Financial Statements

LURE e

NOTES TO FINANCIAL STATEMENTS
For the year ended 31 March 2004

1.

GENERAL

The Company is an exempted company incorporated under the
Companies Act 1981 of Bermuda (as amended). Its ultimate holding
company is J&A, which is incorporated in the British Virgin Islands.

The Company is an investment holding company. The principal
activities of the Group are the provision of financial services,
including stockbroking, futures and options broking, mutual funds
and insurance-linked investment plans and products broking,
securities margin financing and corporate finance advisory services.

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARD

In the current year, the Group has adopted, for the first time, the
following Hong Kong Financial Reporting Standard (“HKFRS”)
issued by the Hong Kong Society of Accountants (“HKSA”). The
term HKFRS is inclusive of Statements of Standard Accounting
Practice (“SSAP(s)”) and Interpretations approved by the HKSA.

SSAP 12 (Revised) Income Taxes
The principal effect of the implementation of SSAP 12 (Revised) is
in relation to deferred tax. SSAP 12 (Revised) requires the adoption
of a balance sheet liability method, whereby deferred tax is
recognised in respect of all temporary differences between the
carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable
profit, with limited exceptions. The adoption of SSAP 12 (Revised)
has had no effect on the results for the current or prior accounting
years. Accordingly, no prior year adjustment has been required.
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SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of investments in
securities and in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted
are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
March each year.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary at the date of
acquisition.

Goodwill arising on acquisitions prior to 1 April 2001 continues to
be held in reserves, and will be charged to the income statement
at the time of disposal of the relevant subsidiary, or at such time as
the goodwill is determined to be impaired.

Goodwill arising on acquisitions after 1 April 2001 is capitalised
and amortised on a straight-line basis over its useful economic
life. Goodwill arising on the acquisition of subsidiaries is presented
separately in the balance sheet as a seperate intangible assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

All transactions in securities trading are recorded on a trade date
basis.

Commission and brokerage income as well as advisory fee income
are recognised when the services are rendered.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Advertising income is recognised when the service is provided.
Intangible assets

Intangible assets are stated at cost and amortised on a straight-
line basis over their estimated useful lives.

Fixed assets

Fixed assets are stated at cost less depreciation and accumulated
impairment losses, if any.

The gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the income
statement.

Depreciation is provided to write off the cost of fixed assets over
their estimated useful lives and after taking into account their
estimated residual value, using the straight-line method, at the
following rates per annum:

Leasehold improvements HEYEERE
Computer equipment BB
Furniture and fixtures RMREE
Motor vehicles B

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or, where
shorter, the term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leased assets

Leases are classified as finance leases when the terms of the lease
transfer substantially all the risks and rewards of ownership of the
assets concerned to the Group. Assets held under finance leases
are capitalised at their fair values at the date of acquisition. The
corresponding liabilities to the lessors, net of interest charges, are
included in the balance sheet as obligations. Finance costs, which
represent the difference between the total leasing commitments
and the fair value of the assets acquired, are charged to the
consolidated income statement over the term of the relevant lease
so as to produce a constant periodic rate of charge on the remaining
balance of the obligations for each accounting year.

All other leases are classified as operating leases and the annual
rental is charged to consolidated income statement on a straight-
line basis over the term of the relevant lease.

Investments in securities

Investments in securities are recognised on a trade date basis and
are initially measured at cost.

All securities other than held-to-maturity debt securities are
measured at fair value at subsequent reporting dates.

Where securities are held for trading purposes, unrealised gains
and losses are included in net profit or loss for the year. For other
securities, unrealised gains and losses are dealt with in equity,
until the security is disposed of or is determined to be impaired, at
which time the cumulative gain or loss is included in net profit or
loss for the year.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. Impairment loss is
recognised as an expense immediately.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, such that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years, and it further excludes
items of income or expense that are never taxable and deductible.

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

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in
the foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

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

Deferred tax is calculated at the tax rates that are expected to
apply in the year when the liability is settled or the asset is realised.
Deferred tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to equity in
which case the deferred tax is also dealt with in equity.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are initially
recorded at the rates of exchange ruling on the dates of the
transactions. Monetary assets and liabilities denominated in
currencies other than Hong Kong dollars are re-translated at the
rates ruling on the balance sheet date. Profits and losses arising
on exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of the Group’s operations
outside Hong Kong are translated at exchange rates prevailing on
the balance sheet date. Income and expense items are translated
at the average rates for the year. Exchange differences arising, if
any, are classified as equity and transferred to the Group’s reserve.
Such translation differences are recognised as an income or as an
expense in the year in which the operation is disposed of.

Retirement benefits costs

Payments to the defined contribution retirement benefits scheme
are charged as an expense as they fall due.
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4. TURNOVER

Commission and brokerage
Interest income from:
Clients
Authorised institutions
Other
Advisory fee income
Advertising income

Business segments

rieme
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BUSINESS AND GEOGRAPHICAL SEGMENTS

For management purposes, the Group is currently organised into

two operating divisions, namely, broking and securities margin

financing. These divisions are the basis on which the Group reports

its primary segment information. The principal activities of these

divisions are as follows:

Broking — provision of stockbroking, futures and options broking

and mutual funds as well as insurance-linked investment plans and

products broking

Securities margin financing — provision of securities margin

financing

EXRE
2004 2003
HK$°000 HK$°000
FET T#T
40,222 19,737
5,349 7,500
204 517
36 143
1,220 1,337
— 8
47,031 29,242
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B 15 3 &
5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. ¥BRHESE &)
(Continued)
Segment information about these businesses is presented below: FEB O FERENTX
Income statement for the year ended 31 March 2004 B2 —EFENF=A=1+—HIFEZE
wmEr &K
Securities
margin
financing
Broking Bt Others Consolidated
ReEexl KRESRE Hity me
HK$'000 HK$'000 HK$000 HK$°000
FHET FHET FHET FHET
REVENUE g
Segment turnover DEEEE 41,289 2,713 3,029 47,031
RESULTS £
Segment profit (loss) SR (FBE) 7,971 (796) 1,296 8,471
Unallocated expenses REIBAT 293
Profit before taxation B 258 A A1) 8,178
Taxation credit BIERTA 6
Profit after taxation and BRBIE RARFT PBRR

before minority interests B 2w 8,184



Financial Statements

LURE e

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Balance sheet as at 31 March 2004

ASSETS
Segment assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

BE
NEEE

REBRAREE

3
op

R BERR

5.

Broking
RExH
HK$'000

FET

156,421

78,379

RBERMESE (@)

R-FEMF=H=+—HzZEEREX

Securities
margin
financing
&5
REEHE
HK$'000
FET

32,293

3,122

Others Consolidated

Hith
HK$°000
FET

8,631

53

)
HK$°000
FET

197,345

1,062

198,407

81,554

154

81,708
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. ¥BRHMESE &)
(Continued)

Other information for the year ended 31 March 2004 B2 —_EFNF=A=1+—HIFEZHE

44

Additions of fixed assets
(Written back of allowance)
allowance for bad and
doubtful debts

Amortisation of
intangible assets

Depreciation

Loss on disposal of
fixed assets

Bl B ERR
(RZRREE) REREE

B EE#E

e

EHEE
BERBRE

Broking
HK$°000
FET

1,360

(1,891)

2,183

it &+

Securities
margin
financing
& 5
REECRE
HK$°000
FET

2,767

Others
Hits
HK$’000
FET

(463)

235

Consolidated
o)

HK$'000
+#T

1,360

413

2,418
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5.
(Continued)

Income statement for the year ended 31 March 2003

REVENUE
Segment turnover

RESULTS
Segment loss

Unallocated expenses

Loss before taxation
Taxation credit

Loss after taxation and
before minority interests

e
NEERER

R

NEEE

REEFX

BRI AR5 1R
ZEEEIUN

BRILIR RART DB
PR RR 2 1R

RBERMESE (@)

BE_ETE=F=-H=1—HIFEZE
mat 8K

Discontinued

Continuing operations operation

BEREER BRI

Securities Operation of

margin distribution

financing platforms
Broking Bt Others &% Consolidated
REx® RKREZHE Hit F#FE ma
HK$000 HK$000 HK$000 HK$000 HK$'000
FET FET FET FET FET
21,403 5,862 1,969 8 29,242
(18,454) (11,054) (5,833) (25,014) (60,355)
(759)
(61,114)
125
(60,989)
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B 15 3 &
5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. ¥BRHESE &)
(Continued)
Balance sheet as at 31 March 2003 R_EE=—F=-—A=1—HZEEBERX
Discontinued
Continuing operations operation
RERERK BRIEER
Securities Operation of
margin distribution
financing platforms
Broking Bk Others &% Consolidated
REEE [KRIELHE Hith DHEEE =E
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FET FHET FHET TF#ET
ASSETS &E
Segment assets DEEE 74,932 67,985 2,395 — 145,312
Unallocated corporate  REIBARIEE
assets 1,304
Consolidated total IRABERT
assets 146,616
LIABILITIES =l
Segment liabilities SEAE 36,202 1,334 31 — 37,567
Unallocated corporate ~ REIE QA &E
liabilities 534
Consolidated total RAERERSE
liabilities 38,101
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS ¥Rk ESE &)
(Continued)
Other information for the year ended 31 March 2003 HE—ZFZF
it &
Discontinued
Continuing operations operation
BEREER BRILER
Securities Operation of
margin distribution
financing platforms
Broking EH Others rE
HK$'000 HK$'000 HK$'000 HK$°000
FHET FHET FHET FHET
Additions of ElE ZEER
fixed assets 2,818 — 3N —
Allowance for bad REREE
and doubtful debts 2,324 11,847 5,164 —
Amortisation of EVEEEH
intangible assets 534 — — 1,310
Bad debts written off ~ ZZHRHMISH 166 622 — 8
Depreciation neE 1,882 — 100 187
Impairment losses ~ EFEE
recognised in FER 2 RME
respect of BB
intangible assets 6,362 — — 22,690
Loss on disposal EHEE
of fixed assets BEES — — — 334
Geographical segments hE D E
All of the activities of the Group are based in Hong Kong and all of REBZAEEBHERB

the Group’s turnover and profit (loss) before taxation are derived

from Hong Kong. In addition, the Group’s assets are located in

Hong Kong.
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Consolidated
ZE

HK$'000
FAT

3,129

19,335

1,844

796
2,169
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6. FINANCE COSTS 6.
Interest on borrowings wholly REF Wf@/ﬁ
repayable within five years: BRFE
Bank overdrafts ﬁEﬁiﬁi
Finance leases BAEMBL
Other bank borrowings HEMIRTTER
7. PROFIT (LOSS) BEFORE TAXATION 7.

Profit (loss) before taxation has been arrived at
after charging (crediting):

Auditors’ remuneration
Contributions to retirement benefits scheme
(including in staff costs)
Loss from error trades
Loss on disposal of fixed assets
Operating lease rentals in respect of
rented premises
(Gain) loss on trading securities
Negative goodwill released to
income statement
(included in other operating income)

48

SREANE R (B518) B0k

(FTA) THI&E :

Z B A BN
RIRREFE B R
(BRESKA)
HRZ FE1R
EHEEEERE
BEREEMEZ
REMOES
BEEEs (ks
B ERERS
AR (BRE
HAib G2 A)

5) B8

MBEER

2004 2003
HK$°000 HK$°000
FET T
1 1
17 88
27 17
45 106

BRBE A A (B R)
2004 2003
HK$°000 HK$°000
FET T#T
722 703
321 242
52 24
5 334
4,003 4,384
(1,443) 1,405
— (27)
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8.

DIRECTORS’ REMUNERATION

Fees paid to Independent BB IEMITES
Non-executive Directors 2HE
Other emoluments paid to ENHITES
Executive Directors: ZHMEE
Salaries and other benefits e REMER
Contributions to retirement RIRREF B

benefits scheme
Discretionary bonus B TE fEAL

The aggregate emoluments of each of the Directors for both years
were less than HK$1,000,000.

During the year, no emoluments were paid by the Group to the
Directors as an inducement to join or upon joining the Group. None
of the Directors has waived any emoluments during the year.

EMPLOYEES’ EMOLUMENTS

The five individuals with the highest emoluments in the Group
included two (2003: two) directors of the Company for the year,
details of whose emoluments are included in note 8. The
emoluments of the remaining three (2003: three) individuals were

as follows:
Salaries and other benefits e kEMET
Contributions to retirement RONEFIFT SR

benefits scheme

The aggregate emoluments of these of the remaining three (2003:
three) highest paid individuals were less than HK$1,000,000.

During the year, no emoluments were paid by the Group to the
above-mentioned individuals as an inducement to join the Group
or as compensation for loss of office.

8.

EEME

2004 2003

HK$°000 HK$°000

FET T

100 100

1,288 1,325

24 24

220 —

1,632 1,449

MEAN FESEACHEBBETER
1,000,000 7T °
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BEME

FER AEBZEEZGESFMALERE
ME(CEZ=F  MB)ARAESF " H
FEEEN I EESE - HBr =% (=%
T=F: =ZB)ATZMEWT :

2004 2003
HK$°000 HK$°000
FTET THET
1,558 1,948
36 36
1,594 1,984

EHR=FZ(CZTT=F: ZR) Ko7 MA
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FEA > AEEBRER EEALNEMR
M - AT S EL AN AR SR B 34 5 B B A

f& -

49



Financial Statements

IR E S

10. TAXATION CREDIT

50

Hong Kong Profits Tax
Overprovision in prior years

No provision for Hong Kong Profits Tax has been made in the financial
statements as the Company and its subsidiaries either had no
assessable profits arising in Hong Kong or the assessable profits
were wholly absorbed by estimated tax losses brought forward.

The taxation credit for the year can be reconciled to the profit (loss)
before taxation per the consolidated income statement as follows:

Profit (loss) before taxation

Taxation (charge) credit at domestic
income tax rate of 17.5% (2003: 16%)

Tax effect of income not taxable for
tax purpose

Tax effect of estimated tax losses
not recognised

Overprovision in prior years

Tax effect of expenses not deductible
for tax purpose

Tax effect of utilisation of estimated
tax loss previously not recognised

Others

Taxation credit for the year

10. BIEFA

2004 2003
HK$°000 HK$°000
FHT FET

BB
T FEBERE 6 125
R AR B K E W B A 555 £ 8 R 5 i A

% FEARDUE N B 2 BET AER A E
HEE MY ENBBRRARTENG

TVER AR o
RNFEE2HBREEE K&K ZBRTAGF
(B518) 2 EBRMAT -
2004 2003
HK$’°000 HK$°000
FET FET
BREADRN (B1E) 8,178 (61.114)
A HFTERE 17.5%
—EET=F 1 16%) AEZFHK (1,431) 9,778
BARBIEmMARR 2 WA 2 B &
36 92
RERETT B EE M E
(567) (5,472)
BEFERERS 6 125
TR BMIBIEMRA S 2 BB &
(157) (4,544)
KRBT Z GBI BB IE
HRZBBE 2 1,934 78
Htb 185 68
FRZBEETA 6 125
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10. TAXATION CREDIT (Continued) 10.

1.

At 31 March 2004, the Group had unused estimated tax losses of
approximately HK$35,834,000 (2003: HK$43,645,000) available
for offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.

EARNINGS (LOSS) PER SHARE 11.

The calculation of the basic and diluted earnings (loss) per share
is based on the following data:

Net profit (loss) for the year RERRN (EE) FE
Number of ordinary shares STEERERREE
for the purpose of basic and diluted earnings &BF (B1E) 258k

(loss) per share

The computation of diluted earnings (loss) per share for both years
did not assume the exercise of the Company’s share options as
their exercise prices were higher than the average market price for
shares for the year.

BT A (#)

MR_ZEZNE=ZA=+—8  XEEAEX
B) A T B 75 B 18 4935,834,0008 L (=&
T4 1 43,645,000/ 0) A LA 8 Ak ok fE
ERRA o AREUTERRIEFRE -
MABRRELEREEE -

BRER (FER)

SRR EA R 58 B (B 18) 75 iR T 51 58
HE

2004 2003
HK$’000 HK$°000
FET T

8,148 (42,731)

Number of shares

BHBE
‘000 ‘000
F8 T

460,000 460,000

RRARRRBEEZTEESREORE
BEARZFHTE  AtEHEREFEZ
BEREFAN (BB KBRRZFARER
EITEE -
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=
B R Rk
12. FIXED ASSETS 12. BEEE
Furniture
Leasehold Computer and Motor
improvements equipment fixtures vehicles Total
HEWEEE ENEE BAREEB HE aH
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
FHETT FHET FHET FHET FHET
THE GROUP AEHE
COST RAE
At 1 April 2003 R-ZZEZE=
rmA—H 571 4,200 3,977 2,116 10,864
Additions R 129 1,112 84 35 1,360
Disposals - — — = (19) (19)
At 31 March 2004 RZEZF
=A=+—8© 700 5,312 4,061 2,132 12,205
DEPRECIATION e
At 1 April 2003 RZEZE=F
rmA—AB 206 2,075 2,715 1,205 6,201
Provided for the year NE GRS 256 1,094 561 507 2,418
Eliminated on disposals & #5358 — — — (14) (14)
At 31 March 2004 RZEZMF
=A=1+—8© 462 3,169 3,276 1,698 8,605
NET BOOK VALUES REFE
At 31 March 2004 RZEZMF
—A=1+—H 238 2,143 785 434 3,600
At 31 March 2003 MRZET=4F
=A=+—H 365 2,125 1,262 911 4,663
The Group’s computer equipment with a net book value of AEBEBEBAFRBEZEMEEBERARE
approximately HK$404,000 (2003: HK$922,000) and motor vehicles ZEREFED B4 A404,0008 T (ZEF
with a net book value of nil (2003: HK$672,000) are held under =4 :922,0008 L) RE(ZZTT=F :
finance leases. 672,000/ 1) °
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B # 3R 3%
13. INTANGIBLE ASSETS 13. BEEE
License to use
technical
License and knowhow and
right to use Webtrade
a website and products
trademark FREHE
Trading AR EiiRHE Lt
rights HFIL AR REEM Total
RXERE ZERRE 2R RE e
HK$°000 HK$°000 HK$°000 HK$°000
FHET FHEIT FET FET
THE GROUP AEH
COST BMAME
At 1 April 2003 and MITEE=4F
31 March 2004 ME—B R
—EENF
=R=+—H 50 120,978 7,420 128,448
AMORTISATION AND BERREESE
IMPAIRMENT LOSSES
At 1 April 2003 MZTE=4F
mA—H 11 120,978 7,420 128,409
Provided for the year REER A 6 — — 6
At 31 March 2004 R-FENF
=A=+—8H 17 120,978 7,420 128,415
CARRYING VALUES REE
At 31 March 2004 R-ZERMF
=A=+—8H 33 — — 33
At 31 March 2003 RZEE=F
=A=+—8H 39 — — 39
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13.

14.

54

INTANGIBLE ASSETS (Continued)

Trading rights represent two trading rights in the Stock Exchange
and one trading right in the Hong Kong Futures Exchange Limited
(the “Futures Exchange”).

Trading rights are amortised over nine years.

INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost FEETIRR - RN ANE
Less: Impairment loss recognised B BHERZREEE

The cost is based on the value of the underlying net tangible assets
of the subsidiaries attributable to the Group as at the date on which
the Company became the holding company of the Group under
the reorganisation.

13. BILEE (®)

ZREERBZ zMERZERETEH
RPAERAR (THRA]) 2 —ER S

X
>
=)
=

L

-

¥
RAETIIRNFHEIE -

14. MBARKRE

2004 2003
HK$°000 HK$°000
FET FHEIT
89,827 89,827
(29,000) (29,000)
60,827 60,827

AT IRBARFRRIBEEMK BAE
BERARER  AEBEEHBARZ
BRENEEFECEBEMTE -
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14.

INVESTMENTS IN SUBSIDIARIES (Continued) 14.

The following table lists the subsidiaries of the Company which, in

the opinion of the Directors, principally affected the results or assets

of the Group. To give details of other subsidiaries would, in the

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

Name

2

Karl Thomson
(B.V.I.) Limited

Karl-Thomson Securities
Company Limited
SEEFARAR

Karl-Thomson Commodities
Company Limited
BiEAMBEEERAH

Karl Thomson
Finance Limited
BEMBERATF

Karl Thomson
Credit Limited
SIEENBRAR

Country/
place of
incorporation
EEailifzava
R/ 2

British Virgin
Islands
REBRIHE

Hong Kong

0

Hong Kong
&L

Hong Kong
&L

Hong Kong
&L

Issued and

fully paid

Class of share capital
shares held BETR
BiEstar Wl HRBEA
Ordinary HK$10
Tk 10 37T
Ordinary HK$5,000,000
Eimhz 5,000,000 77T
Ordinary HK$5,000,000
TEk 5,000,000 7T
Ordinary HK$20,000,000
LEk 20,000,000 &7t
Ordinary HK$10,000
Eimhz 10,000 7T

MEARRE (®)

TERIIEFRAYARBRENEAES
TEREIARAEHELT - EHR
B RURBHEATZ HEESHER

RITEK o

Proportion
of nominal
value of
issued share
captial held
by the
Company
NESE ]
BEITIRA
1AL

%

100

100

100

100

100

Principal activities

TEXRH

Investment holding
REER

Securities dealing
and broking
BRRHLEE

Futures and
options broking
HEREEE

Securities margin
financing

BHFRECHE

Money lending
L
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14.

56

INVESTMENTS IN SUBSIDIARIES (Continued)

Country/ Issued and
place of fully paid
incorporation  Class of share capital
Name s AL shares held BEITR
e BIR,/ et anEabl GO e
Karl Thomson Investment Hong Kong Ordinary HK$1,000,000
Consultants Limited e =gl 1,000,000 /& 7T
BEREBRERATF
Karl Thomson Financial Hong Kong Ordinary HK$600,000
Advisory Limited B Tk 600,000 /57T
=EREREERLAH
Access Way British Virgin Ordinary US$1
Investments Limited Islands Tl 1%L
RERRES
Karfun Investments Limited Hong Kong Ordinary HK$100,000
ERREFRAF &L gl 100,000 & 7T

The principal place of operation of the subsidiaries is Hong Kong.

The Company directly holds the interest in Karl Thomson (B.V.1.)
Limited. All other subsidiaries shown above are indirectly held by
the Company.

None of the subsidiaries had any debt securities outstanding at
end of the year or at any time during the year.

Proportion
of nominal
value of
issued share
captial held
by the
Company

P NIESY ]
BEITIRAR
AL

%

100

51

100

100

14. MBARKRE (&)

Principal activities

FEXG

Broking of mutual funds
and insurance-linked
investment plans and
products

EEES  RESH
REEIREREER

Corporate finance
advisory

CRBEREM

Holding of computer
equipment

RAEKRE

Investment holding
KREZER

EMBRRAEI2ZETERE -

AN B HZEEAKarl Thomson (B.V.I.)

LimitedZ #z

i = 2t iy A L At B B 2 )

ZEBNBRAFRERE -

REREXEFEREMERE - B AR E
EARRBEEZEHES
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15. OTHER ASSETS

Deposits with:
The Stock Exchange
The Futures Exchange
The SFC
Hong Kong Securities Clearing
Company Limited (“HKSCC”)
Reserve Fund Contribution to
HKFE Clearing Corporation
Limited (“HKFECC”)

16. LOANS RECEIVABLE

The maturity of the loans receivable is as follows:

Matured within 90 days

Matured between 91 days and 180 days
Matured between 181 days and 365 days

Matured over 1 year

15. Hw&EE
THE GROUP
2004 2003
HK$’000 HK$’000
F#ET FAEIL
RTANRE %S

B 22 BT 278 278
HAZZ T — 100
HEw 2,100 2,100

BEEPREEFR AT
([rhhaEHE ) 200 200

HEXSEERR AT
([Ex#EE ) 2
(e her e 1,500 1,500
4,078 4,178
16. ERER
FEWER 2B BAHINT
THE GROUP

2004 2003
HK$’000 HK$’000
F#ET FAEIT
790 HWE|HA 5,734 =
R 91 BZE 180 HAZFHE 33 600
M 181 HZE 365 HRZIHA 25 —
5,792 600
—F 14 2 Hf 1,076 —
6,868 600
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17. ACCOUNTS RECEIVABLE

Accounts receivable arising from the BEEBHFTESE

business of dealing in securities: 2 FEUARK -
Cash clients ReEEP
HKSCC PREE
Brokers &

Accounts receivable from HKFECC BEHEELN
arising from the business of PFRTEE 4 2 FEUR
dealing in futures contracts iR G E IR

Loans to securities margin clients BHEREEMERFPEN

Accounts receivable arising from the IR R R AR TS
business of providing corporate FITEE A 2 FEURBR SR

advisory services

The settlement terms of accounts receivable from cash clients,
HKSCC, brokers and HKFECC are one to four days after the trade

date.

Loans to securities margin clients are secured by clients’ pledged
securities, repayable on demand and bear interest at prevailing
market rates. In the opinion of the Directors, no aged analysis is
disclosed as the aged analysis does not give additional value.

The Group does not provide any credit term to its corporate advisory
clients. The age of accounts receivable arising from the business
of providing corporate advisory services is as follows:

0 to 90 days
91 to 180 days

58

0Z£ 90 H
91 £ 180 H

17. FEWEBRRX

THE GROUP
rEM

2004 2003
HK$°000 HK$°000
FET T#ET
15,117 10,927
2,158 =
— 20
4,128 2,850
22,456 44,705
623 —
44,482 58,502

RUWHREEP  HREH BLEMBARE
EERRCHEERRARZAHR —EMD
E o

EFRBECRETFPEN - NUAEPZER
MRHFER - ARENEERRBRITHEH
REAENE - EFZRA - ARKREKROMALE
EE - Rt W\t (F B AR HE -

AEBTEATCEREBERNESRHEER
HifERR - IR EREBRMRGEB ZE
WERERBR DT -

2004 2003
HK$’000 HK$’000
FET FET
318 —

305 —
623 —
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18.

19.

20.

INVESTMENTS IN SECURITIES

Trading securities: BEE®F
Equity shares listed in Hong Kong, BELEMEBER -
at market value BmE

PLEDGED FIXED DEPOSITS
The Group had pledged fixed deposits of HK$7,598,000 (2003:
HK$7,548,000) to banks to secure general banking facilities granted

to the Group.

ACCOUNTS PAYABLE

Accounts payable arising from the BEBEESFES
business of dealing in securities: Z FERTERER -
Cash clients ReEP
HKSCC hREE

Accounts payable to clients arising EEHEEH
from the business of FEE A BN
dealing in futures contracts B ZERR

Amounts due to securities [ENBESRED
margin clients BERP 2 HIE

The settlement terms of accounts payable to cash clients and
HKSCC are two to four days after the trade date.

18. HHEKRE

THE GROUP
EE
2004
HK$°000
FET

2003
HK$000
T

156 92

19. EEFEHER
AEBE# T H1F 7,598,000 L (=&
T = : 7,548,000 T) IR FRT - 1E
BES—RBITERZER -

20. FERERR

THE GROUP
AEH

2004 2003
HK$°000 HK$°000
FET FBT
67,781 25,724
— 1,724
5,165 6,329
3,122 1,180
76,068 34,957

ENREEFRPREE ZAEHR AR
SBHH%E_FNMA -

X
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20. ACCOUNTS PAYABLE (Continued)

21.

60

20.

Accounts payable to clients arising from the business of dealing in

futures contracts are margin deposits received from clients for their

tradings of futures contracts on the Futures Exchange. The

excesses of the outstanding amounts over the required margin

deposits stipulated by the Futures Exchange are repayable to clients

on demand. In the opinion of the Directors, no aged analysis is

disclosed as the aged analysis does not give additional value.

Amounts due to securities margin clients are repayable on demand.

In the opinion of the Directors, no aged analysis is disclosed as the

aged analysis does not give additional value.

OBLIGATIONS UNDER FINANCE LEASES

THE GROUP
Amounts payable under
finance leases:
Within one year
In the second to
fifth year inclusive

Less: Future finance charges

Present value of obligations

Less: Amounts due for
payment within one year

Amounts due for payment
after one year

rEE
BMEMLNZ
FERTBRR
—FR
FE-EERF
(BIEERWE)

B RKBEER

EPEZIRE

o —FNEE
ZFIA

— {5 B
2 HE

21.

A
4
3

L))

HESHMELRNERPZER T
&Eﬁﬁ;%x%%mA%Z%ﬂéo
TREBLEBRMAAERZRES A
ELﬂﬁ%ﬁ%ﬁ EERA - BREK

ﬁlﬁﬁ% B 1Lt 3 4 A At 4 A )

H]]
ﬂl]

ﬁrum

/\\\
a&**

S5
i
IR

BNEFRETMETP ZHRE  AiRE
ﬂ&@°§$mﬁ'$%$%%ﬁﬁﬁ%
- FEUC ERL UL EATRE -
MEMEQEE

Present value

Minimum lease

of minimum

payments lease payments
BOAXN BOAXN
ZHE ZHEEHRE
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$°000
FET T FET T
34 488 33 472
— 34 — 33
34 522 33 505
(1) (17) — —
33 505 33 505
(33) (472)
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21.

22,

OBLIGATIONS UNDER FINANCE LEASES (Continued) 21. MEHEORE B

The Group leased certain of its computer equipment under finance
leases. The average lease term is three years. Interest rates are
charged at commercial rates and fixed at the respective contract
dates. All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent rental

payments.

The Group’s obligations under finance leases are secured by the
lessors’ charges over the leased assets.

SHARE CAPITAL

Ordinary shares of HK$0.10 each

Authorised:
At 31 March 2003 and
31 March 2004

Issued and fully paid:
At 31 March 2003 and
31 March 2004

There was no movement in the share capital of the Company during

the year.

Tﬁﬂo

22. B

AEBUAREHENE
BEAFMAB=F - NETREEMEM
Bl INZTANBEHBEEREME - B
BHOYNETEEEHRSE - B HEF]
YEBRIAESNRZLHE -

Number of shares

BREMEO0.10BRLZEER

ETRA -
—TT=4=A=+-AR
—EFNNF=A=+—H

BT RAEIRA
N—_EE=F=-—A=+—HBHRK
—EFNF=A=+—H

AE H+

a5

ROBE
‘000 HK$°000
TH TET
1,000,000 100,000
460,000 46,000

REERARTZRALEELS -

FEIESE ¥

AEBRMEMANAEHBEEEEER
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23. RESERVES 23. f#E
Share Contributed Accumulated
premium surplus losses Total
IR E AR RZiTEE et
HK$’000 HK$’000 HK$’000 HK$’000
FHET FAET FAET FHET
THE COMPANY RAF]
At 1 April 2002 R-EZE-FMH—H 76,589 89,627 (61,674) 104,542
Net loss for the year NEEEIEFE — — (42,517) (42,517)
At 31 March 2003 and RZZEE=F=A=+—AHK
1 April 2003 —EE=FMA—H 76,589 89,627 (104,191) 62,025
Net loss for the year NEEEIEFE — — (356) (356)
At 31 March 2004 RZZETNF=A=+—H 76,589 89,627 (104,547) 61,669

62

The contributed surplus of the Company arose as a result of the
group reorganisation and represents the excess of the then
combined net assets of the subsidiaries acquired, over the nominal
value of the share capital of the Company issued in exchange
thereof.

THE GROUP

Movements in the reserves of the Group are set out in the
consolidated statement of changes in equity.

The special reserve of the Group represents the difference between
the nominal value of shares of the acquired subsidiaries and the
nominal value of the shares of the Company issued for the
acquisition at the time of the reorganisation of the Group.

ARBZHANES  DHEBSEAME
£ UHERMKBHBARNER ZE
HEEFHE  DBOARREKEMET
AT (EZ IR °

REME

AEBZFHEED  HNEKR
% o

ik
o
e
Bl
Re
&

AEBZERFRBDEMEERBEAR
RIVEE BARAEAEEETEER
SRUEmMETROCEEZEZEZSR -
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24,

25.

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
in respect of rented premises which fall due as follows:

Within one year —&R
In the second to ZEFRF
fifth year inclusive (BREEEMF)

Operating lease payments represent rentals payable by the Group
for its office premises. Leases are mainly negotiated for an average
term of two years and rentals are fixed for an average of two years.

The Company had no operating lease commitments at the balance
sheet dates.

COMMITMENTS

(a) Capital Commitment

The Group and the Company did not have any significant
capital commitment at the balance sheet dates.

24, REHENEARE

REER  AREAREHENE 27
BMEZALEHEO  ETIHE A RRRKE
He :

THE GROUP
rEHE

2004 2003
HK$°000 HK$000
FET TET
2,580 3,319
3,444 920
6,024 4,239

REBOFREASER R AEDMEEN
ZHE  BOTERTVPHOMFHERD M
REAMERZEETIEE -

REE B » NR R EE A& S E A&

#-
25. F&iE
(a) EXREIE
REEE - AEERARAFLBEA

BEREARALRE -
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25. COMMITMENTS (Continued)

(b) Other Commitments

On 6 February 2004, Karfun, a wholly-owned subsidiary of
the Company, entered into a conditional subscription
agreement (the “CN Subscription Agreement”) with ATNT, a
company in which Mr. Lam Kwok Hing has a beneficial interest
and Messrs. Lam Kwok Hing and Ng Chi Kin David are also
directors. Pursuant to the CN Subscription Agreement, Karfun
would subscribe a convertible note in principal amount of
HK$30,000,000 to be issued by ATNT. The term of the
convertible note is 2 years from the date of issue of the
convertible note. The initial conversion price is HK$0.24 (after
adjustment of the share consolidation of ATNT on 26 April
2004) per a share of ATNT and the alternative conversion
price is HK$0.20 (after adjustment of the share consolidation
of ATNT on 26 April 2004) if the average of any 7 closing
prices for 25 consecutive trading days prior to the completion
of the CN Subscription Agreement is below the initial
conversion price. No interest is payable on the convertible
note except in the case of the redemption of the convertible
note by ATNT under which a rate of 5% over the prime lending
rate will be paid by ATNT. Karfun is entitled to convert any of
the convertible note at any time after 30 days following the
issue of the convertible note.

The transactions contemplated under the CN Subscription
Agreement were approved by the independent shareholders
of the Company at a special general meeting on 23 March
2004.

Subsequent to 31 March 2004, the subscription of the
convertible note issued by ATNT under the CN Subscription
Agreement was completed.

26. CONTINGENT LIABILITIES

64

The Group did not have any significant contingent liabilities at 31
March 2004 (2003: nil).

The Company has given guarantees of HK$80,000,000 (2003:
HK$80,000,000) to a bank in respect of general banking facilities
granted to subsidiaries. At 31 March 2004, the subsidiaries did not
utilise such general banking facilities.

25. &I (@)

26.

(b)

H fl &I

R_ZZTNFE_FAH  KAAZE
BN m N R T B A (BRI ot
ERZAREEERER  MERE
EERAEBRATERZARES) I
ERGRBEHZE ([EREREH
#l) c BEBEBKRGRE R - K
REBEMBAZITZAIRRER - &
4 %83£30,000,000/8 7 ° Al AR = &
ZEHEME AR ERETH
HAHB AT o V1 M RR(E A B AR o N B 48
B&190.24% T (L NBRER == Z W
FMOAZ+NB#ETRDEHIEL
&) - MR B G RERZ T AT
BEEER S AEMLERTEZFE
HEERTRE - RIS —BRE
#50.208 T (FERMBE AR =T 04
MAZ+ R NBEITROEHIELAERE
%) - IRREERWIZREMNFE
1i#d 20 N Bk A8 B [ PTARAR SR 45 - BN RO
ARG IR RERFI R NS EM R - EN
BN IR EREITERIZ081E
BERF IR AT AR B4R o

RZZEEMNF=A-+=HRT2K
RERIRE £ NRARZBIBIRA
ERBRGHERBHEATETZR
=L

R_EENF=A=+—H1%  RI&
B RBEHRRBATNTEIT 2 7]
BIREREE &R o

HREE

R-FTEMF=Z[=+—H AEKELE
EREASIRAE(CTT=F: &) -

ARAFBERR THEB AR 2 —REITHE

A — R 1712 ££80,000,000 T (=&

T =4 :80,000,000/87T) ZIER - R=F

=
P S

I:l =T

FZA=+—H8 KBARMNKASHH
MIRITRLE o
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27.

SHARE OPTION SCHEME

Pursuant to the Company’s Share Option Scheme, the Board may,
at its discretion, invite any employee including any Executive
Director of any company in the Group, to take up share options to
subscribe for shares in the Company. The purpose of the Share
Option Scheme is to provide incentives to the participants. The
Share Option Scheme will expire on 15 August 2010.

The subscription price for shares under the Share Option Scheme
will be a price determined by the Board but will not be less than
80% of the average of the closing prices of the Company’s shares
on the Stock Exchange on the five trading days immediately
preceding the date of offer of the share option granted to a grantee
or the nominal value of the share, whichever is the higher.

There is no minimum period for which a share option must be held
before it became exercisable. Share options granted are exercisable
at any time during the exercisable period determined by the Board
but in any case such exercisable period shall not exceed three
years commencing on the six months after the date of the share
option is accepted and expiring in the last day of such period or 15
August 2010, whichever is earlier.

The maximum number of shares in respect of which share options
may be granted under the Share Option Scheme shall not exceed
10% of the issued share capital of the Company in issue from time to
time and should be of maximum of 46,000,000 shares of the Company
as at the end of the year under review. The maximum number of
shares in respect of which share options may be granted to any one
Executive Director or employee, when aggregated with the total
number of shares already issued and issuable under any share option
granted to the same person under the Share Option Scheme, must
not exceed 25% of the aggregate number of shares for the time being
issued and issuable under the Share Option Scheme.

The acceptance of a share option, if accepted, must be made within
28 days from the date of offer with a non-refundable payment of
HK$1 from the grantee to the Company.

At 31 March 2004, the total number of shares available for issue
under the Share Option Scheme was 25,000,000 representing 5.4%
of the shares of the Company in issue at that date.

27.

wo IR RSt &l

REAARRAETSE  EFTAHBR
TEMNEE (BRAKEEMNARZHITE
=) RBHE - ARBARBIRBAD o BEEET
2B HE2EE - BRER BB
—E-FTHEN\ATEBEER

RERREE S - RERG 2 E IRk
FEET  BFORERARGNEEE
HRREE M EERSE  ERRA
F 49U (EB0% kB I (B A BB %
#) -

ARTEREETERREMLATEL
ROHR - ERBZARBIEEESE
EZITEHRRABERITE  BERMMIT
EHR T FHEERAIEER R B HNEA
BEF=F YEARZTEPRRZHZE—
B —ZF—FTFNATHERUREER
%) @i o

BIERRETES TR 2 RRES R 2
BRHEE  HETNESHBBRAAERDE
TBRAZ10%  BEREEFERER&ES
BN E R 46,000,0000% © 1B 15 R AR 4
FEIMEM—ZRTESSIEERL 2R
RIERS R 2 &xZROHEE  BERBE
ZENTIERRESSER 2 RREME
BORATERATZROBAR  &HTE
BRAERBRERARESS 2 EITRA T
TN BE 2 25% °

R EVARR G BHRET 280 RE®
WES - RIERABERARR AR
RERIFE1VETT ©

R-ZZBETZNE=A=+—0 - BIERKRE
T8I A F B 1T 2 % 15 42 81 A& 25,000,000
B R RRINZECBITRMN 25.4% °
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27. SHARE OPTION SCHEME (Continued) 27. RREE (&)
The following table discloses movements in the number of the TREZRBERRETERE 2EA QAR
Company’s share options granted under the Share Option Scheme: Itz 8B &H)
Number of share options
RARESE
Outstanding at 1 April 2002,
31 March 2003 and 31 March 2004
R-EZE-FNA—R -
Name of Exercise price —EE=H=ZHA=+—H
director per share Date of grant Exercisable period k—ZZNFE=A=+—H
EBEHE BRITEE B TTIEHAMR e RATE
HK$
ETL
(Note i)
(Kt i)
Mr. Lam Kwok Hing 1.675 4 June 2001 7 June 2001-6 June 2004 10,500,000
ERELE —ET—F, ANA T -FRAtLHZE
ZETWERARA
Mr. Nam Kwok Lun 1.675 4 June 2001 7 June 2001-6 June 2004 10,500,000
ERfmEE 2T —F,"AWA e A R =k
—TTWERANE

21,000,000
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27.

28.

SHARE OPTION SCHEME (Continued)

Notes:

(i) The initial exercise price was HK$3.35. On 14 September 2001, the
exercise price was adjusted to HK$1.675 due to the bonus issue.

(i)  There has been no share option granted to employees since the
adoption of the Share Option Scheme.

The exercise in full of the outstanding 21,000,000 share options at
31 March 2004 would, under the present capital structure of the
Company, result in the issue of 21,000,000 additional ordinary
shares for a total cash consideration, before expenses, of
approximately HK$35,175,000.

RETIREMENT BENEFITS SCHEME

The Group has operated a pension scheme under the rules and
regulations of the Mandatory Provident Fund Schemes Ordinance
(the “MPF Scheme”) after the implementation of the Mandatory
Provident Fund Schemes Ordinance. The assets of the MPF
Scheme are held separately in an independently managed fund.
The Group has followed the minimum statutory contribution
requirement of 5% of eligible employees’ relevant aggregate
income. The contributions are charged to the income statement as
incurred.
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29. RELATED PARTY TRANSACTIONS
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The Group had the following related party transactions:

(i)

(ii)

(iii)

(iv)

During the year, the Group received commission income from
securities dealings of approximately HK$2,000 (2003:
HK$66,000), nil (2003: HK$55,000) and HK$95,000 (2003:
HK$60,000) from the Directors, Messrs. Lam Kwok Hing and
Nam Kwok Lun and their associates respectively. The
commissions were charged at rates similar to those rates
offered to other clients.

During the year, the Group received interest income from
securities margin financing of approximately nil (2003:
HK$37,000), nil (2003: HK$10,000) and HK$91,000 (2003:
HK$6,000) from the Directors, Messrs. Lam Kwok Hing and
Nam Kwok Lun and their associates respectively. The interest
was charged at commercial rates which were similar to those
rates offered to other clients.

During the year ended 31 March 2003, the Group received
advisory fee income of HK$30,000 from ATNT. The price was
charged in accordance with the agreement entered into
between the parties.

During the year ended 31 March 2003, the Group acquired
the entire interest in Karfun from the Directors, Messrs. Lam
Kwok Hing and Nam Kwok Lun at a consideration of
approximately HK$107,000.
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