance service
HREBBRERAR EE 100,000 & fix 10078 7T CERERE
Sun Hung Kai Inferational Commodities ~ Hong Kong 50,000 HK$100 shares 100% Commodities dealer
Limited Bk 50,0008 &R 100% 7T GEEEE
Sun Hung Kai Inferational Invesment British Virgin Islands 50,000 US$1 shares 100%* Investment holding
Management Limited RERAHS 50,0008 B A% 15 7T BRI E
Sun Hung Kai Investment Services Macau Fully paid capifal 100% Financial service
(Macau Limited B MOP 1,000,000 T BIR
#E R 1,000,0008F9 T
Sun Hung Kai Investment Services Limited ~ Hong Kong 2,900,000 HK$100 shares 100% Share broking and
MBERERBERRA Bk 2,900,0000% & % 1007 7T margin financing
BHERREFZHR
Sun Hung Kai Online Limited British Virgin Islands 1 US$1 share 100% Online service
RERNES 1RERIET B LR
Sun Hung Kai Research Limited Hong Kong 10,000 HK$ 10 shares 100% Securities research service
HREEHPRERAA Bk 10,0008 & B 107 7T EHERPRE RS
Sun Hung Kai Securifies (Bermudal Limited ~ Bermuda 12,000 US$1 shares 100% Investment holding and
ARE 12,0008 B /% 1= 7T management service
IR E R E RS
Sun Hung Kai Securities [Overseas) limited  Hong Kong 60,000 HK$1 shares 100% Investment holding
HREES (BN BRARA Bk 60,000/ & fix 178 7T IR E
Sun Hung Kai Securities (Phil.), Inc. The Philippines 273,600,000 Peso 1 shares 100% Investment holding
FRE 273,600,0008 & i 1 ;R & IR E
Sun Hung Kai Securifies (Trustees) Limited ~ Hong Kong 3,000,000 HK$1 shares 100% Provision of trustee service
HREES (F) BRAA Bk 3,000,0000% & % 17 7T 15 7R
Sun Hung Kai Securifies Capital Hong Kong 1,000 HK$1 shares 100% Investment holding
Markets Limited &5 1,0008 & /% 178 7T TR E

HEEEREATSERAT
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES
(Cont'd)

36. TEMBLATHEBE QT (8

Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
Sun Hung Kai Securities Limited Hong Kong 249,797,178 HK$0.5 shares 100%* Investment holding
BRI FERA A EE 249,797 1780k 81 0.5% 7T EREE
Sun Hung Kai Venture Capital Limited Hong Kong 2 HK$1 shares 100% Investment holding
Bk 2 ZRR BT EREE
Sun Hung Kai Wealth Management Limited  Hong Kong 5,000,000 HK$ 1 shares 100% Investment advisory,

MBEEHERBRAA EE 5,000,000/ &z 175 7T

financial planning and
wealth management

RERER - MHERE

REEER
Sun Tai Cheung Credits Limited Hong Kong 15,000,000 HK$10 shares 100% Share margin financing
HEEREBRAA EE 15,000,000 & & 107 7T EEE20 6
Sun Tai Cheung Finance Company limited  Hong Kong 25,000,000 HK$1 shares 100% Financial service
NRENBKERAA EE 25,000,000l &R 17 T & A PR %
Swan Islands Limited British Virgin Islands 1 US$1 share 100%* Investment holding
RERNES 1RERIET EREE
Tailwind Consultants Limited British Virgin Islands 1 US$1 share 100%* Investment holding
RERNES 1RERIET EREE
Texgulf Limited Hong Kong 2 HK$10 shares 100% Property investment
Bk 2R B0 T MERE
To Wan Development Company limifed ~ Hong Kong 1,000 HK$10 shares 100% Investment holding
HEBRBRAA Bk 1, 0008 & i 10 T EREE
Tung Wo Investment Company, Limited Hong Kong 100 HK$100 shares 100% Investment holding
R EFR AT Bk 1002 & 2 1007 7T EREE
Upper Selection Investments Limited British Virgin Islands 1 US$1 share 100%* Investment holding
RERNES 1RERIET IR E
Upsfand Assefs Limited British Virgin Islands 1 US$1 share 100%* Investment holding
RERNES 1REM®K ET IR E
Wah Cheong Development Company, Hong Kong 25,100,000 HK$1 shares 100%* Investment holding
Limited N 25,100,000 B 178 7T ERIRE

EEREBRAA
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36. TEMBLATHEBE QT (8

(Cont'd)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ERNES S share capital %8 Principal activities
E3:30) P R BORBRRE FHRER TRER
Wah Cheong Development [B.V.L.) Limited ~ British Virgin Islands 2,675,400 US$1 shares 100%* Investment holding
KBRAES 2,675,400 R 1% T BEREE
Wineur Secretaries Limited Hong Kong 2 HK$1 shares 100% Secrefarial service
BEMEFRAA EE 2RERIET WERS
Yee Li Ko Investment Limited Hong Kong 300,000 HK$10 shares 100% Property investment
BHNRREBRAF Bk 300,000 & ix 10/£ 7T NERE
Zeal Goal International Limited British Virgin Islands 1 US$1 share 100% Investment holding

KBRAES

These subsidiary companies are directly held by the Company.

IRERIET

B E

*HEMBARIMARREERSE ©

Country of Equity interest held by
Principal incorporation Group Company
associated companies and operation REED Principal activities
TEBREQNR EMREBSE %8 ARQH TEER
Chronicle Gain Limited Hong Kong 45% = Property holding
HEHERAA G NERE
Drinkwater Investment Limited Hong Kong 22% = Property holding
RREXARLA G NERE
Eurasia Matiress & Fumiture Co. Lid. People’s Republic of China 25% = Manufacture of matiresses
BERBRAERAF I and bedsteads
KRB R RREE
Omicron Intemnational Limited Brifish Virgin Islands 44% 38% Invesiment holding
RERTEHS ERERE
Quality HealthCare Asia Limited # Bermuda 28% = Investment holding
ERTMERAR BRE ERERE
Real Estate Invesiments (N.T.) Limited Hong Kong 40% = Property development
EE MEER
Silver York Development Limited Hong Kong 40% = Property development
KBERERAA EE MEER
Start Hold Limited Hong Kong 33% = Investment holding
BERERAA EE ER&RE
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED COMPANIES

(Cont'd)

36. TEMBLATHEBE QT (8

Country of Equity interest held by
Principal incorporation Group Company
associated companies and operation FRER Principal activities
TEBERT HMREBLE BN £ 3] ART 334
Tian An China Investments Company Hong Kong 48% 40% Investment holding
Limited * Bk BRI E
ARRPEREFRAA
Tianjin Eurasia Mattress & Fumiture People’s Republic of China 25% = Manufacture of mattresses
Co. ld. i and bedsteads
RERTABRABRAA K& RR R BLE
Yu Ming Investments Limited * Hong Kong 22% 6% Investment holding
BHEEFRAA Bk EREE

These associated companies are listed in Hong Kong and further details about

these associated companies are available in their published audited accounts.

The above tables list the subsidiary and associated companies of the
Company which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net assets of the
Group. To give details of other subsidiary and associated companies would,

in the opinion of the directors, result in particulars of excessive length.

Sun Hung Kai Investment Services Limited (“SHKIS"), a wholly-owned
subsidiary of the Group, holds 80% equity interest in Tian An (Shenzhen)
Investment Company Limited (“TAS"). TAS is not classified as a subsidiary
of the Group under SSAP32 as SHKIS does not intend to control TAS
which is defined as “the power to govern the financial and operating
policies of an enterprise so as to obtain benefits from its activities”. It is
intended the interest in the company will be divested upon conclusion of

the litigation.

# WEMERRABTRELTAR  EFAEH
AARUERBMEM I ERKEAF

A EPTSIZ AR R B A E R B &R E
REERRUAFERBZEEFEAY
E IBKEEFEETRIEND ZAF -
EERRIEEMBHBRRREERRZ
FHEECEMBRITK

SE-—2BEWNBRARFBERERBER
RE([FBERE]D BERR (RIDKRE
BRAR ([RZFRI]) 80%HEE - RIFE
FPERE2MRR AL TR AER 2
MEAR  EMBEKEESERRLR
I FHRERR I XE X BREL
R ZENARE RS T ERF =] - B8
FRARTER  Arf8lZ AR 2R
oo

Bl
¥



37. RELATED PARTY TRANSACTIONS

During the year, the Group had the foHowIng material transactions with
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37. EREALTZRS

RAFER  SFEEEHEALANATZ

related parties: BEARS :
Group
%8
2003 2002
Note [ff #E HK$’000/F % T HK$'000/F % 7T
Decrease in guarantees for banking Y —HEZEHRARZ
and loan facilities granted to a — A BB IRTT R E R
subsidiary of a jointly controlled =& RERMD
entity (a) - (25,000)
Dividends received from a subsidiary MREERAT 2 —HME QA
of the ultimate holding company WER 2 B B 22,880 16,570
Disposal of Group's inferest in a HE—HREH QR 2SR
jointly controlled entity together HEEA Tz AR REKE AR
with the assignments of advances ZERTREERRRZ
to that company and its subsidiary — R M B 2 A
fo an indirect subsidiary of the
ultimate holding company (b) 87,500 =
Interest income from a listed t— LB ERRIPG
associated company PSR & 13,647 12,434
Insurance premium received from the B A AR X ) % BB /8
ultimate holding company and ARz R E
its subsidiaries 4,448 4,044
Insurance premium received from & - E A El g ER
listed associated companies IRBe & 2,917 1,149
Loan note bears interest of 2.5% per S — EmEEE DA s ER
annum issued by the listed ZEZE=F N\ ADERNG R
associated company on its BT Z BB 2. 5% 5 F| 2
repurchase of shares in ENRE
August 2003 78,000 -
Promissory note received from a ft— EmEE R REZ
listed associated company for its HERBERER B A
repayment of the outstanding R/ ARRERRRZ
principal and interest of its RAEBRE KA E
promissory nofe/convertible
loan note 40,419 40,419
Rent, property management and f— EmEERAMREZ
airconditioning fees received from He VEEBEX
a listed associated company ZHEHR 937 1,253
Service fees paid to a subsidiary BT REERARZ —
company of the ultimate MBARREER
holding company 5,000 6,200
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37. RELATED PARTY TRANSACTIONS (Cont'd)

37. EREALZXR 5 (#)

At 31 December 2003, the Group had the following material balances RZTE=F+=ZA=+—H SEHEEF
with related parties: BEALTBATZERER
Group
£®
2003 2002
Note Fff = HK$’000/T & T HK$'000/F % 7T
Amounts due from/(to) e NRXRE,/ (EER)
associated companies
Amounts due from a listed — B A AR AR
associated company
— loan note —EREE 78,000 -
— Promissory notes —AHEEE 185,419 185,419
— Interest receivable and others — R B REAM 23,120 29,706
Amounts due from other H b B N RIR R
associated companies 78,117 78,209
Amounts due fo other associated H e a QR HER
companies (32,168) (31,818)
Dividend receivable from a subsidiary of & IZER AT Z — M B A &
the ultimate holding company PR 2 FE W PR B 11,000 =
Amount due from a jointly controlled entity — #k [ #% §l A & &K B8R (a) - 90,000
Guarantees for banking and loan faciliies 45 F — 2k RZEH A Al 2
granted to a subsidiary of a jointly — B RIRITRERK
controlled entity EEZRE (a) - 100,000
[a)  The joinfly controlled entity is also a subsidiary of the ultimate holding company. (o)  MEHRZEHRRTNBEEERAGZ —HE
A7 -
(b)  The loss on disposal of the jointly controlled entity was HK$5,549,000. (b)

HEWHARER AR ZEIERS, 549,000%
I °©



38. MATURITY PROFILE OF ASSETS AND LIABILITIES
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B.EEREEIHIMN

As at 31 December 2003
R=22=%+=A=+-H

DO=F 5%

3 months 1 year
Within to 1 year to 5 years After On
3 months =@A —F 5 years demand Total
Z@BAR E—F ERE EE#® Bl R 3R RK wE
HK$’000/ HK$’000/ HK$’000/ HK$’000/ HK$’000/ HK$000/
FAX  FHx  TAx  TAx  THEx  Thx
Assets BE
Promissory/loan notes of a listed — e AR Z
associated company EHEZEREREZR - 40,419 78,000 - 145,000 263,419
Fixed deposits with banks RITE BF R 243,584 - - - - 243,584
Term loans A HE R 278,486 79,000 - - 89,342 446,828
Debts securities in trading RBEHEERZ
account securities AR5 E 5 7,747 = = = = 7,747
Liabilities afE
Bank loans and overdrafts RITEAREL 283,447 - = = - 283,447
Loan notes ERER - - 231,637 - - 231,637
long term bank loans RERITIE R 1,466 4,445 24,963 5,339 - 36,213
Obligation under a finance lease mMEHEED 219 671 76 - - 966
As at 31 December 2002
R_ZZE_F+-_A=+—8
3 months 1 year
Within to 1 year to 5 years After On
3 months =@EA —F 5 years demand Total
=EAR E—F ERF hF# B B 38 3R EoE)
HK$'000/  HK$'000/ HK$'000/ HK$'000/ HK$'000/  HK$'000/
FHET FHET FHET FHT FAT FHET
Assets BE
Promissory nofes of a listed — FHBERFZ
associated company AERE - 185419 = = - 185,419
Fixed deposits with banks IRITEHER 133,884 - - - - 133,884
Term loans E%@f%?x 127,339 309,500 = - 161,137 597,976
Debits securities in trading RBEHFLERZ
account securities B ESH 13,196 = = = - 13,196
Liabilities =R
Bank loans and overdrafts RITERREL 23 = = = - 23
long ferm bank loans REBIRTTER 1,436 4,351 24,428 11,785 - 42,000
Obligation under a finance lease B &R EEH 209 641 Q66 = = 1,816
The above tables only list out the assets and liabilities which have a term of FRRIGEHRZEERAE  BEM
maturity. Overdue assets are reported as on demand. RNERZEBERANFER »
39. ULTIMATE HOLDING COMPANY 39. RARER ’Z\\ A
The ultimate holding company of the Group is Allied Group Limited, a SEREERARRBEEEFRAR
company incorporated and listed in Hong Kong. —EERETMK L RERE LT 2R A
40. APPROVAL OF ACCOUNTS 40. lRE BB

EXgN _TTNFOAT=HBBNE
49BFE 1158 2KRA -

The accounts on pages 49 o 115 were approved by the Board of Direcfors

on 13 April 2004.



