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to mitigate internet security risks in order to provide 
an enjoyable online gaming experience for our 
players.

We will dedicate more resources to long-term 
online gaming development projects and recruit 
more high-calibre game developers and designers. 
Leveraging the competitive edge offered by our 
proprietary game development engine, we will 
build and develop further high-quality online game 
titles. We believe this strategy will be effective in 
expanding our game pipeline and extending the 
life cycle of existing games.

In relation to overseas business development, we 
will actively drive licensing operations of “King of 
Pirate Online” via synchronisation of game patches 

in different regions and release of expansion packs. 
We will continue to strengthen our efforts in 
research and development, especially content 
management and operational support, in order to 
fulfil the requirements of players in different regions. 
Given the forthcoming release of our proprietary 
online games and the exciting growth of the 
global online gaming market, we will also continue 
to expand our overseas licensing network and 
global player base by publishing more game titles 
in more regions.
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Ben Man-pan CHENG
CFSG
Executive Director
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CFSG
Executive Director and
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CFSG
Executive Director and
Chief Operating Officer
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Bankee Pak-hoo KWAN
Chairman & CEO, MBA, BBA, FFA, MHKSI, CPM(HK), 
MHKIM,
aged 50, joined the Board on 9 March 1998. He is 
responsible for the overall business strategy of the 
Group. Mr Kwan has extensive experience in 
corporate management, strategic planning, 
marketing management, financial advisory and 
banking. He graduated from the Murdoch 
University of Perth, Australia in 1998 with a Master’s 
degree in Business Administration, and from the 
Chinese University of Hong Kong in 1984 with a 
Bachelor’s degree in Business Administration. Mr 
Kwan is a fellow of the Institute of Financial 
Accountants of the United Kingdom since 1999 and 
a member of the Hong Kong Securities Institute 
since 1999. Mr Kwan is also a Certified Professional 
Marketer (Hong Kong) of Hong Kong Institute of 
Marketing and a member of Hong Kong Institute of 
Marketing.

Mr Kwan is a firm believer in youth education and 
development. He is a John Harvard fellow of the 
Harvard University, US; a member of the Harvard 
University Asia Center Advisory Committee; an 
honorary university fellow of The Open University of 
Hong Kong, a trustee of New Asia College of the 
Chinese University of Hong Kong; an advisory 
professor and an honorary member of the Board of 
Trustees of Nanjing University. Mr Kwan is also an 
honorary advisor of several higher education 
institutions, including the Graduate School of 
Business, Hong Kong Polytechnic University; the 
LiPACE of The Open University of Hong Kong; and 
the Academy of Oriental Studies of Peking 
University. Furthermore, Mr Kwan is appointed as an 
honorary advisor of the Fong Yun Wah Foundation 
and the China Charity Federation.

EXECUTIVE DIRECTORS

In addition to education, Mr Kwan is also active in 
serving to requite the community. He is a member 
of the Chinese People’s Political Consultative 
Conference, Shanghai Committee. Mr Kwan has 
also been a member of the Central Policy Unit of 
the Government of the HKSAR. After being the 
chairman of the Hong Kong Retail Management 
Association (“Association”) for two consecutive 
terms, Mr Kwan continues to serve the Association 
as their honorary advisor. Currently, he is also a 
general committee member of the Hong Kong 
Brand Development Council; a convenor of the 
Retail Trade Training Board of Vocational Training 
Council; and an honorary advisor of the CEPA 
Business Opportunities Development Alliance. Mr 
Kwan is a member of the China Trade Advisory 
Committee of Hong Kong Trade Development 
Council, the Corporate Advisory Council of Hong 
Kong Securities Institute, the Hong Kong Quality 
Assurance Agency Governing Council, the SME 
Development Fund Vetting Committee of the Trade 
and Industry Department, the Consumer Council 
and the Consultation Panel of the West Kowloon 
Cultural District Authority. In December 2009, Mr 
Kwan was named “Entrepreneur of the Year 2009” 
in the Asia Pacific Entrepreneurship Awards 
organised by Enterprise Asia, which recognised his 
outstanding entrepreneurial success and significant 
contributions to economic life and society. 

Mr Kwan is a substantial Shareholder of the 
Company and the chairman of CFSG. Mr Kwan is 
a member of the Remuneration Committee, as well 
as a member of the remuneration committee of 
CFSG.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Bernard Ping-wah LAW
CFO, MBA, FCCA, FCPA, MHKSI, 
aged 51, joined the Board on 9 March 1998. He is 
in charge of the Group’s financial and accounting 
management. Mr Law has extensive experience in 
financial management and accountancy. Mr Law 
graduated from the University of Warwick, United 
Kingdom in 1997 with a Master’s degree of Business 
Administration. Mr Law has been a fellow of The 
Association of Chartered Certified Accountants 
since 1994, a fellow member of the Hong Kong 
Institute of Certified Public Accountants since 1998 
and a member of Hong Kong Securities Institute 
since 1999. Mr Law is also an executive director 
and chief financial officer of CFSG.

Raymond Kung-chit NG
COO, M Mgmt, B Comm,
aged 41, joined the Board on 11 December 2009. 
He is in charge of the Group’s day-to-day 
operation. He has extensive management 
experience in corporate administration and 
operation. Mr Ng graduated from Macquarie 
University, Australia in 2004 with a Master’s degree 
in Management and from the University of Toronto, 
Canada in 1992 with a Bachelor’s degree in 
Commerce.

Johnny Ka-kui LEUNG
INED, LL.B,
aged 52, joined the Board on 25 October 2000. Mr 
Leung has extensive experience in the legal field 
and is the managing partner of a legal firm in 
Hong Kong. Mr Leung graduated from the 
University of London in 1984 with a Bachelor of 
Laws. Mr Leung is the chairman of the Audit 
Committee and the Remuneration Committee. 

Chuk-yan WONG
INED, MSc (Business Administration), BBA, CFA, CGA, 
aged 48, joined the Board on 3 June 1998. Mr 
Wong has extensive investment management 
experience in the global financial markets and is a 
portfolio manager of a large renowned investment 
counsel in Toronto, Canada and is responsible for 
the company’s equity investments in the Asia 
Pacific region. Mr Wong graduated from the 
University of British Columbia, Canada in 1989 with 
a Master of Science degree in Business 
Administration and from the Chinese University of 
Hong Kong in 1984 with a Bachelor’s degree of 
Business Administration. Mr Wong is also a 
Chartered Financial Analyst (CFA) charterholder 
since 1993 and a Certified General Accountant of 
Canada since 1996. Mr Wong is also a member of 
the Audit Committee and the Remuneration 
Committee.

Hak-sin CHAN
INED, PhD, MBA, BBA, 
aged 48, joined the Board on 25 October 2000. Dr 
Chan has extensive experience in the academia in 
the US as professor, researcher and consultant in 
the fields of corporate finance and international 
marketing and is a faculty member of the 
Department of Marketing at The Chinese University 
of Hong Kong. Dr Chan graduated from the 
University of Wisconsin-Madison, US with a Doctor of 
Philosophy degree in Business in 2000 and a 
Master’s degree in Business Administration in 1986 
and from the Chinese University of Hong Kong with 
a Bachelor’s degree in Business Administration in 
1984. Dr Chan is also a member of the Audit 
Committee.
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SENIOR MANAGEMENT

Benson Chi-ming CHAN
Executive Director and Chief Executive Officer of 
CFSG,
aged 43, is a holder of Master Degree of Business 
Administration from The Hong Kong University of 
Science and Technology and a holder of Bachelor 
of Arts (Hons.) Degree in Accountancy from The 
Hong Kong Polytechnic University. He is a fellow 
member of The Association of Chartered Certified 
Accountants, a Certified Public Accountant of the 
Hong Kong Institute of Certified Public Accountants 
and a member of the Hong Kong Securities 
Institute. Mr Chan joined the Group in June 1998 
and has extensive experience in the field of 
auditing, accounting, investment banking and 
corporate finance. Mr Chan is in charge of the 
CFSG Group’s business development, business 
management and operation of corporate finance 
business, including investment banking advisory. Mr 
Chan is also the managing director and head of 
investment banking group of the CFSG Group, and 
a responsible officer of Celestial Capital.

Ben Man-pan CHENG
Executive Director of CFSG,
aged 40, graduated from The City University of 
Hong Kong in 1992 with a Bachelor’s degree in 
Accountancy. He has been admitted as a fellow 
member of The Association of Chartered Certified 
Accountants since 2001 and a Certified Public 
Accountant of the Hong Kong Institute of Certified 
Public Accountants since 1995. Mr Cheng joined 
the Group in March 1998 and has extensive 
experience in auditing, accounting, financial 
controlling and project management. Mr Cheng is 
the managing director of the retail business group 
of CFSG’s financial services. He is a responsible 
officer of Celestial Securities and Celestial 
Commodities.

Raymond Pak-lau YUEN
Executive Director and Chief Operating Officer of 
CFSG,
aged 46, graduated from The City University of 
Hong Kong with a Bachelor of Arts in Accountancy. 
He is a fellow member of The Association of 
Chartered Certified Accountants, a Certified Public 
Accountant of the Hong Kong Institute of Certified 
Public Accountants and an associate of The 
Institute of Chartered Accountants in England and 
Wales. Mr Yuen joined the Group in November 
2000 and has extensive experience in accounting, 
auditing, financial management and operations 
control. Mr Yuen is in charge of monitoring the 
CFSG Group’s day-to-day operation.

Bob Yau-ching CHAN
Director, Investment,
aged 47, received a Doctorate Degree of 
Philosophy in Business from Purdue University, US 
and a Master Degree of Business Administration 
from the University of Wisconsin-Madison, US, and is 
a Chartered Financial Analyst. Dr Chan joined the 
Group in September 2000 and has extensive 
experience in corporate development, financial 
management, strategic analysis and portfolio 
management. He is responsible for overseeing the 
Group’s investment activities. Dr Chan is also the 
chief economist of CFSG for providing global 
macroeconomic viewpoints to clients of CFSG.
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Derek Hin-sing NG
Chief Executive Officer, Pricerite,
aged 41, received a Master Degree of Business 
Administration from Southern Illinois University 
Carbondale in USA and a Bachelor Degree of 
Business Administration from Ottawa University in 
USA, and is a CERTIFIED FINANCIAL PLANNERCM 
professional. Mr Ng joined the Group in January 
1997 and has extensive experience in the field of 
corporate development and retail business. He is in 
charge of the overall strategic development and 
operation of the Group’s retail business.

James Siu-pong LEUNG
Deputy Chief Executive Officer, Pricerite,
aged 47, received a Master Degree of Business 
Administration from Heriot-Watt University in UK and 
a Bachelor Degree of Social Sciences from The 
University of Hong Kong. Mr Leung joined the 
Group in October 2001 and has extensive 
experience in the field of retail management 
business. He is in charge of the retail operation 
management of the Group’s retail business.

Truman Choi-man TANG
General manager of Operation & Product 
research, Moli Group,
aged 42, received a Degree of Bachelor of 
Science in Mathematics from Jinan University in 
China. Mr Tang joined the Group in June 2009 and 
has extensive experience in the field of project 
management in computer game. He is in charge 
of the overall product development and operation 
of the Group’s online game business.

Hon-wo SHUM
Legal Counsel,
aged 37, is a qualified solicitor of the HKSAR. He is 
a Master Degree holder in Laws from City University 
of Hong Kong, Master Degree holder in Laws from 
Renmin University of China and Bachelor Degree 
holder in Laws from University of Hong Kong. Mr 
Shum joined the Group in August 2005 and has 
extensive experience in legal field. He is the 
Group’s legal counsel and is responsible for all legal 
issues of the Group.

Suzanne Wing-sheung LUKE
Company Secretary,
aged 41, is a fellow of the Institute of Chartered 
Secretaries and Administrators. Ms Luke joined the 
Group in May 2000 and has extensive listed 
company secretarial experience. In addition to 
taking the role as company secretary of the 
Company, she is also the company secretary of 
CFSG.
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This CG Report presents the corporate governance matters during the year ended 31 December 2009 required to be disclosed 

under the Listing Rules.

ADOPTION OF PRINCIPLES IN THE CG CODE

The Board has adopted the Principles which aligns with the requirements set out in the CG Code. During the year under review, 

the Principles had been duly complied with except for the deviations summarised as follows:

CG Code Deviation and reason

A.2.1 The roles of Chairman and CEO 
should be separate and should 
not be performed by the same 
individual

Mr Kwan Pak Hoo Bankee, Chairman of the Board, also assumes the role of CEO of the 
Company with effect from 8 May 2009. The dual role of Mr Kwan provides a strong and 
consistent leadership to the Board and is critical for efficient business planning and 
decisions of the Group. The balance of power and authorities is ensured by the 
operation of the senior management and the Board, which comprise experienced and 
high caliber individuals.

Save for the above, the Company has been in compliance with the CG Code throughout the year under review.

Directors’ Securities Transactions

The Company has also adopted the Model Code. Having made specific enquiry with the Directors, all the Directors confirmed 

that they have complied with the required standards as set out in the Model Code during the year under review.

BOARD OF DIRECTORS

The Board is responsible for formulating the strategies and policies of the business development of the Group, while the 

management is delegated with the powers and authorities for overseeing the day-to-day operations of the Group under the 

leadership of the Board.

During the year under review, the Board had held the following number of physical meetings of the Directors:

• 8 meetings of the full Board

• 14 meetings of the EDs
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Out of the 8 full Board meetings, 5 of them were held to discuss and/or approve the annual/quarterly financial performance/

results of the Group, while 3 meetings to discuss and approve corporate transactions and change of auditors of the Company 

which arose during the year under review. The ED meetings were held to report, discuss and/or resolve for the ordinary business 

and operation matters. During the year under review, the composition of the Board, and the respective attendances of the 

Directors at the above Directors’ meetings are presented as follows:

Appointment/
Resignation during
the year under review

Attendance

Director Board capacity
Full Board 

meetings ED meetings

Mr Kwan Pak Hoo Bankee ED, Chairman & CEO 14/14 14/14
Mr Law Ping Wah Bernard ED & CFO 14/14 14/14
Mr Ng Kung Chit Raymond ED & COO was appointed on

11 December 2009
0/0 1/1

Mr Lin Che Chu George ED resigned on
17 September 2009

3/4 7/9

Mr Leung Ka Kui Johnny INED 8/8 N/A
Mr Wong Chuk Yan INED 8/8 N/A
Dr Chan Hak Sin INED 8/8 N/A

During the year under review, none of the Directors above had or maintained any financial, business, family or other material/

relevant relationship with any of the other Directors. 

The terms of the appointments of the EDs and the INEDs were governed by the respective employment or service contracts 

while the appointments of the directorship were subject to, as to EDs, retirement, rotation and re-election at least once every 3 

financial years and, as to INEDs, retirement and re-election every year, all at annual general meetings of the Company.

REMUNERATION COMMITTEE

Throughout the year under review, the Company had maintained a Remuneration Committee. The role and function of the 

Remuneration Committee includes:

• recommendation to the Board on the remuneration policy and structure for all remuneration of the Directors and senior 

management and on the establishment of a formal and transparent procedure for developing policy on such remuneration;

• determination of the specific remuneration packages of all EDs and senior management based on delegated responsibility, 

including benefits in kind, pension rights and compensation payments, including any compensation payable for loss or 

termination of their office or appointment, and recommendations to the Board of the remuneration of NEDs;

• review and approve of performance-based remuneration by reference to corporate goals and objectives resolved by the 

Board from time to time;

• review and approve of the compensation payable to EDs and senior management in connection with any loss or 

termination of their office or appointment to ensure that such compensation is determined in accordance with relevant 

contractual terms and that such compensation is otherwise fair and not excessive for the Company;

• review and approve of compensation arrangements relating to dismissal or removal of Directors for misconduct to ensure 

that such arrangements are determined in accordance with relevant contractual terms and that any compensation payment 

is otherwise reasonable and appropriate; and

• ensure that no Director or any of his associates is involved in deciding his own remuneration.
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Terms of reference of the Remuneration Committee had been compiled since the establishment of the Remuneration Committee 

and each version was endorsed and adopted by the Remuneration Committee. A revised version of the terms of reference was 

adopted on 1 January 2009 and has been posted onto the corporate website of the Company. 

During the year under review, the Remuneration Committee had held 1 physical meeting for the purpose of considering the 

remuneration of the Directors, and a written resolution for the adoption of the revised terms of reference of the Remuneration 

Committee was passed by the full Board on 1 January 2009. 

The composition of the Remuneration Committee, and the respective attendances of the committee members are presented as 

follows:

Member Board capacity Attendance

Mr Leung Ka Kui Johnny INED 1/1
Mr Wong Chuk Yan INED 1/1
Mr Kwan Pak Hoo Bankee Chairman of the Board 1/1

The chairman of the Remuneration Committee since its establishment has been Mr Leung Ka Kui Johnny. 

The summary of the work performed by the Remuneration Committee for the year under review included:

• endorsement to the remuneration policy and structure for the Directors and senior management;

• review and approval of the specific remuneration package of each Director and senior management including benefits in 

kind, pension rights and compensation payments.

REMUNERATION POLICY FOR DIRECTORS

The Company adopted a remuneration policy providing guideline for Directors’ remuneration. 

Under the remuneration policy, Directors’ remuneration should be based on internal equity factors and external market conditions 

and will be reviewed from time to time. 

The remuneration of EDs generally consists of:

• fixed monthly salary/allowance — which is set in accordance with the Director’s duties, responsibilities, skills, experiences 

and market influences;

• pension — which is based on the local Mandatory Provident Fund Contribution Scheme;

• short term variable incentive — which may include discretionary cash bonus depending on the achievement of short-term 

corporate objectives and/or personal targets;

• long term variable incentive — which may include share options designed to encourage long-term commitment.

The remuneration of INEDs will be a lump sum of Directors’ remuneration made annually.
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Directors’ Remuneration

The remuneration paid to and/or entitled by each of the Directors for the year under review is set out in note 10 to the 

consolidated financial statements in the annual report. 

The share options granted to and/or entitled by the Directors during the year under review are set out in the section headed 

“Directors’ Interests in Securities” of the Directors’ Report of this annual report.

NOMINATION OF DIRECTORS

The Board shall be composed of members with mixed skills and experience with appropriate weights necessary to accomplish 

the Group’s business development, strategies, operation, challenges and opportunities. Each member of the Board shall possess, 

be recognised for and be able to exhibit high and professional standard of a set of core criteria of competence.

The Company had adopted a nomination policy for the criteria, procedures, and process of the appointment and removal of 

Directors. 

Under the nomination policy, the Board of EDs has been delegated the full power to the administration of the nomination policy 

and the appointment and the termination of Directors, where the full Board remains to have the full and overriding power and 

absolute right thereover. 

During the year under review, 2 meetings were held by the EDs in resolving the changes of Directors. The attendances of the 

EDs were as follows:

Director Attendance

Mr Kwan Pak Hoo Bankee 2/2
Mr Law Ping Wah Bernard 2/2
Mr Ng Kung Chit Raymond (was appointed on 11 December 2009) 0/0
Mr Lin Che Chu George (resigned on 17 September 2009) 0/0

AUDIT COMMITTEE

Throughout the year under review, the Company had maintained an Audit Committee. The major role and function of the Audit 

Committee include:

• monitoring the integrity of the financial statements, annual report and half-yearly report of the Group;

• providing independent review and supervision of the effectiveness of the financial controls, internal control and risk 

management systems of the Group;

• reviewing the adequacy of the external audits;

• reviewing the compliance issues with the Listing Rules and other compliance requirements in relation to financial reporting;

• providing independent views on connected transactions and transactions involving materially conflicted interest; and

• considering and reviewing the appointment, reappointment and removal of the auditors, the audit fee and terms of 

engagement of the auditors.
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Terms of reference of the Audit Committee had been compiled since the establishment of the Audit Committee and each version 

was endorsed and adopted by the Audit Committee. A revised version of the terms of reference was adopted on 1 January 2009 

and has been posted onto the corporate website of the Company. 

During the year under review, the Audit Committee had held 5 physical meetings for discussing and/or approving the periodic 

financial results of the Group, and a written resolution for the adoption of the revised terms of reference of the Audit Committee 

was passed by the full Board on 1 January 2009.

The composition of the Audit Committee, and the respective attendances of the committee members are presented as follows:

Member Board capacity Attendance

Mr Leung Ka Kui Johnny INED 5/5
Mr Wong Chuk Yan INED 5/5
Dr Chan Hak Sin INED 5/5

The chairman of the Audit Committee has been Mr Leung Ka Kui Johnny during the year under review. 

The report of the work performed by the Audit Committee for the year under review is set out in the section headed “Audit 

Committee Report” of this annual report.

AUDITORS’ REMUNERATION

The analysis of the auditors’ remuneration for the year under review is presented as follows:

Fee amount
HK$

Audit services 2,251,000
Non-audit services 859,000

Total 3,110,000

The audit services include the audit for the annual accounts of the Group for the year ended 31 December 2009 and reviewing 

the continuing connected transactions of the Group required under the Listing Rules. The non-audit services included the 

reporting accountant required under the Listing Rules for corporate transactions of the Group which took place during the year 

under review and provision of tax-related services for the Group during the year under review.
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ACKNOWLEDGEMENT OF RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledged their responsibilities for preparing the accounts of the Group. In preparing the accounts for the 

year under review, the Directors have:

• based on a going concern basis;

• selected suitable accounting policies and applied them consistently;

• made judgments and estimates that were prudent, fair and reasonable.

REVIEW OF INTERNAL CONTROL

During the year under review, the Directors had arranged to conduct a review over the effectiveness of the internal control 

system of the Group including functions of financial, operation, compliance and risk management, and also over the adequacy 

of resources, qualifications and experience of employees who are responsible for the accounting and financial reporting functions 

of the Group, and their training programmes and budget. These reviews showed a satisfactory control system. The review had 

been reported to the Audit Committee. The Directors had also initiated necessary improvement and reinforcement to the internal 

control system during the year under review.

On behalf of the Board

Bankee P Kwan
Chairman & CEO

Hong Kong, 15 April 2010
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The Audit Committee of the Company was established on 28 June 1999. Its composition shall be a minimum of 3 members of 

NEDs with a majority being INEDs. For the year under review, the Audit Committee comprised all the INEDs of the Company at 

all times. 

For the year under review, the Audit Committee had performed the following duties:

• reviewed and commented on the financial reports for the six months ended 30 June 2009 and for the year ended 31 

December 2009, and reviewed and commented on the business operation and development of the Group for the quarters 

ended 31 March 2009 and 30 September 2009;

• endorsed the policy on the engagement of external auditors for non-audit services;

• met with the auditors to discuss the financial matters of the Group that arose during the course of the audit process, and 

reviewed the findings, recommendations and representations of the auditors;

• considered and approved the remuneration and the terms of engagement of the auditors for both audit service and non-

audit services for the year under review;

• reviewed the Company’s financial controls, internal control and risk management systems;

• reviewed the Company’s statement on internal control systems including adequacy of resources, qualifications and 

experience of staff of the Company’s accounting and financial reporting function, and their training programmes and 

budget;

• considered the change of auditors and recommended to the Board for the appointment of Grant Thornton as the new 

auditors of the Group; and

• reviewed the “Continuing Connected Transactions” set forth on pages 43 to 44 of the report.

Audit Committee Members:

LEUNG Ka Kui Johnny (committee chairman)

WONG Chuk Yan

CHAN Hak Sin

Hong Kong, 15 April 2010
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The Directors are pleased to present their report and the audited consolidated financial statements of the Group for the year 

ended 31 December 2009.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the Group during the year consisted of 

(a) financial services provided via CFSG including online and traditional brokerage of securities, options, futures and leveraged 

foreign exchange contracts as well as mutual funds and insurance-linked investment products, margin financing, money lending 

and corporate finance; (b) sales of furniture and household items and electrical appliances; (c) provision of online game services, 

sales of online game auxiliary products and licensing services; and (d) investment holding.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2009 are set out in the consolidated statement of comprehensive 

income on page 55 of this annual report.

The Board does not recommend the payment of a final dividend.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the audited results and the assets and liabilities of the Group for the last five financial years ended 31 December 

2009 is set out on page 141 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and equipment of the Group are set out in note 15 to the consolidated 

financial statements.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in note 45 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year are set out in note 37 to the consolidated financial 

statements.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Group during the year are set out in the “Consolidated Statement of Changes in 

Equity” of the consolidated financial statements.

As at 31 December 2009, the reserves of the Company available for distribution to Shareholders were approximately 

HK$210,601,000, comprising contributed surplus of HK$199,719,000 and retained profit of HK$10,882,000, and the Company’s 

share premium available for distribution in the form of fully paid bonus shares was HK$362,207,000.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda which would oblige the 

Company to offer new shares on a pro rata basis to existing Shareholders.
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CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

(1) Connected transactions

 (a)  Acquisition of the properties in Hong Kong and the PRC and issue of convertible note to 
controlling Shareholder

As disclosed in the Company’s announcement dated 11 November 2008 and the circular dated 21 January 2009, 

the Group entered into a convertible note agreement and sale and purchase agreement with Mr Kwan Pak Hoo 

Bankee (an executive Director and a controlling Shareholder) on 11 November 2008 to acquire the entire equity 

shareholding interest of Excelbright Enterprises Limited (“Sale Shares”) and the shareholder’s loan advanced by Mr 

Kwan to Excelbright Enterprises Limited (“Sale Debt”), at the consideration of approximately HK$42.8 million (subject 

to adjustment). The consideration would be subject to adjustment in accordance with the actual amount of the net 

asset value of the Sale Shares and the Sale Debt as at the date of completion in accordance with the management 

accounts of Excelbright Enterprises Limited as at the date of completion. Excelbright Enterprises Limited was holding 

three properties in Hong Kong and the PRC at the date of transaction. The consideration would be fully settled by 

the issue of the convertible note of the Company in the same principal amount of the consideration. The final 

consideration was fixed at HK$43,243,000 and the transactions were completed on 17 February 2009. A convertible 

note in the principal amount of HK$43,243,000 was issued by the Company to Cash Guardian (controlling 

Shareholder, a company controlled by Mr Kwan and an associate of Mr Kwan) on 17 February 2009. Mr Kwan is a 

controlling Shareholder and an executive Director and beneficially owns the entire interest in Excelbright Enterprises 

Limited before the completion of the aforesaid transactions and hence is a connected person of the Company. The 

entering into of the convertible note agreement and the sale and purchase agreement constituted connected 

transactions of the Company under the Listing Rules.

 (b)  Acquisition of equity interest in a non-wholly-owned subsidiary from connected persons

As disclosed in the Company’s announcement dated 18 February 2009, CFS (a non-wholly-owned subsidiary of the 

Company and a wholly-owned subsidiary of CFSG) entered into a letter of agreement dated 18 February 2009 with 

each of Mr Wong Tat Tung Dennis and Ms Kam Chi Wan Sandy (both are director and/or substantial shareholders 

of CASH Frederick Taylor Limited (now known as CASH Wealth Management Limited) (a non-wholly-owned subsidiary 

of the Company and a 70%-owned subsidiary of CFSG as at the date of transaction) and hence connected persons 

of the Company within the meaning of the Listing Rules) as vendors respectively on the same date. Pursuant to the 

agreements, CFS has agreed, inter alia, to purchase from the vendors an aggregate of 300,000 shares (representing 

30% of the issued share capital) in CASH Frederick Taylor Limited at a total consideration of HK$1,400,000 to be fully 

settled in cash. The acquisition constituted a connected transaction exempt from independent shareholders’ approval 

requirement for the Company under the Listing Rules. There is no conditions precedent to the completion of the 

agreements and the completion took place on 20 February 2009. Since then, CASH Frederick Taylor Limited became 

a wholly-owned subsidiary of CFSG, and remained as a non-wholly-owned subsidiary of the Company via CFSG.
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(2) Continuing connected transactions

 Financial assistance

 (a) Previous Margin Financing Arrangement

Pursuant to the resolution passed by the independent Shareholders at a special general meeting held on 19 March 

2007, the Previous Margin Financing Arrangement was approved and CFSG entered into written margin financing 

agreements with each of the Previous Connected Clients, under which CFSG would extend margin financing facilities 

to Previous Connected Clients, at an annual cap of up to HK$4 billion to ARTAR and of up to HK$30 million to each 

of the other Previous Connected Clients for each of the three financial years ended on 31 December 2009 and are 

on terms and rates which are the same as those offered by CFSG to its other margin financing clients. The Previous 

Connected Clients (save as Kawoo Finance Limited and Libra Capital Management (HK) Limited (formerly E-Tailer 

Holding Limited)) were all substantial Shareholders and/or directors of the Group and/or their respective associates 

as at the date of transaction, and hence connected persons of the Company within the meaning of the Listing 

Rules. The margin financing facilities are repayable on demand and secured by listed securities held by the respective 

Previous Connected Clients. Details of the Previous Margin Financing Arrangement were disclosed in the Company’s 

announcement dated 9 February 2007 and the circular dated 1 March 2007.

The Previous Margin Financing Arrangement had been expired on 31 December 2009. The facilities granted to 

certain Previous Connected Clients were renewed by the Margin Financing Arrangement as disclosed in paragraph 

2(b) below. Details of the maximum amounts of the margin financing facilities granted to the Previous Connected 

Clients during the year under review are set out in note 26 to the consolidated financial statements. The commission 

and interest income received from the Previous Connected Clients during the year under review are disclosed in 

notes 44(a) to (f) to the consolidated financial statements.

Pursuant to rule 14A.38 of the Listing Rules, the Board engaged the auditors of the Company to perform certain 

agreed upon procedures in respect of the Previous Margin Financing Arrangement. The auditors have reported the 

factual findings on these procedures to the Board. The INEDs have reviewed the Previous Margin Financing 

Arrangement and the report of the auditors and confirmed that the Previous Margin Financing Arrangement has 

been entered into (a) in the ordinary and usual course of business of the Group; (b) either on normal commercial 

terms or on terms no less favourable to the Group than terms available to or from independent third parties; and 

(c) in accordance with the terms of the relevant agreements governing them on terms that are fair and reasonable 

and in the interests of the Shareholders as a whole.

Based on the work performed, the auditors of the Company have also confirmed that the Previous Margin Financing 

Arrangement (a) has received the approval of the Board; (b) has been entered into in accordance with the pricing 

policies of the Company with reference to similar transactions with independent third parties; (c) has been entered 

into in accordance with the terms of the relevant agreements governing such transactions; and (d) has not exceeded 

the relevant cap amount for the financial year ended 31 December 2009 as set out in the circular of the Company 

dated 1 March 2007.



Directors’ Report

44

 (b) Margin Financing Arrangement

As disclosed in the Company’s announcement dated 25 November 2009, CFSG proposed the Margin Financing 

Arrangement with each of the Connected Clients as a renewal of the Previous Margin Financing Arrangement to 

certain Previous Connected Clients and to grant new facilities to other new Connected Clients. Under the Margin 

Financing Arrangement, CFSG would extend margin financing facilities to the Connected Clients, at an annual cap 

of up to HK$30 million (which represents the maximum outstanding balance, including accrued outstanding 

interests, of the margin financing facility) to each of the Connected Clients for each of the three financial years 

ending on 31 December 2012 and are on terms and rates which are in line with the rates offered by CFSG to other 

independent margin clients. The margin financing facilities are repayable on demand and secured by listed securities 

held by the respective Connected Clients.

The Connected Clients (save as Libra Capital Management (HK) Limited (formerly E-Tailer Holding Limited) and 

Cashflow Credit Limited) are all substantial Shareholders and/or directors of the Group and/or their respective 

associates, and hence connected persons of the Company within the meaning of the Listing Rules. The granting of 

margin financing facilities by CFSG, a subsidiary of the Company, under the Margin Financing Arrangement would 

constitute continuing connected transactions relating to financial assistance for the Company under the Listing 

Rules. The Margin Financing Arrangement was approved by the independent Shareholders at a special general 

meeting held on 31 December 2009. Details of the Margin Financing Arrangement were disclosed in the Company’s 

circular dated 15 December 2009.

RELATED PARTIES TRANSACTIONS

Save as the connected transactions and continuing connected transactions as disclosed in the above section, the Group also 

entered into certain transactions as disclosed in note 44 which were regarded as related party transactions under the applicable 

accounting standards. Such related party transactions constituted de minis connected transactions of the Company, but were 

exempted from the reporting, announcement and independent shareholders’ approval requirements. The Company has complied 

with the disclosure requirements in accordance with Chapter 14A of the Listing Rules in relation to the related party transactions 

of the Group during the year.

RAISING OF FUNDS AND USE OF PROCEEDS

Pursuant to a placing and top up subscription agreement dated 5 August 2009 entered into among the Company, Cash Guardian 

and Celestial Securities (the placing agent), a total of 25,000,000 Shares were issued at HK$2.00 per Share on 17 August 2009. 

The closing price of each Share on 5 August 2009 (the last trading day prior to the fixing of the terms of the placing and top 

up subscription agreement) was HK$2.15 per Share. The gross and net proceeds of the issue were HK$50.0 million and HK$49.4 

million respectively, representing a net price of HK$1.975 per Share. The fund was applied for general working capital purposes. 

Details of the transactions were disclosed in the Company’s announcement dated 5 August 2009.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, the Group’s turnover attributable to the five largest customers accounted for less than 30% of the 

Group’s total turnover. 

In the year under review, the Group’s purchases attributable to the five largest suppliers accounted for less than 30% of the 

Group’s total purchases. 


