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Shareholders™ for further information.
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QUESTIONS AND ANSWERS

The following are some of the questions you, as a Shareholder, may have and the
answers to those questions.

However, you are urged to read this entire document, including the Appendices,

carefully.

1. What is the purpose of this document?

The purpose of this document is to provide you with information regarding (a) the
Merger Proposal (which comprises (i) the Hutchison Proposal to privatise the
Company by way of the Scheme and (ii) the Husky Share Exchange) and (b) the
re-election of the Retiring Director, and to give you notices of the Court Meeting
and the General Meeting.

2. What are the Court Meeting and the General Meeting? What is the Court
Hearing?

The Court Meeting is being held for the Disinterested Shareholders to consider
and, if thought fit, approve the Scheme.

Following the Court Meeting, the General Meeting is being held for the purpose
of considering and, if thought fit, passing (a) a special resolution to approve the
Scheme and the implementation of the Scheme, (b) an ordinary resolution to
approve the Husky Share Exchange (as a special deal under Rule 25 of the
Takeovers Code in relation to the Hutchison Proposal) and (c) an ordinary
resolution to approve the re-election of the Retiring Director.

The Court Hearing is being held for the Court to hear the petition for the sanction
of the Scheme and the confirmation of the capital reduction of the Company. The
location, date and time of the Court Hearing will be published in the South China
Morning Post (in English) and the Hong Kong Economic Times and the Hong
Kong Economic Journal (in Chinese) and on the website of the Company at
www.hutchison-whampoa.com following the Court hearing of the summons for
directions in respect of the Scheme, which is expected to be held on Tuesday, 5
May 2015.

3. What is the location, date and time of the Court Meeting and the General
Meeting?

The Court Meeting and the General Meeting will be held at the Grand Ballroom,
Ist Floor, Harbour Grand Kowloon, 20 Tak Fung Street, Hung Hom, Kowloon,
Hong Kong on Monday, 20 April 2015 at 2:00 p.m. and 2:30 p.m. (or as soon
thereafter as the Court Meeting shall have been concluded or adjourned),
respectively.
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QUESTIONS AND ANSWERS

4. What do I need to do if I want to vote at the Court Meeting and/or the General
Meeting?

e  The actions you should take are summarised in “Important Notice and Actions to
be Taken” and “Actions to be Taken” in the Explanatory Statement. You should
read those sections carefully.

5. What is the Merger Proposal?
° The Merger Proposal comprises:

(a) the Hutchison Proposal pursuant to which the Offeror, a wholly-owned
subsidiary of CKH Holdings, is making a conditional share exchange offer to
the Scheme Shareholders for the cancellation of the Scheme Shares by way
of a scheme of arrangement of the Company under the Companies Ordinance
and in consideration, each Scheme Sharcholder (other than the
Non-Qualifying Overseas Shareholders) will receive new CKH Holdings
Shares in the share exchange ratio of 0.684 of a CKH Holdings Share for
each Scheme Share held as at the Record Time. On completion of the
Hutchison Proposal, the Company will become a wholly-owned subsidiary of
CKH Holdings and the listing of the Shares on the Main Board will be
withdrawn; and

(b) the Husky Share Exchange pursuant to which the Group will acquire from
the Husky Sale Shares Vendor (a company indirectly wholly owned by the
Trust) approximately 6.24% of the common shares of Husky in issue and in
consideration, 84,427,246 new CKH Holdings Shares will be issued by CKH
Holdings to the Husky Sale Shares Vendor (or as it may direct). On
completion of the Husky Share Exchange, the Group will own an aggregate
of approximately 40.20% of the common shares of Husky in issue (assuming
there is no other change in the shareholding in Husky).

e  Each of the Hutchison Proposal and the Husky Share Exchange is subject to the
fulfilment (or, where relevant, waiver) of certain conditions precedent as further
described in this document. Subject to the fulfilment (or, where relevant, waiver)
of these conditions precedent, the Husky Share Exchange will be completed
immediately prior to completion of the Hutchison Proposal.

6. What consideration will I receive under the Hutchison Proposal for my cancelled
Scheme Shares?

e The Scheme Shareholders (other than the Non-Qualifying Overseas Shareholders)
will receive new CKH Holdings Shares in the share exchange ratio of 0.684 of a
CKH Holdings Share for every one Scheme Share held as at the Record Time,
which is expected to be 4:00 p.m. on Tuesday, 2 June 2015.
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What are the Spin-off Proposal and the Distribution In Specie?

The Spin-off Proposal involves the proposed spin-off of the Combined Property
Businesses (being the existing property businesses of the CKH Holdings Group
and the Group which will be reorganised under the CK Property Group) to
qualifying CKH Holdings Shareholders by way of the Distribution In Specie and
the separate listing of the CK Property Shares on the Main Board by way of
introduction. CK Property is not offering any CK Property Shares for sale or
subscription.

The Spin-off Proposal is subject to the fulfilment (or, where relevant, waiver) of
certain conditions, including, among other things, completion of the Merger
Proposal and the Listing Committee of the Stock Exchange granting approval for
the listing of the CK Property Shares on the Main Board.

If the Spin-off Proposal becomes unconditional, qualifying CKH Holdings
Shareholders will receive new CK Property Shares in the ratio of one CK
Property Share for every one CKH Holdings Share held at the DIS Record Time
(being 8:50 a.m. on Wednesday, 3 June 2015).

If the Merger Proposal is not completed, the Spin-off Proposal will not proceed
and you will not receive CKH Holdings Shares or CK Property Shares, and your
holding of Shares in the Company will not be affected.

Do I need to pay anything for the CK Property Shares or complete any application
form to receive the CK Property Shares pursuant to the Distribution In Specie?

No, you do not need to pay anything for the CK Property Shares or complete any
application form to receive the CK Property Shares pursuant to the Distribution In
Specie.

If you are a Non-Qualifying CKH Holdings Shareholder immediately following
completion of the Scheme, you will not receive CK Property Shares but will
instead receive cash in full satisfaction of the CK Property Shares which you
would otherwise receive pursuant to the Distribution In Specie.

See “Appendix VII — Information on the CK Property Group and the Spin-off
Proposal — The Spin-off Proposal and the Distribution In Specie — Non-Qualifying
CKH Holdings Shareholders” for further details.

What are “odd lots” and what arrangements are being made relating to the sale of
odd lots of CKH Holdings Shares?

Since CKH Holdings Shares are, and CK Property Shares will be, traded in board
lots of 500 shares, any holding of those shares that is not a whole multiple of 500
is known as an “odd lot”.



QUESTIONS AND ANSWERS

10.

11.

12.

e CKH Holdings has appointed Fulbright Securities Limited and One China
Securities Limited to provide, on a best efforts basis, a service to match the sale
and purchase of odd lots of CKH Holdings Shares issued under the Scheme
during the period of 60 days commencing from (and including) the Effective Date
(which is expected to be Wednesday, 3 June 2015). Please refer to “Arrangements
Relating to the Sale of Odd Lots of CKH Holdings Shares” in the Explanatory
Statement for further details.

What are “fractional entitlements” to CKH Holdings Shares under the Scheme and
how will they be dealt with?

° Fractional entitlements to CKH Holdings Shares will arise under the Scheme
because Shareholders will receive 0.684 of a CKH Holdings Share for each
Scheme Share held as at the Record Time and accordingly a Shareholder’s
aggregate entitlement may not be an exact multiple of a whole CKH Holdings
Share.

e  Fractions of CKH Holdings Shares will not be allotted to the Scheme
Shareholders under the Scheme. The fractional entitlements of the Scheme
Shareholders to CKH Holdings Shares under the Scheme will be aggregated (and,
if necessary, rounded down to the nearest whole number of a CKH Holdings
Share) and allotted to the Selected Person, who will sell the resulting CKH
Holdings Shares (including, for the avoidance of doubt, the CK Property Shares
received pursuant to the Distribution In Specie and which are attributable to such
CKH Holdings Shares) on the market as soon as reasonably practicable after the
Scheme becomes effective. The proceeds of sale (net of expenses and taxes) will
be paid to the Scheme Shareholders concerned according to their respective
attributable entitlements thereto.

Will 1 have to pay any fees or commissions under the Scheme?

° If your Shares are registered in your name as at the Record Time and the Scheme
becomes effective, you will not have to pay brokerage fees or similar expenses in
respect of the cancellation of the Scheme Shares concerned.

e If you own your Shares as at the Record Time through a financial intermediary
(such as a broker or nominee), you should consult your financial intermediary to
determine whether any charges apply.

I am an Overseas Shareholder. What should I do?

e  All Overseas Shareholders are entitled to vote even if they are Non-Qualifying
Overseas Shareholders, and you are strongly encouraged to exercise your right to
vote, in person or by proxy, at the Court Meeting and the General Meeting. The
actions you should take are summarised in “Important Notice and Actions to be
Taken” and “Actions to be Taken” in the Explanatory Statement.
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QUESTIONS AND ANSWERS

If the law of any relevant jurisdiction precludes an offer of the CKH Holdings
Shares, or precludes it except after compliance by CKH Holdings with conditions
with which CKH Holdings is unable to comply or which CKH Holdings regards
as unduly onerous, no CKH Holdings Shares will be issued to Overseas
Shareholders in such jurisdiction pursuant to the Scheme.

Based on the addresses of the Overseas Shareholders as registered in the register
of members of the Company as at the Latest Practicable Date and the advice
received, Overseas Shareholders in the United Arab Emirates are expected to be
Non-Qualifying Overseas Shareholders.

The CKH Holdings Shares which would otherwise have been allotted to the
Non-Qualifying Overseas Shareholders pursuant to the Scheme will be allotted to
the Selected Person, who will sell such CKH Holdings Shares (including, for the
avoidance of doubt, the CK Property Shares received pursuant to the Distribution
In Specie and which are attributable to such CKH Holdings Shares) on the market
as soon as reasonably practicable after the Scheme becomes effective. The
aggregate proceeds of such sale (net of expenses and taxes) will be paid to the
relevant Non-Qualifying Overseas Shareholders (pro rata to their shareholdings in
the Company as at the Record Time) in Hong Kong dollars in full satisfaction of
their rights to the CKH Holdings Shares pursuant to the Scheme, provided that if
the amount that a Non-Qualifying Overseas Shareholder would be entitled to
receive is less than HK$50, such sum will be retained for the benefit of CKH
Holdings.

Overseas Shareholders, including but not limited to those in the United States, are
advised to read this document and in particular, “Non-Qualifying Overseas
Shareholders” in the Explanatory Statement and “Information for Overseas
Shareholders” for further information.

13. What is the position of the Independent Board Committee with regard to the
Merger Proposal?

The Independent Board Committee, having considered, among other things, the
objectives and reasons for the Merger Proposal and the Spin-off Proposal and the
terms of the Merger Proposal and having taken into account the advice of the
Independent Financial Adviser as set out in “Letter from the Independent
Financial Adviser”, considers that the terms of the Merger Proposal are fair and
reasonable so far as the Disinterested Shareholders are concerned.

Accordingly, the Independent Board Committee recommends that:

(a) the Disinterested Shareholders vote in favour of (a) the resolution to approve
the Scheme at the Court Meeting and (b) the ordinary resolution to approve
the Husky Share Exchange (as a special deal under Rule 25 of the Takeovers

Code in relation to the Hutchison Proposal) at the General Meeting; and

(b) the Shareholders vote in favour of the special resolution to approve the
Scheme and the implementation of the Scheme at the General Meeting.
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14. When do you expect the Merger Proposal to be completed?

The Merger Proposal is expected to be completed on Wednesday, 3 June 2015.

15. Who should I call if I have additional questions?

If you have questions concerning administrative matters, such as dates,
documentation and procedures relating to the Merger Proposal, please call the
Company’s share registrar, Computershare Hong Kong Investor Services Limited,
at +852 2862 8555 between 9:00 a.m. and 5:00 p.m. on Mondays to Fridays,
excluding public holidays.

This helpline cannot and will not provide advice on the merits of the Merger
Proposal or the Scheme or give financial or legal advice.
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EXPECTED TIMETABLE

Latest time for lodging transfers of Shares to qualify for the
entitlement to attend and vote at the Court Meeting and the
General Meeting . ...... ... 4:30 p.m. on Tuesday,
14 April 2015

Closure of the register of members of the Company for determining
the entitlement to attend and vote at the Court Meeting and the
General Meeting'" . .. ... ... from Wednesday,
15 April 2015
to Monday, 20 April 2015

(both days inclusive)
Latest time for lodging forms of proxy in respect of:

Court Meeting® ... ... .. .. .. 2:00 p.m. on Saturday,
18 April 2015

General Meeting® ... ... .. ... 2:30 p.m. on Saturday,
18 April 2015

Record date for determining the entitlement to attend and vote at
the Court Meeting and the General Meeting ............... Monday, 20 April 2015

Trading halt in the Shares and the CKH Holdings Shares® ....... 9:00 a.m. on Monday,
20 April 2015

Court Meeting™ .. ... ... ... 2:00 p.m. on Monday,
20 April 2015

General Meeting™® .. .. ... ... ... 2:30 p.m. on Monday,
20 April 2015

(or as soon thereafter as the

Court Meeting shall have been

concluded or adjourned)

Announcement of the results of the Court Meeting
and the General Meeting published on the
Stock Exchange’s website® ... ... .. ... .. .. ... ... .. after 4:15 p.m. on Monday,

20 April 2015

Resumption of trading in the Shares and the

CKH Holdings Shares® .................... 9:00 a.m. on Tuesday, 21 April 2015
Court hearing of the summons for directions in

respect of the Scheme ......... ... ... . ... . ... ... ... Tuesday, 5 May 2015

Trading halt in the Shares and the CKH Holdings Shares®™ ....... 9:00 a.m. on Tuesday,

19 May 2015

Court Hearing of the petition to sanction the Scheme® ......... Tuesday, 19 May 2015
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EXPECTED TIMETABLE

Announcement of (1) the results of the Court Hearing
of the petition to sanction the Scheme, (2) the expected
Effective Date and (3) the expected date of withdrawal of
the listing of the Shares on the Stock Exchange published

on the Stock Exchange’s website™ ... ................ after 4:15 p.m. on Tuesday,
19 May 2015

Resumption of trading in the Shares and the
CKH Holdings Shares®™ . ............................ 9:00 a.m. on Wednesday,
20 May 2015
Dealings in the Shares on the Stock Exchange cease ............ 4:00 p.m. on Tuesday,
26 May 2015

Latest time for lodging transfers of Shares to qualify
for the entitlement to the Cancellation Consideration
under the Scheme .. ........ .. ... ... .. . ... ... 4:30 p.m. on Thursday,
28 May 2015

Closure of the register of members of the Company
for determining the entitlement to the Cancellation
Consideration under the Scheme'” . ... .. ... .................... from Friday,

29 May 2015 onwards

Record time for determining entitlement to the
Cancellation Consideration under the Scheme ...... 4:00 p.m. on Tuesday, 2 June 2015

Despatch of certificates for the CKH Holdings Shares to be

issued pursuant to the Scheme® ... ... ... ... ... ... .. .... Tuesday, 2 June 2015

Despatch of certificates for the CK Property Shares

to be issued pursuant to the Distribution In Specie® . ......... Tuesday, 2 June 2015
Effective Date'® .. ... ... . .. ... Wednesday, 3 June 2015
DIS Record Time"'” ... .. ... .. . ... 8:50 a.m. on Wednesday,

3 June 2015

Withdrawal of the listing of the Shares on
the Stock Exchange'® ....... ... .. ... ... ... ... ... .... 9:00 a.m. on Wednesday,
3 June 2015

an

Listing of the CK Property Shares on the Stock Exchange ... 9:00 a.m. on Wednesday,

3 June 2015
Announcement of (1) the Effective Date and (2) the withdrawal
of the listing of the Shares on the Stock Exchange
published on the Stock Exchange’s website ............... Wednesday, 3 June 2015

Shareholders should note that the dates and times specified in the above timetable
are subject to change. Further announcement(s) will be made in the event that there is
any change to the above timetable.
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The register of members of the Company will be closed during such period for the purpose of determining
the entitlement of the Scheme Shareholders to attend and vote at the Court Meeting and the Shareholders to
attend and vote at the General Meeting. For the avoidance of doubt, this period of closure is not for
determining the entitlements of the Scheme Shareholders to the CKH Holdings Shares under the Scheme.

The pink form of proxy in respect of the Court Meeting and the blue form of proxy in respect of the
General Meeting should be completed and signed in accordance with the instructions respectively printed on
them and should be lodged at the Company’s registered office at 22nd Floor, Hutchison House, 10 Harcourt
Road, Hong Kong as soon as possible and in any event no later than the relevant times and dates stated
above. In the case of the pink form of proxy in respect of the Court Meeting, it may alternatively be
handed to the Chairman of the Court Meeting at the Court Meeting. Completion and return of a form of
proxy for the Court Meeting or the General Meeting will not preclude a Scheme Shareholder or a
Shareholder (as the case may be) from attending and voting in person at the relevant meeting if he or she
so wishes. In such event, the returned form of proxy will be deemed to have been revoked.

Trading in the Shares and the CKH Holdings Shares will be halted from 9:00 a.m. on Monday, 20 April
2015 pending the publication of an announcement of the results of the Court Meeting and the General
Meeting and an announcement of the results of the CKH Holdings EGM. Trading in the Shares and the
CKH Holdings Shares is expected to resume at 9:00 a.m. on the trading day following the announcements
of those results.

If a tropical cyclone warning signal no. 8 or above remains hoisted or a black rainstorm warning signal is
in force at 11:00 a.m. on the date of the Court Meeting and the General Meeting, the Court Meeting and the
General Meeting will be postponed and, by virtue of the same notices of the Court Meeting and the General
Meeting set out on pages N-1 to N-5 to this document, the Court Meeting and the General Meeting will be
held instead on Tuesday, 21 April 2015 at 2:00 p.m. and 2:30 p.m. (or as soon thereafter as the Court
Meeting shall have been concluded or adjourned), respectively, or at a time on an alternative day to be
announced that falls within seven Business Days of the original date scheduled for the Court Meeting and
the General Meeting in the event that a tropical cyclone warning signal no. 8 or above remains hoisted or a
black rainstorm warning signal is in force at 11:00 a.m. on Tuesday, 21 April 2015. Shareholders may call
the hotline at +852 3169 3868 or visit the website of the Company at www.hutchison-whampoa.com for
details of alternative meeting arrangements. The Court Meeting and the General Meeting will be held as
scheduled when an amber or red rainstorm warning signal is in force.

Shareholders should make their own decision as to whether to attend the Court Meeting and the General
Meeting under bad weather conditions bearing in mind their own situation and, if they should choose to do
so, they are advised to exercise care and caution.

Trading in the Shares and the CKH Holdings Shares will be halted from 9:00 a.m. on Tuesday, 19 May
2015 pending the publication of an announcement of the results of the Court Hearing. The expected timing
of the announcement of the results of the Court Hearing and the resumption of trading in the Shares and the
CKH Holdings Shares is indicated in the table above but if the results are published between noon and
12:30 p.m. on Tuesday, 19 May 2015, trading in the Shares and the CKH Holdings Shares will resume at
1:00 p.m. on the same day instead of at 9:00 a.m. on Wednesday, 20 May 2015.

The Court Hearing will be held at the Court at the High Court Building, 38 Queensway, Hong Kong. The
location, date and time of the Court Hearing will be published in the South China Morning Post (in
English) and the Hong Kong Economic Times and the Hong Kong Economic Journal (in Chinese) and on
the website of the Company at www.hutchison-whampoa.com following the Court hearing of the summons
for directions in respect of the Scheme, which is expected to be held on Tuesday, 5 May 2015.

The Scheme will become effective upon all the conditions precedent set out in “The Hutchison Proposal —
Conditions Precedent to the Hutchison Proposal” in the Explanatory Statement having been fulfilled (or,
where relevant, waived). The Shareholders will be advised by an announcement of the exact date upon
which the Scheme becomes effective. The withdrawal of the listing of the Shares will take place following
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the Scheme becoming effective on the Effective Date and it is expected that the listing of the Shares will be
withdrawn at 9:00 a.m. on Wednesday, 3 June 2015. If the Scheme does not become effective by Tuesday,
30 June 2015, or such later date as the Court may direct, the Scheme will lapse.

The register of members of the Company will be closed from Friday, 29 May 2015 for the purpose of
determining the identities of the Scheme Shareholders who are qualified for entitlement to the Cancellation
Consideration under the Scheme.

The share certificates for the CKH Holdings Shares to be issued pursuant to the Scheme are expected to be
despatched to the Scheme Shareholders (other than the Non-Qualifying Overseas Shareholders) on Tuesday,
2 June 2015. If the Scheme does not become effective, the share certificates will not become valid.

The share certificates for the CK Property Shares to be issued under the Distribution In Specie are expected
to be despatched to the CKH Holdings Shareholders (other than the Non-Qualifying CKH Holdings
Shareholders) on Tuesday, 2 June 2015. If the Distribution In Specie does not become unconditional, the
share certificates will not become valid and dealings in the CK Property Shares will not commence on
Wednesday, 3 June 2015.

Holders of the CKH Holdings Shares to be issued pursuant to (a) the Husky Share Exchange (i.e. the Husky
Sale Shares Vendor (or as it may direct)) and (b) the Scheme (i.e. the Scheme Shareholders other than the
Non-Qualifying Overseas Shareholders) will be entitled to receive the CK Property Shares pursuant to the
Distribution in Specie unless they are Non-Qualifying CKH Holdings Shareholders.

The Spin-off Proposal is subject to the fulfilment (or, where relevant, waiver) of certain conditions (see
“Appendix VII — Information on the CK Property Group and the Spin-off Proposal” for further details). If
the Spin-off Proposal does not become unconditional, the Distribution In Specie will not be made and the

CK Property Shares will not be listed on the Stock Exchange.

All times and dates in this document refer to Hong Kong times and dates unless otherwise indicated.
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ACTIONS TO BE TAKEN
Actions to be taken by the Shareholders

A pink form of proxy for use at the Court Meeting and a blue form of proxy for use at
the General Meeting are enclosed with copies of this document sent to the Registered
Owners.

Whether or not you are able to attend the Court Meeting and/or the General
Meeting, you are strongly urged to complete and sign the enclosed pink form of proxy
in respect of the Court Meeting and also the enclosed blue form of proxy in respect of
the General Meeting, in accordance with the respective instructions printed on them,
and to lodge them at the Company’s registered office at 22nd Floor, Hutchison House,
10 Harcourt Road, Hong Kong.

In order to be valid, the pink form of proxy for use at the Court Meeting should be
lodged not later than 2:00 p.m. on Saturday, 18 April 2015. The pink form of proxy may
also be handed to the Chairman of the Court Meeting at the Court Meeting. The blue form
of proxy for use at the General Meeting should be lodged not later than 2:30 p.m. on
Saturday, 18 April 2015. The completion and return of the relevant forms of proxy will not
preclude you from attending and voting in person at the relevant meeting should you so
wish. In such event, the returned form of proxy for that meeting will be deemed to have
been revoked.

If you do not appoint a proxy and you do not attend and vote at the Court Meeting
and/or the General Meeting, you will still be bound by the outcome of the Court Meeting
and/or the General Meeting. You are therefore strongly urged to attend and vote at the Court
Meeting and/or the General Meeting in person or by proxy.

An announcement will be made by the Company in relation to the results of the Court
Meeting and the General Meeting and, if all the resolutions are passed at those meetings,
further announcement(s) will be made in relation to, among other things, the results of the
Court Hearing of the petition to sanction the Scheme, the Effective Date and the date of
withdrawal of the listing of the Shares on the Stock Exchange.

Actions to be taken by Beneficial Owners whose Shares are held by a Registered Owner
No person shall be recognised by the Company as holding any Shares on trust.
If you are a Beneficial Owner whose Shares are registered in the name of a nominee,
trustee, depositary or any other authorised custodian or third party, you should contact such
Registered Owner to give instructions to and/or to make arrangements with such Registered

Owner as to the manner in which the Shares beneficially owned by you should be voted at
the Court Meeting and/or the General Meeting.
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If you are a Beneficial Owner who wishes to attend the Court Meeting and/or the
General Meeting personally, you should:

(a) contact the Registered Owner directly to make the appropriate arrangements with
the Registered Owner to enable you to attend and vote at the Court Meeting and/
or General Meeting and, for such purpose, the Registered Owner may appoint you
as its proxy; or

(b) arrange for some or all of the Shares registered in the name of the Registered
Owner to be transferred into your own name.

Instructions to and/or arrangements with the Registered Owner should be given or
made in advance of the relevant latest time for the lodgement of the forms of proxy in
respect of the Court Meeting and the General Meeting in order to provide the Registered
Owner with sufficient time to complete his/her/its forms of proxy accurately and to lodge
them by the deadline. To the extent that any Registered Owner requires instructions from or
arrangements to be made with any Beneficial Owner at a particular date or time in advance
of the relevant latest time for the lodgement of the forms of proxy in respect of the Court
Meeting and the General Meeting, then any such Beneficial Owner should comply with the
requirements of such Registered Owner.

Actions to be taken by Beneficial Owners whose Shares are deposited in CCASS

If you are a Beneficial Owner whose Shares are deposited in CCASS and registered
under the name of HKSCC Nominees Limited, you should, unless you are admitted to
participate in CCASS as an Investor Participant:

(a) contact your broker, custodian, nominee or other relevant person who is, or has in
turn deposited such Shares with, a CCASS participant regarding voting
instructions to be given to such persons; or

(b) arrange for some or all of such Shares to be withdrawn from CCASS and
transferred into your own name, if you wish to vote at the Court Meeting and/or
the General Meeting.

The procedure for voting by the Investor Participants and the Other CCASS
Participants with respect to Shares registered under the name of HKSCC Nominees
Limited shall be in accordance with the “Operating Guide for Investor Participants”,
the “General Rules of CCASS” and the “CCASS Operational Procedures” in effect
from time to time.

Please refer to “Actions to be Taken” in the Explanatory Statement for further
information.
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EXERCISE YOUR RIGHT TO VOTE

If you are a Shareholder or a Beneficial Owner, you are strongly encouraged to
exercise your right to vote or to give instructions to the relevant Registered Owner to vote
in person or by proxy at the Court Meeting and the General Meeting. If you keep any
Shares in a share lending programme, you are urged to recall any outstanding Shares on loan
to avoid market participants using borrowed stock to vote.

If you are a Beneficial Owner whose Shares are deposited in CCASS, you are strongly
encouraged to withdraw at least some of your Shares from CCASS and become a registered
holder of such Shares in time if you wish to exercise your right to vote directly at the Court
Meeting and the General Meeting. In respect of any other Shares of which you are the
Beneficial Owner and which remain in CCASS, you are encouraged to contact your broker,
custodian, nominee or other relevant person regarding voting instructions in relation to the
manner in which those Shares should be voted at the Court Meeting and the General
Meeting without delay.

If you are a Registered Owner holding Shares on behalf of one or more Beneficial
Owners, you should inform the relevant Beneficial Owner(s) about the importance of
exercising their right to vote.

NOTICE TO OVERSEAS SHAREHOLDERS

The making of the Hutchison Proposal to certain Shareholders may be subject to the
laws of jurisdictions other than Hong Kong. Overseas Shareholders and Beneficial Owners
residing in jurisdictions other than Hong Kong should inform themselves about and observe
all legal and regulatory requirements applicable to them. It is the responsibility of the
Shareholders and the Beneficial Owners to satisfy themselves as to the full observance of
the laws of the relevant jurisdictions applicable to them in connection with the Scheme,
including obtaining any governmental, exchange control or other consents which may be
required, and compliance with other necessary formalities and the payment of any issue,
transfer or other taxes due in such jurisdictions.

Shareholders and Beneficial Owners should consult their professional advisers if they
are in any doubt as to the potential applicability of, or consequence under, any provision of
law or regulation or judicial or regulatory decisions or interpretations in any jurisdiction,
territory or locality therein or thereof and, in particular, whether there will be any restriction
or prohibition on the acquisition, retention, disposal or otherwise with respect to the Shares
or the CKH Holdings Shares, as the case may be.

Overseas Shareholders, including but not limited to those in the United States, are

advised to read “Non-Qualifying Overseas Shareholders” in the Explanatory Statement and
“Information for Overseas Shareholders” for further information.
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REGULATORY STATEMENT

During the distribution of CKH Holdings Shares in the Scheme, certain divisions of
HSBC and HSBC Bank plc that have been granted “exempt principal trader” status under
the Takeovers Code intend to engage in various dealing and brokerage activities involving
CKH Holdings Shares and ADRs when and to the extent permitted by applicable laws and
regulations, including the Takeovers Code. In particular, these divisions of HSBC and HSBC
Bank plc intend (1) to engage in trades in CKH Holdings Shares and ADRs for their own
account and the accounts of their customers for the purpose of derivative arbitrage or
hedging activities, such as closing out existing derivatives, delta hedging in respect of
existing derivatives, index-related product or tracker fund arbitrage or similar activities
assented to by the SFC; and (2) to engage in borrowing and lending transactions in CKH
Holdings Shares and ADRs (including the unwinding of such transactions).

These divisions of HSBC and HSBC Bank plc will not be obliged to purchase CKH
Holdings Shares or ADRs and any such purchases may be discontinued at any time in their
sole discretion without notice. These activities could have the effect of preventing or
delaying a decline in the market price of CKH Holdings Shares or ADRs.

Any ADR programmes relating to CKH Holdings Shares will be unsponsored and
established by depositary banks without the participation or consent of CKH Holdings, and
none of CKH Holdings, HSBC or HSBC Bank plc makes any representation in respect of
the establishment or maintenance of any ADR programmes relating to CKH Holdings
Shares.

PAST PERFORMANCE AND FORWARD-LOOKING STATEMENTS

The performance and the results of operations of the Group, the Cheung Kong Group,
the CKH Holdings Group, the Hutchison Property Group and the Cheung Kong Property
Group contained in this document are historical in nature and past performance is not a
guarantee of the future results of the Group, the CKH Holdings Group and the CK Property
Group. This document may contain forward-looking statements and opinions that involve
risks and uncertainties. Actual results may differ materially from expectations discussed in
such forward-looking statements and opinions and you should not place undue reliance on
such forward-looking statements and opinions. Subject to the requirements of applicable
laws, rules and regulations, including the Takeovers Code, none of CKH Holdings, the
Offeror, the Company, HSBC, Goldman Sachs, the Independent Financial Adviser, any of
their respective directors, officers, employees, agents, affiliates or advisers or any other
person involved in the Merger Proposal or the Scheme assumes any obligation to correct or
update the forward-looking statements or opinions contained in this document.
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Mr. William SHURNIAK

Mr. WONG Chung Hin

31 March 2015
To the Shareholders

Dear Sir or Madam,

(1) MERGER PROPOSAL -

(A) PROPOSED SHARE EXCHANGE OFFER
TO THE SCHEME SHAREHOLDERS
FOR THE CANCELLATION OF ALL THE SCHEME SHARES
BY WAY OF A SCHEME OF ARRANGEMENT OF
HUTCHISON WHAMPOA LIMITED
UNDER THE COMPANIES ORDINANCE; AND

(B) HUSKY SHARE EXCHANGE AS A SPECIAL DEAL
UNDER RULE 25 OF THE TAKEOVERS CODE
IN RELATION TO THE HUTCHISON PROPOSAL
AND

(2) PROPOSAL FOR RE-ELECTION OF RETIRING DIRECTOR
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1. INTRODUCTION

On 9 January 2015, the boards of directors of Cheung Kong and the Company jointly
announced the Proposals which relate to the reorganisation and combination of the Cheung
Kong Group and the Group to create CKH Holdings, which will hold the non-property
businesses of both groups, and CK Property, which will hold the property businesses of both
groups.

In summary, the objectives and benefits of the Merger Proposal and the Spin-off
Proposal are to:

(a) create shareholders’ value through the elimination of the holding company
discount of CKH Holdings’ stake in the Company;

(b) provide greater transparency and business coherence;

(c) remove the layered holding structure between CKH Holdings and the Company,
allowing shareholders to directly invest in two separate listed vehicles alongside
the Trust;

(d) enable all eligible shareholders to hold shares in CKH Holdings and CK Property
directly, enhancing investment flexibility and efficiencies; and

(e) enhance size and scale.

Please refer to “Objectives and Benefits of the Merger Proposal and the Spin-off
Proposal” in the Explanatory Statement for further details of the objectives and benefits of
the Merger Proposal and the Spin-off Proposal.

HSBC has been appointed as the financial adviser to CKH Holdings and the Offeror in
connection with the Merger Proposal.

The Board has established the Independent Board Committee, comprising Mr. Cheng
Hoi Chuen, Vincent, The Hon Sir Michael David Kadoorie, Mr. William Shurniak and
Mr. Wong Chung Hin, all of whom are independent non-executive Directors, to make
recommendations to the Disinterested Shareholders in respect of the Merger Proposal.
Ms. Lee Wai Mun, Rose, who is an independent non-executive Director, has not been
appointed to the Independent Board Committee as she is also a director of HSBC. Mr. Lee
Yeh Kwong, Charles and Mr. George Colin Magnus, who are non-executive Directors, have
not been appointed to the Independent Board Committee as they are also non-executive
CKH Holdings Directors.

Goldman Sachs has been appointed as the financial adviser to the Company in respect
of the Hutchison Proposal and Somerley has been appointed as the Independent Financial
Adviser, with the approval of the Independent Board Committee, to advise the Independent
Board Committee in respect of the Merger Proposal.
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In addition, the Company will propose at the General Meeting a resolution to re-elect
the Retiring Director.

The purpose of this document is to provide you with further information regarding the
Merger Proposal and the re-election of the Retiring Director and to give you notices of the
Court Meeting and the General Meeting.

2. THE PROPOSALS

The Proposals consist of (a) the Cheung Kong Reorganisation, (b) the Merger Proposal
and (c) the Spin-off Proposal. Completion of the Cheung Kong Reorganisation, which
occurred on 18 March 2015, was a condition precedent to completion of the Husky Share
Exchange and a pre-condition to the making of the Hutchison Proposal.

The Merger Proposal comprises:

(a) the Hutchison Proposal pursuant to which the Offeror, a wholly-owned subsidiary
of CKH Holdings, is making a conditional share exchange offer to the Scheme
Shareholders for the cancellation of the Scheme Shares by way of a scheme of
arrangement of the Company under the Companies Ordinance and in
consideration, each Scheme Shareholder (other than the Non-Qualifying Overseas
Shareholders) will receive new CKH Holdings Shares in the share exchange ratio
of 0.684 of a CKH Holdings Share for each Scheme Share held as at the Record
Time. On completion of the Hutchison Proposal, the Company will become a
wholly-owned subsidiary of CKH Holdings and the listing of the Shares on the
Main Board will be withdrawn; and

(b) the Husky Share Exchange pursuant to which the Group will acquire from the
Husky Sale Shares Vendor (a company indirectly wholly owned by the Trust)
approximately 6.24% of the common shares of Husky in issue and in
consideration, 84,427,246 new CKH Holdings Shares will be issued by CKH
Holdings to the Husky Sale Shares Vendor (or as it may direct). On completion of
the Husky Share Exchange, the Group will own an aggregate of approximately
40.20% of the common shares of Husky in issue (assuming there is no other
change in the shareholding in Husky).

The Hutchison Proposal is subject to the Takeovers Code. The Husky Share Exchange
is considered a special deal in relation to the Hutchison Proposal under Rule 25 of the
Takeovers Code. Completion of each of the Hutchison Proposal and the Husky Share
Exchange is subject to the fulfilment (or, where relevant, waiver) of certain conditions, as
further described in the Explanatory Statement. The Husky Share Exchange will be
completed immediately prior to completion of the Hutchison Proposal.

Under the Spin-off Proposal, immediately following completion of the Hutchison
Proposal and upon completion of the Property Businesses Combination, the Combined
Property Businesses will be held by the CK Property Group, which will at that time be
wholly owned by CKH Holdings. Immediately following completion of the Property
Businesses Combination, CK Property will allot and issue to the CKH Holdings
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Shareholders (other than the Non-Qualifying CKH Holdings Shareholders) new CK Property
Shares pursuant to the Distribution In Specie in the ratio of one CK Property Share for
every one CKH Holdings Share held as at the DIS Record Time. These CKH Holdings
Shareholders will include, among others, holders of the CKH Holdings Shares to be issued
pursuant to (a) the Husky Share Exchange (i.e. the Husky Sale Shares Vendor (or as it may
direct)) and (b) the Scheme (i.e. the Scheme Shareholders other than the Non-Qualifying
Overseas Shareholders), unless they are Non-Qualifying CKH Holdings Shareholders.

An application has been made by CK Property to the Stock Exchange for the listing by
way of introduction of, and permission to deal in, the CK Property Shares on the Main
Board. The Spin-off Proposal is subject to the fulfilment (or, where relevant, waiver) of
certain conditions precedent as set out in “Appendix VII — Information on the CK Property
Group and the Spin-off Proposal”.

3. INFORMATION ON CKH HOLDINGS, THE OFFEROR, THE GROUP, THE
RESULTING CKH HOLDINGS GROUP AND THE CK PROPERTY GROUP

Information (including selected financial information) on the CKH Holdings Group, the
Offeror, the Group and the CK Property Group, the unaudited pro forma financial
information of the Resulting CKH Holdings Group which illustrates the effect of the Merger
Proposal and the Spin-off Proposal, the unaudited pro forma financial information of the CK
Property Group which illustrates the effect of the Property Businesses Combination and the
accountants’ reports on each of the Cheung Kong Property Group and the Hutchison
Property Group are set out in the Appendices to this document. Your attention is drawn to
these Appendices. This information is provided solely to assist Shareholders in their
consideration of the Scheme.

4. RE-ELECTION OF RETIRING DIRECTOR

On 10 July 2014, the Board appointed Mr. Cheng Hoi Chuen, Vincent as an independent
non-executive Director to fill a casual vacancy on the Board arising from Mr. Holger Kluge’s
retirement from active business activities and resignation as an independent non-executive
Director. Pursuant to Article 107 of the Articles of Association, any Director appointed by the
Board to fill a casual vacancy will hold office only until the next general meeting of the
Company. Accordingly, Mr. Cheng Hoi Chuen, Vincent will retire at the General Meeting and,
being eligible, has offered himself for re-election at the General Meeting.

The Board is of the view that Mr. Cheng Hoi Chuen, Vincent is independent having
regard to (a) his confirmation of independence as required under the Listing Rules, (b) the
absence of involvement in the daily management of the Company and (c) the absence of any
relationships or circumstances which would interfere with the exercise of his independent
judgement.

Information on Mr. Cheng Hoi Chuen, Vincent as required to be disclosed under the
Listing Rules is set out in “Appendix XI — Information on Retiring Director”.



LETTER FROM THE BOARD

5.  RECOMMENDATIONS

Having considered (a) the background to the Merger Proposal and the Spin-off
Proposal, (b) the objectives and the reasons for, and benefits of, the Merger Proposal and the
Spin-off Proposal and their effects as set out in this document and (c) the terms of the
Hutchison Proposal and the Husky Share Exchange, the Directors (other than those on the
Independent Board Committee whose views are set out below and in “Letter from the
Independent Board Committee” in this document) consider that (i) the terms of each of the
Hutchison Proposal and the Husky Share Exchange are fair and reasonable and (ii) each of
the Hutchison Proposal and the Husky Share Exchange is in the interests of the Shareholders
as a whole.

The Independent Board Committee, having considered (a) the background to the
Merger Proposal and the Spin-off Proposal, (b) the objectives and the reasons for, and
benefits of, the Merger Proposal and the Spin-off Proposal and their effects as set out in this
document and (c) the terms of the Hutchison Proposal and the Husky Share Exchange and
having taken into account the advice of the Independent Financial Adviser, considers that the
terms of each of the Hutchison Proposal and the Husky Share Exchange are fair and
reasonable so far as the Disinterested Shareholders are concerned.

Accordingly, the Directors (including those on the Independent Board Committee)
recommend that:

(1) the Disinterested Shareholders vote in favour of (a) the resolution to approve the
Scheme at the Court Meeting and (b) the ordinary resolution to approve the
Husky Share Exchange (as a special deal under Rule 25 of the Takeovers Code in
relation to the Hutchison Proposal) at the General Meeting; and

(2) the Shareholders vote in favour of the special resolution to approve the Scheme
and the implementation of the Scheme, including the reduction and restoration of
the issued share capital of the Company under the Scheme, at the General
Meeting.

The Directors consider the proposal for the re-election of the Retiring Director to be in
the interests of the Company and the Shareholders. Accordingly, the Directors recommend
that Shareholders vote in favour of the ordinary resolution to approve the re-election of the
Retiring Director at the General Meeting.

6. COURT MEETING AND GENERAL MEETING

Notices convening the Court Meeting and the General Meeting to be held at the Grand
Ballroom, 1st Floor, Harbour Grand Kowloon, 20 Tak Fung Street, Hung Hom, Kowloon,
Hong Kong on Monday, 20 April 2015 at 2:00 p.m. and 2:30 p.m. (or as soon thereafter as
the Court Meeting shall have been concluded or adjourned), respectively, are set out on
pages N-1 to N-5 of this document.
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The Court has directed that the Court Meeting be held for the purpose of considering
and, if thought fit, passing a resolution to approve the Scheme, with or without modification.
The Scheme is subject to approval by the Disinterested Shareholders at the Court Meeting in
the manner referred to in “The Hutchison Proposal — Conditions Precedent to the Hutchison
Proposal” in the Explanatory Statement.

Following the Court Meeting, the General Meeting will be held for the purpose of
considering and, if thought fit, passing (i) a special resolution to approve the Scheme and
the implementation of the Scheme, (ii) an ordinary resolution to approve the Husky Share
Exchange (as a special deal under Rule 25 of the Takeovers Code in relation to the
Hutchison Proposal) and (iii) an ordinary resolution to approve the re-election of the
Retiring Director.

7. ACTIONS TO BE TAKEN

Your attention is drawn to “Actions to be Taken” in the Explanatory Statement for
details of the actions which you should take as a Shareholder or a Beneficial Owner whose
Shares are held by a Registered Owner or deposited in CCASS in relation to the Court
Meeting and the General Meeting.

If you are an Overseas Shareholder, your attention is drawn to “Non-Qualifying
Overseas Shareholders” in the Explanatory Statement and “Information for Overseas
Shareholders” in this document.

8. FURTHER INFORMATION

You are urged to read carefully (1) the letter from the Independent Board Committee
set out on pages 7 and 8 of this document, (2) the letter from the Independent Financial
Adviser set out on pages 9 to 83 of this document, (3) the Explanatory Statement set out on
pages 84 to 128 of this document and (4) the Appendices. In addition, the terms of the
Scheme are set out on pages S-1 to S-10 of this document.

If you are in any doubt as to any aspect of this document or as to the action to be
taken, you should consult an appropriately qualified professional adviser.

Yours faithfully,
For and on behalf of the Board of
Hutchison Whampoa Limited

LI Ka-shing
Chairman
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'*Nl Hutchison Whampoa Limited
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31 March 2015
To the Disinterested Shareholders

Dear Sir or Madam,
MERGER PROPOSAL

(1) PROPOSED SHARE EXCHANGE OFFER
TO THE SCHEME SHAREHOLDERS
FOR THE CANCELLATION OF ALL THE SCHEME SHARES
BY WAY OF A SCHEME OF ARRANGEMENT OF
HUTCHISON WHAMPOA LIMITED
UNDER THE COMPANIES ORDINANCE

AND

(2) HUSKY SHARE EXCHANGE AS A SPECIAL DEAL
UNDER RULE 25 OF THE TAKEOVERS CODE
IN RELATION TO THE HUTCHISON PROPOSAL

We refer to the document dated 31 March 2015 jointly issued by CKH Holdings, the
Offeror and the Company in relation to the Merger Proposal (the “Scheme Document”), of
which this letter forms part. Terms defined in the Scheme Document shall have the same
meanings in this letter unless the context otherwise requires.

We have been appointed by the Board as the Independent Board Committee to give a
recommendation to the Disinterested Shareholders in respect of the Merger Proposal.

Having considered (a) the background to the Merger Proposal and the Spin-off
Proposal, (b) the objectives and the reasons for, and benefits of, the Merger Proposal and the
Spin-off Proposal and their effects as set out in the Scheme Document and (c) the terms of
the Hutchison Proposal and the Husky Share Exchange and having taken into account the
advice of the Independent Financial Adviser, and in particular, the factors, reasons and
recommendations set out in the letter from the Independent Financial Adviser, we consider
that the terms of each of the Hutchison Proposal and the Husky Share Exchange are fair and
reasonable so far as the Disinterested Shareholders are concerned.
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Accordingly, we recommend:

(1) the Disinterested Shareholders to vote in favour of (a) the resolution to approve
the Scheme at the Court Meeting and (b) the ordinary resolution to approve the
Husky Share Exchange (as a special deal under Rule 25 of the Takeovers Code in
relation to the Hutchison Proposal) at the General Meeting; and

(2) the Shareholders to vote in favour of the special resolution to approve the Scheme
and the implementation of the Scheme, including the reduction and restoration of
the issued share capital of the Company under the Scheme, at the General
Meeting.

We draw the attention of the Disinterested Shareholders to (1) the letter from the Board
set out on pages 1 to 6 of the Scheme Document, (2) the Explanatory Statement set out on
pages 84 to 128 of the Scheme Document and (3) the letter from the Independent Financial
Adviser, which sets out the factors and reasons which have been taken into account in
arriving at its advice to the Independent Board Committee, set out on pages 9 to 83 of the
Scheme Document.

Yours faithfully,

Mr. CHENG Hoi Chuen, Vincent

The Hon Sir Michael David KADOORIE
Mr. William SHURNIAK

Mr. WONG Chung Hin

Independent Board Committee
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The following is the text of a letter of advice from Somerley, the Independent Financial
Adviser appointed to advise the Independent Board Committee, which has been prepared for
the purpose of incorporation into this document, setting out its advice to the Independent
Board Committee in respect of the Merger Proposal.

20th Floor

China Building

29 Queen’s Road Central
Hong Kong

z SOMERLEY CAPITAL LIMITED

31 March 2015

To: the Independent Board Committee
Dear Sirs,

MERGER PROPOSAL -

(A) PROPOSED SHARE EXCHANGE OFFER
TO THE SCHEME SHAREHOLDERS
FOR THE CANCELLATION OF ALL THE SCHEME SHARES
BY WAY OF A SCHEME OF ARRANGEMENT OF
HUTCHISON WHAMPOA LIMITED
UNDER THE COMPANIES ORDINANCE

AND

(B) HUSKY SHARE EXCHANGE AS A SPECIAL DEAL
UNDER RULE 25 OF THE TAKEOVERS CODE
IN RELATION TO THE HUTCHISON PROPOSAL

I. INTRODUCTION

We refer to our appointment to advise the Independent Board Committee in connection
with the Merger Proposal. Details of the Merger Proposal are set out in the explanatory
statement (the “Explanatory Statement”), being the statement required under Section 671
of the Companies Ordinance, contained in the scheme document dated 31 March 2015 (the
“Scheme Document”), of which this letter forms part. Unless the context otherwise requires,
capitalised terms used in this letter shall have the same meanings as defined in the Scheme
Document.

The Merger Proposal comprises (i) the Hutchison Proposal, a conditional share
exchange offer which is being made by the Offeror, a wholly-owned subsidiary of CKH
Holdings, to the Scheme Shareholders for the cancellation of all the Scheme Shares by way
of the Scheme, and (ii) the Husky Share Exchange, a proposed acquisition by the Group of
approximately 6.24% of the common shares of Husky in issue from a company owned by
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the Trust. The Husky Share Exchange constitutes a special deal under Rule 25 of the
Takeovers Code in relation to the Hutchison Proposal and accordingly requires approval
from the disinterested shareholders of the Company in accordance with the Takeovers Code.

Each of Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor, who are regarded as having a
material interest in the Hutchison Proposal and the Husky Share Exchange, abstained from
voting on the relevant board resolutions of the Company for approval of such transactions.
The Offeror and the Specified Offeror Concert Parties are required to abstain from voting on
the resolution to approve the Scheme at the Court Meeting and the ordinary resolution to
approve the Husky Share Exchange at the General Meeting.

The Board has established the Independent Board Committee, comprising Mr. Cheng
Hoi Chuen, Vincent, The Hon Sir Michael David Kadoorie, Mr. William Shurniak and Mr.
Wong Chung Hin, all of whom are independent non-executive Directors, to make
recommendations to the Disinterested Shareholders in respect of the Merger Proposal. Ms.
Lee Wai Mun, Rose, who is an independent non-executive Director, has not been appointed
to the Independent Board Committee as she is also a director of HSBC. Mr. Lee Yeh
Kwong, Charles and Mr. George Colin Magnus, who are non-executive Directors, have not
been appointed to the Independent Board Committee as they are also non-executive CKH
Holdings Directors. With the approval of the Independent Board Committee we have been
appointed as independent financial adviser to advise the Independent Board Committee in
respect of the Merger Proposal.

During the past two years, Somerley or Somerley Limited (now known as “Somerley
International Limited”, a fellow subsidiary of Somerley) has acted as an independent
financial adviser to entities in the Group, the Cheung Kong Group/CKH Holdings Group and
their associated companies, namely (i) Cheung Kong Infrastructure Holdings Limited
(“CKI”) (announcement dated 15 May 2013); (ii) Power Assets Holdings Limited (“Power
Assets”) (circular dated 16 December 2013); (iii) Hui Xian Real Estate Investment Trust
(“Hui Xian REIT”) (circular dated 10 November 2014); and (iv) Hutchison Harbour Ring
Limited (circulars dated 5 April 2013 and 27 November 2014). The past engagements were
limited to providing independent advisory services to the relevant entities pursuant to the
Listing Rules, the Takeovers Code or the Code on Real Estate Investments Trusts, for which
Somerley and Somerley Limited received normal professional fees. Accordingly, we do not
consider the past engagements give rise to any conflict of interest for Somerley in acting as
the Independent Financial Adviser.

Somerley is not associated with the Company, the Offeror or their respective
substantial shareholders or any party acting, or presumed to be acting, in concert with any of
them and, accordingly, is considered eligible to give independent advice on the Merger
Proposal. Apart from normal professional fees payable to us in connection with this
appointment, no arrangement exists whereby we will receive any fees or benefits from the
Company or the Offeror or their respective substantial shareholders or any party acting, or
presumed to be acting, in concert with any of them.

In formulating our advice and recommendation, we have relied on the information and

facts supplied, and the opinions expressed, by the executive Directors and management of
the Company, which we have assumed to be true, accurate and complete. We have reviewed
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published information on the Company, Cheung Kong/CKH Holdings and Husky, including
their annual reports for the years ended 31 December 2012 and 2013, their annual results
announcements for the year ended 31 December 2014, and the unaudited pro forma financial
information of the Resulting CKH Holdings Group and CK Property contained in the
Scheme Document. We have discussed with the Company’s management the SOTP Values
(as defined below) prepared by us and by various research houses. We have discussed with
DTZ Debenham Tie Leung Limited (“DTZ”), an independent property valuer, the bases and
assumptions for its valuation as at 28 February 2015 of certain property interests of the CK
Property Group, which is contained in Appendix VIII of the Scheme Document. We have
reviewed the trading performance of the Shares, the Cheung Kong Shares/CKH Holdings
Shares and the Husky Shares on the relevant stock exchanges, as well as recent published
research reports on the Company, Cheung Kong/CKH Holdings and Husky, and certain
precedent transactions. We have sought and received confirmation from the Directors that to
the best of their knowledge no material facts have been omitted or withheld from the
information supplied and opinions expressed by them. We consider that the information
which we have received is sufficient for us to reach our opinion and recommendation as set
out in this letter and to justify our reliance on such information. We have no reason to doubt
the truth and accuracy of the information provided to us or to believe that any material facts
have been omitted or withheld. We have, however, not conducted any independent
investigation into the business and affairs of the Group, the Cheung Kong Group/CKH
Holdings Group or Husky and its subsidiaries, or their respective associated companies or
joint ventures. We have also assumed that all representations contained or referred to in the
Scheme Document are true at the date of the Scheme Document and will continue to be true
up to the Effective Date. Shareholders will be informed as soon as reasonably practicable if
we become aware of any material change to any of the above, up to the Effective Date.

We have not considered the tax and regulatory implications of the Merger Proposal
since these depend on individual circumstances. In particular, Disinterested Shareholders
who are resident overseas or subject to overseas taxes or Hong Kong taxation on securities
dealings should consider their own tax positions and, if in any doubt, consult their own
professional advisers. Some general comments are set out in the section headed “17.
Taxation” of the Explanatory Statement.

For data relating to overseas stock exchanges for which figures could not be obtained
as at the Latest Practicable Date due to time zone differences, “Latest Practicable Date”
shall refer to the latest available data prior to the Latest Practicable Date.

II. MAIN TERMS OF THE PROPOSALS

The Proposals announced on 9 January 2015 consisted of (a) the Cheung Kong
Reorganisation, (b) the Hutchison Proposal and the Husky Share Exchange (together, the
Merger Proposal), and (c) the Spin-off Proposal.

The Cheung Kong Reorganisation was completed on 18 March 2015, following which
Cheung Kong has become a wholly-owned subsidiary of CKH Holdings. Dealings in the
Cheung Kong Shares ceased at 4:00 p.m. on 10 March 2015 and dealings in CKH Holdings
Shares on the Stock Exchange commenced at 9:00 a.m. on 18 March 2015.
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The Merger Proposal and the Spin-off Proposal are conditional on each other
(inter-conditional) and therefore should be considered together. In our analysis below, we
concentrate on the overall effects of the Merger Proposal and the Spin-off Proposal assuming
the Merger Proposal and the Spin-off Proposal have been completed.

(a) The Hutchison Proposal

In summary, the Scheme for the implementation of the Hutchison Proposal involves the
following principal steps:

(i) All the Scheme Shares held by the Scheme Shareholders will be cancelled and in
consideration thereof the Scheme Shareholders (other than the Non-Qualifying Overseas
Shareholders) will receive for every Scheme Share held 0.684 of a CKH Holdings
Share (the “Hutchison Share Exchange Ratio”) (all the issued CKH Holdings Shares
will rank pari passu with each other).

The fact that Scheme Shareholders receive less than one CKH Holdings Share (and
consequently in effect under the Spin-off Proposal less than one CK Property Share)
for every Share they hold at the Record Time does not of itself mean they are suffering
any dilution. In a share exchange merger, where shareholders of two existing
companies exchange their current holdings for shares of a new holding company, the
exchange ratio for one company (in this case Cheung Kong) may be set at 1-for-1 for
simplicity’s sake. This means that the exchange ratio for the second company (in this
case the Company) depends, inter alia, on the per share values adopted for agreeing the
merger terms, and is unlikely to be a round number.

(i) The issued share capital of the Company will be reduced by cancelling and
extinguishing the Scheme Shares and, immediately following such reduction, the share
capital of the Company will be increased to its former amount by the creation and
issue to the Offeror (which is a wholly-owned subsidiary of CKH Holdings) of such
number of new Shares as is equal to the number of Scheme Shares cancelled.

This is a standard procedure for a Hong Kong scheme of arrangement. The effect of
(ii) is that, on completion of the Scheme, the Company will become a wholly-owned
subsidiary of CKH Holdings. The Company will apply to the Stock Exchange for the
withdrawal of the listing of the Shares on the Stock Exchange following the Scheme
becoming effective.

The Scheme will become effective and binding on the Company and all Scheme
Shareholders upon, and completion of the Hutchison Proposal will be subject to, the
fulfilment (or, where relevant, waiver) of certain conditions precedent which are described in
“The Hutchison Proposal — Conditions Precedent to the Hutchison Proposal” in the
Explanatory Statement, the main conditions precedent of which are as follows:

(i) the Scheme being approved by the Disinterested Shareholders representing at least
75% of the voting rights of Disinterested Shareholders present and voting, in
person or by proxy, at the Court Meeting, with votes cast against the Scheme at
the Court Meeting not exceeding 10% of the total voting rights attached to all
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disinterested Shares (as respectively defined in Note 6 to Rule 2 of the Takeovers
Code and Division 2 of Part 13 of the Companies Ordinance) (please refer to the
Explanatory Statement for the meaning of “disinterested shares” under the
Companies Ordinance and the Takeovers Code);

(i) the passing of a special resolution by the Shareholders at the General Meeting to
approve (1) the Scheme and (2) the implementation of the Scheme, including, in
particular, the reduction of the issued share capital of the Company by cancelling
and extinguishing the Scheme Shares and the issue of the new Shares to the
Offeror;

(iii) the Independent CKH Holdings Shareholders approving the Hutchison Proposal
and all transactions contemplated thereunder at the CKH Holdings EGM;

(iv) the Scheme, with or without modification, being sanctioned and the proposed
reduction of capital provided for in the Scheme being confirmed by the Court, and
an office copy of the Court order together with the minute and a return that
comply with subsections (2) and (3) of section 230 of the Companies Ordinance
respectively being registered by the Companies Registrar;

(v) the Husky Share Exchange Completion having occurred; and

(vi) the fulfilment (or, where relevant, waiver) of all the conditions precedent to the
Spin-off Proposal (other than the condition precedent relating to the Hutchison
Proposal having been completed).

None of the main conditions precedent relating to the Hutchison Proposal can be
waived. If the Scheme has not become effective by 30 June 2015, or such later date as the
Court may allow, the Scheme will lapse and the Merger Proposal and the Spin-off Proposal
will not proceed.

As at the Latest Practicable Date, none of the main conditions precedent to the
Hutchison Proposal had been fulfilled.

(b) The Husky Share Exchange

Pursuant to the Husky Share Exchange Agreement, the Husky Sale Shares Purchaser
(an indirect wholly-owned subsidiary of the Company) will acquire 61,357,010 Husky
Shares from the Husky Sale Shares Vendor (a company indirectly wholly-owned by the
Trust). The Husky Sale Shares, representing approximately 6.24% of the common shares of
Husky in issue as at the Latest Practicable Date, will be acquired for a consideration of
84,427,246 new CKH Holdings Shares. This represents a share exchange ratio of 1.376 new
CKH Holdings Shares for every Husky Share to be acquired (the “Husky Share Exchange
Ratio”). The new CKH Holdings Shares will be issued by CKH Holdings to the Husky Sale
Shares Vendor pursuant to an undertaking given by CKH Holdings to the Husky Sale Shares
Purchaser. On completion of the Husky Share Exchange and immediately before completion
of the Hutchison Proposal, the Group will own an aggregate approximately 40.20%
shareholding in Husky, and will become the largest shareholder of Husky.
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The Husky Share Exchange Completion is conditional upon the fulfilment (or, where
relevant, waiver) of certain conditions precedent which are described in “The Husky Share
Exchange — Conditions Precedent” in the Explanatory Statement, the main conditions
precedent of which are as follows:

(i) the conditions precedent to the Hutchison Proposal (other than the condition
precedent relating to completion of the Husky Share Exchange) having been
fulfilled or waived (as the case may be) and the Hutchison Proposal not having
been terminated;

(ii) the approval of the issue of the CKH Holdings Shares under the Husky Share
Exchange by the Independent CKH Holdings Shareholders pursuant to the Listing
Rules at the CKH Holdings EGM;

(iii) the approval of the Husky Share Exchange (as a special deal under Rule 25 of the
Takeovers Code) by the disinterested shareholders of the Company in accordance
with the Takeovers Code at a general meeting of the Company and approval of
the Hutchison Proposal and the transactions contemplated thereunder by the
disinterested shareholders of the Company in accordance with the requirements of
the Companies Ordinance and the Takeovers Code at a court meeting and a
general meeting of the Company;

(iv) the conditions precedent to the Spin-off Proposal (other than the conditions
precedent relating to completion of the Husky Share Exchange and the Hutchison
Proposal) having been fulfilled or waived (as the case may be);

(v) no mandatory general offer obligation under the Takeovers Code being incurred
by the Trust in respect of CKH Holdings as a result of the completion of the
Husky Share Exchange (whether on its own or together with the completion of the
Hutchison Proposal), or if any such mandatory general offer obligation is
incurred, a waiver of such obligation having been granted by the Executive and
the fulfilment of any conditions or requirements for the waiver.

None of the main conditions precedent relating to the Husky Share Exchange can be
waived. In the event that any of the conditions precedent has not been fulfilled or waived on
or before 30 June 2015 (or such other date as the parties may otherwise agree in writing),
the Husky Share Exchange Agreement will be terminated and be of no further effect, except
in respect of claims for any antecedent breaches.

As at the Latest Practicable Date, none of the main conditions precedent to the Husky
Share Exchange had been fulfilled.

The 61,357,010 Husky Sale Shares to be acquired under the Husky Share Exchange
Agreement (and correspondingly the number of CKH Holdings Shares to be issued as
consideration under the Husky Share Exchange) may be reduced as may be agreed between
the parties to the Husky Share Exchange before the Husky Share Exchange Completion so
that the Trust does not incur an obligation under the Takeovers Code to make a mandatory
general offer in respect of CKH Holdings.
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The Husky Share Exchange constitutes a special deal under Rule 25 of the Takeovers
Code in relation to the Hutchison Proposal and thus requires approval from the disinterested
shareholders of the Company in accordance with the Takeovers Code. The Husky Share
Exchange constitutes a special deal because the Trust and Mr. Li Ka-shing Owned
Companies own shares of the Company and the Husky Sale Shares Vendor is controlled by
the Trust. This means they will receive CKH Holdings Shares both as consideration for the
Husky Share Exchange and under the Scheme (if approved), an arrangement which cannot
be extended to all Scheme Shareholders.

(¢) The Spin-off Proposal

The Spin-off Proposal involves a separate listing of the CK Property Shares on the
Main Board by way of introduction following the Distribution In Specie of such CK
Property Shares.

The Spin-off Proposal does not in itself require the consent of the Disinterested
Shareholders as it is not legally part of the Merger Proposal. However, as mentioned above,
the Merger Proposal, which is subject to approval by the Disinterested Shareholders, and the
Spin-off Proposal are inter-conditional, so the effects should be considered together.

Under the Spin-off Proposal, immediately following completion of the Hutchison
Proposal, it is proposed that, pursuant to the Property Businesses Combination, the
Combined Property Businesses will be held by the CK Property Group, which will at that
time be wholly-owned by CKH Holdings. The Combined Property Businesses represent the
property businesses of the CKH Holdings Group and the Group, comprising (i) property
development and investment, (ii) hotel and serviced suite operation, (iii) property and
project management, and (iv) unitholdings in various REITs and their management
companies. The Combined Property Businesses exclude property interests used for the
purposes of carrying on, or which are ancillary to, the Combined Non-Property Businesses
such as ports, retail, infrastructure, telecommunication and certain others, being the
Excluded Property Interests.

Immediately following completion of the Property Businesses Combination, the CKH
Holdings Shareholders (other than the Non-Qualifying CKH Holdings Shareholders) as at the
DIS Record Time will receive CK Property Shares by way of the Distribution In Specie in
the ratio of one CK Property Share for every one CKH Holdings Share then held. These
CKH Holdings Shareholders will include, among others, holders of the CKH Holdings
Shares to be issued to (i) the Scheme Shareholders (other than the Non-Qualifying Overseas
Shareholders), unless they are Non-Qualifying CKH Holdings Shareholders and (ii) the
Husky Sale Shares Vendor (or as it may direct) pursuant to the Husky Share Exchange.

The Spin-off Proposal will be completed immediately following completion of the
Merger Proposal. Certificates for the CKH Holdings Shares (to be issued pursuant to the
Scheme) and the CK Property Shares (to be issued pursuant to the Distribution In Specie)
are expected to be despatched on 2 June 2015. The distribution ratio will be one CK
Property Share for every one CKH Holdings Share then held, so that immediately after
completion of the Spin-off Proposal the Scheme Shareholders (other than Non-Qualifying
Overseas Shareholders and Scheme Shareholders that are Non-Qualifying CKH Holdings
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Shareholders) will have as many CK Property Shares as they do CKH Holdings Shares, with
both companies being separately listed on the Main Board. Further information on the
Spin-off Proposal and on the CK Property Group can be found in the Explanatory Statement
and Appendix VII of the Scheme Document. Independent professional valuations as at 28
February 2015 of certain property interests of the Cheung Kong Property Group and the
Hutchison Property Group in the PRC, Hong Kong, Singapore, the United Kingdom and The
Bahamas are set out in Appendix VIII of the Scheme Document.

CK Property has made an application to the Stock Exchange for the listing by way of
introduction of, and permission to deal in, the CK Property Shares on the Main Board.

The Spin-off Proposal is subject to the fulfilment (or, where relevant, waiver) of
certain conditions as set out in the Explanatory Statement, including, among others,
completion of the Husky Share Exchange, the Scheme becoming effective and the Listing
Committee granting the listing approval as mentioned above. The Merger Proposal cannot
proceed without the Spin-off Proposal.

Please bear in mind:

e The Merger Proposal and the Spin-off Proposal are inter-conditional.

e If the Proposals are completed, the Scheme Shareholders (other than
Non-Qualifying Overseas Shareholders and Scheme Shareholders that are
Non-Qualifying CKH Holdings Shareholders) will in effect receive in
exchange for each Share:

(i) 0.684 of a CKH Holdings Share; and
(ii) 0.684 of a CK Property Share.

° The analysis below has been prepared on this basis.
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III. PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation with regard to the Merger Proposal, we
have taken into account the principal factors and reasons set out below.

A. Objectives and benefits of the Merger Proposal and the Spin-off Proposal

In this section, we discuss (1) the expected objectives and benefits of the Proposals; (2)
how the Proposals will affect the shareholding structures and division of businesses, and (3)
the market reaction to the Announcement.

1.  Objectives and benefits

The Directors and the CKH Holdings Directors consider that the Merger Proposal and
the Spin-off Proposal will achieve a number of objectives and benefits, as set out in the
section headed “3. Objectives and benefits of the Merger Proposal and the Spin-off
Proposal” of the Explanatory Statement and summarised below:

(a) Shareholder value creation through the elimination of the holding company
discount of CKH Holdings’ stake in the Company — shareholders will hold shares
in CKH Holdings and CK Property separately and directly. Based on the closing
price on 7 January 2015 (which was prior to the publication of the Announcement
on 9 January 2015), Cheung Kong Shares were trading at a 23.0% and 26.0%
discount to, or HK$87.0 billion or HK$102.5 billion less than, Cheung Kong’s
book equity value attributable to shareholders as at 30 June 2014 and 31
December 2014 respectively (based on the unaudited consolidated financial
statements of Cheung Kong for the six months ended 30 June 2014 and the
audited consolidated financial statements of Cheung Kong for the year ended 31
December 2014), which included Cheung Kong’s approximately 49.97% stake in
the Company (Cheung Kong is now a wholly owned subsidiary of CKH
Holdings). A part of this substantial shortfall can be attributed to the holding
company discount on the CKH Holdings Group’s stake in the Company.

(b) Greater transparency and business coherence — clear delineation of the businesses
into property and non-property is expected to allow investors to better
differentiate and value the businesses of the CKH Holdings Group and the CK
Property Group. The new structure is expected to enhance value, in particular
given the differences between the valuation methodologies investors would
normally apply to the property business of CK Property and the diversified
portfolio of infrastructure and consumer businesses of CKH Holdings. Each of
CKH Holdings and CK Property will have greater flexibility in investing capital
in a manner appropriate for its business strategy, facilitating a more
company-specific allocation of capital, as well as reducing exposure to unrelated
risk and providing cost savings.
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©

(d)

(e)

Removal of layered holding structure — shareholders will be able to invest in two
separate listed vehicles alongside the Trust. The Trust, together with Mr. Li
Ka-shing and Mr. Li Tzar Kuoi, Victor, will directly and/or indirectly hold
approximately 30.1% of the shares in each of CKH Holdings and CK Property,
and the Li family will continue to chair and lead the management of both
companies.

Direct holdings — shareholders will hold CKH Holdings Shares and CK Property
Shares directly and have the choice to adjust their shareholdings according to
their individual investment objectives and preferences.

Enhanced size and scale — two major new companies are created, each of
significant size and scale. The Resulting CKH Holdings Group will be an
international conglomerate operating in over 50 countries with an increased
interest in the infrastructure and energy sectors. Upon the listing of CK Property,
the CK Property Group will be one of Hong Kong’s largest property developers
with a strong penetration in the PRC and an international presence through its
operations in Singapore and the United Kingdom.

In our view, the above benefits rest on two main principles:

()

(i1)

Shareholders will receive shares in two separate listed companies so that the
shareholding structure will be more direct and efficient; and

the business of the Group and the CKH Holdings Group will be more clearly
delineated, having been rationalised into property and non-property.

We comment further below on these two factors and their effects.
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2.

Comments on shareholding structure and division of businesses
(i) Shareholding structure

The completion of the Merger Proposal and the Spin-off Proposal will result in Scheme

Shareholders (other than Non-Qualifying Overseas Shareholders and Scheme Shareholders
which will be Non-Qualifying CKH Holdings Shareholders) holding CKH Holdings Shares
and CK Property Shares in exchange for their Shares. Set out below are a diagram and
tables illustrating how this is achieved:

(a)

Diagram of shareholdings prior to the Proposals and upon completion of the
Proposals
Upon completion of the Proposals Prior to the Proposals Upon completion of the Proposals

Li Family Interests
[CRE)

Li Family Interests (Cheung Kong)

Li Family Interests (Cheung Kong)

(26.0% (*)) (26.0% (*))

Scheme Shareholders
(37.8%)
of which 1.9% (*) held under
Li Family Interests (Note 2)

Scheme Shareholders
(37.8%)
of which 1.9% (*) held under
Li Family Interests (Note 2)

| Scheme Shareholders |
Li Family Interests . (50.03%) Li Family Interests
(Husky Sale Shares) of which 2.5% held under (Husky Sale Shares)
(2.2%) (*) (Note 3) Li Family Interests (2.2%) (*) (Note 3)

Notes:

(*)  The Li Family Interests (as defined below) total approximately 30.1% comprising their interests resulting
from (i) shareholdings in Cheung Kong prior to the Proposals of approximately 26.0%, (ii) shareholdings in
the Company of approximately 1.9% and (iii) the Husky Share Exchange of approximately 2.2%

(1)  The Trust, Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor are together referred to as the “Li Family
Interests”

(2)  Including approximately 73.5 million CKH Holdings Shares (approximately 1.9% of the total issued share
capital of CKH Holdings and CK Property upon completion of the Spin-off Proposal) to be issued to the Li
Family Interests under the Scheme

(3)  Approximately 84.4 million CKH Holdings Shares (approximately 2.2% of the total issued share capital of

CKH Holdings and CK Property upon completion of the Spin-off Proposal) to be issued to the Li Family
Interests in respect of the Husky Share Exchange
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(4)

(b)

(c)

Further charts of the simplified structure of (i) each of the CKH Holdings Group and the Group as at the
Latest Practicable Date and (ii) each of the CKH Holdings Group and the CK Property Group immediately
following completion of the Merger Proposal and the Spin-off Proposal are set out in Appendix I of the
Scheme Document

Issued share capital of the Company and CKH Holdings as at the Latest Practicable
Date

Shares of CKH

the Company Holdings Shares

(million) %  (million) %
Li Family Interests (*) 107.4 2.5 1,005.6 43.4
Other Specified Offeror Concert Parties (*) 12.8 0.3 - -
CKH Holdings (Note 1) 2,130.2 50.0 - -
Other shareholders (Note 2) (*) 2,013.0 47.2 1,310.6 56.6
Total 4,263.4 100.0 2,316.2 100.0
(*) Scheme Shareholders 2,133.2 50.0

Notes:
(1)  These Shares are held by certain wholly-owned subsidiaries of CKH Holdings

(2)  As regards the Company, being the Disinterested Shareholders. As regards CKH Holdings, being
CKH Holdings Shareholders other than the Li Family Interests

Issued share capital of CKH Holdings and CK Property immediately upon completion
of the Proposals

CKH CK
Holdings Shares Property Shares
(Note 1)
(million) % (million) %
Share capital of CKH Holdings as shown in
(b) above 2,316.2 60.0 2,316.2 60.0
To be issued under the Hutchison Proposal 1,459.1 37.8 1,459.1 37.8
To be issued under the Husky Share
Exchange 84.4 2.2 84.4 2.2
Total (Note 2) 3,859.7 100.0 3,859.7 100.0
Notes:

(1)  All the 3,859.7 million CKH Holdings Shares will rank in the 1-for-1 Distribution In Specie of CK
Property Shares
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(2)  Of which the Li Family Interests will total approximately 1,163.5 million shares, equivalent to
approximately 30.1% of the total issued share capital. As shown in the notes to the diagram above,
the Li Family Interests comprise their interests resulting from (i) shareholdings in Cheung Kong prior
to the Proposals of approximately 26.0%, (ii) shareholdings in the Company of approximately 1.9%
and (iii) the Husky Share Exchange of approximately 2.2%

The diagram and tables above illustrate the way in which Scheme Shareholders (other
than Non-Qualifying Overseas Shareholders and Scheme Shareholders which will be
Non-Qualifying CKH Holdings Shareholders) will become shareholders of both CKH
Holdings and CK Property. They will hold an equal percentage in CKH Holdings and CK
Property immediately upon completion of the Proposals. Accordingly, all the benefits listed
in sub-paragraph 1 above, which we concur with the Directors can be achieved through the
Merger Proposal and the Spin-off Proposal, are relevant to Scheme Shareholders. This is the
case whether a particular benefit applies originally to the Company, CKH Holdings, or both.
For example, benefit (a) — elimination of the holding company discount of CKH Holdings —
may seem to apply only to CKH Holdings Shareholders, whereas benefit (c) — removal of
the layered holding structure by investing alongside the Trust — may seem to apply only to
the Scheme Shareholders, as CKH Holdings Shareholders have already invested alongside
the Trust. However, because such benefits will enhance the combined value of the CKH
Holdings Shares and the CK Property Shares which Scheme Shareholders will receive,
Scheme Shareholders and CKH Holdings Shareholders will both benefit.

As mentioned above, the Cheung Kong Shares, based on the closing price on 7 January
2015, were trading at a substantial discount to Cheung Kong’s book equity value attributable
to shareholders, and a part of this is attributable to the holding company discount on the
Cheung Kong Group’s stake in the Company. It follows that such holding company discount
of Cheung Kong Shares before the Announcement was embedded in the Hutchison Share
Exchange Ratio, which was determined based on pre-Announcement average market prices.
Scheme Shareholders consequently benefit from the dampening effect on the price of
Cheung Kong Shares when the Hutchison Share Exchange Ratio was set, due to the effect of
the holding company discount on the price of the Cheung Kong Shares before the
Announcement. Following completion of the Proposals, Scheme Shareholders, as holders of
CKH Holdings Shares, would be able to share the benefit of the elimination of such
discount, should it come to fruition.
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(ii) Division of businesses
(a) Overall schematic

Set out below is a schematic summary of the respective businesses prior to the
Proposals and upon completion of the Proposals, based on the description set out in the
Explanatory Statement. All figures are approximations:

Prior to the Proposals
Others

property related and

d property related investments

« Listed non-|
« Additional 6.24% interest in Husky

Resulting CKH Holdings Group CK Property

\ « — / Relative contributm

Telecommunications, ports and retail CKH Holdings  Company
* Major telecoms operator in Europe and Asia - —

(25 million active customer base (Note 2)) Development properties
« 52 ports (Note 2) (development land bank;
+ Over 11,435 stores globally (Note 2) « — square metres) (Note 2)

8.5 million j I 7.3 million

Infrastructure
+ Combining interests in 5 co-owned infrastructure Rental properties (attributable
assets - interest; square motres) 0.4 million ! } 1.2 million
 Aircraft leasing (recently acquired) (Note 2)
e TR
« Interest in Husky (total of 40.2%) Hotel rooms (number of
rooms) (Note 2) 9,365 5,320
Notes:

(1)  The above schematic summary is a simplified representation of the assets of each of Cheung Kong/CKH
Holdings and the Company, taking into account the Husky Share Exchange, (i) as at the Latest Practicable
Date and (ii) upon completion of the Proposals

(2)  As at 31 December 2014
(b) The Resulting CKH Holdings Group

As set out in the above schematic summary, the Resulting CKH Holdings Group will
incorporate all of the Group’s businesses at present, with the exception of the Hutchison
Property Group. Property interests which are used for the purposes of carrying on, or which
are ancillary to, the Combined Non-Property Businesses will be also retained in the
Resulting CKH Holdings Group.
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Infrastructure assets which contributed approximately HK$1.8 billion to the profit
before tax in the year ended 31 December 2014 for Cheung Kong will be combined with the
infrastructure assets currently owned by the Group, as follows:

Northumbrian
Water Group
Limited Wales & West Australian Gas AVR-
(“Northumbrian Utilities Limited Networks Limited | Park’N Fly, Inc. Afvalverwerking
Asset Water”) (“WWU”) (“AGN”) (“Park’N Fly”) B.V. (“AVR”)
Size indicator Total assets: Total assets: Total assets: Acquisition Acquisition
HK$50.5 billion HK$18.1 billion HK$24.7 billion consideration: enterprise value:
(Note 1) (Note 1) (Note 1) HKS$2.7 billion (as | HK$9.7 billion (as
(as at 31 March (as at 31 March (as at 30 June at 17 June 2014) at 17 June 2013)
2014) 2014) 2014)
Business Water and Gas distribution One of the largest Largest off-airport | Largest
description sewerage services networks in the natural gas car park provider energy-from-waste
in the United United Kingdom distributors in in Canada company in the
Kingdom Australia Netherlands
Effective interest as at the Latest Practicable Date
Group’s effective 30.27% 31.53% 42.12% 37.84% 32.37%
interest (Note 2)
Effective interest following completion of the Merger Proposal and the Spin-off Proposal
Resulting CKH 70.27% 61.53% 69.63% 87.84% 67.37%
Holdings
Group’s
effective interest
Accounting Consolidation Equity accounting Equity accounting Consolidation Equity accounting
treatment (Note 3) (Note 3) (Note 3)
Notes:

(1)  Exchange rate: GBP 1 = HK$12.9052 (as at 31 March 2014) and AUD 1 = HK$7.3010 (as at 30 June
2014)

(2)  The Group’s indirect shareholding through an approximately 75.7% stake in CKI as at the Latest
Practicable Date

(3)  Interests in AGN, AVR and WWU will continue to be classified and equity accounted for as interests in joint
ventures as the Resulting CKH Holdings Group is not deemed to have control over these assets based on
the respective shareholder agreements. The net debt, based on the principal amount of bank and other debts
less cash and cash equivalents, of AGN, AVR and WWU amounted to approximately HK$13,554 million,
HK$3,096 million and HK$15,807 million respectively, as at 31 December 2014
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Following completion of the Husky Share Exchange, energy sector interests will
increase and CKH Holdings Group will become the largest shareholder in Husky, with an
approximately 40.20% stake.

CKH Holdings Group’s newly acquired business of ownership and leasing of aircraft
assets will add diversity to the infrastructure assets of CKH Holdings Group. This business
has a portfolio interest to purchase up to 60 aircraft (which includes 15 aircraft held or to be
held under a joint venture). The business is expected to grow into a sizeable aircraft lessor
over time.

As set out in the Explanatory Statement, the actual and pro forma contributions for the
year ended 31 December 2014 by each business segment to the Group and the Resulting
CKH Holdings Group are as follows:

F&I and Others F&I and Others
5% 6%
L Ports & Related _ Ports & Related
Telecommunications Services T s T Services
21% 8% 20% 8%
Property &

Hotels
4%

Fé&land Others  ports & Related F&land Others  ports & Related
4% Services 4% Services
12% 13%
Telecommunications Telecommunications
19% 19%
’ Property & ’

Hotels
10%

Notes:

(1)  Total revenue and EBITDA include the Group’s and the Resulting CKH Holdings Group’s proportionate
share of associated companies’ and joint ventures’ respective items. Total revenue and EBITDA were
adjusted to exclude the non-controlling interests’ share of results of Hutchison Port Holdings Trust (“HPH
Trust”). See note 5(m) to the financial statements of the Group for the year ended 31 December 2014 set
out in Appendix V of the Scheme Document

(2) “F&I” refers to Finance and Investments
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(¢c) The CK Property Group

Upon the listing of CK Property, the CK Property Group will be one of Hong Kong’s
largest property developers with a leading market share in Hong Kong, strong penetration in
the PRC and an international presence through its operations in Singapore and the United
Kingdom. The CK Property Group will have diverse capabilities with principal activities
encompassing property development and investment, hotel and serviced suite operation and
property and project management. Selected business information of the CK Property Group
together with details of the property portfolio and the valuation of certain property interests
of the CK Property Group as at 28 February 2015 are set out in Appendices VII and VIII of
the Scheme Document. On this basis, CK Property Group will hold property interests valued
by the Property Valuers with a total value attributable to the CK Property Group of
approximately HK$420.1 billion. Unaudited pro forma information on the CK Property
Group is set out in Appendix X of the Scheme Document.

The CK Property Group will have a diversified portfolio of properties globally, which
includes properties located in Hong Kong, the PRC, Singapore, the United Kingdom and The
Bahamas. Following completion of the Property Businesses Combination and the Spin-off
Proposal, CK Properties will have the following selected characteristics:

- Development land bank of approximately 15.8 million square metres (of which
approximately 14.5 million square metres are located in the PRC) (Note)

- Attributable interest in rental properties of approximately 1.6 million square
metres (Note)

- More than 14,600 hotel rooms (Note)

- Interests in listed REITs, including unitholding interests in Fortune REIT,
Prosperity REIT and Hui Xian REIT. The CK Property Group also has interests in
ARA Asset Management Limited (which is the holding company of managers of
Fortune REIT and Prosperity REIT) and Hui Xian Asset Management Limited
(which is the manager of Hui Xian REIT)

Note: As at 31 December 2014

Historically, both the Cheung Kong Property Group and the Hutchison Property Group
focused on investment properties, property developments and hotel operation and investment
in Hong Kong, the PRC, Singapore, the United Kingdom and other locations. Many of their
development projects, particularly in the PRC, were conducted under joint ventures which
were not consolidated in either company’s financial statements. Following completion of the
Property Businesses Combination and the Spin-off Proposal, the property operations of the
two groups will be combined, resulting in the joint venture operations in the PRC and
elsewhere, where CK Property has control, being consolidated in CK Property’s financial
statements.
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Pursuant to the Property Businesses Combination, CK Property will issue a promissory
note in the principal amount of HK$55 billion to the CKH Holdings Group, the settlement
of which is expected to be funded by either a bridge facility or in whole or in part by a
syndicated loan to be made available to the CK Property Group before completion of the
Spin-off Proposal.

3.  Market reaction to the Announcement
The market prices of the shares of the Company and Cheung Kong increased by
approximately 12.5% and 14.7% respectively, on the trading day after publication of the

Announcement, as follows:

The Company  Cheung Kong

HK$ HKS$
Closing price on:
12 January 2015 (Monday) 98.35 143.20
9 January 2015 (Friday) 87.40 124.80
Increase 10.95 18.40
Increase (%) 12.5% 14.7%

Based on the closing price of HK$143.20 on 12 January 2015 for Cheung Kong (now
wholly-owned by CKH Holdings), the enlarged share capital of CKH Holdings of
approximately 3,859.7 million shares on completion of the Proposals and the other data set
out in the table in the section headed “II.A.2 (i) Shareholding structure”, the following
calculation can be made of the enhancement of market value:
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HKS$ billion

Value of approximately 3,859.7 million CKH Holdings Shares

@ HK$143.20 per CKH Holdings Share 552.7
Less: value of approximately 84.4 million CKH Holdings Shares to be

issued for the Husky Share Exchange (12.1)
Market value after Announcement 540.6 (A)

Value of approximately 2,316.2 million Cheung Kong Shares

@ HK$124.80 per Cheung Kong Share 289.1
Add: value of approximately 2,133.2 million Shares held by the
Scheme Shareholders @ HK$ 87.40 per Share 186.4
Market value before Announcement 475.5 (B)
Increase in market value (A) — (B) 65.1
Attributable to the Scheme Shareholders (Note) 25.2
(or 38.7%)
Attributable to the Cheung Kong Shareholders (Note) 39.9
(or 61.3%)

Note: Increases in market value attributable to the Scheme Shareholders and the Cheung Kong Shareholders are
allocated based on their respective interests in CKH Holdings of 1,459.1 million CKH Holdings Shares
(i.e. 2,133.2 million Shares x 0.684) and 2,316.2 million CKH Holdings Shares respectively

We consider it reasonable to attribute the substantial increase in market value of
approximately HK$65.1 billion (approximately HK$25.2 billion attributable to the Scheme
Shareholders) to the market’s reaction to the Proposals disclosed in the Announcement.

Since 12 January 2015, the closing prices of the Shares and the Cheung Kong Shares/
CKH Holdings Shares have held the earlier gains and trended higher, closing at HK$107.30
and HK$157.30 respectively as at the Latest Practicable Date. This represents gains of
approximately 22.8% and 26.0% over their respective closing prices on the Last Trading Day.
The graph below sets out the share price movements of the Company and Cheung Kong/CKH
Holdings from 9 January 2015, the date of the Announcement, to the Latest Practicable Date.
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It also shows the exchange ratio implied by the respective closing share prices of each of
the Company and Cheung Kong/CKH Holdings, compared with the Hutchison Share
Exchange Ratio of 0.684:

HKS per share Exchange ratio
170
Cheung Kong / 0.780
160 i
CKH Holdings (B) Note
150 0.750
140 0.720
Implied share exchange ratio (A / B)
! epen, esenes Note
130 ¢ ... T T e .
et T eeteeer . Teete, eeees S . 0.690
------------------------------------------ -,y
120 Hutchison Share Exchange Ratio of  0.684
0.660
110 Hutchison (A)
0.630
100
% 0.600
80 0.570

09-Jan -15 20-Jan -15 29-Jan-15 09-Feb-15 18-Feb-15 03-Mar-15 12-Mar-15 23-Mar-15

Source: Bloomberg

Note: Dealings in Cheung Kong Shares ceased at 4:00 p.m. on 10 March 2015. Dealings in CKH Holdings
Shares commenced at 9:00 a.m. on 18 March 2015

The share prices of the Company and Cheung Kong increased by approximately 12.5%
and 14.7% respectively, on the trading day after the Announcement, significantly
outperforming the Hang Seng Index (the “HSI”) on that day, of which both companies are
constituents. As set out above, the increase in share prices of both companies since the
Announcement has been sustained during the period, and they have in general moved
broadly in tandem. We consider this reflects, inter alia, investors’ opinions that the expected
benefits of the Proposals will prove achievable.

After the Announcement, the implied daily exchange ratio was somewhat above the
Hutchison Share Exchange Ratio before coming approximately into line, with an implied
exchange ratio of 0.682 as at the Latest Practicable Date. Based on the closing price of CKH
Holdings Shares on the Latest Practicable Date of HK$157.30, the value receivable by the
Scheme Shareholders would be approximately HK$107.59 per Share (HK$157.30 x 0.684),
which represents a premium of 0.3% over the closing price of the Shares on the Latest
Practicable Date of HK$107.30.
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Since the Announcement, a number of potential transactions have been announced. On
20 January 2015, it was announced that Cheung Kong and CKI will form a joint venture in
relation to the acquisition of the Eversholt Rail Group (one of the three major rolling stock
operating companies in the United Kingdom (the “UK”)), with a transaction enterprise value
of approximately HK$29.3 billion (approximately GBP2.5 billion) which is expected to be
completed in around April 2015. On 25 March 2015, the Company announced that the
Group had entered into a share purchase agreement with Telefénica, S.A. for the conditional
acquisition of Telefonica, S.A.’s UK subsidiary, O, UK, a mobile telecommunications
provider in the UK, for an aggregate cash purchase price of approximately GBP9.3 billion
(or approximately HK$106.8 billion) and deferred upside interest sharing payments of up to
a further GBP1 billion (or approximately HK$11.5 billion). The acquisition of O, UK will
be funded by a GBP6 billion bridge loan facility that the Group has entered into with a
financial institution and the Group’s own cash resources. Completion of the acquisition is
conditional on the satisfaction or waiver of certain conditions, including among other things,
European Commission competition confirmation and the parties having obtained waivers
and/or approvals under certain contractual arrangements with third parties before completion.
The conditions must be satisfied or waived by no later than 30 June 2016, or in certain
cases 30 September 2016.

B. Evaluation of the Hutchison Share Exchange Ratio by reference to market price

The Hutchison Share Exchange Ratio of 0.684 was determined based on the simple
average closing prices of the Cheung Kong Shares and the Shares for the five trading days
up to (and including) 7 January 2015 of HK$129.06 and HK$88.28 respectively, without any
premium or discount (being 88.28 divided by 129.06). The calculations are:

Closing market price of

the Cheung

Kong
Trading date Shares the Shares
(HK$) (HKS$)
31 December 2014 130.30 89.25
2 January 2015 131.70 89.80
5 January 2015 130.40 88.55
6 January 2015 127.00 86.55
7 January 2015 125.90 87.25
5-day average 129.06 88.28

Source: Hong Kong Stock Exchange
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Please see the section headed “III.A.3. Market reaction to the Announcement” for
details on the development of the implied exchange ratio following the Announcement. In
the paragraphs below, we set out the share prices and trading volumes of the two companies
over a period of 180 trading days (about 9 calendar months) up to and including 7 January
2015. We also set out the effect of using different periods to set the share exchange ratio
other than the simple average of 5 trading day closing prices.

1.  Analysis of share price performance and trading liquidity

(a) The Company

Share price performance analysis

The share price chart below illustrates the daily closing price of the Shares quoted on
the Stock Exchange from 15 April 2014 (180 trading days up to and including 7 January
2015) up to the Latest Practicable Date (both dates inclusive) (the “Share Review Period”),

and compares such prices to the movements of the HSI and the 5-day trading average up to
7 January 2015 of HK$88.28:

HKS$ per Share -
. Period after the 26,500
13 A8, Watson Transactions JRIINALY Announcement \ 25,000

110 RAPPRI W R o 23,500

Exclusive negotiation in relation to
the acquisition of 02 UK \
\ 20,500
Acquisition of 50.0% of Park'n Fly

,\ - 19,000
Acquisition of

Eversholt

22,000

Takeover bid of Envestra

90 Ex-dividend date in relation to the special dividend 17,500

of HK$7.0 per Share \Y) W
8 HK$88.28 - average of 5 trading / 16,000
days up to 7 January 2015 A
80 ays up to / January nnouncement 14,500
5 trading days up to 7
75 January 2015 / 13,000
70 11,500

15-Apr-14  15-May-14  15-Jun-14  15-Jul-14  15-Aug-14 15-Sep-14 15-Oct-14  15-Nov-14 15-Dec-14 15-Jan-15 15-Feb-15 15-Mar-15

The Company Basis for Hutchison Share Exchange Ratio ~ eeeeeees HSI

Source: Bloomberg

On 16 April 2014, the Company announced the entering into of a strategic alliance
with Temasek Holdings (Private) Limited (“Temasek’), which completed the acquisition of a
25% stake in A.S. Watson Group (“A.S. Watson”). The price reached HK$108.10 on 2 May
2014, the high during the Share Review Period. On 5 May 2014, the Shares traded “ex” the
special dividend of HK$7.0 per Share paid in respect of the A.S. Watson transaction. The
Share prices prior to this date have not been adjusted for the special dividend.

In the second half of 2014, the price was fairly stable until mid-September, when it
commenced a general downward trend. The price may have been influenced, among other
things, by weak economic data from Europe and, through the Company’s stake in Husky, by
the sharp decline in the price of crude oil which began about mid-year. The price decreased
from HK$99.10 on 14 November 2014 to HK$86.05 per Share on 17 December 2014,
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followed by a partial recovery. During the period when the Hutchison Share Exchange Ratio
was set from 31 December 2014 to 7 January 2015, the price closed between HK$86.55 and
HK$89.80, and did not seem to be “disturbed”, that is abnormally affected, by any market
rumour of the Proposals.

Following the Announcement, as noted above, the price rose sharply and this gain has
been sustained.

Trading volume of the Shares

The table below sets out the total number of Shares traded per month, the percentage
of the monthly trading volume to the issued share capital of the Company and the
percentage of the monthly trading volume to Shares held by the public respectively during
the Share Review Period:

Approximate % Approximate %
of total monthly  of total monthly

Total monthly trading volume trading volume
trading volume to the total to the public
of the Shares issued Shares float
2014
April 106,846,504 2.5% 5.3%
May 109,365,858 2.6% 5.5%
June 73,408,556 1.7% 3.7%
July 129,145,051 3.0% 6.5%
August 132,299,582 3.1% 6.6%
September 133,632,853 3.1% 6.7%
October 109,217,657 2.6% 5.5%
November 86,918,445 2.0% 4.3%
December 150,390,442 3.5% 7.5%
2015
January 207,872,206 4.9% 10.4%
February 92,542,839 2.2% 4.6%
From 1 March to the Latest
Practicable Date 83,315,341 2.0% 4.2%

Source: Bloomberg and the Company

As shown in the above table, the trading volumes were within the range of
approximately 1.7% and 4.9% of the total issued Shares, and between approximately 3.7%
and 10.4% of the issued Shares constituting the public float of the Company. The highest
monthly trading volume of the Shares prior to the Announcement was approximately 150.4
million in December 2014, with volumes of over 100.0 million Shares in each month other
than June and November 2014, and February 2015. On this basis, we consider the Shares
have been actively traded during the Share Review Period.
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(b) Cheung Kong/CKH Holdings
Share price performance analysis

The share price chart below illustrates the daily closing price of the Cheung Kong
Shares/CKH Holdings Shares quoted on the Stock Exchange during the Share Review
Period, and compares such prices to the movement of the HSI and the 5-day trading average
up to 7 January 2015 of HK$129.06:

HKS$ per Cheung Kong HSI
Share / CKH Holdings Share
160 26,000
Period after the
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Cheung Kong / CKH Holdings Basis for Hutchison Share Exchange Ratio ~ +eeeeee HSI
Source: Bloomberg

The price per Cheung Kong Share rose from HK$136.20 on 15 April 2014 to
HK$150.70 on 31 July 2014, the highest share price during the Share Review Period prior to
the Announcement. The drop on 5 May 2014 was mainly due to the ex-dividend adjustment
for the Company’s special dividend of HK$7.0 per Cheung Kong Share after the A.S.
Watson transaction. From late August, the price began to decline to HK$127.90 at the end of
September. After a recovery to HK$142.3 at the end of November there was a further period
of weakness in the first half of December 2014. During the period when the Hutchison
Share Exchange Ratio was set from 31 December 2014 to 7 January 2015, the price closed
between HK$125.90 and HK$131.70 and did not seem to be disturbed by any market rumour
of the Proposals.

During the Share Review Period prior to the Announcement, Cheung Kong announced
acquisitions principally through joint ventures with affiliated companies, including (i) the
acquisition of Park’N Fly (an off-airport parking business in Canada) announced on 28 May
2014, (ii) the takeover bid for AGN, an Australian gas distributor company, announced on 30
May 2014, and (iii) the acquisition of aircraft leasing businesses announced on 4 November
2014.

Following the Announcement, as noted above, the price rose sharply and this gain has
been sustained.
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Trading volume of the Cheung Kong Shares/CKH Holdings Shares

The table below sets out the total number of Cheung Kong Shares/CKH Holdings
Shares traded per month, the percentage of the monthly trading volume to the issued share
capital of Cheung Kong/CKH Holdings and the percentage of the monthly trading volume to
Cheung Kong Shares/CKH Holdings Shares held by the public respectively during the Share
Review Period:

Approximate %
of total monthly

Total monthly trading volume
trading volume to the total Approximate %
of the Cheung issued Cheung  of total monthly
Kong Shares/ Kong Shares/ trading volume
CKH Holdings CKH Holdings to the public
Shares Shares float
2014
April 76,471,039 3.3% 5.8%
May 78,224,739 3.4% 6.0%
June 57,375,132 2.5% 4.4%
July 72,540,908 3.1% 5.5%
August 80,854,233 3.5% 6.2%
September 74,425,360 3.2% 5.7%
October 76,922,365 3.3% 5.9%
November 60,961,928 2.6% 4.7%
December 71,469,055 3.1% 5.5%
2015
January 154,974,317 6.7% 11.8%
February 78,074,129 3.4% 6.0%
From 1 March to the Latest
Practicable Date 67,591,818 2.9% 5.2%

Source: Bloomberg and the Company

As shown in the above table, the trading volumes were within the range of
approximately 2.5% and 6.7% of the total issued Cheung Kong Shares/CKH Holdings
Shares, and between approximately 4.4% and 11.8% of the issued Cheung Kong Shares/CKH
Holdings Shares constituting the public float of Cheung Kong/CKH Holdings. The highest
monthly trading volume of Cheung Kong Shares/CKH Holdings Shares prior to the
Announcement was approximately 80.9 million in August 2014, with volumes of over 70
million Cheung Kong Shares/CKH Holdings Shares in each month other than June and
November 2014. On this basis, we consider the Cheung Kong Shares/CKH Holdings Shares
have been actively traded during the Share Review Period.
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2. Effect of using different time periods to set share exchange ratios

During the Share Review Period, as shown in the above share price charts, the shares
of both the Company and Cheung Kong/CKH Holdings traded at levels different from, and
mostly significantly above, the prices of HK$88.28 and HK$129.06 used as the basis for the
Hutchison Share Exchange Ratio. In the table below, we compare the Hutchison Share
Exchange Ratio of 0.684 with exchange ratios which would have resulted from the use of
different time periods.

Set out below are exchange ratios based on (i) the simple average closing prices and
(i1) the volume-weighted average closing price (the “VWAP”) of each of the Shares and the
Cheung Kong Shares for periods up to 180 trading days (about 9 calendar months). All
figures are approximations:

Exchange ratios based on

simple

average
Number of trading days prior and closing VWAP
up to 7 January 2015 prices (Note 1)
(HK$) (HK$)
(Note 2) (Note 2)
5 trading days (Hutchison Share Exchange Ratio) 0.684 0.686
10 trading days 0.689 0.690
20 trading days 0.685 0.686
30 trading days 0.684 0.682
60 trading days 0.703 0.697
90 trading days 0.711 0.709
180 trading days 0.733 0.729

Notes:

(1)  The VWAP is based on the respective sum of the daily turnovers (in dollar terms) of the shares (with the
closing price for each respective day being weighted by the daily trading volume) divided by the respective
sum of the daily trading volumes of the shares

(2)  Simple average closing prices and VWAP have not been adjusted for dividends paid

The exchange ratios based on simple averages are between 0.684 and 0.733. Based on
VWAP, the exchange ratios are between 0.682 and 0.729.

As set out in the section headed “III.B.1 Analysis of share price performance and
trading liquidity”, the Company and Cheung Kong, both being constituents of the HSI, are
actively traded stocks. In neither case did the share prices seem to be materially influenced
by any rumours of the Proposals in the run-up to the Announcement. These factors support
the validity of using a relatively short period as representative of market price, as active
trading lessens the likelihood of thin or erratic volume biasing market value on a particular
day.
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Periods of 5, 10, 20 or 30 trading days, on a simple average or VWAP basis, result in a
narrow exchange ratio range of 0.682 to 0.690. The resulting ratio for 30 trading days
(simple average) is, for example, 0.684, identical to the Hutchison Share Exchange Ratio.
The resulting ratio for 30 trading days (VWAP) is 0.682, slightly lower than the Hutchison
Share Exchange Ratio.

Periods of 60, 90 or 180 trading days result in an exchange ratio range of 0.697 to
0.733, between 1.9% and 7.2% above the Hutchison Share Exchange Ratio of 0.684.

Different periods may be adopted to establish “market” prices in the context of setting
merger terms. In our opinion, with actively traded shares and undisturbed prices, periods of
up to 30 trading days produce results representative of market. In the most recent Merger
Precedent (see the section headed “III.B.3. Merger Precedents”), a period of 20 trading days
was considered representative of market. The resulting ratios for 20 trading days are 0.685
(simple average) and 0.686 (VWAP), close to the Hutchison Share Exchange Ratio.

3.  Merger Precedents

The Hutchison Share Exchange Ratio is based on market prices. In the precedent cases
below, market prices and other factors were taken into account when share exchange ratios
were determined. We have performed a search of merger transactions involving share
exchanges with significant scale announced in the past five years between listed companies
in Hong Kong (the “Merger Precedents”). The result of our research is as follows:

Date of Basis of determining of

announcement Merger between: share exchange ratio

30 December 2014 China CNR CSR Corporation ~ VWAP of the relevant
Corporation Limited (stock shares for the 20 trading
Limited (stock code: 1766; days immediately prior to
code: 6199; “CSR”) and including the last
“CNR”) (Note 2) trading day prior to the

issue of the
announcement as the
market reference prices,
and giving full
consideration to factors
such as historical share
prices, operating results
and market
capitalisations, and
through arm’s length
negotiations
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Date of
announcement

Merger between:

Basis of determining of
share exchange ratio

10 May 2013
(Note 3)

19 October 2011

12 August 2010

Notes:

China Resources
Power Holdings
Company Limited
(stock code: 836;
“CR Power”)

China Resources
Gas Group
Limited (stock
code: 1193; “CR
Gas”)

Li & Fung
Limited (stock
code: 494;
“L&F”)

China Resources
Gas Group
Limited (stock
code: 1193; “CR
Gas”)

Zhengzhou China
Resources Gas
Co., Ltd. (stock
code: 3928; “ZZ
Gas”)

Integrated
Distribution
Services Group
Limited (stock
code: 2387;
“IDS”)

Among other things, the
prevailing closing prices
of the relevant shares
prior to the publication of
the announcement and the
two companies’ earnings,
cash flows, dividends and
attributable assets

Among others, the latest
published financial
information of ZZ Gas,
the prevailing closing
prices of the H shares of
77 Gas and CR Gas
shares, and the outlook
and development of both
77 Gas and CR Gas

The exchange ratio under
the share alternative was
determined such that it
valued the IDS share
(based on the closing
price of L&F share on 6
August 2010, the price
reference day) at the
same level as the cash
alternative

(1)  We consider the above Merger Precedents to be an exhaustive list according to our research on the website

of the Stock Exchange based on the criteria that (i) both companies being merged were listed in Hong
Kong, (ii) both companies had market capitalisations before the merger announcements of at least HK$1
billion and (iii) the merger announcements were published within five years prior to 4:00 p.m. on the Latest

Practicable Date

(2)  Somerley acted as the independent financial adviser to the independent board committee of CNR (“CNR

IFA”)

(3)  The proposed merger between CR Power and CR Gas was not approved by the independent shareholders of
CR Power at the shareholders’ meeting

In the most recent precedent, the merger of CNR and CSR, the exchange ratio was

agreed by taking the average prices of the relevant shares for a period of 20 trading days
(VWAP) prior to the merger announcement. Other factors were also given full consideration
as noted above. The exchange ratio is 1:1.10, meaning that each CNR share will be
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exchanged for 1.10 new CSR shares. The relevant shareholders’ approvals were obtained on
9 March 2015 but the merger is not yet complete, as other conditions precedent are
outstanding.

The reference price for CNR shares was arrived at as follows:

‘A’ shares ‘H’ shares
CSR 20-trading day VWAP RMB5.63 HK$7.32
Exchange ratio 1.10 for 1 1.10 for 1
CNR reference price (*) RMB6.19 HK$8.05

(*)  The CNR reference prices are not the same as the 20 trading days VWAP of CNR shares prior to the
merger announcement, which were RMB5.92 and HK$7.21 respectively

A cash alternative of HK$7.21 per CNR ‘H’ share was made available to CNR ‘H’
shareholders voting against the merger (less than 3% did so).

Post merger, the shareholdings in the merged entity attributable to the CSR and CNR
shareholders will be in the proportion of 50.6%/49.4% respectively. As part of our analysis
as CNR IFA, we compared these proportions with the contributions of CSR and CNR to
such factors as revenue, profits, net assets, EBITDA and market capitalisation. The results
were on balance very similar to the proportions of shareholdings. The exercise was
facilitated by the businesses and sizes of CSR and CNR being very similar; indeed, they had
originally been one group before being split up and listed separately. As noted below, such
an exercise is not easily carried out for the Company and CKH Holdings, owing principally
to the different nature and financial characteristics of their businesses, as further discussed
in sub-paragraph 4 below.

In the proposed merger between CR Power and CR Gas, and the merger between CR
Gas and ZZ Gas (as announced in 2013 and 2011 respectively), the market price element in
establishing the share exchange ratio was determined based on the “prevailing” closing
prices of the relevant shares without the length of time being specifically disclosed.
Financial information of the relevant companies such as earnings and attributable assets, and
other qualitative and subjective factors such as business outlook, were also taken into
account.

The transaction between L&F and IDS was based on market price on a single day. It
involved a cash alternative and a share alternative by L&F in a proposal to privatise IDS.
The size of L&F, in terms of market capitalisation before the merger announcement, was
more than 20 times that of IDS. The transaction meets our criteria for inclusion as a Merger
Precedent, although it also has some of the characteristics of an acquisition.

In a share exchange transaction involving Denway Motors Limited (“Denway”) and
Guangzhou Automobile Group Co., Ltd (“GAC”) announced by the controlling shareholder
of Denway on 18 May 2010, scheme shareholders of Denway were offered H shares of
GAC, which were to be listed subsequently on the Main Board. The exchange ratio was
determined on the basis of, among other things, GAC and Denway’s historical performance,
business potentials, earnings, market price of Denway, benefits of the transaction, and the
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transaction not representing a change in controlling shareholder. As GAC was not a listed
company prior to the relevant announcement, the transaction has not been included in the
table above, although in all other respects it meets our criteria.

4. Market prices compared to other metrics

A ratio based on current market prices is objective, without any subjective valuation
assumptions being required, and is easily observed, calculated and understood. In the section
headed “III.B.3. Merger Precedents”, other factors such as earnings and assets are also taken
into account. In the sections headed “III.D. Sum-of-the-parts analysis of the Group”, “IIL.F.
Sum-of-the-parts analysis of CKH Holdings Group” and “III.G. Evaluation of the Hutchison
Share Exchange Ratio by reference to contributions”, we set out the results of our work
done to compare ratios based on market price with ratios based on contributions to earnings
and net assets and on a “sum-of-the-parts” approach, a measure commonly used by research
analysts. This exercise is complex because the businesses of the Company and CKH
Holdings are different, being principally non-property related for the Company and
principally property related for CKH Holdings at present (other than its holding in the
Company). Consequently, the two companies are typically valued on different bases. The use
of prevailing market prices to set terms is therefore the most practicable approach, in our
view, particularly when both the Shares and CKH Holdings Shares are leading components
of the HSI and are actively traded. The period before the Announcement does not seem to
show any indication of disturbed trading in advance of the Announcement, although the
volume of trading in the Shares was at a high in December 2014. Consequently, we have
referred to other methods of setting merger terms as a secondary check.

C. Financial information on the Group

Set out below is certain financial information on the Group extracted from Appendix V
of the Scheme Document. These are highlights, included mainly to put into context figures
used elsewhere in this letter, particularly in sections headed “III.D. Sum-of-the-parts analysis
of the Group” and “III.G. Evaluation of the Hutchison Share Exchange Ratio by reference to
contributions”. For further information on the Group, please refer to Appendices IV and V of
the Scheme Document.
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1.  Financial performance

The following table sets out the consolidated income statement of the Group for the
three years ended 31 December 2014, as extracted and summarised from the “Financial
Information of the Group” set out in Appendix V of the Scheme Document:

For the year ended 31 December

2012
(restated) 2013 2014

Notes  HKS$ million HKS$ million HKS$ million

Revenue (including subsidiaries, share of associates

and joint ventures) (i) 390,263 412,933 421,472
Revenue (subsidiaries only) 243,089 256,234 272,161
Costs and expenses (219,556) (226,932) (237,312)
Change in fair value of investment properties 790 26 24,678
Profits on disposal of investments and others (ii) (2,052) 230 (4,532)
Share of profits less losses after tax of:

associated companies (iii) 10,558 9,929 28,307

joint ventures (iii) 10,924 12,597 10,466

43,753 52,084 93,768
Interest expenses and other finance costs (9,243) (8,391) (8,050)
Profit before tax 34,510 43,693 85,718
Tax (2,403) (4,800) (3,967)
Profit after tax 32,107 38,893 81,751
Profit attributable to ordinary Shareholders (iv) 25,897 31,112 67,156
Earnings per Share (HK$) 6.07 7.30 15.75
Dividend per Share (HK$) (Note) (v) 2.08 2.30 2.415

Note: Dividend per Share excludes the special dividend of HK$7 per Share in respect of 2014. This was the only
special dividend paid during the years under review
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(i) Segment analysis

The revenues and earnings of the Group are mainly derived from its business segments
of (a) retail, (b) telecommunication, (c) energy, (d) infrastructure, (e) ports and related
services, (f) property and hotels, and (g) finance and investments and other operations
(which includes returns earned on the Group’s holding of cash and other liquid investments).
Set out below is a summary of the Group’s segmental revenue from external customers and
segmental EBITDA:

Segmental revenue from external customers:

For the year ended 31 December

2012

(restated) 2013 2014 2014

HKS$ HKS$ HK$
million million million %
Retail 138,519 149,147 157,397 37.3
Telecommunication 78,696 81,048 87,676 20.8
Energy 58,744 59,481 57,368 13.6
Infrastructure 39,693 42,460 45,419 10.8
Ports and related services 32,941 34,119 35,624 8.5
Property and hotels 19,970 24,264 16,069 3.8
Finance and investments and others 21,700 22,414 21,919 5.2
Total 390,263 412,933 421,472 100.0

Note: Segmental revenue represents (i) revenue from the Group’s subsidiaries and (ii) the Group’s attributable
share of revenue from its associates and joint ventures during the years under review
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Segmental EBITDA:

For the year ended 31 December

2012

(restated) 2013 2014 2014

HKS$ HKS$ HK$
million million million %
Retail 12,779 14,158 15,549 15.7
Telecommunication 12,686 16,248 18,100 18.3
Energy 14,889 14,779 14,410 14.6
Infrastructure 21,405 22,841 24,483 24.8
Ports and related services 11,343 11,447 12,133 12.3
Property and hotels 10,887 13,995 9,998 10.1
Finance and investments and others 2,479 2,179 4,200 4.2
Total (Note) 86,468 95,647 98,873 100.0

Note: Segmental EBITDA represents (i) EBITDA from the Group’s subsidiaries and (ii) the Group’s attributable
share of EBITDA from its associates and joint ventures during the years under review. It excludes certain
one-off items and adjustments which were unallocated to the Group’s segments during the years under
review

(a) Retail

The retail segment, principally represented by A.S. Watson, is the biggest business
segment of the Group in terms of revenue contribution, accounting for approximately 35.5%,
36.1% and 37.3% of total revenues for 2012, 2013 and 2014 respectively. Major brand
names held by A.S. Watson include Rossmann, Superdrug and Watsons (health and beauty
retailers), PARKnSHOP (supermarket) and Fortress (electrical appliances).

Although it contributes the largest part of the Group’s revenue, the retail segment has
the lowest EBITDA margin amongst all of the business segments of the Group. During the
years under review, the increase in EBITDA was mainly due to the increase in earnings
contribution from the Group’s retail operations in China and Western Europe.

(b) Telecommunication

The telecommunication segment consists of three subdivisions, which are the 3 Group
businesses in Europe (“3 Group Europe”), the Group’s approximately 65.0% interest in
Hutchison Telecommunications Hong Kong Holdings Limited (a Hong Kong listed company)
and the Group’s interests in Hutchison Asia Telecommunications. Revenue accounted for
approximately 20.2%, 19.6% and 20.8% of the total revenue of the Group for 2012, 2013
and 2014 respectively.
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The EBITDA margin of the telecommunication segment showed an increasing trend
during the years under review, principally due to the increase in service margin of 3 Group
Europe driven by a growing customer base. In addition, the increase in EBITDA in 2014 to
approximately HK$18,100 million was partly due to the realisation of cost synergies from
the recently completed acquisitions in Austria and Ireland.

(c) Energy

The energy segment is comprised of the Group’s approximately 34.0% interest in
Husky Energy, and accounted for approximately 15.1%, 14.4% and 13.6% of the Group’s
overall revenues for 2012, 2013 and 2014 respectively. The drop in segmental revenue in
2014 as compared with 2013 was primarily due to the sharp decline in crude oil prices in
the last quarter of 2014. During the years under review, the EBITDA and EBITDA margin
did not change significantly.

(d) Infrastructure

The infrastructure segment is comprised of the Group’s approximately 78.2% interest in
CKI. The EBITDA margin was maintained at a steady level during the years under review.
2014 EBITDA benefitted from a full year profit contribution from the Group’s
approximately 78.2% interest in Enviro Waste Services Limited (a waste management
business in New Zealand acquired in April 2013) and the approximately 33.4% effective
interest in AVR (the largest “energy from waste” company in the Netherlands acquired in
August 2013).

(e) Ports and related services

The ports and related services segment principally consists of the Group’s 80% interest
in the group of companies of Hutchison Port Holdings Limited and Hutchison Ports
Investments S.a.rl. It also includes the Group’s approximately 27.62% interest in the
Singapore listed HPH Trust.

During the years under review, the EBITDA and EBITDA margin of the ports and
related services maintained a stable growth.

(f) Property and hotels
The property and hotel operations segment comprises the Group’s investment property
portfolio of office, commercial, industrial and residential premises; residential and

commercial property development projects and the Group’s interests in hotels principally
located in Hong Kong, the PRC and overseas.
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Despite contributing only approximately 3.8% of the Group’s total revenue, the
EBITDA margin of the property and hotel operations segment is comparatively high partly
due to rental income from the Group’s investment properties. During the years under review,
the fluctuation in EBITDA was mainly caused by the change in sales of the Group’s joint
ventures residential development projects in the PRC.

(ii) Profits on disposal of investments and others

In 2012, the amount entirely represented the Group’s share of operating losses from
Vodafone Hutchison Australia (“VHA”), a 50% held joint venture of Hutchison
Telecommunications (Australia). In 2013, the amount included a one-off gain arising from
the partial disposal of Westports Holdings Bhd following its initial public offering in
Malaysia and a one-off net gain arising from the disposal of certain non-core
telecommunication assets of “3 Austria”, offsetting the Group’s share of operating losses
from VHA.

In 2014, the amount included (i) a provision relating to the restructuring of “3 Ireland”
on the acquisition of O, Ireland of approximately HK$3,388 million; (ii) the Group’s share
of operating losses from VHA of approximately HK$1,971 million; (iii) impairment charges
of ports assets and related provision of approximately HK$758 million and (iv) impairment
of goodwill and store closures of the Marionnaud businesses of approximately HK$652
million, which were partly offset by the Group’s one-off marked-to-market gain of
approximately HK$2,237 million realised upon the transfer of a 17.46% interest held by CKI
in AGN to the joint venture company upon the AGN acquisition.

(iti) Share of profits less losses after tax of associated companies and joint ventures

The Group’s share of profits less losses after tax of joint ventures of approximately
HK$10,924 million, HK$12,597 million and HK$10,466 million in 2012, 2013 and 2014
principally resulted from its investments in (i) infrastructure joint ventures (principally
comprised of overseas utility projects) through CKI and (ii) property joint ventures for
property development projects mainly in the PRC. The drop in 2014 figures was mainly due
to the reduced profit contribution from the property sales of the joint ventures in the PRC
and 2013 figures included a deferred tax credit adjustment as a result of a UK tax rate
reduction.
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The Group’s share of profits less losses after tax of associated companies of
approximately HK$10,558 million, HK$9,929 million and HK$28,307 million in 2012, 2013
and 2014 respectively principally arose from the associated companies: (i) Power Assets
(engaging in power and utility related businesses) which is approximately 38.9% held
through CKI and (ii) Husky (engaging in oil and gas), which is approximately 34.0% held
by the Group. The substantial increase in 2014 was principally due to a one-off gain
resulting from the spin-off of Power Assets’ Hong Kong electricity business of
approximately HK$20,554 million, netting off the increase in the Group’s share of
impairment charge on certain natural gas assets of Husky of approximately HK$909 million.

(iv) Profit attributable to the Shareholders

Profit attributable to the Shareholders increased by approximately 20.1% from
approximately HK$25,897 million in 2012 to approximately HK$31,112 million in 2013,
primarily due to the increase in earnings from the Group’s property and hotels, retail,
infrastructure and telecommunication segments.

The profit attributable to the Shareholders in 2014 further increased by approximately
1.2 times to approximately HK$67,156 million as compared with 2013. This mainly resulted
from the Group’s share of a one-off gain arising from the spin-off of Power Assets in
January 2014 as mentioned above, coupled with the higher increase in the fair value change
of the Group’s investment properties by approximately HK$24,652 million (HK$25,164
million after including share of associate and joint venture) compared to 2013.

(v) Dividend per Share

Total dividend (excluding the special dividend) paid or payable to the Shareholders
increased from HK$2.08 per Share in 2012 to HK$2.30 per Share in 2013 and to HK$2.415
per Share in 2014. From 2012 to 2014, the Group’s dividend payout ratio was approximately
34.3%, 31.5% and 15.3% respectively. On a recurring basis, dividend payout ratio was
approximately 33.4%, 31.6% and 32.2% respectively.
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2. Financial position

The following table sets out the consolidated financial position of the Group as at 31
December 2013 and 31 December 2014, as extracted and summarised from the information
set out in Appendix V of the Scheme Document:

As at As at
31 December 31 December
2013 2014

HKS$ million HKS$ million

Fixed assets 177,324 173,234
Investment properties 42,454 66,211
Associated companies 112,058 126,416
Interests in joint ventures 111,271 119,433
Other non-current assets 196,826 186,963
Total non-current assets 639,933 672,257
Total current assets 175,589 211,178
Total assets 815,522 883,435
Bank and other debts 225,354 247,613
Other liabilities 113,936 116,760
Total liabilities 339,290 364,373
Total equity 476,232 519,062
Net asset value attributable to the Shareholders 386,365 426,580

Reassessed net asset value attributable to the

Shareholders (Note 1) 463,560
Net asset value per Share (HK$) 90.62 100.06
Reassessed net asset value per Share (HKS$)

(Note 2) 108.73
Notes:

(1)  Representing the sum of net asset value attributable to the Shareholders as at 31 December 2014 and
the revaluation surplus arising from the valuation of property interests of the Hutchison Property
Group as at 28 February 2015, according to the summary of the property valuation reports set out in
Appendix VIII of the Scheme Document, and after adjusting for the estimated attributable tax effect

(2)  Representing the reassessed net asset value attributable to the Shareholders (as mentioned in note (1)
above) divided by the total number of issued shares of the Company as at 31 December 2014
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(i) Assets
Fixed assets

As at 31 December 2014, the Group had fixed assets of approximately HK$173,234
million, accounting for approximately 19.6% of the Group’s total assets. Approximately half
of the balance comprised telecommunications network assets.

Investment properties

Investment properties are shown at independent valuation. The increase in fair value
reflects the latest developments in the Hong Kong economy and the property market
performance (including the office, retail, industrial, residential and car park properties).
These properties (except for the Excluded Property Interests) will form part of the CK
Property Group pursuant to the Property Businesses Combination.

Interests in associated companies and joint ventures

As at 31 December 2014, the Group had interests in associated companies and joint
ventures of approximately HK$245,849 million, accounting for approximately 27.8% of the
Group’s total assets of approximately HK$883,435 million. Compared to 31 December 2013,
the increase was mainly attributable to the Group’s increased shares of net profits from its
associated companies in 2014, as mentioned in the section headed “III.C.1. Financial
performance”.

Others

As at 31 December 2014, the Group’s other assets of approximately HK$398,141
million (comprising current and non-current assets of approximately HK$211,178 million
and HK$186,963 million respectively) mainly represented cash and cash equivalents of

approximately HK$125,318 million and telecommunications licenses of approximately
HK$81,602 million.

The Group made several acquisitions with the Cheung Kong Group and the details of
the more recent ones are described in the section headed “III.LE. Financial information on the
Cheung Kong Group”.

(ii) Liabilities

As at 31 December 2014, the Group had total principal amounts of bank and other
debts of approximately HK$246,867 million, of which 75% were notes and bonds and 25%
were bank and other loans. Out of the total borrowings, 17% were repayable in 2015, 76%
were repayable between 2016 and 2024 and 7% were repayable beyond 2024.

As at 31 December 2014, the Group’s ratio of net debt to net total capital was

approximately 16.8%, which we consider a prudent level. The Group’s long term credit
ratings were “A3” from Moody’s, “A-" from Standard & Poor’s and “A-" from Fitch.

_46 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

(iii) Reassessed net asset value attributable to the Shareholders

As advised by the Company, the revaluation surplus arising from the valuation of
certain of the property interests of the Hutchison Property Group as at 28 February 2015,
according to the summary of the property valuation reports set out in Appendix VIII of the
Scheme Document, and after adjusting for the estimated attributable tax effect, is
approximately HK$37.0 billion. Taking into account such revaluation surplus, the reassessed
net asset value attributable to the Shareholders (the “Hutchison Reassessed NAV”) is
approximately HK$463.6 billion, representing an uplift of approximately 8.7% compared to
the audited consolidated net asset value attributable to the Shareholders of approximately
HK$426.6 billion as at 31 December 2014. On a per Share basis, the Hutchison Reassessed
NAV is approximately HK$108.73.

Property valuation

Certain of the property interests of the CK Property Group, including those of the
Hutchison Property Group and the Cheung Kong Property Group, have been valued by the
Property Valuers as at 28 February 2015 and a summary of the valuations is set out in
Appendix VIII to the Scheme Document. The property valuations do not include the
Excluded Property Interests. Set out below is a summary of the valuations in relation to the
relevant property interests attributable to the Hutchison Property Group, which shows a
significant portion of the properties held by the Hutchison Property Group are investment
properties, accounting for nearly half of the aggregate value:

Market value of
the relevant
property interests
in existing state
attributable to

the Hutchison Approximate

Property Group proportion of

(Note) total

HKS$ million %

Completed properties held for investment 86,447.2 49.6
Completed properties held for sale 14,154.1 8.1
Completed properties held for operation 20,734.2 11.9
Properties under development 40,627.6 23.3
Properties held for future development 12,473.5 7.1
174,436.6 100.0

Note: The summary of the valuation above includes the total property interests attributable to the Hutchison
Property Group, but excludes the attributable property interests held by the Cheung Kong Property Group
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Among the Property Valuers, Gerald Eve LLP, Smiths Core and CBRE are responsible
for valuing certain property interests located in the United Kingdom and The Bahamas,
while DTZ is responsible for valuing the rest of the property interests of the CK Property
Group that have been valued, which constitutes over 95% of the total aggregate value. We
have discussed with DTZ the work it performed on its valuation of the relevant property
interests. DTZ has applied a mix of valuation methodologies, including, among others, the
direct comparison approach, income capitalisation approach and discounted cash flow
approach. Set out below is a summary of valuation methodologies adopted by DTZ in
valuing the different property interests:

Types of

property interests Valuation methodologies

Completed properties held for Investment approach: based on the capitalisation

investment of rental income derived from the existing

tenancies with due allowance for reversionary
potential of each of the properties or by reference
to comparable market transactions.

Completed properties held for sale Direct comparison approach: assuming sales of

the subject properties in existing state by making
reference to comparable sales transactions in the
market. Adjustments are then made based on the
difference between the subject properties and
comparable properties. DTZ also wused the
investment approach where appropriate.

Completed properties held for operation  Discounted cash flow approach: discounting the
future net cash flows of the subject properties
under a ten year horizon and the anticipated net
operating income receivable thereafter (being
capitalised at appropriate terminal capitalisation
rate) to present value, using an appropriate
discount rate.

Properties under development/held for Valued principally by using the direct comparison
future development approach or the investment approach to assess
the development value as if completed, taking
into account the incurred and expected future
construction costs, or by making reference to

comparable land sales transactions.

We have discussed with DTZ the above valuation methodologies, which we consider to
be reasonable approaches in establishing the market value of the relevant property interests
of the CK Property Group.

We have reviewed and discussed with DTZ the bases and assumptions adopted for the

valuation of the property interests of the CK Property Group. We consider that the
assumptions adopted by DTZ are fair and reasonable and the bases used are normal. We
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have also performed the work required under note (1)(d) to Listing Rule 13.80 in relation to
DTZ and its work as regards the valuation of certain of the property interests of the CK
Property Group.

D. Sum-of-the-parts analysis of the Group

The Hutchison Share Exchange Ratio has been set by reference to market prices of the
Shares and the Cheung Kong Shares. As a secondary check, we have considered relative
contributions to earnings and net assets (see the section headed “III.G.1. By way of profits
and net assets”) and have performed a sum-of-the-parts analysis (the “SOTP Value”) of the
Group and separately of CKH Holdings Group (see the section headed “IIL.F.
Sum-of-the-parts analysis of CKH Holdings Group”). Such calculations are based on the
sum of:

(i) the market value of the Group’s and CKH Holdings Group’s attributable interests
in their listed subsidiaries and associates;

(ii) the assessed value of the Group’s and CKH Holdings Group’s attributable
interests in certain unlisted investments acquired or disposed, as implied by the
relevant transaction considerations;

(iii) for the purpose of arriving at the SOTP Value of CKH Holdings Group, its
approximately 49.97% attributable interest in the SOTP Value of the Group;

(iv) the market value of the property interests in the Hutchison Property Group and
the Cheung Kong Property Group as at 28 February 2015; and

(v) the assessed value and book value of other business segments and net assets of
the Group and CKH Holdings Group, excluding those relating to (i) to (iv) above.

The calculation of SOTP Values of the Group and CKH Holdings Group is for
illustrative purpose only and does not imply a break-up of the two groups. As stated in the
section headed “IV.1. Future prospects” and the Explanatory Statement, CKH Holdings
intends to continue with the existing business of the Group (other than the property business
which will be held by CK Property) and has no intention to introduce any major changes to
the business or to redeploy any fixed assets of the Group. No intention has been stated to
sell businesses at the valuations set out below or at any other valuation. An SOTP Value is
comprised of the sum of asset values that have been derived using different bases and
assumptions as applicable, being (i) market prices of listed shares, (ii) property valuation,
(iii) book value and (iv) value attributed to an asset based on recent acquisition/disposal
consideration or a comparable companies assessment. As such, calculating an SOTP Value is
a complex exercise, as evidenced by the various SOTP Values presented by different
research houses, as set out in the section headed “III.G.3. Survey of analyst reports”.
Despite this, we consider the SOTP Value calculation can serve as a useful secondary check
of the Hutchison Share Exchange Ratio.
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(i1)
(ii)

(iv)

Notes:

(1)

(2)

(3)

(4)

Set out below is our calculation of the SOTP Value of the Group:
HKS billion

Market value of the Group’s attributable interests in listed subsidiaries

and associates (Note 1) 223
Assessed value of the Group’s attributable interests in a partially sold

investment — A.S. Watson (Note 2) 132
Market value of the property interests in the Hutchison Property Group

as at 28 February 2015 (Note 3) 174
Assessed value and book value of other business segments and net

assets of the Group (Note 4) 84
SOTP Value of the Group 613
Per Share (HKS) 144

Based on the respective closing prices as quoted on the relevant stock exchanges as at the Latest
Practicable Date (for overseas listed entities an appropriate exchange rate is used)

Based on the consideration of approximately HK$44 billion for Temasek to acquire an approximately 25%
interest in A.S. Watson. The Group retains an approximately 75% interest

Being the market value of the property interests of the Hutchison Property Group excluding the Excluded
Property Interests as at 28 February 2015, as appraised by the Property Valuers in the valuation reports as
shown in Appendix VIII of the Scheme Document

The figure is arrived at with reference to (a) for major business segments not covered in items (i) to (iii) in
the table above, the mean of enterprise value/EBITDA ratios of respective comparable companies, being
listed peers in the same industry as the relevant major business segment, as extracted from Bloomberg, with
latest published total assets of between 50% and 200% of the total assets of the relevant business segment
of the Group, as at 31 December 2014, (b) the book value of the remaining net assets of the Group (being
those not covered in (a) and items (i) to (iii) in the table above), as at 31 December 2014, and (c) an
adjustment for estimated attributable tax effect in relation to the surplus of valuation of the property
interests of the Hutchison Property Group (excluding the Excluded Property Interests) as at 28 February
2015 over their respective book value.

Based on the above calculation, the aggregate SOTP Value of the Group is

approximately HK$613 billion. This represents a per Share SOTP Value of the Group of
approximately HK$144.

Please also refer to the section headed “IIL.LF. Sum-of-the-parts analysis of CKH

Holdings Group” for the calculation of the SOTP Value of CKH Holdings Group, and the
section headed “III.G.2. By way of sum-of-the-parts” for the evaluation of the Hutchison
Share Exchange Ratio by comparing the SOTP Values of the Group and CKH Holdings
Group respectively.
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E. Financial information on the Cheung Kong Group/CKH Holdings Group

Set out below is certain financial information on the Cheung Kong Group/CKH
Holdings Group extracted from Appendix III of the Scheme Document. These are highlights,
included mainly to put into context figures used elsewhere in this letter, particularly in
sections headed “III.LF. Sum-of-the-parts analysis of CKH Holdings Group” and “III.G.
Evaluation of the Hutchison Share Exchange Ratio by reference to contributions”. For
further information on the Cheung Kong Group/CKH Holdings Group, please refer to
Appendices II and III of the Scheme Document.

1.  Financial performance

The following table sets out the consolidated income statement of the Cheung
Kong Group/CKH Holdings Group for the three years ended 31 December 2014, as
extracted and summarised from the “Financial information of the CKH Holdings Group
and the Offeror” set out in Appendix III of the Scheme Document:

For the year ended 31 December

2012
(restated) 2013 2014

Notes  HKS$ million HKS$ million HKS$ million

Turnover (i) 19,199 17,013 24,259
Investment and other income 2,180 4,467 2,125
Operating costs (12,749) (10,746) (15,684)
Share of net profits of joint ventures (ii) 5,997 5,771 4,666
Other operating profit 5,997 5,340 6,891
Operating profit 20,624 21,845 22,257
Share of net profit of associates (iii) 13,018 15,649 33,670
Profit before taxation 33,642 37,494 55,927
Taxation (1,234) (1,522) (1,319)
Profit for the year 32,408 35,972 54,608

Profit attributable to the Cheung Kong

Shareholders (iv) 32,036 35,260 53,869
Earnings per Cheung Kong Share (HK$) 13.83 15.22 23.26
Dividend per Cheung Kong Share (HK$) (Note) (v) 3.16 3.48 3.654

Note: Dividend per Cheung Kong Share excludes the special dividend of HK$7 per Cheung Kong Share in 2014.
This was the only special dividend paid during the years under review.
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(i) Turnover

The revenue of the Group is not consolidated into the turnover of the Cheung Kong
Group, as the Group is accounted for as an associate not a subsidiary.

Property sales have been the main revenue stream of the Cheung Kong Group,
accounting for approximately 76.1%, 72.2% and 79.9% of total turnover for 2012, 2013 and
2014 respectively. Compared to 2012 the decrease in the Cheung Kong Group’s turnover in
2013 was mainly attributable to fewer property sales being recognised in Hong Kong as a
result of a prolonged completion schedule of a development.

In 2014, the revenue of the Cheung Kong Group recorded an increase of approximately
42.6% as compared to 2013, which was mainly due to the increased property sales in Hong
Kong during the year. In 2014, the Cheung Kong Group recorded revenue of approximately
HK$221 million in respect of its new aircraft leasing business (details are included in the
section headed “III.E.2. Financial position™).

(i) Share of net profits of joint ventures

The Cheung Kong Group’s share of net profits of joint ventures mainly arose from its
joint ventures engaging in PRC property and infrastructure businesses. The Cheung Kong
Group’s joint ventures principally include, among others, (a) stakes in PRC property
development businesses and hotels in Hong Kong and the PRC and (b) certain interests in
infrastructure businesses, as summarised in the section headed “III.A.2.ii. Division of
businesses”, including:

- an interest of approximately 27.5% in AGN, an Australian gas distributor
company;

- an interest of 40% in Northumbrian Water, a water supply, sewerage and waste
water company based in the United Kingdom;

- an interest of 35% in AVR, the largest “energy from waste” company in the
Netherlands;

- an interest of 30% in WWU, a regulated gas distribution network in the UK; and

- an interest of 50% in Park’N Fly, the largest off-airport car park provider in
Canada.

The decrease in the Cheung Kong Group’s share of net profits of joint ventures by
approximately 19.1% in 2014 as compared to 2013 was mainly due to the reduced profit
contributions from property sales in the PRC.

(iii) Share of net profits of associates

The majority of the share of net profit of associates is derived from the profit
contribution of the Group, a 49.97% owned associate of Cheung Kong.
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The substantial increase in 2014 was in line with the increased net profits of the Group
in the corresponding year, which was principally due to the increased share of the Group’s
investment property revaluation of approximately HK$12,540 million and the one-off gain
arising from the spin-off of Power Assets’ Hong Kong electricity business of approximately
HK$8,026 million. Please see the section headed “III.C.1. Financial performance”.

(iv) Profits attributable to the Cheung Kong Shareholders

Profits attributable to the Cheung Kong Shareholders of approximately HK$35,260
million in 2013 was approximately 10.1% higher than for 2012. This was mainly due to the
increased share of net profits of the Group in 2013 and a one-off gain recognised from the
disposal of Kingswood Ginza (a retail shopping mall in Hong Kong) to Fortune REIT of
approximately HK$2,760 million in the second half of 2013. There was a decrease in fair
value increment of the Cheung Kong Group’s investment properties of approximately
HK$2,688 million in 2013 as compared to 2012.

In 2014, profits attributable to the Cheung Kong Shareholders further increased by
approximately 52.8% to approximately HK$53,869 million, primarily due to the increased
share of net profits of the Group in 2014 as mentioned in the section headed “IIL.E.1.iii.
Share of net profits of associates” and the increase in fair value increment of the Cheung
Kong Group’s investment properties of approximately HK$2,760 million. In addition, the
Cheung Kong Group’s new aircraft leasing business contributed a profit of approximately
HK$334 million.

(v) Dividend per Cheung Kong Share

Total dividends (excluding the special dividend) paid or payable to the Cheung Kong
Shareholders increased from HK$3.16 per Share in 2012 to HK$3.48 per Share in 2013 and
to HK$3.654 per Share in 2014. From 2012 to 2014, the Cheung Kong Group’s dividend
payout ratio was approximately 22.8%, 22.9% and 15.7% respectively. Although the
dividend on a per share amount in 2014 was higher than that in 2013, the payout ratio was
lower. This was principally due to the approximately 52.8% increase in profits in 2014 as
mentioned above.
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2. Financial position

The following table sets out the consolidated financial position of the Cheung
Kong Group as at 31 December 2013 and 31 December 2014, as extracted and
summarised from the information set out in Appendix III of the Scheme Document:

As at
31 December
2013

As at
31 December
2014

HKS$ million

HKS$ million

Investment properties 28,777 33,285
Associates 196,812 216,841
Joint ventures 65,659 68,754
Other non-current assets 20,384 28,936
Total non-current assets 311,632 347,816
Stock of properties 79,784 73,199
Other current assets 37,421 36,926
Total current assets 117,205 110,125
Total assets 428,837 457,941
Bank and other loans 41,890 37,874
Other liabilities 14,126 14,020
Total liabilities 56,016 51,894
Total equity 372,821 406,047
Net asset value attributable to the Cheung Kong

Shareholders 360,681 394,145
Reassessed net asset value attributable to Cheung Kong

Shareholders (Note 1) 463,021
Net asset value per Cheung Kong Share (HKS$) 155.72 170.17
Reassessed net asset value per Cheung Kong Share

(HKS$) (Note 2) 199.91
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Notes:

(1)  Representing the sum of the net asset value attributable to the Cheung Kong Shareholders as at 31
December 2014 and the revaluation surplus arising from the valuation of property interests of the Cheung
Kong Property Group as at 28 February 2015, according to the summary of the property valuation reports
set out in Appendix VIII of the Scheme Document, and after adjusting for the estimated attributable tax

effect

(2)  Representing the reassessed net asset value attributable to the Cheung Kong Shareholders (as mentioned in
note (1) above) divided by the total number of issued shares of Cheung Kong as at 31 December 2014

(i) Assets

As at 31 December 2014, the Cheung Kong Group had total assets of approximately
HK$457,941 million, which mainly comprised (i) interests in associated companies
(including its share of the Group’s net assets) of approximately HK$216,841 million and (ii)
joint ventures of approximately HK$68,754 million, accounting for approximately 62.4% of
the Cheung Kong Group’s total assets and (iii) properties (mainly consisting of properties
for/under development) of approximately HK$73,199 million.

The Cheung Kong Group and the Group have been active in pursuing overseas
acquisitions. Recent examples announced prior to the publication of the Announcement are
listed below:

- In May 2014, a 50:50 joint venture comprising the Cheung Kong Group and CKI
was formed for the acquisition of Park’N Fly, the largest off-airport car park
provider in Canada, with a transaction value of approximately CAD381.0 million
(approximately HK$2.7 billion) after announcing the acquisition of the Vancouver
operation of Park’N Fly on 17 June 2014. The transaction was completed in late
July 2014;

- In May 2014, the Cheung Kong Group, CKI and Power Assets made a takeover
bid for AGN with a total acquisition consideration of approximately AUD1.96
billion (approximately HKS$14.1 billion). The transaction was completed in
September 2014; and

- In November 2014, the Cheung Kong Group entered into several agreements with
independent third parties for the purchase of interests in up to a total of 60
aircraft, either through its subsidiaries or a joint venture, for an aggregate
consideration of approximately US$2.6 billion (approximately HK$20.4 billion).

(i) Liabilities

As at 31 December 2014, the Cheung Kong Group had total borrowings (comprising
bank loans, issued notes and other loans) of approximately HK$37,874 million, the majority
of the Cheung Kong Group’s total liabilities. The maturity profile of such borrowings is
spread over a period of seven years, with approximately 48.5% being repayable within one
year.
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As at 31 December 2014, the Cheung Kong Group’s net debt to net total capital ratio
was approximately 1.1%, a very conservative level.

(iti) Reassessed net asset value attributable to the Cheung Kong Shareholders

As advised by the Company, the revaluation surplus arising from the valuation of
certain of the property interests of the Cheung Kong Property Group as at 28 February 2015,
according to the summary of the property valuation reports set out in Appendix VIII of the
Scheme Document, and after adjusting for the estimated attributable tax effect, is
approximately HK$68.9 billion. Taking into account such revaluation surplus, the reassessed
net asset value attributable to the Cheung Kong Shareholders (the “Cheung Kong
Reassessed NAV”) is approximately HK$463.0 billion, representing an uplift of
approximately 17.5% compared to the audited consolidated net asset value attributable to the
Cheung Kong Shareholders of approximately HK$394.1 billion as at 31 December 2014. On
a per Share basis, the Cheung Kong Reassessed NAV is approximately HK$199.91.

Property valuation

Certain of the property interests of the Cheung Kong Property Group (as part of the
CK Property Group) have been valued by the Property Valuers and a summary of valuations
as at 28 February 2015 is set out in Appendix VIII to the Scheme Document. Set out below
is a summary of the valuation in relation to the relevant property interests attributable to the
Cheung Kong Property Group:

Market value of
the relevant
property interests
in existing state
attributable to

the Cheung Kong Approximate

Property Group proportion of

(Note) total

HKS$ million %

Completed properties held for investment 37,328.4 15.2
Completed properties held for sale 31,475.7 12.8
Completed properties held for operation 44,943.4 18.3
Properties under development 116,092.6 47.2
Properties held for future development 15,872.6 6.5
245,712.7 100.0

Note: Includes the total property interests attributable to the Cheung Kong Property Group, but excludes the
attributable property interest held by the Hutchison Property Group

As a major property developer in Hong Kong, the Cheung Kong Property Group has a
substantial portfolio of properties under development, for sale and for future development.
The Cheung Kong Property Group also holds investment properties for rental purposes and

— 56 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

properties for operation. In aggregate, the property portfolio of the Cheung Kong Property
Group has a value of approximately HK$245.7 billion as at 28 February 2015,
approximately 40.9% higher than the value of the property portfolio of the Hutchison
Property Group as at 28 February 2015.

The valuation methodologies, bases and assumptions adopted by DTZ and our work
performed in relation to its valuation of the different property interests of the CK Property
Group, are summarised in the section headed “III.C. Financial information on the Group”.

F. Sum-of-the-parts analysis of the CKH Holdings Group

As described in the section headed “III.D. Sum-of-the-parts analysis of the Group”, a
SOTP Value for the CKH Holdings Group has been calculated to form part of a secondary
check of the Hutchison Share Exchange Ratio. In arriving at the value of CKH Holdings’
approximately 49.97% holding in the Group, we have applied 49.97% of the Group’s SOTP
Value as calculated in the section headed “III.D. Sum-of-the-parts analysis of the Group”.

Set out below is the calculation of the SOTP Value of the CKH Holdings Group:

HKS$ billion

(i) Market value of the CKH Holdings Group’s attributable interest in

listed associate (excluding the Group) (Note 1) 3
(i1) Assessed value of CKH Holdings Group’s attributable interests in

certain investments through acquisitions (Note 2) 24
(iii) 49.97% share of the Group’s SOTP Value (Note 3) 306
(iv) Market value of the property interests in the Cheung Kong Property

Group as at 28 February 2015 (Note 4) 246
(v) Book value of other net assets of CKH Holdings Group (Note 5) (20)

SOTP Value of the CKH Holdings Group 559

Per CKH Holdings Share (HK$) 241
Notes:

(1)  Based on the closing price as quoted on the relevant stock exchange as at the Latest Practicable Date

(2)  Based on the acquisition considerations of the respective investments, adjusted for the CKH Holdings
Group’s shareholding interests as at 31 December 2014. Such investments include AGN, “Park’N Fly”
business, AVR, MGN Gas Networks (UK) Limited (which holds a 100.0% interest in WWU), and
Northumbrian Water

(3)  Being approximately 49.97% of the SOTP Value of the Group of approximately HK$613 billion as shown in
section D above

(4)  Being the market value of the property interests of the Cheung Kong Property Group (excluding the

Excluded Property Interests) as at 28 February 2015, as appraised by the Property Valuers in the valuation
reports as shown in Appendix VIII of the Scheme Document
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(5)  Based on (a) the book value of the remaining net assets of the Group (being those not covered in items (i)
to (iv) in the table above), as at 31 December 2014, and (b) an adjustment for estimated attributable tax
effect in relation to the surplus of valuation of the property interests of the Cheung Kong Property Group
(excluding the Excluded Property Interests) as at 28 February 2015 over their respective book value

The major items in the SOTP Value are the 49.97% share of the Group’s SOTP Value
of approximately HK$306 billion and the market value of the property interests of
approximately HK$246 billion.

Based on the above calculation, which in particular takes into account CKH Holdings
Group’s approximately 49.97% interest in the SOTP Value of the Group as shown in the
section headed “III.D. Sum-of-the-parts analysis of the Group” as opposed to market price
value, the SOTP Value of the CKH Holdings Group is approximately HK$559 billion. This
represents an SOTP Value per CKH Holdings Share of approximately HK$241.

G. Evaluation of the Hutchison Share Exchange Ratio by reference to contributions
1. By way of profits and net assets

As discussed in the section headed “III.B.3. Merger Precedents”, in addition to market
prices, other factors have been taken into account in establishing the terms of the Merger
Precedents. The Hutchison Share Exchange Ratio has been determined based solely on
market prices. However, it may be checked by comparing it to the implied exchange ratios
based on relative contributions to various factors, including financial information contained
in the audited financial statements of the Company and Cheung Kong.

Some possible metrics, for example, as regards revenue, are not practicable to apply in
this case. The different nature of the businesses, and the fact that the Company’s revenue is
not consolidated into Cheung Kong’s, means that the revenue of the Company
(approximately HK$272.2 billion for the year ended 31 December 2014) is over 11 times
Cheung Kong’s (approximately HK$24.3 billion for the same year, excluding share of
property sales of joint ventures). We have selected profits and net assets to be two suitable
bases for calculating implied exchange ratios.
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Set out below is a comparison of the relative contributions to attributable profits and
net assets by the CKH Holdings Shareholders and the Scheme Shareholders, and the
exchange ratios which they imply. The results are compared to the Hutchison Share
Exchange Ratio and the percentage shareholdings in CKH Holdings and CK Property which
will be allotted to CKH Holdings Shareholders and to the Scheme Shareholders (other than
the Non-Qualifying Overseas Shareholders) under the Scheme (the “Shareholding
Proportions™), being approximately 61.3% and 38.7% respectively:

Implied
exchange
ratio
CKH Holdings Shareholders Scheme Shareholders (Note 1)
HKS$ million Contribution HKS$ million Contribution
(Note 2)
1. Profits attributable to shareholders (Note 3)
- For the year ended 31 December 2013 (audited 35,260 69.4% 15,567 30.6% 0.479
earnings) (HK$15.22 per (HK$7.30 per (B/A)
share — “A”) share - “B”)
- For the year ended 31 December 2014 (audited 53,869 61.6% 33,601 38.4% 0.677
earnings) (HK$23.26 per (HK$15.75 per (DIC)
share - “C”) share - “D”)
- For the year ended 31 December 2013 (recurring 33,418 68.3% 15,525 31.7% 0.504
earnings) (Note 4) (HK$ 14.43 per (HK$7.28 per (FIE)
share - “E”) share — “F”)
- For the year ended 31 December 2014 (recurring 31,294 66.1% 16,015 33.9% 0.556
earnings) (Note 4) (HK$13.51 per (HK$7.51 per (H/G)
share - “G”) share - “H”)
2. Net assets attributable to shareholders (Note 3)
- As at 30 June 2014 378,575 64.3% 209,935 35.7% 0.602
(HK$163.45 (HK$98.41 per am
per share - “1”) share - “J”)
- As at 31 December 2014 394,145 64.9% 213,438 35.1% 0.588
(HK$170.17 (HK$100.06 (L/K)
per share — per share —
K) )
3. Reassessed net assets
— As at 31 December 2014 with valuations as at 28 463,021 66.6% 231,941 33.4% 0.544
February 2015 (HK$199.91 (HK$108.73 (O/M)
per share — per share —
“M”) (Note 5) “0”) (Note 5)

Range of implied exchange ratios 0.479 to
0.677

Hutchison Share Exchange Ratio 0.684
Shareholding Proportions (Note 6) 61.3% 38.7%
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Notes:

(1) Being the quotient of the Scheme Shareholders’ contribution (in dollar terms, divided by 2,133,168,007,
being the number of Scheme Shares) and the CKH Holdings Shareholders’ contribution (in dollar terms,
divided by 2,316,164,338, being the total number of CKH Holdings Shares outstanding, as at the Latest
Practicable Date)

(2)  Attributable to the Scheme Shareholders, being approximately 50.03% of the respective totals, as only the
Scheme Shareholders would receive CKH Holdings Shares according to the Hutchison Share Exchange
Ratio

(3)  Financial information was extracted from the relevant annual and interim reports/results announcements of
the Company and Cheung Kong

(4)  For the Company, recurring earnings are the profits attributable to ordinary Shareholders before property
revaluation after tax and profits on disposal of investments and others after tax, as disclosed in the annual
results announcement published by the Company on 26 February 2015. For Cheung Kong, recurring
earnings is the sum of the profit attributable to Cheung Kong Shareholders (before investment property
revaluation, share of results of the Company, and share of associate’s gain on separate listing of Hong
Kong electricity business) and the attributable interest of approximately 49.97% of the recurring earnings
of the Company

(5)  Based on the Hutchison Reassessed NAV and the Cheung Kong Reassessed NAV, respectively

(6)  Excluding the approximately 84.4 million new CKH Holdings Shares to be issued to the Li Family Interests
in respect of the Husky Share Exchange

The implied exchange ratio based on 2014 recurring earnings is 0.556. Based on
audited earnings, the figure is 0.677. This difference is principally due to the relatively
larger impact on the Group of property revaluation gains and the share of gain to
Shareholders of approximately HK$16.1 billion arising from Power Assets’ separate listing
of its Hong Kong electricity business.

All the above implied exchange ratios are below 0.684. Similarly all the Scheme
Shareholders’ contributions to net assets and earnings are below 38.7%, their attributable
shareholding proportion in CKH Holdings on completion of the Scheme. This means that the
Disinterested Shareholders would have tended to fare worse, as regards merger terms, if
these factors had been taken into account in addition to market prices.

We have adopted two bases for 2013 and 2014 earnings, one being the audited earnings
attributable to ordinary shareholders, and the other being the audited figure Iless
non-recurring items. Based on earnings, the range of implied exchange ratios is 0.479 to
0.677 as compared to the Hutchison Share Exchange Ratio of 0.684. The contributions
attributable to the Scheme Shareholders range from 30.6% to 38.4%, less than the
Shareholding Proportion of the Scheme Shareholders of 38.7%. It also follows from this
analysis that the Disinterested Shareholders will improve their attributable earnings per share
following completion of the Hutchison Proposal.

We have also adopted two bases for net assets, one being book net assets and the other

based on the Hutchison Reassessed NAV and the Cheung Kong Reassessed NAV. Based on
net assets, the range of implied exchange ratios is 0.544 to 0.602 and the contributions range
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from 33.4% to 35.7%. It also follows from this analysis that the Disinterested Shareholders
will improve their attributable net assets per share following completion of the Hutchison
Proposal.

2. By way of sum-of-the-parts

Although not mentioned in the Merger Precedents, a sum-of-the-parts analysis has
frequently been used by research analysts covering the Company and Cheung Kong/CKH
Holdings. Consequently, we consider it appropriate to make a further check by reference to
contribution to SOTP Values. A summary of our calculation of the SOTP Value of each of
the Group and CKH Holdings Group, and the implied exchange ratio, is set out below:

HK$
Per share SOTP Value of the Group (see section D above) 144 A
Per share SOTP Value of the CKH Holdings Group (see section F
above) 241 B
Implied exchange ratio based on SOTP Values 0.60| A/B

The implied exchange ratio based on our analysis of SOTP Values is 0.60 which is
approximately 12.3% below the Hutchison Share Exchange Ratio of 0.684. On this basis, if
SOTP Values had been taken into account, the result would have tended to be less
favourable to the Disinterested Shareholders.
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3. Survey of analyst reports

Both the Company and CKH Holdings are constituents of the HSI and are widely
followed by research houses. As a control on our SOTP calculation, on a best endeavours
basis, we have obtained recent research reports on the Company and Cheung Kong/CKH
Holdings issued by the top 20 global research firms, as ranked by the Institutional Investor
Magazine for the year 2014. The SOTP Values of those research reports which provide
breakdowns of SOTP Values of the Company or Cheung Kong/CKH Holdings are
summarised as follows:

Following the
2014 annual

Prior to the results
Announcement announcements
HKS$ per share HKS$ per share
(Note 2) (Note 3)
Analysts’ SOTP Values of the Group
— Maximum 153.7 152.4
— Minimum 129.3 135.0
— Average 139.1 1434 A
Analysts” SOTP Values of the Cheung Kong Group/
CKH Holdings Group
- Maximum 225.6 230.4
— Minimum 175.9 186.8
— Average 196.9 201.0 B
Implied average exchange ratio 0.706 0.713 A/B
— Maximum 0.874 0.816
— Minimum 0.573 0.586

Notes:

(1) The above table includes all research reports that we have obtained, on a best endeavours basis, from the
top 20 global research firms as ranked by the Institutional Investor Magazine for the year 2014, which (i)
cover the Company or Cheung Kong/CKH Holdings, (ii) provide SOTP Value breakdowns for either the
Company or Cheung Kong/CKH Holdings and (iii) represent the most recent report from the same research
house containing SOTP Value breakdowns, if a research house has produced more than one relevant report
during the relevant period. Reports issued in the period after the publication of the Announcement and the
day prior to the publication of the 2014 annual results announcements of the Company and Cheung Kong
are not included in this analysis due to a majority of such reports focussing on the Proposals and the two
new companies, CKH Holdings and CK Property. Each of the Company and CKH Holdings has confirmed
that all research reports the Company and CKH Holdings, respectively, have available since 31 July 2014
for either the Company and/or Cheung Kong/CKH Holdings up to and including the Latest Practicable
Date have been forwarded to Somerley. They have been included in this analysis if they fall within the
scope

(2)  Includes 16 reports (of which 9 reports covered the Company and 7 reports covered Cheung Kong) which
are dated after the publication of the Company’s interim results announcement for the six month period
ended 30 June 2014 on 31 July 2014 and dated before the Announcement, so as to capture the most recent
financial results available prior to the Announcement
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(3)  Includes 10 reports (of which 6 reports covered the Company and 4 reports covered Cheung Kong) which
(i) contain SOTP Value breakdowns for either the Company or Cheung Kong/CKH Holdings and (ii) are
dated after the publication of the Company’s and Cheung Kong’s annual results announcements for the
financial year ended 31 December 2014 on 26 February 2015

The Hutchison Share Exchange Ratio is slightly below the implied average exchange
ratios but within the middle third of the range as a whole. Our estimate of the SOTP Value
of the CKH Holdings Group is higher than the maximum of the analysts’ SOTP Values of
the Cheung Kong Group/CKH Holdings Group. When calculating the SOTP Value of
Cheung Kong/CKH Holdings Group, most reports use the market or target price of the
Shares to value the Company, rather than a separately calculated SOTP Value of the Group.
In addition, more recent property valuations are now available (as set out in Appendix VIII
of the Scheme Document). We believe these are the main reasons why the analysts’ SOTP
Values for Cheung Kong/CKH Holdings Group are somewhat lower than our figure.

Based on analysts’ averages prior to the Announcement, the SOTP Value of the Group
is approximately HK$139.1 per share and the SOTP Value of the Cheung Kong Group is
approximately HK$196.9 per share, which implies an average exchange ratio of 0.706,
approximately 3.2% higher than the Hutchison Share Exchange Ratio of 0.684. The implied
minimum and maximum exchange ratio based on analyst reports is 0.573 and 0.874
respectively. Based on analysts’ surveys following the 2014 annual results announcements of
the Company and Cheung Kong, the average exchange ratio is 0.713, approximately 4.2%
above the Hutchison Share Exchange Ratio, with an implied minimum and maximum share
exchange ratio of 0.586 and 0.816 respectively. A wide range is expected because of the
different bases and assumptions adopted in each analyst report. In addition, analysts who
follow the Company may not follow Cheung Kong/CKH Holdings, as the two groups are
normally placed in different industry sectors. Consequently, in valuing the Cheung Kong
Group/CKH Holdings Group, analysts may use a different valuation for the Company than
the values ascribed to the Company by analysts following the Company.

H. Information on the Resulting CKH Holdings Group and CK Property
1. Resulting CKH Holdings Group

Appendix VI of the Scheme Document sets out, for illustrative purposes only, the
unaudited pro forma financial information of the Resulting CKH Holdings Group, which
illustrates the effect of the Merger Proposal and the Spin-off Proposal. The Resulting CKH
Holdings Group will not hold the Combined Property Businesses, and as a result its pro
forma financial information does not include the financial information on the Combined
Property Businesses. The pro forma financial information on the Resulting CKH Holdings
Group should be read in conjunction with the audited consolidated financial statements of
the Cheung Kong Group and of Group for the year ended 31 December 2014 as set out in
Appendices III and V respectively, of the Scheme Document and other financial information
elsewhere in the Scheme Document and this letter.
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Financial Position

On a pro forma basis, the Resulting CKH Holdings Group had total assets of
approximately HK$1,029.7 billion as at 31 December 2014, and pro forma net tangible
assets attributable to ordinary shareholders of CKH Holdings of approximately HK$119.4
billion, equivalent to approximately HK$31 per share.

The pro forma balance sheet of the Resulting CKH Holdings Group has been arrived at
after adjusting the consolidated statements of financial position as at 31 December 2014 of
the Company and Cheung Kong for pro forma items, including the following:

e A share premium has been credited to the account of CKH Holdings upon
completion of the Cheung Kong Reorganisation;

° New CKH Holdings Shares will be issued pursuant to the Husky Share Exchange
and the Hutchison Proposal;

e Identifiable assets and liabilities of the Hutchison Group will be adjusted under
acquisition accounting at fair values estimated by the directors;

° The Spin-off Proposal results in the exclusion of the Combined Property
Businesses at fair values and the inclusion of cash of HK$55 billion to be paid by
CK Property Group to the Resulting CKH Holdings Group; and

e  Upon completion of the Hutchison Proposal, Northumbrian Water and Park’N Fly
will become subsidiaries and will be consolidated in the financial statements of
the Resulting CKH Holdings Group, while AVR, AGN and WWU will be
accounted for as joint ventures using the equity method of accounting.

Income Statement

As is the case for the pro forma consolidated balance sheet, the pro forma consolidated
income statement of the Resulting CKH Holdings Group has been arrived at after taking into
account certain pro forma adjustments, resulting from the completion of the Hutchison
Proposals and the Spin-off Proposal. For the year ended 31 December 2014, the Resulting
CKH Holdings Group had, on a pro forma basis, revenue and profit attributable to ordinary
shareholders of approximately HK$275.7 billion and HK$105.6 billion respectively. The
recurring profit attributable to ordinary shareholders is a lower figure of approximately
HK$31.2 billion, due to the one-off profits on disposal of investments and others.

2.  CK Property

Appendix X of the Scheme Document sets out, for illustrative purposes only, the
unaudited pro forma financial information of the CK Property Group. The pro forma
financial information of the CK Property Group should be read in conjunction with the
accountants’ reports on the Cheung Kong Property Group and the Hutchison Property Group,
as set out in Appendices IXA and IXB respectively, of the Scheme Document.
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Differences in measurement bases of the Spin-off Proposal by CKH Holdings and CK
Property limit the comparability of the unaudited pro forma financial information of CK
Property and the Resulting CKH Holdings Group. The pro forma adjustment column
“Spin-off Proposal” should not be interpreted as being a proxy for the pro forma financial
statements of CK Property, due to differences in measurement bases. For example, properties
under and for development are being adjusted to fair value as at 28 February 2015 in the
unaudited pro forma financial information of the Resulting CKH Holdings Group, but are
stated at their carrying amount at cost as at 31 December 2014 in the unaudited pro forma
financial information of the CK Property Group. Details of the differences in measurement
bases are set out in Appendix X of the Scheme Document.

Financial Position

On a pro forma basis, the CK Property Group had total and net assets of approximately
HK$416.0 billion and HK$226.6 billion respectively, as at 31 December 2014. The pro
forma combined statement of assets and liabilities of the CK Property Group has been
arrived at after adjusting the combined statements of financial position as at 31 December
2014 of the Cheung Kong Property Group and the Hutchison Property Group for certain pro
forma items, including (i) the consolidation of certain joint ventures that were previously
equity accounted for becoming subsidiaries upon the Listing and (ii) the adjustments for Hui
Xian REIT becoming an associate of the CK Property Group upon the listing of CK
Property Shares on the Main Board.

Income Statement

As is the case for the pro forma combined statements of assets and liabilities, the pro
forma consolidated income statement of the CK Property Group has been arrived at after
taking into account certain adjustments. For the year ended 31 December 2014, the CK
Property Group had, on a pro forma basis, recorded revenue and profit attributable to
shareholders of approximately HK$46.6 billion and HK$53.0 billion respectively.

I. The Husky Share Exchange
1. Background to and reasons for the Husky Share Exchange

As stated in the section headed “III.A. Objectives and benefits of the Merger Proposal
and the Spin-off Proposal”, the Merger Proposal and the Spin-off Proposal are
inter-conditional. The Husky Share Exchange forms part of the Merger Proposal and as such
the reasons and benefits outlined above apply to the Husky Share Exchange also.

The Group has invested in Husky since 1987. Upon the Husky Share Exchange
Completion, the Group’s interest in Husky will increase from approximately 34.0% to
approximately 40.2%, and the Group will replace the Trust to become the largest shareholder
of Husky. The Trust’s interests in Husky will be reduced from approximately 35.6% to
approximately 29.3%.
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The transfer of approximately 6.24% of Husky Shares in issue will result in the Trust
receiving approximately 84.4 million new CKH Holdings Shares as consideration. At the
reference price of HK$129.06 per CKH Holdings Share and at the closing market price of
CKH Holdings Shares and the relevant exchange rate as at the Latest Practicable Date, the
cost of the Husky Sale Shares will be approximately HK$10.9 billion and approximately
HK$13.3 billion respectively. This is equivalent to CAD27.01 and CAD34.91 per Husky
Share respectively. Including the approximately 84.4 million new CKH Holdings Shares, on
completion of the Proposals, the Li Family Interests will hold approximately 30.1% of each
of CKH Holdings and CK Property, and thus of both CKH Holdings and CK Property.

The Husky Share Exchange Ratio of 1.376 was determined based on the average
closing prices of the Cheung Kong Shares on the Stock Exchange for the five trading days
up to (and including) 7 January 2015 and the Husky Shares on the Toronto Stock Exchange
for the five trading days up to (and including) 6 January 2015, of approximately HK$129.06
and approximately CAD27.01 (the “Husky S5-Day Average Share Price”) respectively,
without any premium or discount. This is a similar basis as for the determination of the
Hutchison Share Exchange Ratio.

2. Financial information on Husky

(a) Financial performance

The following table sets out details of the consolidated income statement of Husky for
the three years ended 31 December 2014, as extracted and summarised from Husky’s annual

reports:

For the year ended 31 December

2012 2013 2014

Notes  CAD million  CAD million CAD million

(Audited) (Audited) (Audited)

Revenue, net of royalties (i) 22,255 23,317 24,092

Costs and expenses (19,275) (20,582) (22,158)

Earnings from operating activities 2,980 2,735 1,934

Non-operating expenses and net

finance costs (144) (107) (150)

Earnings before income tax 2,836 2,628 1,784

Taxes (814) (799) (526)
Net earnings to the shareholders of

Husky (ii) 2,022 1,829 1,258

Earnings per Husky Share (CAD) 2.06 1.85 1.26
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(i) Revenue

Revenue is generated mainly from Husky’s five core business segments under the two
main business streams. These segments are (i) exploration and production and (ii)
infrastructure and marketing for Husky’s upstream business, and (i) upgrading, (ii) Canadian
refined products and (iii) U.S. refining and marketing for Husky’s downstream business.

Under the upstream business, exploration and production (mainly the drilling of crude
oil, liquids-rich gas resources plays and heavy oil) constituted the largest part of Husky’s
upstream business and represented approximately 68.0%, 72.6% and 77.0% of Husky’s
upstream business revenue in 2012, 2013 and 2014 respectively. Infrastructure and marketing
is mainly comprised of revenue from the extension projects of pipeline systems in order to
increase pipeline connectivity to accommodate production at Husky’s exploration projects.

Under the downstream business, United States refining and marketing (mainly sales of
refined crude oil products in the United States) constituted the most significant part of
Husky’s downstream business and generated around 62.0%, 65.1% and 63.1% of Husky’s
downstream business revenue in 2012, 2013 and 2014 respectively. The upgrading segment
includes the processing of heavy sour crude oil into high value synthetic crude oil and low
sulphur distillates while the Canadian refined products segment mainly represented sales of
diesel fuel wholesale to construction sites and other selected outlets.

(ii) Net earnings to the shareholders of Husky

Net earnings to the shareholders of Husky decreased by approximately 9.5% from
approximately CAD2,022 million in 2012 to approximately CAD1,829 million in 2013, and
further decreased by approximately 31.2% to CAD1,258 million in 2014, despite an increase
in revenue during the same period. Apart from the lower realised crude oil price due to the
drop in international crude oil prices during the second half of 2014, the reduction of net
earnings in 2014 of approximately CAD571 million is primarily due to (i) the increase in
one-off after-tax impairment of conventional natural gas assets located in Western Canada, in
an amount of approximately CAD622 million in 2014 (as compared with approximately
CAD204 million in 2013), resulting from the decline in estimated short and long term crude
oil and natural gas prices, and (ii) an after tax inventory write-down of approximately
CAD135 million.
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(b) Financial position

The following table sets out the consolidated financial position of Husky as at 31
December 2013 and 31 December 2014, as extracted and summarised from Husky’s annual
reports:

As at As at

31 December 31 December

2013 2014

CAD million CAD million

(Audited) (Audited)

Property, plant and equipment, net 29,750 31,987
Other non-current assets 2,237 2,366
Total non-current assets 31,987 34,353
Total current assets 4,917 4,495
Total assets 36,904 38,848
Short term and long term debts 4,119 5,292
Deferred tax liabilities 4,942 4,814
Asset retirement obligations 2,918 3,065
Other liabilities 4,847 5,102
Total liabilities 16,826 18,273
Total shareholder’s equity 20,078 20,575
Net asset value per Husky Share (CAD) 20.42 20.92

(i) Assets

As at 31 December 2014, property, plant and equipment, which comprised mainly oil
and gas related properties and refineries, accounted for approximately 82.3% of Husky’s
total assets. The increment in 2014 is mainly attributable to purchases of properties for more
production in 2014. Other assets of Husky include inventories (which mainly represent crude
oil, natural gas and refined petroleum products), accounts receivable, exploration and
evaluation assets and cash and cash equivalents.

(ii) Liabilities

As at 31 December 2014, Husky had total liabilities of approximately CAD18,273
million, which mainly comprised (i) short term and long term debts of approximately
CADS5,292 million; (ii) deferred tax liabilities of approximately CAD4,814 million, which
relate to exploration and evaluation assets and property, plant and equipment; and (iii) asset
retirement obligations of approximately CAD3,065 million, representing an estimate of
future payments for reinstatements.
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As at 31 December 2013 and 2014, Husky’s debt to capital employed (defined as total
debt divided by total debt and shareholders’ equity) was approximately 17.0% and 20.0%
respectively, which we consider prudent.

3.  Evaluation of the Husky Share Exchange Ratio by reference to market price

In the paragraphs below we set out the Husky Share price and trading volume of
Husky over a period of 180 trading days (about 9 calendar months). We also set out the
effect of using different periods other than the simple average of 5-day closing prices to
calculate the Husky Share Exchange Ratio.

(a) Analysis of share price performance and trading liquidity
Share price analysis

The share price chart below illustrates the daily closing price of the Husky Shares
quoted on the Toronto Stock Exchange during the Share Review Period:

CAD per Husky Share
40

38
5 trading days up to

6 January 2015

36

34

32

30

28

26 CAD27.01 - average of 5 trading days up to

6 January 2015
24
Announcement

22

20
17-Apr-14  17-May-14  17-Jun-14  17-Jul-14  17-Aug-14 17-Sep -14 17-Oct-14 17-Nov-14 17-Dec-14 17-Jan-15 17-Feb-15 17-Mar-15

Husky == == Basis for Husky Share Exchange Ratio
Source: Bloomberg

As illustrated in the above chart, the prices of the Husky Shares were generally stable
at the beginning of the Share Review Period, before exhibiting a downward trend from June
2014. As with other companies active in the global oil and gas sector, Husky’s share price
may have been impacted by the changes in the price level of crude oil. The price per Husky
Share dropped from CAD36.93 on 13 June 2014, the high during the Share Review Period,
to CAD21.92 on 11 December 2014, the low during the Share Review Period. The Husky
Shares recovered to CAD25.81 on 17 December 2014 following an announcement by Husky
regarding its business plan, including capital spending and production guidance, for 2015.
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Following the Announcement, the price rose by approximately 1.7% from CAD25.45
on 8§ January 2015 (last trading day before the Announcement) to CAD25.89 on 9 January
2015 (being the next trading day immediately after the Announcement). Since then, the
Husky Shares broadly moved upwards, to CAD29.35 on 13 February 2015, following which
they exhibited a general downward trend, closing at CAD25.73 on 26 March 2015, being the
day prior to the Latest Practicable Date.

Trading volume of the Husky Shares

The table below sets out the total number of Husky Shares traded per month, the
percentage of the monthly trading volume to the issued share capital of Husky and the
percentage of the monthly trading volume to Husky Shares held by the public respectively,
during the Share Review Period:

Approximate %
of total monthly Approximate %

Total monthly trading volume of total monthly
trading volume to the total trading volume
of the Husky issued Husky to the public
Shares Shares float
2014
April 39,681,233 4.0% 13.3%
May 20,914,985 2.1% 7.0%
June 35,577,582 3.6% 11.9%
July 30,606,563 3.1% 10.2%
August 28,243,795 2.9% 9.4%
September 37,952,334 3.9% 12.7%
October 49,529,055 5.0% 16.6%
November 53,786,014 5.5% 18.0%
December 62,120,501 6.3% 20.8%
2015
January 37,248,297 3.8% 12.4%
February 59,564,459 6.1% 19.9%
From 1 March to the Latest
Practicable Date 30,825,015 3.1% 10.3%

Source: Bloomberg and the Company

As shown in the above table, the trading volumes ranged from approximately 2.1% to
6.3% of the total issued Husky Shares, and from approximately 7.0% to 20.8% of the issued
Husky Shares constituting the public float of Husky. The highest monthly trading volume of
Husky Shares was approximately 62.1 million in December 2014 and the lowest monthly
trading volume was approximately 20.9 million in May 2014. On this basis, we consider the
Husky Shares have been actively traded during the Share Review Period.
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For the share price performance and trading volume of Cheung Kong/CKH Holdings
during the same period, please see the section headed “III.B.1. Analysis of share price
performance and trading liquidity”.

(b) Evaluation of the Husky Share Exchange Ratio based on the share prices of
Husky and Cheung Kong/CKH Holdings

(i) Before the Announcement
Set out below are exchange ratios based on the average closing prices and the VWAP
of the share prices of each of the Husky Shares and the Cheung Kong Shares for a varying

number of trading days prior to the Announcement. All figures are approximations:

Exchange ratios based on

Number of trading days prior and up to 6/7 January average VWAP
2015 (Note 2) closing prices (Note 1)
(HK$) (HKS$)
5 trading days (Husky Share Exchange Ratio) 1.376
10 trading days 1.379 1.389
20 trading days 1.268 1.253
30 trading days 1.238 1.225
60 trading days 1.281 1.272
90 trading days 1.362 1.337
180 trading days 1.512 1.454
Notes:

(1)  The VWAP is based on the respective sum of the daily turnover of the shares (based on the respective
closing price) divided by the respective sum of the daily trading volume of the shares

(2)  For Husky Shares, being the trading days up to (and including) 6 January 2015. For Cheung Kong Shares,
being the trading days up to (and including) 7 January 2015. The implied exchange ratios have been
arrived at by using the Specified Currency Exchange Rate

The exchange ratios based on simple averages are between 1.238 and 1.512 and based
on VWAP are between 1.225 and 1.454. A period of 10 trading days results in a slightly
higher exchange ratio (i.e. less favourable to the Company), whereas periods of 20, 30, 60
or 90 trading days result in more favourable ratios. On a 180 trading day basis, the ratio
becomes less favourable again. Overall, the Husky Share Exchange Ratio of 1.376 is close
to the mid-point of the ranges.
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(ii) As at the Latest Practicable Date

As at the Latest Practicable Date, CKH Holdings Shares closed at HK$157.30.
Applying the foreign exchange rates at the same date and the share exchange ratio of 1.376,
the price for Husky Shares is equivalent to approximately CAD34.91 per Husky Share (the
“Husky Implied LPD Price”). This is an increase of 29.2% over the Husky 5-Day Average
Share Price of CAD27.01. It is also a 35.7% premium over the closing price of Husky
Shares on the Latest Practicable Date of CAD25.73, whereas on 8 January 2015 (the last
trading day before the Announcement) Husky Shares closed at CAD25.45.

The main reason for the change in the effective price of acquisition of the Husky
Shares is the increase in price of the CKH Holdings Shares since the Announcement, as
detailed below. The Canadian dollar has in the meantime weakened against the US dollar.
The closing price of the Husky Shares on the Latest Practicable Date is lower than the
Husky 5-Day Average Share Price.

The principal reason, in our view, for the strength of the CKH Holdings Shares is the
benefits of the Proposals as discussed above. The Husky Share Exchange is an integral part
of the Merger Proposal. Consequently, an effective increase in the cost of the Husky Shares
primarily due to the positive reception of the Proposals is, in our view, an acceptable
concomitant of the Proposals. If the CKH Holdings Shares had declined, the effective cost
of the Husky Shares would have been less, but this would not have been a benefit to
Scheme Shareholders receiving CKH Holdings Shares under the Scheme.
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4.  Peer comparison

The Husky Sale Shares represent approximately 6.24% of the total issued share capital
of Husky and we have therefore assessed the Husky Share Exchange as an acquisition rather
than a merger, viewed in light of the Proposals. We have performed a search of comparable
Toronto listed energy companies, and have identified four such companies (the
“Comparable Companies”), as follows:

5 trading days average up to (and

including) 6 January 2015 Latest Practicable Date (Note 4)
Adjusted Price to
Consolidated consolidated Market earnings Price to book Market
Name of company NAV  net earnings capitalisation (“P/E”) ratio (“P/B”) ratio capitalisation P/E ratio P/B ratio
(CAD million) (CAD million) (CAD million) (times) (times) (CAD million) (times) (times)
(B) (C) (A) (A/C) (A/B) (D) (D/IC) (D/B)
(Note 2) (Note 3)
Suncor Energy Inc. (stock code:

SU) 41,603.0 3,887.0 52.827.6 13.6 1.3 52,7191.6 13.6 1.3
Imperial Oil Limited

(stock code: IMO) 22,530.0 3,307.0 41,661.2 12,6 1.8 43,1343 13.0 1.9
Canadian Natural Resources

Limited

(stock code: CNQ) 28,891.0 3,792.0 38,1333 10.1 13 42,695.8 113 15
Cenovus Energy Inc.

(stock code: CVE) 10,186.0 1,437.0 179243 12.5 1.8 17,364.1 12.1 1.7
Mean 122 1.6 12.5 1.6
Median 12,6 1.6 12,6 1.6
Maximum 13.6 1.8 13.6 1.9
Minimum 10.1 13 113 13
Husky (as implied by the Husky

Implied LPD Price of

CAD34.91) 20,041.0 2,015.0 34,345.9 17.0 17
Husky (as implied by the Husky

5-Day Average Share Price of

CAD 27.01) 20,0410 2,015.0 26,5724 132 13

Source: Company filings, Bloomberg, Toronto Stock Exchange
Notes:

(1)  We consider the list of Comparable Companies presented above to be an exhaustive list according to our
research on Bloomberg based on the criteria that (i) they are principally engaged in the exploration and
upgrading/refining of oil and natural gas related products and (ii) have with market capitalisations of
50.0% to 200.0% of the market capitalisation of Husky, based on the average closing prices of the relevant
shares on the Toronto Stock Exchange for the five trading days up to (and including) 6 January 2015

(2)  The consolidated NAV attributable to the ordinary shareholders for each of Husky and the Comparable
Companies has been extracted from the latest published financial statements

(3)  The consolidated net earnings for each of Husky and the Comparable Companies have been extracted from

the latest published annual financial statements and adjusted for impairments, write-down of inventories
and other non-recurring items
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(4)  For the Comparable Companies, being 26 March 2015, the day prior to the Latest Practicable Date

As shown above, the P/E ratio of the Comparable Companies based on 5 trading days
average ranged from approximately 10.1 times to 13.6 times, with a mean and median of
12.2 times and 12.6 times respectively. The P/E ratio of Husky as represented by the Husky
5-Day Average Share Price of approximately 13.2 times is higher than the mean and median,
but within the range. The P/B ratio of the Comparable Companies based on 5 trading days
average ranged from approximately 1.3 times to 1.8 times, with a mean and median of 1.6
times and 1.6 times respectively. The P/B ratio of Husky of approximately 1.3 times is the
same as the minimum of the Comparable Companies.

When the P/E and P/B ratios as implied by the Husky Implied LPD Price are compared
with those of the Comparable Companies as implied as at the Latest Practicable Date, the
implied P/E ratio of 17.0 times is above the maximum of 13.6 times, while the implied P/B
ratio of 1.7 times is close to the median of 1.6 times and within the range. The relatively
higher P/E and P/B ratios as implied by the Husky Implied LPD Price are, in our view,
principally due to the increase in price of the CKH Holdings Shares since the
Announcement. As indicated in the section headed “I.3(b) Evaluation of the Husky Share
Exchange Ratio based on the share prices of Husky and Cheung Kong”, the effective
increase in the cost of the Husky Shares is primarily due to the positive reception of the
Proposals as reflected by the increase in CKH Holdings Share price and is, in our view, an
acceptable concomitant of the Proposals.

IV. CORPORATE OUTLOOK
1.  Future prospects

The Li Family Interests will hold approximately 30.1% of the issued share capitals of
both CKH Holdings and CK Property, and the Li family will continue to chair and lead the
management of both companies.

Please make reference to the 2014 annual results of the Company and Cheung Kong, as
published on 26 February 2015, regarding prospects for 2015, and the section headed “ 9.
Information on the CKH Holdings Group and the Offeror — Financial and Trading Prospects
of the CKH Holdings Group” of the Explanatory Statement regarding prospects for the
Resulting CKH Holdings Group, as well as Appendix VII of the Scheme Document
regarding information on the CK Property Group.

CKH Holdings intends to continue with the business of the Group (being the CKH
Holdings’ and the Group’s existing businesses, other than the Combined Property Businesses
which will be held by CK Property pursuant to the Property Businesses Combination) and
has no intention to introduce any major changes to the business of the Group or to redeploy
any fixed assets of the Group. CKH Holdings has no intention to discontinue the
employment of any of the management or employees of the Group.
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2. Directors

Following completion of the Spin-off Proposal, it is proposed that the boards of
directors of CKH Holdings and CK Property will include the following executive directors:

CKH Holdings CK Property
Mr. Li Ka—shing (Chairman) M Mr. Li Ka—shing (Chairman) M
Mr. Li Tzar Kuoi, Victor Mr. Li Tzar Kuoi, Victor
(Deputy Chairman and Group Co-Managing Director)(l)(z) (Managing Director and Deputy Chairman) O
Mr. Fok Kin Ning, Canning Mr. Kam Hing Lam
(Group Co-Managing Director) M (Deputy Managing Director) M@
Mrs. Chow Woo Mo Fong, Susan Mr. Ip Tak Chuen, Edmond
(Group Deputy Managing Director) M (Deputy Managing Director) @
Mr. Frank John Sixt Mr. Chung Sun Keung, Davy
(Group Finance Director and Mr. Chiu Kwok Hung, Justin @
Deputy Managing Director) M Mr. Chow Wai Kam
Mr. Ip Tak Chuen, Edmond Ms. Pau Yee Wan, Ezra
(Deputy Managing Director) @ Ms. Woo Chia Ching, Grace @

Mr. Kam Hing Lam
(Deputy Managing Director)
Mr. Lai Kai Ming, Dominic

(1H(2)

(Deputy Managing Director) M
Notes:
(1)  Currently an executive Director

(2)  Currently an executive director of CKH Holdings

Following completion of the Proposals, there will be no overlap in the proposed
independent non-executive directors of the two companies. Each of CKH Holdings and CK
Property will operate independently from each other.

3. Credit ratings

The Merger Proposal and the Spin-off Proposal, collectively, result in certain financial
creditors being entitled to require the repayment or mandatory pre-payment of certain
indebtedness of the CKH Holdings Group and the Group. The relevant companies have
available sufficient resources to effect any such repayment or pre-payment. The Merger
Proposal and the Spin-off Proposal, collectively, are therefore not expected to have any
adverse effect on the CKH Holdings Group, the Group or their respective creditors. In
addition, CKH Holdings will, following completion of the Merger Proposal and the Spin-off
Proposal, guarantee the existing indebtedness of the CKH Holdings Group and the Group
which is guaranteed by Cheung Kong or the Company, including all outstanding bonds and
capital securities issued by members of the CKH Holdings Group and the Group and
guaranteed by Cheung Kong or the Company. Following completion of the Merger Proposal
and the Spin-off Proposal, subject to the confirmation of credit rating agencies, both CKH
Holdings and CK Property are expected to obtain and maintain strong investment grade
ratings consistent with the Company’s current investment grade ratings.

— 75 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

4. Dividends

Both the Company and Cheung Kong are companies incorporated in Hong Kong. CKH
Holdings and CK Property are companies incorporated in the Cayman Islands. Under the
Companies Ordinance, a Hong Kong company may only make distributions to shareholders
out of its profits available for distribution. For the financial year ended 31 December 2014,
the Company and Cheung Kong had pay-out ratios of 15.3% and 15.7% (excluding the 2014
special dividend for each of the Company and Cheung Kong) respectively, which we
consider somewhat low. By contrast, the Cayman Companies Law permits a Cayman Islands
company to make distributions out of profits and, subject to a solvency test and any
provisions of the company’s memorandum and articles, out of the share premium account.
The amount that was created to the share premium account of CKH Holdings upon
completion of the Cheung Kong Reorganisation was approximately HK$331.7 billion, based
on assumptions as noted in the section headed “Reason for the Reorganisation Proposal” of
the Letter from the Board in the document relating to the Cheung Kong Reorganisation
published by Cheung Kong on 6 February 2015. Consequently, CKH Holdings and CK
Property will have greater financial flexibility to make distributions to shareholders than
Cheung Kong and the Company.

The Company has declared a second interim dividend of HK$1.755 per Share in lieu of
a final dividend in respect of the financial year of 2014 based on its results for 2014,
payable on 15 April 2015, which is earlier than the usual payment date for the final
dividends paid by the Company in recent years.

For the financial year of 2015, if the Merger Proposal and the Spin-off Proposal have
become effective, an interim dividend will be declared by each of CKH Holdings and CK
Property at the time of the announcement of their respective interim results and will take
account of the results of the respective businesses of the CKH Holdings Group and the CK
Property Group from 1 January 2015. Subject to business results for the financial year of
2015, assuming a Shareholder continues to hold both the CKH Holdings Shares and the CK
Property Shares received following completion of the Merger Proposal and the Spin-off
Proposal, it is expected that the combined dividend per share that CKH Holdings and CK
Property will pay in respect of the financial year of 2015 on those shares will be more than
the total dividend per Share of HK$2.415 paid by the Company in respect of the financial
year of 2014 (excluding the 2014 special dividend).

Going forward from the financial year of 2016, each of CKH Holdings and CK
Property will adopt a dividend policy that is consistent with its business profile. Subject to
business conditions and the maintenance of a strong credit profile, each of CKH Holdings
and CK Property expects its dividend policy to result in a higher dividend payout ratio than
for the financial year of 2015.
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V. PROCEDURES AND TIMETABLE TO NOTE

A detailed expected timetable is set out in the Scheme Document. Overseas
Shareholders are referred to the section headed “Information for Overseas Shareholders” of
the Scheme Document.

1. The Court Meeting and the General Meeting

Disinterested Shareholders whose names appear on the register of members of the
Company on 20 April 2015 will be able to vote at the Court Meeting and the General
Meeting, which will be held in direct succession at 2:00 p.m. and 2:30 p.m. on 20 April
2015. Detailed procedures are set out in the Scheme Document.

At the Court Meeting, the Scheme needs to be approved by the Disinterested
Shareholders representing at least 75% of the voting rights of Disinterested Shareholders
present and voting, in person or by proxy, at the Court Meeting. If votes cast against the
Scheme exceed 10% of the disinterested Shares’ voting rights, the Scheme will not proceed.
As explained in the Scheme Document, the so-called “headcount test”, where a majority in
number of the eligible shareholders (voting in person or by proxy) must vote in favour of a
scheme of arrangement, is not applicable in this case, as in the case of a scheme of
arrangement that involves a takeovers offer, Hong Kong incorporated companies are no
longer subject to this test following the new Companies Ordinance having come into effect
on 3 March 2014.

At the General Meeting, the implementation of the Scheme also needs to be approved
by way of a special resolution on which all Shareholders can vote. In addition, the
Disinterested Shareholders will be asked to approve the Husky Share Exchange as a special
deal under Rule 25 of the Takeovers Code.

Completion of the Proposals is also dependent on, among other things, the Independent
CKH Holdings Shareholders approving the Hutchison Proposal and the issue of the CKH
Holdings Shares under the Husky Share Exchange at the CKH Holdings EGM.

2. Timetable for dealings

Dealings in the Shares will be halted from 9:00 a.m. on 20 April 2015 pending the
publication of an announcement of the results of the Court Meeting and the General
Meeting. Dealings in the Shares are expected to resume at 9:00 a.m. on the trading day
following the announcement of those results. Following the Court Hearing on 19 May 2015,
dealings in the Shares on the Stock Exchange are expected to cease at 4:00 p.m. on 26 May
2015. Certificates for the CKH Holdings Shares to be issued pursuant to the Scheme are
expected to be despatched on 2 June 2015. Certificates for the CK Property Shares to be
issued pursuant to the Distribution In Specie are also expected to be despatched on 2 June
2015, with trading commencing at 9:00 a.m. on 3 June 2015. For additional information,
please see the expected timetable in the Scheme Document.
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3. 0dd lots

Due to the Hutchison Share Exchange Ratio of 0.684 and the Company’s board lot of
1,000, shares issued to Scheme Shareholders are likely to include at least one odd lot of
CKH Holdings Shares under the Scheme, and consequently one odd lot of CK Property
Shares under the Spin-off Proposal. Since odd lots of CKH Holdings Shares and CK
Property Shares cannot be traded efficiently on the Stock Exchange, CKH Holdings has
appointed the Odd Lot Traders to match the sale and purchase of odd lots of CKH Holdings
Shares, on a best efforts basis, during the period of 60 days commencing from (and
including) the Effective Date (which is expected to be 3 June 2015). Holders of CKH
Holdings Shares received under the Scheme should note that the successful matching of odd
lots of CKH Holdings Shares and the provision of liquidity referred to above is not
guaranteed. CKH Holdings Shareholders are advised to consult their own professional
advisers if they are in doubt about any of these arrangements. It is intended that similar
arrangements will be put in place in respect of odd lots of CK Property Shares received
pursuant to the Distribution In Specie.

4.  Overseas Shareholders

Disinterested Shareholders who are Overseas Shareholders or Beneficial Owners
residing in jurisdictions other than Hong Kong should make reference to the section headed
“Information for Overseas Shareholders” in the Scheme Document and inform themselves
about and observe all legal and regulatory requirements applicable to them.

VI. DISCUSSION

The Hutchison Proposal — that Scheme Shareholders (other than the Non-Qualifying
Overseas Shareholders) should receive 0.684 CKH Holdings Share for each Scheme Share,
the Husky Share Exchange — the acquisition of approximately 6.24% further Husky Shares,
and the Spin-off Proposal — which involves eligible Scheme Shareholders receiving one CK
Property Share for each CKH Holdings Share, are inter-conditional and, therefore, Scheme
Shareholders (other than Non-Qualifying Overseas Shareholders and Scheme Shareholders
which will be Non-Qualifying CKH Holdings Shareholders) will ultimately receive both
CKH Holdings Shares and CK Property Shares.

(a) Objectives and benefits of the Proposals (sections III.A.1 and 2 above)

The objectives and benefits of the Proposals principally relate to the delineation of the
businesses into property and non-property held by two separate listed companies. We
consider these are specific and substantial benefits.

On completion of the Proposals, the Resulting CKH Holdings Group (see Appendix VI
of the Scheme Document) will look similar to the Group at the moment but without its
property and hotel business and with a strengthened infrastructure, energy and investments
division, and an additional HK$55 billion cash as part of the consideration for the Combined
Property Businesses which will be reorganised to form part of the CK Property Group. CK
Property will be a new entity combining the very substantial investment and development
properties and hotels and serviced suite interests of the two groups (see Appendix VII to the
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Scheme Document for information on the CK Property Group, Appendix VIII for property
valuations and Appendices VI and X for pro forma financial information on the Resulting
CKH Holdings Group and the CK Property Group, respectively).

On first impression, some of these benefits may seem to apply to CKH Holdings
Shareholders or to Scheme Shareholders, but not to both. For example, the elimination of
the holding company discount of CKH Holdings’ stake in the Company may seem to apply
only to CKH Holdings Shareholders, whereas the removal of the layered holding structure
by investing alongside the Trust may seem to apply only to Scheme Shareholders. However,
under the Merger Proposal and the Spin-off Proposal, Scheme Shareholders (other than
Non-Qualifying Overseas Shareholders and Scheme Shareholders which will be
Non-Qualifying CKH Holdings Shareholders) will receive both CKH Holdings Shares and
CK Property Shares. The aggregate value of both these companies is likely to be enhanced
by the benefits of the Proposals. Any factor which increases the worth of either CKH
Holdings or CK Property is a benefit to the Disinterested Shareholders, whether or not it
arises from a factor originally applicable to CKH Holdings or the Company, or both.

(b) Market reaction to the Announcement (section II1.A.3 above)

Immediately following the Announcement, there was an uplift of HK$10.95 per Share
(approximately 12.5%) in the closing price of the Shares on Monday, 12 January 2015
compared to Friday, 9 January 2015. This is equivalent to an aggregate of approximately
HK$23.4 billion attributable to the Scheme Shareholders. This gain has been sustained and
increased as at the Latest Practicable Date, during which time there have also been
announcements regarding potential acquisitions. It is reasonable to assume that the uplift in
market value immediately after the Announcement is attributable to the Proposals and the
subsequent sustained and increased rise is substantially so.

(¢) Market price basis of Hutchison Share Exchange Ratio (section IIL.B.1 and 2
above)

The use of market prices for setting the Hutchison Share Exchange Ratio is an
objective method, easily observed, calculated and understood. It does not involve
assumptions, for example, on future growth rates and appropriate discounts or multiples,
which are required for other valuation methodologies, including those discussed in
sub-paragraph (d) below. Both the Company and Cheung Kong are actively traded stocks
and in neither case did the market prices seem to be materially influenced by any rumours
of the Proposals in the run-up to the Announcement.

The Hutchison Share Exchange Ratio of 0.684 new CKH Holdings Share for each
Share was based on the simple average closing price for the five trading days up to and
including 7 January 2015, the same as a ratio based on 30 trading days. The table in the
section headed “III.B.2. Effect of using different time periods to set share exchange ratios”
sets out the exchange ratios which would apply if varying time periods were adopted. A
simple average or VWAP basis makes little material difference. Periods of 5, 10, 20 and 30
trading days produce very similar results, in the narrow range of 0.682 to 0.690 within
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which the Hutchison Share Exchange Ratio of 0.684 lies. Periods of 60, 90 and 180 trading
days produce share exchange ratios in the range of 0.697 to 0.733, between 1.9% and 7.2%
above the Hutchison Share Exchange Ratio.

Different periods may be adopted to establish market prices in the context of setting
merger terms. In our opinion, with actively traded shares and undisturbed prices, periods of
up to 30 trading days produce results which are representative of market. In the most recent
Merger Precedent (see sub-paragraph (d) below), 20 trading days was considered
representative of market. The implied ratio based on closing prices of the Shares and the
CKH Holdings Shares as at the Latest Practicable Date was 0.682.

(d) Merger Precedents (section III.B.3 above)

We performed a search of merger precedents involving share exchanges between
significant-size Hong Kong listed companies announced in the last five years. The basis of
determining the share exchange ratio in such cases tends to focus on prevailing market
prices, with reference to other factors as well. The most recent Merger Precedent, the merger
of CNR and CSR, has a share exchange ratio referencing 20-trading days (VWAP). If that
basis were adopted for the Hutchison Proposal, it would produce share exchange ratios of
0.685 (simple average) and 0.686 (VWAP), almost identical to the Hutchison Share
Exchange Ratio of 0.684.

(e) Other illustrative bases for calculating share exchange ratios (sections III.C to G
above)

As a secondary check, we have carried out work on certain of the factors mentioned in
the Merger Precedents, including the respective earnings per share and net assets per share
of the Company and Cheung Kong. We have also considered SOTP Values which are widely
used by analysts. Financial information highlights on the Group, the Group’s SOTP, the
Cheung Kong Group/CKH Holdings Group and CKH Holdings Group SOTP are set out in
sections headed “III.C. Financial information on the Group” to “IIL.LF. Sum-of-the-parts
analysis of CKH Holdings Group”. Detailed financial and other information is included in
the Appendices of the Scheme Document. We have calculated share exchange ratios based
on these metrics and compared them to the Hutchison Share Exchange Ratio of 0.684.

The Company has been traditionally valued mainly in relation to earnings, whereas
Cheung Kong has been valued by its holding in the Company, plus its property businesses
and investments, which are traditionally valued in relation to net assets. Both groups are
affected by “one off” transactions such as the spin-off of the Hong Kong electricity business
by Power Assets which gave rise to a 2014 profit of approximately HK$16.1 billion for the
Shareholders, approximately half of which fed through to Cheung Kong. Further property
valuations are now available (see Appendix VIII) and these have been taken into account in
the reassessed NAVs. Not all properties, for example those used in the Group’s ports and
retail businesses, have been valued.

In calculating SOTP Values, we have used, as far as possible, the market values of

listed subsidiaries and associates and the property valuations mentioned above. There remain
some significant holdings, such as telecoms, for which various valuation assumptions are
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needed. A remaining number of assets and liabilities are included at unadjusted book values.
This means a range of outcomes is inevitable, as illustrated by the research reports to which
we refer.

In general, as set out in section headed “III.G. Evaluation of the Hutchison Share
Exchange Ratio by reference to contributions”, these approaches produce results similar to
or lower than the Hutchison Share Exchange Ratio. In other words, the contributions made
by Scheme Shareholders to earnings and net assets are lower than the Shareholding
Proportions they will receive. This means that the agreed Hutchison Share Exchange Ratio
tends to be more favourable to Disinterested Shareholders than if it had been set by
reference to the contributions listed above.

(f) The Husky Share Exchange (section IIL.I above)

The Husky Share Exchange, relating to an approximately 6.24% interest in Husky,
forms an integral part of the Merger Proposal. Consequently, the benefits of the Proposals
described above apply to the Husky Share Exchange.

The Husky Share Exchange was set by reference to simple 5-day average closing prices
in a similar way to the Hutchison Proposal. It results in CKH Holdings Group becoming the
single largest shareholder of Husky, replacing the Li Family Interests. Because the
consideration is satisfied by the issue of CKH Holdings Shares, it has the effect, combined
with the rest of the Proposals, of bringing the Li Family Interests in both CKH Holdings and
CK Property to over 30%.

The Husky Share Exchange can be viewed as a minority acquisition. Consequently, we
have carried out a comparison of the terms with the rating of certain energy companies
listed on the Toronto Stock Exchange which we consider comparable to Husky. On the basis
of the Husky 5-Day Average Share Price, the terms of the Husky Share Exchange represent
multiples of adjusted earnings and book value within the range of the Comparable
Companies. The P/E ratio based on the Husky Implied LPD Price is above the comparables,
principally due to the positive reception of the Proposals, leading to an increase in the CKH
Holdings Share price and accordingly the Husky Implied LPD Price. We consider this to be
acceptable when viewed in the context of the Merger Proposals.

(g) Corporate outlook (section IV above)

The Proposals result in the Li Family Interests holding over 30% of both CKH
Holdings and CK Property. The executive boards of the two companies are or will be largely
drawn from the previous board members of the Company and CKH Holdings, thus assuring
continuity of management. The main business policies are not expected to change
significantly. The two companies are expected to obtain and maintain strong investment
grade credit ratings. The Directors expect that the attributable combined dividend that CKH
Holdings and CK Property will pay in respect of 2015 will exceed the Company’s 2014
dividends per share (excluding the special dividend) of HKS$2.415 and that, from 2016,
pay-out ratios (excluding special dividends) will be higher than in 2015.
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(h) Procedures and timetable (section V above)

The Court Meeting, at which only Disinterested Shareholders can vote, will be held on
20 April 2015. Disinterested Shareholders should refer to the detailed timetable and
procedures for voting set out in the Scheme Document. If the required approvals are
obtained and other conditions of the Proposals are fulfilled, Disinterested Shareholders can
expect the CKH Holdings Shares and the CK Property Shares to which they are entitled to
be despatched to them on 2 June 2015. The Shares are expected to continue to be listed on
the Stock Exchange until 2 June 2015.

VII. OPINION AND RECOMMENDATION
Based on the principal factors and reasons set out in our letter, in particular:
e the specific and substantial benefits of the Proposals;

e the enhanced value immediately after the Announcement of HK$10.95 per Share, which
has been sustained and increased to HK$19.90 per Share as at the Latest Practicable
Date;

e the Hutchison Share Exchange Ratio was set during a period of active and undisturbed
trading and is almost identical if calculated on a basis of 5, 10, 20 or 30-trading days;

e the share exchange ratio for the most recent Merger Precedent, that of CNR and CSR,
makes reference to an average closing price of 20-trading days (VWAP), among other
factors;

e if other metrics often used in setting merger terms, such as respective contributions to
earnings and assets, had been considered, the results would have been similar or less
favourable to Disinterested Shareholders. An SOTP analysis points to the same
conclusion;

e the Husky Share Exchange is an integral part of the Merger Proposal so the benefits of
the Proposals apply to it too. It is based on market prices in the same way as the
Hutchison Proposal. It results in the Group becoming the largest shareholder in Husky
on terms acceptable when compared to the ratings of the Comparable Companies;

e there will be continuity of management and policies and, other than special dividends,

higher expected attributable dividends for 2015 and a higher dividend pay-out ratio for
2016,
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we consider the terms of each of the Hutchison Proposal and the Husky Share Exchange are
fair and reasonable so far as the Disinterested Shareholders are concerned. Accordingly, we
recommend the Independent Board Committee to advise the Disinterested Shareholders to
vote in favour of the relevant resolutions to be proposed at the Court Meeting and the
General Meeting to approve and implement the Hutchison Proposal and the Husky Share
Exchange.

Yours faithfully,
for and on behalf of
SOMERLEY CAPITAL LIMITED
M. N. Sabine John Wong
Chairman Director

Mr. M. N. Sabine is a licensed person registered with the SFC and a responsible officer
of Somerley Capital Limited, which is licensed under the SFO to carry out Type 1 (dealing
in securities) and Type 6 (advising on corporate finance) regulated activities. He has over
thirty years of experience in the corporate finance industry.

Mr. John Wong is a licensed person registered with the SFC and a responsible officer

of Somerley Capital Limited. He has over seven years of experience in the corporate finance
industry.
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This Explanatory Statement constitutes the statement required under Section 671 of the
Companies Ordinance.

SCHEME OF ARRANGEMENT
1. INTRODUCTION

On 9 January 2015, the boards of directors of Cheung Kong and the Company jointly
announced the Proposals which relate to the reorganisation and combination of the Cheung
Kong Group and the Group to create CKH Holdings, which will hold the non-property
businesses of both groups, and CK Property, which will hold the property businesses of both
groups.

The Proposals consist of (a) the Cheung Kong Reorganisation, (b) the Merger Proposal
(comprising the Hutchison Proposal and the Husky Share Exchange) and (c) the Spin-off
Proposal. Completion of the Cheung Kong Reorganisation, which occurred on 18 March
2015, was a condition precedent to completion of the Husky Share Exchange and a
pre-condition to the making of the Hutchison Proposal.

The purpose of this Explanatory Statement is to explain the terms and effects of the
Merger Proposal and, in particular, the Scheme and to provide the Shareholders with other
relevant information in relation to the Merger Proposal and the Scheme.

In addition to this Explanatory Statement, your attention is drawn to (1) the letter from
the Board set out on pages 1 to 6 of this document, (2) the letter from the Independent
Board Committee set out on pages 7 and 8 of this document, (3) the letter from the
Independent Financial Adviser set out on pages 9 to 83 of this document and (4) the
Appendices. In addition, the terms of the Scheme are set out on pages S-1 to S-10 of this
document.

2. SUMMARY OF THE PROPOSALS
2.1 The Cheung Kong Reorganisation

Under the Cheung Kong Reorganisation, the holding company of Cheung Kong Group
was changed from Cheung Kong to CKH Holdings by way of the Cheung Kong Scheme
under the Companies Ordinance. The Cheung Kong Reorganisation was completed, the CKH
Holdings Shares became listed and commenced trading on the Stock Exchange and the

listing of the Cheung Kong Shares was withdrawn from the Stock Exchange, on 18 March
2015.

2.2 The Merger Proposal

The Merger Proposal comprises the Hutchison Proposal and the Husky Share Exchange,
further details of which are set out in this Explanatory Statement.
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Completion of each of the Hutchison Proposal and the Husky Share Exchange is
subject to the fulfilment (or, where relevant, waiver) of certain conditions, as further
described in this Explanatory Statement. The Husky Share Exchange will be completed
immediately prior to completion of the Hutchison Proposal.

2.3 The Spin-off Proposal

The Spin-off Proposal involves the proposed spin-off of the Combined Property
Businesses (being the existing property businesses of the CKH Holdings Group and the
Group which will be reorganised under the CK Property Group) to the qualifying CKH
Holdings Shareholders by way of the Distribution In Specie and the separate listing of the
CK Property Shares on the Main Board by way of introduction, further details of which are
set out in “Appendix VII — Information on the CK Property Group and the Spin-off
Proposal”.

Completion of the Spin-off Proposal is subject to the fulfilment (or, where relevant,
waiver) of certain conditions precedent, as further described in “Appendix VII — Information
on the CK Property Group and the Spin-off Proposal”’. The Spin-off Proposal will be
completed immediately following completion of the Hutchison Proposal.

2.4 Effects of the Merger Proposal and the Spin-off Proposal
On completion of the Merger Proposal and the Spin-off Proposal:

(a) the Company will become an indirect wholly-owned subsidiary of CKH Holdings
and the listing status of the Company on the Stock Exchange will be withdrawn;

(b) the CKH Holdings Group will hold the Combined Non-Property Businesses,
including a shareholding interest of approximately 40.20% of the common shares

of Husky in issue (assuming there is no other change in the shareholding in
Husky); and

(c) the CK Property Group will hold the Combined Property Businesses and CK
Property will be separately listed on the Stock Exchange.

The simplified group structure of (i) each of the CKH Holdings Group and the Group
as at the Latest Practicable Date and (ii) each of the CKH Holdings Group and the CK
Property Group immediately following completion of the Merger Proposal and the Spin-off
Proposal are set out in “Appendix I — Simplified Group Structure Charts”.

Please refer to “Information on the CKH Holdings Group and the Offeror” in this
Explanatory Statement for further information.
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3. OBJECTIVES AND BENEFITS OF THE MERGER PROPOSAL AND THE
SPIN-OFF PROPOSAL

The CKH Holdings Directors and the Directors believe that the Merger Proposal and
the Spin-off Proposal will achieve the following objectives and benefits for the CKH
Holdings Group and the Group and the respective shareholders of CKH Holdings and the
Company as a whole.

(a) Shareholder value creation through the elimination of the holding company
discount of CKH Holdings’ stake in the Company

The Merger Proposal and the Spin-off Proposal should immediately realise value for
shareholders through the elimination of the CKH Holdings holding company discount
associated with the existing tiered shareholding structure as no Shares will be held
indirectly. Based on the closing price of the Cheung Kong Shares on the Stock Exchange on
7 January 2015 (which was prior to the publication of the Announcement on 9 January
2015), the Cheung Kong Shares were trading at a 23.0% and 26.0% discount to, or HK$87
billion or HK$102 billion less than, Cheung Kong’s book equity value attributable to
shareholders as at 30 June 2014 and 31 December 2014, respectively (based on the
unaudited consolidated financial statements of Cheung Kong for the six months ended 30
June 2014 and the audited consolidated financial statements of Cheung Kong for the year
ended 31 December 2014), which included its approximately 49.97% stake in the Company.
A part of this was attributable to the holding company discount on the CKH Holdings
Group’s stake in the Company, which would be eliminated through the Merger Proposal and
the Spin-off Proposal as shareholders will hold shares in CKH Holdings and CK Property
directly.

Since the exchange ratios for each of the Hutchison Proposal and the Husky Share
Exchange were determined by reference to the average closing prices of the Cheung Kong
Shares and the Shares for the five trading days up to (and including) 7 January 2015 and the
average closing price of the Husky Shares for the five trading days up to (and including) 6
January 2015 with no premium or discount involved, all CKH Holdings Shareholders and
Shareholders will be able to benefit from the continuing growth of the distinct businesses of
CKH Holdings and CK Property.

(b) Greater transparency and business coherence

Following completion of the Merger Proposal and the Spin-off Proposal, the business
profiles of CKH Holdings and CK Property will be very clearly delineated. As a result,
shareholders and potential investors will be better able to differentiate and value the
businesses of the CKH Holdings Group and the CK Property Group based on their
respective earnings, cash flow and net asset value profiles. The increased transparency and
greater coherence in the grouping of the existing businesses of the CKH Holdings Group
and the Group under the new structure is expected to enhance value, in particular given the
differences between the valuation methodologies investors would normally apply to the
property business of CK Property and the diversified portfolio of infrastructure and
consumer businesses of CKH Holdings.
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The Merger Proposal and the Spin-off Proposal will align the businesses of each of
CKH Holdings and CK Property with their respective investor bases and eliminate the
investment arbitrage that originates from valuation mismatch between CKH Holdings and the
Company.

The Merger Proposal and the Spin-off Proposal will permit each of CKH Holdings and
CK Property to focus on its strategic plans and growth opportunities independently and will
allow the management of each of CKH Holdings and CK Property to focus independently on
the specific and distinct business characteristics of the Combined Non-Property Businesses
and the Combined Property Businesses, respectively. The Merger Proposal and the Spin-off
Proposal will also provide each of CKH Holdings and CK Property greater flexibility in
investing capital in a manner appropriate for its business strategy and facilitate a more
company-specific allocation of capital, including increased strategic flexibility to make
future acquisitions. Finally, the separation of the businesses of each of CKH Holdings and
CK Property through the Merger Proposal and the Spin-off Proposal will permit each of
CKH Holdings and CK Property to reduce its exposure to unrelated risk and provide cost
savings for each of CKH Holdings and CK Property.

(¢) Removal of the layered holding structure between CKH Holdings and the
Company allowing shareholders to directly invest in two separate listed vehicles
alongside the Trust

As at the Latest Practicable Date, the Trust was the controlling shareholder (as defined
under the Listing Rules) of CKH Holdings, which in turn owned approximately 49.97% of
the Company. Following completion of the Merger Proposal and the Spin-off Proposal, the
Trust, together with Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor, will directly and/or
indirectly hold approximately 30.15% of the shares in each of CKH Holdings and CK
Property, and the Li family will continue to chair and lead the management of both
companies.

(d) All eligible shareholders to hold CKH Holdings Shares and CK Property Shares
directly, enhancing investment flexibility and efficiencies

Upon completion of the Merger Proposal and the Spin-off Proposal, all qualifying CKH
Holdings Shareholders and Scheme Shareholders will hold CKH Holdings Shares and CK
Property Shares directly. This will provide all shareholders with the choice to adjust their
shareholdings in CKH Holdings and/or CK Property according to their individual investment
objectives and preferences.

(e) Enhanced size and scale

Following completion of the Merger Proposal and the Spin-off Proposal, the CKH
Holdings Group will be a multinational conglomerate of significant size and scale, operating
in over 50 countries. Infrastructure assets currently owned by the CKH Holdings Group,
which contributed HK$1.8 billion to the profit before tax in the financial year of 2014 for
Cheung Kong, will be combined with the infrastructure assets currently owned by the Group
in the consolidated accounts of the Resulting CKH Holdings Group, and there will be an
increased interest in the energy sector through the Resulting CKH Holdings Group becoming
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the largest shareholder in Husky. In addition, the portfolio of the Resulting CKH Holdings
Group will include the Group’s existing operations in ports and related services, retail and
telecommunications. The CKH Holdings Group’s newly acquired business of ownership and
leasing of movable assets will further diversify the Resulting CKH Holdings Group’s
business mix.

Upon the listing of CK Property on the Main Board, the CK Property Group will be
one of Hong Kong’s largest property developers with a leading market share in Hong Kong,
strong penetration in the PRC and an international presence through its operations in
Singapore and the United Kingdom. As at 31 December 2014, the Combined Property
Businesses (which will be held by the CK Property Group pursuant to the Property
Businesses Combination) had a total attributable interest in approximately 1.6 million sq.m.
of rental properties, a development land bank of approximately 15.8 million sq.m. (of which
approximately 14.5 million sq.m. is located in the PRC) and more than 14,600 hotel rooms
and also managed approximately 21 million sq.m. of properties in Hong Kong and the PRC.
As at 28 February 2015, the CK Property Group’s diverse portfolio of development
properties, investment properties and hotels and serviced suites that were valued by the
Property Valuers (as set out in “Appendix VIII — Property Valuation”) had a total value of
approximately HK$420.1 billion.

4. INTENTIONS OF CKH HOLDINGS WITH REGARD TO THE GROUP

If the Merger Proposal and the Spin-off Proposal are completed, CKH Holdings intends
to continue with the business of the Group (being the Group’s existing business other than
the property business which will be held by the CK Property Group pursuant to the Property
Businesses Combination) and has no intention to introduce any major changes to the
business of the Group or to redeploy any fixed assets of the Group.

Other than those employees of the Group who are involved with the Group’s property
business which will be held by the CK Property Group pursuant to the Property Businesses

Combination, there is no intention by CKH Holdings to discontinue the employment of any
of the management or employees of the Group.

The Board has noted CKH Holdings’ intention in respect of the business of the Group
following completion of the Merger Proposal and the Spin-off Proposal as described above
and welcomes such intention.

5. THE HUTCHISON PROPOSAL
5.1 Summary of the Hutchison Proposal
Under the Hutchison Proposal, it is proposed that on the Effective Date:
(a) the share capital of the Company will be reduced by cancelling and extinguishing

the Scheme Shares (being all the Shares in issue as at the Record Time other than
those held by the Relevant CKH Holdings Subsidiaries);
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(b) subject to and immediately upon such reduction of capital taking effect, the share
capital of the Company will be increased to its former amount by the creation of
such number of new Shares as is equal to the number of Scheme Shares
cancelled;

(c) the Company will apply all credit arising in its books of account as a result of
such capital reduction in paying up the newly created Shares, which will be
allotted and issued, credited as fully paid, to the Offeror (which is a
wholly-owned subsidiary of CKH Holdings); and

(d) in consideration for the cancellation and extinguishment of the Scheme Shares,
the Scheme Shareholders (other than the Non-Qualifying Overseas Shareholders)
will receive CKH Holdings Shares (which will rank pari passu with each other
and with all other CKH Holdings Shares then in issue), credited as fully paid, in
the following ratio, based on the holding of Scheme Shares as at the Record
Time:

For every one Scheme Share held ......... 0.684 of a CKH Holdings Share

Scheme Shareholders whose names appear in the register of members of the Company
as at the record date for entitlement to a dividend declared by the Company on or before the
Effective Date will be entitled to receive such dividend. On 26 February 2015, the Company
declared a second interim dividend of HK$1.755 per Share in lieu of a final dividend in
respect of the financial year of 2014 based on its full year results for the financial year of
2014. The second interim dividend is payable on 15 April 2015 to Shareholders registered in
the register of members of the Company on 17 March 2015.

On completion of the Scheme, the Company will become a wholly-owned subsidiary of
CKH Holdings.

5.2 Total Consideration under the Hutchison Proposal

As at the Latest Practicable Date, 4,263,370,780 Shares were in issue, of which
2,130,202,773 Shares (representing approximately 49.97% of the issued shares of the
Company) were held by wholly-owned subsidiaries of CKH Holdings, and the remaining
2,133,168,007 Shares (representing approximately 50.03% of the issued shares of the
Company) were held by the Scheme Shareholders.

Pursuant to the Scheme, all the Scheme Shares will be cancelled and extinguished and
the Scheme Shareholders (other than the Non-Qualifying Overseas Shareholders) will receive
CKH Holdings Shares to be issued credited as fully paid in the share exchange ratio of
0.684 of a new CKH Holdings Share for every one Scheme Share held as at the Record
Time.
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The above share exchange ratio was determined by Cheung Kong based on the average
closing prices of the Cheung Kong Shares and the Shares on the Stock Exchange for the five
trading days up to and including 7 January 2015 (which was prior to the publication of the
Announcement on 9 January 2015) of HK$129.06 per Cheung Kong Share and HK$88.28
per Share, respectively, without any premium or discount.

5.3 Fractions and Rights Attaching to the CKH Holdings Shares

Fractions of CKH Holdings Shares will not be allotted to the Scheme Shareholders
under the Scheme. The fractional entitlements of the Scheme Shareholders to CKH Holdings
Shares under the Scheme will be aggregated (and, if necessary, rounded down to the nearest
whole number of a CKH Holdings Share) and allotted to the Selected Person, who will sell
the resulting CKH Holdings Shares (including, for the avoidance of doubt, CK Property
Shares received pursuant to the Distribution In Specie and which are attributable to such
CKH Holdings Shares) on the market as soon as reasonably practicable after the Scheme
becomes effective. The proceeds (net of expenses and taxes) will be paid to the Scheme
Shareholders concerned according to their respective attributable entitlements thereto.

The CKH Holdings Shares to be issued pursuant to the Scheme as the Cancellation
Consideration will, when issued, be credited as fully paid, be free from all liens, charges and
encumbrances, and will rank pari passu with all other CKH Holdings Shares then in issue.
Holders of such CKH Holdings Shares will be entitled to receive all dividends and other
distributions by CKH Holdings, if the record time for determining the entitlement to such
dividends and distributions falls at or after the time at which the Scheme becomes effective,
and will in particular be entitled to the Distribution In Specie based on the DIS Record Time
under the current proposal. Based on the expected timetable that the Merger Proposal and
the Spin-off Proposal will be completed on Wednesday, 3 June 2015, holders of the CKH
Holdings Shares to be issued pursuant to the Scheme are also expected to receive any
dividends and other distributions declared by CKH Holdings in respect of the financial year
ending 31 December 2015.

CKH Holdings will make an application to the Stock Exchange for the listing of, and
permission to deal in, the CKH Holdings Shares to be issued pursuant to the Scheme on the
Main Board.

5.4 Conditions Precedent to the Hutchison Proposal

Completion of the Cheung Kong Reorganisation was a pre-condition to the making of
the Hutchison Proposal. The Cheung Kong Reorganisation was completed on 18 March
2015.

The Scheme will become effective and binding on the Company and all Scheme
Shareholders upon, and completion of the Hutchison Proposal is subject to, the fulfilment
(or, where relevant, waiver) of the following conditions precedent:

(a) the Scheme being approved by the Disinterested Shareholders representing at least

75% of the voting rights of Disinterested Shareholders present and voting, in
person or by proxy, at the Court Meeting, with votes cast against the Scheme at
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(b)

(c)

(d)

(e)

®

(2)

(h)

()

the Court Meeting not exceeding 10% of the total voting rights attached to all
disinterested Shares (as respectively defined in Note 6 to Rule 2 of the Takeovers
Code and Division 2 of Part 13 of the Companies Ordinance);

the passing of a special resolution by the Shareholders at the General Meeting to
approve (1) the Scheme and (2) the implementation of the Scheme, including, in
particular, the reduction of the issued share capital of the Company by cancelling
and extinguishing the Scheme Shares and the issue of the new Shares to the
Offeror;

the passing of an ordinary resolution by the Independent CKH Holdings
Shareholders at the CKH Holdings EGM to approve the Hutchison Proposal and
all transactions contemplated thereunder;

the Scheme, with or without modification, being sanctioned and the proposed
reduction of capital provided for in the Scheme being confirmed by the Court, and
an office copy of the Court order together with the minute and a return that
comply with subsections (2) and (3) of section 230 of the Companies Ordinance
respectively being registered by the Companies Registrar;

the Listing Committee granting approval for the listing of, and permission to deal
in, the CKH Holdings Shares to be issued as consideration under the Scheme on
the Main Board and such approval not having been revoked prior to the Scheme
becoming effective;

the Husky Share Exchange Completion having occurred;

the fulfilment (or, where relevant, waiver) of all the conditions precedent to the
Spin-off Proposal (as further described in “Appendix VII — Information on the CK
Property Group and the Spin-off Proposal”) (other than the condition precedent
relating to the Hutchison Proposal having been completed);

all applicable filings, notices and waivers required in connection with the
Hutchison Proposal and its implementation from or with any competent
governmental or regulatory body being made, and if applicable, any waiting
periods under any applicable antitrust or similar laws and regulations having
expired or terminated; and

all other Authorisations which may be required in connection with the Hutchison
Proposal under any existing contractual arrangements, including loan and other
finance documentation, or regulatory requirements having been obtained and all
regulatory filing obligations having been complied with.

The Offeror reserves the right to waive the conditions precedent in (h) and (i) above in
whole or in part and either generally or in respect of any particular matter. The other
conditions precedent cannot be waived in any event. As at the Latest Practicable Date, none
of the conditions precedent to the Hutchison Proposal had been fulfilled (or, where relevant,

waived).
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Subject to the fulfilment (or, where relevant, waiver) of the conditions precedent to the
Hutchison Proposal, completion of the Hutchison Proposal will take place immediately after
the Husky Share Exchange Completion and immediately prior to the completion of the
Property Businesses Combination on the Effective Date.

Pursuant to Note 2 to Rule 30.1 of the Takeovers Code, the Offeror will only be able
to invoke any or all of the above conditions precedent as a basis for not proceeding with the
Hutchison Proposal if the circumstances which give rise to a right to invoke any such
condition(s) precedent are of material significance to the Offeror in the context of the
Hutchison Proposal.

Under the repealed section 166 of the previous Companies Ordinance (Chapter 32 of
the Laws of Hong Kong), a scheme of arrangement was required to be approved by a
majority in number of the shareholders present and voting in person or by proxy at the court
meeting (the so-called “headcount test”). Under the Companies Ordinance which came into
effect on 3 March 2014, the headcount test does not apply to a scheme of arrangement that
involves a takeover offer. The Scheme is a takeover offer under section 674 of the
Companies Ordinance, and therefore the headcount test does not apply to it.

The Scheme is subject to the requirement under section 674(2) of the Companies
Ordinance that members representing at least 75% of the voting rights of the members
present and voting (in person or by proxy) at the Court Meeting agree to the Scheme, and
the requirement under Rule 2.10 of the Takeovers Code that the Scheme must be approved
by at least 75% of the votes attaching to the disinterested Shares (as defined in Note 6 to
Rule 2 of the Takeovers Code) that are cast (in person or by proxy) at the meeting of the
holders of the disinterested Shares. Accordingly:

(1) for the purpose of the Companies Ordinance, the 75% approval threshold will be
determined by reference to the voting rights of the Scheme Shareholders, who
attend and vote (in person or by proxy) at the Court Meeting. As the Offeror and
the Relevant CKH Holdings Subsidiaries are not Scheme Shareholders and the
other Offeror Concert Parties are required to abstain from voting at the Court
Meeting, the voting rights in respect of the relevant Shares held by the Offeror
and all the Offeror Concert Parties will not be taken into account in determining
whether the 75% approval requirement under the Companies Ordinance has been
satisfied; and

(i) for the purpose of the Takeovers Code, the 75% approval threshold will be
determined by reference to the votes attaching to all the Scheme Shares held by
the Scheme Shareholders (other than any held by the Offeror and the Offeror
Concert Parties) which are cast (in person or by proxy) at the Court Meeting.

As such, to satisfy the requirements under both the Companies Ordinance and the
Takeovers Code, the 75% approval threshold will be determined by reference to the Shares
held by the Shareholders (other than the Offeror and the Offeror Concert Parties) who attend
and vote at the Court Meeting, and the Disinterested Shareholders for the purpose of the
Court Meeting will be the Shareholders (other than the Offeror and the Offeror Concert
Parties).
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The Scheme is also subject to the requirement under section 674(2) of the Companies
Ordinance that the votes cast against the Scheme at the Court Meeting shall not exceed 10%
of the voting rights attached to all disinterested Shares (as defined in Division 2 of Part 13
of the Companies Ordinance), and the requirement under Rule 2.10 of the Takeovers Code
that the number of votes cast against the resolution to approve the Scheme at the meeting of
the holders of disinterested Shares (as defined in Note 6 to Rule 2 of the Takeovers Code)
shall not be more than 10% of the votes attaching to all disinterested Shares. Accordingly:

(i) for the purpose of the Companies Ordinance, all Scheme Shares (i.e. all the
Shares in issue as at the Record Time, other than any held by the Offeror and the
Relevant CKH Holdings Subsidiaries) will be regarded as disinterested Shares;
and

(i) for the purpose of the Takeovers Code, all Scheme Shares other than any held by
the Offeror and the Offeror Concert Parties will be regarded as disinterested
Shares.

The action necessary to make the Scheme effective will not be taken unless the
Directors are satisfied that the Scheme has been duly approved and the Hutchison Proposal
will become unconditional subject only to compliance with the relevant registration
requirements and the Listing Committee granting approval for the listing of, and permission
to deal in, the CKH Holdings Shares to be issued as the Cancellation Consideration under
the Scheme and such approval not having been revoked prior to the Scheme becoming
effective.

It is currently expected that, if the required approvals from the Disinterested
Shareholders and the Shareholders are obtained at the Court Meeting and the General
Meeting, respectively, the Scheme will become effective on Wednesday, 3 June 2015. If the
Scheme has not become effective by Tuesday, 30 June 2015, or such later date as the Court
may allow, the Scheme will lapse and the Merger Proposal and the Spin-off Proposal will
not proceed. An announcement will be made by the Company to advise Shareholders
whether the Scheme has become effective and of the Effective Date.

5.5 Comparisons of Value
Share Value
Based on the closing price of the CKH Holdings Shares as at the Latest
Practicable Date and the share exchange ratio for the Hutchison Proposal, the value of

each Scheme Share of HK$107.59 under the Hutchison Proposal represents:

(i) a premium of approximately 23.1% over the closing price of HK$87.40 for
each Share on the Stock Exchange on the Last Trading Day;

(i) a premium of approximately 21.3% over the average closing price of
HK$88.69 for each Share based on the daily closing prices of the Shares on
the Stock Exchange for the 10 trading days up to and including the Last
Trading Day;
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6.1

(iii) a premium of approximately 18.4% over the average closing price of
HK$90.88 for each Share based on the daily closing prices of the Shares on
the Stock Exchange for the 30 trading days up to and including the Last
Trading Day;

(iv) a premium of approximately 14.2% over the average closing price of
HK$94.18 for each Share based on the daily closing prices of the Shares on
the Stock Exchange for the 60 trading days up to and including the Last
Trading Day; and

(v) a premium of approximately 0.3% over the closing price of HK$107.30 for
each Share on the Stock Exchange on the Latest Practicable Date.

THE HUSKY SHARE EXCHANGE
Key Terms of the Husky Share Exchange
Number of Husky Sale Shares

Pursuant to the Husky Share Exchange Agreement dated 9 January 2015, the
Husky Sale Shares Purchaser (an indirect wholly-owned subsidiary of the Company)
will acquire from the Husky Sale Shares Vendor (a company indirectly wholly owned
by the Trust) 61,357,010 Husky Shares, representing approximately 6.24% of the
common shares of Husky in issue as at the Latest Practicable Date.

Consideration

The consideration for the acquisition of the Husky Sale Shares will be satisfied by
the issue of 84,427,246 new CKH Holdings Shares by CKH Holdings to the Husky
Sale Shares Vendor (or as it may direct), representing a share exchange ratio of 1.376
new CKH Holdings Shares for every one Husky Share to be acquired. CKH Holdings
has undertaken to the Husky Sale Shares Purchaser that subject to the fulfilment (or,
where relevant, waiver) of the conditions precedent set out in the Husky Share
Exchange Agreement, CKH Holdings will, on completion of the Husky Share
Exchange, allot and issue such new CKH Holdings Shares, credited as fully paid, to the
Husky Sale Shares Vendor (or as it may direct).

The above share exchange ratio in respect of the Husky Share Exchange was
determined based on the average closing price of the Cheung Kong Shares on the Stock
Exchange for the five trading days up to and including 7 January 2015 and the average
closing price of the Husky Shares on the Toronto Stock Exchange for the five trading
days up to and including 6 January 2015, without any premium or discount, and using
the Specified Currency Exchange Rate. Based on the closing price of the CKH
Holdings Shares as at the Latest Practicable Date and the share exchange ratio for the
Husky Share Exchange, the value of each Husky Sale Share of HK$216.44 under the
Husky Share Exchange represents a premium of approximately 35.7% over the closing
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6.2

price of CAD 25.73 for each Husky Share on the Toronto Stock Exchange (equivalent
to approximately HK$159.54 at the exchange rate of CAD 1 to HK$6.2006) as at the
Latest Practicable Date.

The CKH Holdings Shares to be issued as consideration for the Husky Share
Exchange, when issued, will be credited as fully paid and will rank pari passu with all
other CKH Holdings Shares in issue as at the Husky Share Exchange Completion.
Holders of such CKH Holdings Shares will be entitled to receive all dividends and
other distributions by CKH Holdings if the record time for determining the entitlement
to such dividends and distributions falls on or after the Husky Share Exchange
Completion, and will in particular be entitled to the Distribution In Specie based on the
DIS Record Time under the current proposal. Based on the expected timetable that the
Merger Proposal and the Spin-off Proposal will be completed on Wednesday, 3 June
2015, holders of such CKH Holdings Shares are also expected to receive any dividends
and other distributions declared by CKH Holdings in respect of the financial year
ending 31 December 2015.

Representations and Warranties

Representations and warranties in respect of Husky (including those in relation to
Husky’s business, financial position and tax and other liabilities and certain other
representations and warranties commonly included in similar transactions) have been
given by the Husky Sale Shares Vendor under the Husky Share Exchange Agreement.

Conditions Precedent

The Husky Share Exchange Completion is conditional upon the fulfilment (or, where

relevant, waiver) of the following conditions precedent:

(a) completion of the Cheung Kong Reorganisation (which occurred on 18 March
2015);

(b) the conditions precedent to the Hutchison Proposal (other than the condition
precedent relating to completion of the Husky Share Exchange) having been
fulfilled or waived (as the case may be) and the Hutchison Proposal not having
been terminated;

(c) the Executive granting consent to the Husky Share Exchange as a special deal
under Rule 25 of the Takeovers Code and such consent remaining in full force
and effect;

(d) the approval of the issue of the CKH Holdings Shares under the Husky Share
Exchange by the Independent CKH Holdings Shareholders pursuant to the Listing
Rules at the CKH Holdings EGM;

(e) the approval of (1) the Husky Share Exchange (as a special deal under Rule 25 of

the Takeovers Code) by the disinterested shareholders of the Company in
accordance with the Takeovers Code at a general meeting of the Company and (2)
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the Hutchison Proposal and the transactions contemplated thereunder by the
disinterested shareholders of the Company in accordance with the requirements of
the Companies Ordinance and the Takeovers Code at a court meeting and a
general meeting of the Company;

(f) all Authorisations which may be required under any existing contractual
arrangements or regulatory requirements having been obtained and all regulatory
filing obligations having been complied with;

(g) the Listing Committee granting approval for the listing of, and permission to deal
in, the CKH Holdings Shares to be issued as consideration for the Husky Share
Exchange on the Main Board and such approval not having been revoked prior to
the Husky Share Exchange Completion;

(h) the warranties, representations, undertakings and indemnities given by the Husky
Sale Shares Vendor in the Husky Share Exchange Agreement remaining true and
accurate in all material respects and not misleading in any material respect;

(i) the conditions precedent to the Spin-off Proposal (as further described in
“Appendix VII - Information on the CK Property Group and the Spin-off
Proposal”) (other than the conditions precedent relating to completion of the
Husky Share Exchange and the Hutchison Proposal) having been fulfilled or
waived (as the case may be); and

(j)  no mandatory general offer obligation under the Takeovers Code being incurred
by the Trust in respect of CKH Holdings as a result of the completion of the
Husky Share Exchange (whether on its own or together with the completion of the
Hutchison Proposal), or if any such mandatory general offer obligation is
incurred, a waiver of such obligation having been granted by the Executive and
the fulfilment of any conditions or requirements for the waiver.

The Husky Sale Shares Purchaser may in its absolute discretion at any time waive, in
whole or in part, the conditions precedent in (f) and (h) above by notice in writing to the
Husky Sale Shares Vendor. The other conditions precedent cannot be waived by either party.
Each party will use its reasonable endeavours to procure the fulfilment of all the conditions
precedent above on or before the earlier of the date of the Husky Share Exchange
Completion and 30 June 2015 (or such other date as the parties may otherwise agree in
writing) (the “Long Stop Date”). In the event that any of the conditions precedent has not
been fulfilled or (in the case of the conditions precedent in (f) and (h) above) waived on or
before the Long Stop Date, then the Husky Share Exchange Agreement will be terminated
and be of no further effect, except in respect of claims for any antecedent breaches.

In relation to the condition precedent in (c) above, the Executive has indicated that it is
minded to grant consent to the Husky Share Exchange as a special deal under Rule 25 of the
Takeovers Code. Such consent, if granted, is expected to be subject to (i) the opinion of the
Independent Financial Adviser that the terms of the Husky Share Exchange are fair and
reasonable and (ii) the approval of the Husky Share Exchange by the Shareholders who are
not involved in or interested in the transaction (otherwise than solely as Shareholders) at the
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General Meeting. In relation to (i) above, as set out in “Letter from the Independent
Financial Adviser”, the Independent Financial Adviser considers, among other things, that
the terms of the Husky Share Exchange are fair and reasonable so far as the Disinterested
Shareholders are concerned.

As at the Latest Practicable Date, the condition precedent in (a) above had been
fulfilled but none of the other conditions precedent to the Husky Share Exchange had been
fulfilled (or, where relevant, waived).

In the event that the acquisition of 61,357,010 Husky Shares (whether on its own or
together with completion of the Hutchison Proposal) by the Husky Sale Shares Purchaser
and the issue of the 84,427,246 new CKH Holdings Shares to the Husky Sale Shares Vendor
(or as it may direct) as consideration would, after taking into account any other acquisitions
of shares by concert parties of the Trust (if any), result in the Trust incurring a mandatory
general offer obligation under the Takeovers Code in respect of CKH Holdings, the
61,357,010 Husky Shares which are the subject of the Husky Share Exchange Agreement
(and correspondingly the number of CKH Holdings Shares to be issued as consideration
under the Husky Share Exchange) may be reduced to such numbers as may be agreed
between the parties to the Husky Share Exchange at any time before the Husky Share
Exchange Completion to the extent as would result in such mandatory general offer
obligation not being incurred.

Subject to the fulfilment (or, where relevant, waiver) of the conditions precedent to the
Husky Share Exchange, the Husky Share Exchange Completion will take place immediately
before the Scheme becomes effective on the Effective Date.

6.3 Guarantees

On 9 January 2015, upon the signing of the Husky Share Exchange Agreement, the
following guarantees in connection with such agreement were entered into:

(a) each of TUTI (as trustee of UT1) and TDT3 (as trustee of DT3) entered into the
Vendor Guarantee with the Husky Sale Shares Purchaser pursuant to which each
of TUT1 (as trustee of UT1) and TDT3 (as trustee of DT3) respectively
guaranteed to the Husky Sale Shares Purchaser the due and punctual performance
by the Husky Sale Shares Vendor of its obligations under the Husky Share
Exchange Agreement; and

(b) the Company entered into the Purchaser Guarantee with the Husky Sale Shares
Vendor pursuant to which the Company guaranteed to the Husky Sale Shares
Vendor the due and punctual performance by the Husky Sale Shares Purchaser of
its obligations under the Husky Share Exchange Agreement.
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6.4 Special Deal under Rule 25 of the Takeovers Code in relation to the Hutchison
Proposal

As at the Latest Practicable Date, (a) TUT3 (as trustee of UT3) held 11,496,000 Shares
(representing approximately 0.27% of the issued Shares as at the Latest Practicable Date)
and (b) the Mr. Li Ka-shing Owned Companies together held 94,534,000 Shares
(representing approximately 2.22% of the issued Shares as at the Latest Practicable Date).
Therefore, the Scheme Shareholders are expected to include TUT3 (as trustee of UT3) and
the Mr. Li Ka-shing Owned Companies.

As the Husky Sale Shares Vendor is a company indirectly wholly owned by the Trust,
the Husky Share Exchange is considered a special deal under Rule 25 of the Takeovers Code
in relation to the Hutchison Proposal.

An application has been made to the Executive for consent to enter into the Husky
Share Exchange under Rule 25 of the Takeovers Code, and the Executive has indicated that
it is minded to grant such consent as explained in paragraph 6.2 above.

6.5 Information on Husky

The principal activity of Husky is investment in oil and gas with upstream and
downstream business segments. Upstream operations include the exploration, development
and production of crude oil, bitumen and natural gas while downstream operations include
commodity marketing, pipeline transportation and storage, upgrading and refining crude oil,
power co-generation and marketing gasoline, diesel, jet fuel, asphalt, ethanol and related
products in Canada and the United States. Husky is based in Calgary, Alberta, and is
publicly traded on the Toronto Stock Exchange under the symbols HSE and HSE.PR.A.

Set out below is certain audited financial information of Husky based on the audited
consolidated financial statements of Husky for the three financial years ended 31 December

2014, which were prepared in accordance with International Financial Reporting Standards:

For the year ended 31 December

2012 2013 2014

Earnings before
income taxes CAD 2,836 million CAD 2,628 million CAD 1,784 million
Net earnings CAD 2,022 million CAD 1,829 million CAD 1,258 million

As at 31 December 2014, the audited net asset value of Husky, based on the audited
consolidated financial statements of Husky for the year ended 31 December 2014, was CAD
20,575 million.

The published financial statements and annual and quarterly reports of Husky are
available on the website of Husky at www.huskyenergy.com.
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On completion of the Husky Share Exchange and immediately before completion of the
Hutchison Proposal, (a) the Group will own an aggregate of approximately 40.20% of the
common shares of Husky in issue (including the Group’s existing shareholding of
approximately 33.96% in Husky and assuming there is no other change in the shareholding
in Husky) and (b) the aggregate shareholding of the Trust, Mr. Li Ka-shing and Mr. Li Tzar
Kuoi, Victor in CKH Holdings is expected to increase from approximately 43.42% to
approximately 45.41%.

7. THE SPIN-OFF PROPOSAL

Pursuant to the Spin-off Proposal, the following transactions are proposed to be
implemented:

(a) immediately following completion of the Merger Proposal, the Combined Property
Businesses will be reorganised to form part of the CK Property Group pursuant to
the Property Businesses Combination; and

(b) immediately following completion of the Property Businesses Combination, CK
Property will allot and issue to the CKH Holdings Shareholders (other than the
Non-Qualifying CKH Holdings Shareholders) new CK Property Shares pursuant to
the Distribution In Specie in the ratio of one CK Property Share for every one
CKH Holdings Share held as at the DIS Record Time and immediately thereafter,
the two CK Property Shares then held by CKH Holdings will be surrendered for
cancellation. These CKH Holdings Shareholders will include, among others,
holders of the CKH Holdings Shares to be issued pursuant to (a) the Husky Share
Exchange (i.e. the Husky Sale Shares Vendor (or as it may direct)) and (b) the
Scheme (i.e. the Scheme Shareholders other than the Non-Qualifying Overseas
Shareholders), unless they are Non-Qualifying CKH Holdings Shareholders.
Accordingly, the CKH Holdings Shareholders (other than the Non-Qualifying
CKH Holdings Shareholders) will hold the same proportionate interests in CK
Property as they hold in CKH Holdings as at the DIS Record Time.

Please refer to “Information on the CKH Holdings Group and the Offeror” in this
Explanatory Statement for the effects of the Merger Proposal and the Spin-off Proposal and
“Appendix VII — Information on the CK Property Group and the Spin-off Proposal” for
further information on CK Property.

CK Property has made an application to the Stock Exchange for the listing by way of
introduction of, and permission to deal in, the CK Property Shares on the Main Board. The
Spin-off Proposal will be subject to a number of conditions precedent, as described in
“Appendix VII — Information on the CK Property Group and the Spin-off Proposal’, and if
the Spin-off Proposal becomes unconditional, the Spin-off Proposal will be completed
immediately following completion of the Hutchison Proposal.
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8. EFFECTS OF THE MERGER PROPOSAL ON THE SHAREHOLDING
STRUCTURE OF THE COMPANY AND CKH HOLDINGS

8.1 Shareholding Structure of the Company

As at the Latest Practicable Date, there were 4,263,370,780 Shares in issue and there
were no options, derivatives, warrants or other securities issued by the Company which are
convertible or exchangeable into Shares.

Following completion of the Hutchison Proposal, the CKH Holdings Group will hold
100% of the issued Shares, of which approximately 50.03% will be held by the Offeror and
approximately 49.97% will be held by certain other wholly-owned subsidiaries of CKH
Holdings.

The table below sets out the shareholding structure of the Company (a) as at the Latest
Practicable Date and (b) immediately following completion of the Hutchison Proposal,
assuming that there is no other change in the shareholding of the Company after the Latest
Practicable Date:

Immediately following

As at the Latest completion of the
Practicable Date Hutchison Proposal
Number of Number of
Shares % Shares %
Offeror - - 2,133,168,007 50.03
Specified Offeror Concert Parties
Shares held not subject to the Scheme
— CKH Holdings'" 2,130,202,773 49.97  2,130,202,773 49.97

2,130,202,773 49.97  4,263,370,780 100.00
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Immediately following

As at the Latest completion of the
Practicable Date Hutchison Proposal
Number of Number of
Shares % Shares %
Shares held subject to the Scheme
— TUT3 (as trustee of UT3)?® 11,496,000 0.27 - -
— Mr. Li Ka-shing® 94,534,000 2.22 - -
- Mr. Li Tzar Kuoi, Victor® 1,386,770 0.03 - -
- Mr. Kam Hing Lam® 100,000 0.00 - -
— Mr. Leung Siu Hon® 55,600 0.00 - -
— Mr. Fok Kin Ning, Canning'” 6,010,875 0.14 - -
— Mr. Frank John Sixt® 200,000 0.01 - -
— Mr. Chow Kun Chee, Roland® 49,931 0.00 - -
— Mr. George Colin Magnus'? 1,000,000 0.02 - -
— Mr. Lee Yeh Kwong, Charles''" 1,135,358 0.03 - -
— Mr. Yeh Yuan Chang, Anthony"'? 130,000 0.00 - -
— Mr. Chow Nin Mow, Albert"'¥ 97 0.00 - -
— Ms. Hung Siu-lin, Katherine'*) 34,000 0.00 - -
— Mr. Li Tzar Kai, Richard"'> 110,000 0.00 - -
- HSBC"® 563,057 0.01 - -
— Bank of America Merrill Lynch(”) 3,402,560 0.08 - -
120,208,248 2.82 - -
Aggregate number of Shares held by
the Offeror and Offeror Concert
Parties!'©'? 2,250,411,021 52.78  4,263,370,780 100.00
Aggregate number of Shares held by
Disinterested Shareholders 2,012,959,759 47.22 - -
Total 4,263,370,780 100.00  4,263,370,780 100.00
Total number of Scheme Shares 2,133,168,007 50.03 - -

Notes:

(1) A total of 2,130,202,773 Shares are held by the Relevant CKH Holdings Subsidiaries. The Offeror is
also a wholly-owned subsidiary of CKH Holdings.

(2)  Mr. Li Ka-shing is the settlor of each of DT3 and DT4. Each of TDT3 (as trustee of DT3) and TDT4
(as trustee of DT4) holds units in UT3 but is not entitled to any interest or share in any particular
property comprising the trust assets of the said unit trust. The discretionary beneficiaries of each of
DT3 and DT4 are, among others, Mr. Li Tzar Kuoi, Victor, his wife and children, and Mr. Li Tzar
Kai, Richard. Therefore, TUT3 (as trustee of UT3) is regarded as acting in concert with the Offeror
in relation to the Company.
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3)

C))

&)

(6)

(7

(3)

©)

(10)

(1)

(12)

(13)

(14)

5)

Such 94,534,000 Shares are held by certain companies of which Mr. Li Ka-shing is interested in the
entire issued share capital. Mr. Li Ka-shing, who is an executive CKH Holdings Director, is regarded
as acting in concert with the Offeror in relation to the Company.

Among such 1,386,770 Shares, (i) 1,086,770 Shares are held by certain companies of which Mr. Li
Tzar Kuoi, Victor is interested in the entire issued share capital and (ii) 300,000 Shares are held by a
company of which Mr. Li Tzar Kuoi, Victor’s child is entitled to exercise or control the exercise of
one-third or more of the voting power at its general meeting. Mr. Li Tzar Kuoi, Victor, who is an
executive CKH Holdings Director and an Offeror Director, is regarded as acting in concert with the
Offeror in relation to the Company.

Among such 100,000 Shares, (i) 60,000 Shares are held by Mr. Kam Hing Lam and (ii) 40,000
Shares are held as his family interest. Mr. Kam Hing Lam, who is an executive CKH Holdings
Director and an Offeror Director, is regarded as acting in concert with the Offeror in relation to the
Company.

Among such 55,600 Shares, (i) 27,000 Shares are held by Mr. Leung Siu Hon and (ii) 28,600 Shares
are held as his family interest. Mr. Leung Siu Hon, who is a non-executive CKH Holdings Director,
is regarded as acting in concert with the Offeror in relation to the Company.

Such 6,010,875 Shares are held by a company equally controlled by Mr. Fok Kin Ning, Canning and
his spouse. Mr. Fok Kin Ning, Canning, who is a non-executive CKH Holdings Director, is regarded
as acting in concert with the Offeror in relation to the Company.

Mr. Frank John Sixt, who is a non-executive CKH Holdings Director, is regarded as acting in concert
with the Offeror in relation to the Company.

Mr. Chow Kun Chee, Roland, who is a non-executive CKH Holdings Director, is regarded as acting
in concert with the Offeror in relation to the Company.

Among such 1,000,000 Shares, (i) 40,000 Shares are held by Mr. George Colin Magnus, (ii) 9,900
Shares are held by his spouse and (iii) 950,100 Shares are indirectly held by discretionary trust(s)
under which Mr. George Colin Magnus is the settlor and a discretionary beneficiary. Mr. George
Colin Magnus, who is a non-executive CKH Holdings Director, is regarded as acting in concert with
the Offeror in relation to the Company.

Among such 1,135,358 Shares, (i) 1,070,358 Shares are held by Mr. Lee Yeh Kwong, Charles, (ii)
55,000 Shares are held by his spouse and (iii) 10,000 Shares are held by a company of which
Mr. Lee Yeh Kwong, Charles is interested in the entire issued share capital. Mr. Lee Yeh Kwong,
Charles, who is a non-executive CKH Holdings Director, is regarded as acting in concert with the
Offeror in relation to the Company. Since the issue of the Announcement, the number of Shares in
which Mr. Lee Yeh Kwong, Charles is interested has been restated to be 1,135,358 (and not
1,145,358 as stated in the Announcement), following the correction of an inadvertent mistake in the
disclosure of the number of Shares held by his spouse, which should be 55,000 (and not 65,000 as
stated in the Announcement).

Such 130,000 Shares are held as Mr. Yeh Yuan Chang, Anthony’s family interest. Mr. Yeh Yuan
Chang, Anthony, who is an independent non-executive CKH Holdings Director, is regarded as acting
in concert with the Offeror in relation to the Company.

Mr. Chow Nin Mow, Albert, who is an independent non-executive CKH Holdings Director, is
regarded as acting in concert with the Offeror in relation to the Company.

Ms. Hung Siu-lin, Katherine, who is an independent non-executive CKH Holdings Director, is
regarded as acting in concert with the Offeror in relation to the Company.

Mr. Li Tzar Kai, Richard is the son of Mr. Li Ka-shing and the brother of Mr. Li Tzar Kuoi, Victor,
and is presumed to be acting in concert with the Offeror in relation to the Company.
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(16) HSBC is the financial adviser to CKH Holdings and the Offeror. In addition, HSBC Corporate
Finance is a joint sponsor in relation to the Spin-off Proposal. As such, HSBC, HSBC Corporate
Finance and relevant members of the HSBC group (except those which are exempt principal traders
or exempt fund managers, in each case recognised by the Executive as such for the purpose of the
Takeovers Code) as regards Shares they own or control are presumed to be acting in concert with
CKH Holdings and the Offeror in relation to the Company in accordance with class (5) of the
definition of “acting in concert” under the Takeovers Code.

(17)  Bank of America Merrill Lynch is a joint sponsor in relation to the Spin-off Proposal. As such, Bank
of America Merrill Lynch and relevant members of the Bank of America Merrill Lynch group (except
those which are exempt principal traders or exempt fund managers, in each case recognised by the
Executive as such for the purpose of the Takeovers Code) as regards Shares they own or control are
presumed to be acting in concert with CKH Holdings and the Offeror in relation to the Company in
accordance with class (5) of the definition of “acting in concert” under the Takeovers Code. Of the
3,402,560 Shares owned or controlled by members of the Bank of America Merrill Lynch group
(except those which are exempt principal traders or exempt fund managers, in each case recognised
by the Executive as such for the purpose of the Takeovers Code), 3,220,374 Shares are represented
by ADRs (where every one ADR represents two Shares).

8.2 Shareholding Structure of CKH Holdings

As at the Latest Practicable Date, there were 2,316,164,338 CKH Holdings Shares in
issue and there were no options, derivatives, warrants or other securities issued by CKH
Holdings which are convertible or exchangeable into CKH Holdings Shares.

Following completion of the Merger Proposal, the Trust, together with Mr. Li Ka-shing
and Mr. Li Tzar Kuoi, Victor, will directly and/or indirectly hold approximately 30.15% of
the CKH Holdings Shares in issue.

The table below sets out the shareholding structure of CKH Holdings (a) as at the
Latest Practicable Date and (b) immediately following completion of the Merger Proposal,
assuming that there is no other change in the shareholding of CKH Holdings after the Latest
Practicable Date:

Immediately following

As at the CKH Holdings Shares to be completion of the Merger
Latest Practicable Date issued under Proposal
Number of CKH Hutchison Husky Share ~ Number of CKH
Holdings Shares % Proposal Exchange  Holdings Shares %
Trust'” 936,462,744 40.43 7,863,264 84,427,246 1,028,753,254 26.66
Mr. Li Ka-shing® 67,189,000 2.90 64,661,256 - 131,850,256 3.42
Mr. Li Tzar Kuoi,
Victor® 1,949,000 0.08 948,550 - 2,897,550 0.07
Other CKH Holdings
Directors 1,088,600 0.05 5,961,646 - 7,050,246 0.18

Directors of the
Company (other than
those who are also
CKH Holdings
Directors) - - 11,210,140®

11,210,140 0.29

1,006,689,344 43.46 90,644,856 84,427,246 1,181,761,446 30.62

Other CKH Holdings

Shareholders 1,309,474,994 56.54 - - 1,309,474,994 33.93
Other Shareholders - - 1,368,442,060 - 1,368,442,060 35.45
Total 2,316,164,338  100.00 1,459,086,916 84,427,246 3,859,678,500  100.00
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Notes:

(1)

@)

3)

“

(5)

(6)

@)

(®)

©)

(10)

The 936,462,744 CKH Holdings Shares as at the Latest Practicable Date are the total number of
CKH Holdings Shares held by TUTI as trustee of UT1 and companies controlled by TUTI as trustee
of UTI1, and the 1,028,753,254 CKH Holdings Shares immediately following completion of the
Merger Proposal will be the total number of CKH Holdings Shares held by TUTI as trustee of UT1
and companies controlled by TUTI as trustee of UT1, TUT3 as trustee of UT3 and a company
controlled by TDT3 as trustee of DT3. Mr. Li Ka-shing is the settlor of each of DT1 and DT2. Each
of TDT1, which is the trustee of DT1 and TDT2, which is the trustee of DT2, holds units in UT1 but
is not entitled to any interest or share in any particular property comprising the trust assets of the
said unit trust. The discretionary beneficiaries of each of DT1 and DT2 are, among others, Mr. Li
Tzar Kuoi, Victor, his wife and children, and Mr. Li Tzar Kai, Richard. Mr. Li Ka-shing is the settlor
of each of DT3 and DT4. Each of TDT3 as trustee of DT3 and TDT4 as trustee of DT4 holds units
in UT3 but is not entitled to any interest or share in any particular property comprising the trust
assets of the said unit trust. The discretionary beneficiaries of each of DT3 and DT4 are, among others,
Mr. Li Tzar Kuoi, Victor, his wife and children, and Mr. Li Tzar Kai, Richard. Each of TUTI, TDTI,
TDT2, Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor will be taken to have a duty of disclosure in
relation to relevant CKH Holdings Shares under the SFO.

In addition to the 936,462,744 CKH Holdings Shares or 1,028,753,254 CKH Holdings Shares (as the
case may be) referred to in note 1 above for which Mr. Li Ka-shing is taken to have a duty of
disclosure under the SFO, Mr. Li Ka-shing was interested in 67,189,000 CKH Holdings Shares as at
the Latest Practicable Date and will be interested in 131,850,256 CKH Holdings Shares immediately
following completion of the Merger Proposal.

In addition to the 936,462,744 CKH Holdings Shares or 1,028,753,254 CKH Holdings Shares (as the
case may be) referred to in note 1 above for which Mr. Li Tzar Kuoi, Victor is taken to have a duty
of disclosure under the SFO, Mr. Li Tzar Kuoi, Victor was interested in 1,949,000 CKH Holdings
Shares as at the Latest Practicable Date and will be interested in 2,897,550 CKH Holdings Shares
immediately following completion of the Merger Proposal.

Based on the share exchange ratio of 0.684 of a new CKH Holdings Share for every one Scheme
Share and the 11,496,000 Shares in which the Trust was interested as at the Latest Practicable Date, a
total of 7,863,264 CKH Holdings Shares will be issued under the Hutchison Proposal in respect of
such interest of the Trust.

Based on the share exchange ratio of 0.684 of a new CKH Holdings Share for every one Scheme
Share and the 94,534,000 Shares in which Mr. Li Ka-shing was interested as at the Latest Practicable
Date, a total of 64,661,256 CKH Holdings Shares will be issued under the Hutchison Proposal in
respect of such interest of Mr. Li Ka-shing.

Based on the share exchange ratio of 0.684 of a new CKH Holdings Share for every one Scheme
Share and the 1,386,770 Shares in which Mr. Li Tzar Kuoi, Victor was interested as at the Latest
Practicable Date, a total of 948,550 CKH Holdings Shares will be issued under the Hutchison
Proposal in respect of such interest of Mr. Li Tzar Kuoi, Victor.

Based on the share exchange ratio of 0.684 of a new CKH Holdings Share for every one Scheme
Share and the 8,715,861 Shares in which other CKH Holdings Directors were interested as at the
Latest Practicable Date, a total of 5,961,464 CKH Holdings Shares will be issued under the
Hutchison Proposal in respect of such interest of other CKH Holdings Directors.

Based on the share exchange ratio of 0.684 of a new CKH Holdings Share for every one Scheme
Share and the 16,389,095 Shares in which the Directors (other than those who are also CKH
Holdings Directors) were interested as at the Latest Practicable Date, a total of 11,210,140 CKH
Holdings Shares will be issued under the Hutchison Proposal in respect of such interest of the
Directors (other than those who are also CKH Holdings Directors).

Based on the share exchange ratio of 1.376 new CKH Holdings Shares for every one Husky Share to
be acquired, a total of 84,427,246 CKH Holdings Shares will be issued to the Husky Sale Shares
Vendor (or as it may direct) in relation to the acquisition of 61,357,010 Husky Shares under the
Husky Share Exchange.

The number of CKH Holdings Shares to be issued to the relevant parties under the Hutchison
Proposal may be subject to change due to possible rounding down of the actual number of CKH
Holdings Shares to be issued as a result of exclusion of their respective fractional entitlements under
the Scheme (if any).
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9. INFORMATION ON THE CKH HOLDINGS GROUP AND THE OFFEROR
9.1 General Information on CKH Holdings and the Offeror

CKH Holdings was incorporated in the Cayman Islands on 11 December 2014 as an
exempted company with limited liability. On completion of the Cheung Kong Reorganisation
on 18 March 2015, CKH Holdings became the holding company of the Cheung Kong Group
and its shares became listed on the Main Board by way of introduction. CKH Holdings is a
constituent stock of the Hang Seng Index. The total audited net asset value of Cheung Kong
as at 31 December 2014 was approximately HK$406,047 million.

The present principal business activities of the CKH Holdings Group comprise (i)
property development and investment, hotel and serviced suite operation, property and
project management, and (ii) investment in infrastructure businesses and securities, and the
ownership and leasing of movable assets. The CKH Holdings Group also has an
approximately 49.97% shareholding interest in the Company.

The CKH Holdings Group is one of the largest developers in Hong Kong of residential,
commercial and industrial properties.

The Offeror is an investment holding company incorporated in the British Virgin
Islands and a wholly-owned subsidiary of CKH Holdings.

Please refer to Appendices Il and III to this document for further information and
selected financial information of the CKH Holdings Group and the Offeror.

9.2 Financial and Trading Prospects of the CKH Holdings Group
Current financial and trading prospects of the CKH Holdings Group

The global economic recovery was mixed in 2014 with growth in the U.S.
gradually strengthening while economic performance in Europe and Japan was below
expectations. The global marketplace continued to face various uncertainties, although
the conclusion of the U.S. asset purchase program in October 2014 has caused no
significant adverse effects so far.

Global interest rates will likely remain at low levels for a considerable time
following the European Central Bank’s decision to launch an expanded asset purchase
program and the recent moves of certain major economies to cut interest rates. The
sharp fall in the Euro against the U.S. dollar is expected to increase the
competitiveness of the Euro zone and to benefit its long-term economic development.
Looking forward to 2015, the U.S. economy is on track for positive growth, and the
global economy is expected to continue a steady recovery, barring no major unforeseen
material adverse developments.

China is heading in the right direction by continuing with its implementation of

the broad-based and deep-rooted reform and opening policy. This not only brings
greater motivation and aspirations to the nation, but also serves as a key driving force
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in establishing China in its proper place in the global economic order. The Central
Government has reaffirmed its commitment to a ‘“new normal” state of more
sustainable economic growth, and the priority of its economic agenda for 2015 is to
keep this growth balanced and steady. With proactive fiscal and prudent monetary
policies firmly in place, China’s growth prospects remain optimistic.

Prior to the transactions contemplated by the Merger Proposal and the Spin-off
Proposal, the principal activities of the CKH Holdings Group encompass property
development and investment, hotel and serviced suite operation, property and project
management, and investment in infrastructure businesses and securities, and the newly
invested business of the ownership and leasing of movable assets. These core
businesses have been the key drivers in providing steady streams of revenue to the
CKH Holdings Group. The Company, CKH Holdings’ major listed affiliate, has been a
major contributor to the CKH Holdings Group’s results. With diversified operations
spanning over 50 countries around the globe, the Group has six core businesses — ports
and related services, property and hotels, retail, infrastructure, energy and
telecommunications.

The proposed merger and reorganisation of the CKH Holdings Group’s and the
Group’s businesses, which will result in two new Hong Kong-listed entities, CKH
Holdings, holding all of the non-property businesses of the two groups, and CK
Property, combining the property businesses of the two groups, is expected to create
significant value for shareholders and realise maximum business synergies. The
reorganisation will provide greater transparency and investment flexibility for
shareholders and investors.

Faced with intense competition from all corners of the globe, the CKH Holdings
Group must steer its course with wisdom in order to meet the challenges that lie ahead.
The CKH Holdings Group will adhere to its principle of “Advancing with Stability”
and, together with its solid financial profile, make prudent investment and financial
decisions based on the long-term interests of its shareholders.

Effects of the Merger Proposal and the Spin-off Proposal

The Merger Proposal, comprising the Husky Share Exchange and the Hutchison
Proposal, and the Spin-off Proposal will result in the Combined Non-Property
Businesses being held by the Resulting CKH Holdings Group and the Combined
Property Businesses being held by the CK Property Group.

Under the Spin-off Proposal, CK Property will allot and issue to the CKH
Holdings Shareholders (other than the Non-Qualifying CKH Holdings Shareholders)
new CK Property Shares pursuant to the Distribution In Specie in the ratio of one CK
Property Share for every one CKH Holdings Share held as at the DIS Record Time.
Upon completion of the Spin-off Proposal, CK Property will cease to be a subsidiary of
CKH Holdings.

It is expected that completion of the Merger Proposal and the Spin-off Proposal
will (i) create shareholders’ value through the elimination of the holding company
discount of CKH Holdings’ stake in the Company, (ii) provide greater transparency and
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business coherence, (iii) remove the layered holding structure between CKH Holdings
and the Company, allowing shareholders to directly invest in two separate listed
vehicles alongside the Trust, (iv) enable all eligible shareholders to hold shares in CKH
Holdings and CK Property directly, thereby enhancing investment flexibility and
efficiencies, as well as (v) enhance size and scale.

Effects on the Resulting CKH Holdings Group

Following completion of the Merger Proposal and the Spin-off Proposal, the
Resulting CKH Holdings Group will be a multinational conglomerate of significant size
and scale, operating in over 50 countries across five primary business segments — ports
and related services, retail, infrastructure, energy and telecommunications.

In particular, the Resulting CKH Holdings Group’s infrastructure segment will be
significantly strengthened following completion of the Merger Proposal. Infrastructure
assets currently owned by the CKH Holdings Group contributed HK$1.8 billion to
Cheung Kong’s profit before tax in the year ended 31 December 2014 and will be
combined with the infrastructure assets currently owned by the Group. Cheung Kong’s
new aircraft leasing business will also be included in the Resulting CKH Holdings
Group’s infrastructure segment.

The table below summarises the effective interest in the infrastructure assets
owned by the Group as at the Latest Practicable Date and the effective interest in the
infrastructure assets which will be owned by the Resulting CKH Holdings Group
following completion of the Merger Proposal and the Spin-off Proposal:

Australian Gas
Northumbrian | Wales & West Networks AVR-
Water Group | Utilities Limited Limited Afvalverwerking
Asset Limited (“WWU”) (“AGN”) Park’N Fly, Inc. | B.V. (“AVR”)
Size indicator Total assets: Total assets: Total assets: Acquisition Acquisition
HK$50.5 bn”  |HK$18.1 bn” | HK$24.7 bn” | consideration: enterprise value:
(as at 31 March |(as at 31 March | (as at 30 June HK$2.7 bn (as at | HK$9.7 bn (as at
2014) 2014) 2014) 17 June 2014) 17 June 2013)
Business Water and Gas distribution | One of the Largest Largest
description sewerage networks in the |largest natural off-airport car energy-from-waste
services in the | United Kingdom | gas distributors | park provider in |company in the
United Kingdom in Australia Canada Netherlands
Effective interest as at the Latest Practicable Date
Group’s effective |30.27% 31.53% 42.12% 37.84% 32.37%
interest®
Effective interest following completion of the Merger Proposal and the Spin-off Proposal
Resulting CKH | 70.27% 61.53% 69.63% 87.84% 67.37%
Holdings
Group’s
effective
interest
Accounting Consolidation Equity Equity Consolidation Equity
Treatment Accounting® Accounting® Accounting®®
Notes:

(1)  Exchange rate: GBP 1 = HK$12.9052 (as at 31 March 2014) and AUD 1 = HK$7.3010 (as at 30 June
2014).
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(2)  The Group’s indirect shareholding through a 75.67% stake in Cheung Kong Infrastructure Holdings
Limited as at the Latest Practicable Date.

(3) Interests in AGN, AVR and WWU will continue to be classified and equity accounted for as interests
in joint ventures as the Resulting CKH Holdings Group is not deemed to have control over these
assets based on the respective shareholder agreements. The net debt, based on the principal amount of
bank and other debts less cash and cash equivalents, of AGN, AVR and WWU amounted to
approximately HK$13,554 million, HK$3,096 million and HK$15,807 million, respectively, as at 31
December 2014.

In January 2015, a 50/50 joint venture of Cheung Kong and Cheung Kong
Infrastructure Holdings Limited, a subsidiary of the Company, entered into an
agreement to acquire Eversholt Rail, one of the three major rolling stock operating
companies in the United Kingdom. The enterprise value of the transaction is
approximately HK$29.3 billion (approximately GBP2.5 billion). Eversholt Rail leases a
diverse range of rolling stock, including regional, commuter and high speed passenger
trains, as well as freight locomotives and wagons, on long-term contracts. Completion
is expected to take place around April 2015. If completed, Eversholt Rail will become
a member of the Resulting CKH Holdings Group and is expected to deliver recurring
cash flows and earnings.

The Resulting CKH Holdings Group will include the aircraft leasing business
newly invested in by Cheung Kong in 2014. In 2014, Cheung Kong entered into
agreements to acquire 45 aircraft with existing lease agreements for a total
consideration of approximately HK$14.7 billion, of which the acquisition of 26 aircraft
was completed in 2014 and of the remaining 19 aircraft is expected to be completed in
2015. Cheung Kong also invested in the aircraft leasing business through a joint
venture with independent third parties. The aircraft leasing business (including the
share of joint venture) contributed profit before tax of approximately HK$334 million
for the year ended 31 December 2014. The transactions completed to date will form a
platform to develop further the aircraft ownership and leasing business, and is expected
to add diversity to the Resulting CKH Holdings Group’s business mix and generate
long-term steady income.

In the energy segment, the Group is currently the second largest shareholder,
holding an approximately 33.96% interest in Husky, one of the largest integrated
energy companies in Canada. Following completion of the Husky Share Exchange, the
Resulting CKH Holdings Group will become the largest shareholder in Husky, with an
interest of approximately 40.20%. The incremental stake of approximately 6.24% in
Husky would contribute approximately HK$517 million to the profit after tax of the
Resulting CKH Holdings Group for the year ended 31 December 2014 on a pro forma
basis.

Following completion of the Merger Proposal and the Spin-off Proposal, through
enhanced scale in the non-property businesses, the revenue'", EBITDA‘" and profit
attributable to ordinary shareholders of the Resulting CKH Holdings Group for the year

(€]

Inclusive of the Resulting CKH Holdings Group’s proportionate share of associates and joint ventures’
respective items.
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ended 31 December 2014 on a pro forma basis are approximately HK$427.6 billion,
HK$97.3 billion and HK$105.6 billion (of which HK$31.2 billion are recurring profit
attributable to ordinary shareholders), respectively, and the total assets and net asset
value of the Resulting CKH Holdings Group as at 31 December 2014 on a pro forma
basis are approximately HK$1,029.7 billion and HK$522.1 billion, respectively.

The charts below show the actual and pro forma contributions for the year ended
31 December 2014 by each business segment to the Group and the Resulting CKH
Holdings Group, respectively, demonstrating the enhanced scale and position in the
infrastructure and energy business segments of the Resulting CKH Holdings Group
following completion of the Merger Proposal and the Spin-off Proposal.

Total Revenue EBITDA
Group (actual) Resulting CKH Holdings Group (actual) Resulting CKH Holdings
Group (pro forma) Group (pro forma)
Ports & Ports & Ports &
Fgﬂ, and gelmd Fgﬁ] :?Sd gelﬂ}ed Fglhgrsd Roelastsd ng;::sd Ezli:\s're&d
Cr'S i .
5% e;\g}: o Property 6% eg\;}f . % selr%/;/ies 4% Services

13%

Telecom-
Property munications
& Hotels 19%

& Hotels Telecom-
Telecom- 4% Telecom- munications
munications munications 19%
21% 20%

“

Infrastructure

=

Infrastructure

11% 13%
HK$421,472 million HK$427,617 million HK$98,873 million HK$97,286 million
Notes:

(1)  Total revenue and EBITDA include the Group’s and Resulting CKH Holdings Group’s proportionate
share of associated companies’ and joint ventures’ respective items. Total revenue and EBITDA were
adjusted to exclude the non-controlling interests’ share of results of Hutchison Port Holdings Trust.
See note 5(m) to the financial statements of the Group for the year ended 31 December 2014 set out
in Appendix V to this document.

(2)  “F&I” refers to Finance and Investments.

As the consideration for implementing the Scheme will be satisfied by way of the
issue of CKH Holdings Shares, there is no requirement for financing the consideration
for the Scheme on the part of the Offeror.

Pursuant to the Property Businesses Combination, CKH Holdings will receive
HK$55 billion of cash, which will enhance the liquidity position and financial
flexibility of the Resulting CKH Holdings Group. On a pro forma basis as at 31
December 2014, CKH Holdings had total cash, liquid funds and other listed
investments of approximately HK$215.8 billion, bank and other debts of approximately
HK$334.4 billion and a net debt to net total capital ratio of 18.2%.
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10.

Please refer to the unaudited pro forma financial information of the Resulting
CKH Holdings Group set out in “Appendix VI — Unaudited Pro Forma Financial
Information of the Resulting CKH Holdings Group”, which has been prepared to
illustrate the financial effects of the Merger Proposal and the Spin-off Proposal on the
CKH Holdings Group.

Prospects for the Resulting CKH Holdings Group

The Resulting CKH Holdings Group will continue to be registered and listed in
Hong Kong and will adhere to its core strategic objective to maximise shareholder
value by driving long-term sustainable growth of its businesses.

Achieving an optimal balance between progress and stability has always been one
of the defining operating philosophies of the Cheung Kong Group, the predecessor of
the CKH Holdings Group, and remains so for the CKH Holdings Group. It is the
intention of the CKH Holdings Group to be steadfast in maintaining financial prudence
in its pursuit of global acquisitions and investments. Through adhering to its
fundamental financial discipline of maintaining a strong financial profile, the Resulting
CKH Holdings Group intends to maintain strong liquidity and sufficient financial
resources whilst maintaining an appropriate net debt to net total capital ratio to
capitalise on potential merger and acquisition transactions and other accretive
investment and collaboration opportunities as they arise, and to create shareholder
value on a sustainable basis.

Effects on CK Property

Upon the listing of CK Property on the Main Board, the CK Property Group will
be one of Hong Kong’s largest property developers with a leading market share in
Hong Kong, strong penetration in the PRC and an international presence through its
operations in Singapore and the United Kingdom. Information about the CK Property
Group, details of the property portfolio and the valuation of certain of the property
interests of the CK Property Group as at 28 February 2015, historical financial
information of the Cheung Kong Property Group and the Hutchison Property Group
and unaudited pro forma financial information of the CK Property Group are set out in
Appendices VII, VIII, IXA, IXB and X to this document. This information is provided
solely to assist Shareholders in their consideration of the Scheme.

CK Property has made an application to the Stock Exchange for the listing of, and
permission to deal in, the CK Property Shares on the Main Board by way of
introduction.

INFORMATION ON THE GROUP

The Company is a company incorporated in Hong Kong with limited liability, the

shares of which are listed on the Main Board. The Company is a constituent stock of the
Hang Seng Index. The audited net asset value of the Company as at 31 December 2014 was
approximately HK$519,062 million.

The Group is a multinational conglomerate committed to innovation and technology,

with six core businesses — ports and related services, property and hotels, retail,
infrastructure, energy and telecommunications — in over 50 countries across the world.
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11. BOARD OF DIRECTORS OF CKH HOLDINGS AND CK PROPERTY
FOLLOWING COMPLETION OF THE MERGER PROPOSAL AND THE
SPIN-OFF PROPOSAL

Following completion of the Merger Proposal and the Spin-off Proposal, it is proposed
that the composition of the board of directors of each of CKH Holdings and CK Property
will be as follows:

Board of Directors of CKH Holdings Board of Directors of CK Property
Executive Directors Executive Directors
Mr. Li Ka—shing (Chairman) Mr. Li Ka-shing (Chairman)
Mr. Li Tzar Kuoi, Victor (Deputy Chairman Mr. Li Tzar Kuoi, Victor (Managing
and Group Co-Managing Director) Director and Deputy Chairman)
Mr. Fok Kin Ning, Canning Mr. Kam Hing Lam
(Group Co-Managing Director) (Deputy Managing Director)
Mrs. Chow Woo Mo Fong, Susan Mr. Ip Tak Chuen, Edmond
(Group Deputy Managing Director) (Deputy Managing Director)
Mr. Frank John Sixt (Group Finance Director Mr. Chung Sun Keung, Davy
and Deputy Managing Director) Mr. Chiu Kwok Hung, Justin
Mr. Ip Tak Chuen, Edmond Mr. Chow Wai Kam
(Deputy Managing Director) Ms. Pau Yee Wan, Ezra
Mr. Kam Hing Lam Ms. Woo Chia Ching, Grace

(Deputy Managing Director)
Mr. Lai Kai Ming, Dominic
(Deputy Managing Director)

Non-executive Directors

Mr. Chow Kun Chee, Roland
Mr. Lee Yeh Kwong, Charles
Mr. Leung Siu Hon

Mr. George Colin Magnus

Independent Non-executive Directors Independent Non-executive Directors
Mr. Kwok Tun-li, Stanley Mr. Cheong Ying Chew, Henry

Mr. Cheng Hoi Chuen, Vincent Mr. Chow Nin Mow, Albert

The Hon Sir Michael David Kadoorie Ms. Hung Siu-lin, Katherine

Ms. Lee Wai Mun, Rose Mr. Simon Murray

Mr. William Shurniak Mr. Yeh Yuan Chang, Anthony

Mr. Wong Chung Hin
Dr. Wong Yick-ming, Rosanna
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12. EXPECTED IMPACT ON CREDIT RATINGS AND PROPOSED DIVIDEND
ARRANGEMENTS

12.1 Credit Ratings

The Merger Proposal and the Spin-off Proposal, collectively, result in certain financial
creditors being entitled to require the repayment or mandatory pre-payment of certain
indebtedness of the CKH Holdings Group and the Group. The relevant companies have
available sufficient resources to effect any such repayment or pre-payment. The Merger
Proposal and the Spin-off Proposal, collectively, are therefore not expected to have any
adverse effect on the CKH Holdings Group, the Group or their respective creditors.

In addition, CKH Holdings will, following completion of the Merger Proposal and the
Spin-off Proposal, guarantee the existing indebtedness of the CKH Holdings Group and the
Group which is guaranteed by Cheung Kong or the Company, including all outstanding
bonds and capital securities issued by members of the CKH Holdings Group and the Group
and guaranteed by Cheung Kong or the Company. Following completion of the Merger
Proposal and the Spin-off Proposal, subject to the confirmation of credit rating agencies,
both CKH Holdings and CK Property are expected to obtain and maintain strong investment
grade ratings consistent with the Company’s current investment grade ratings.

12.2 Proposed Dividend Arrangements

On 26 February 2015, each of the Company and Cheung Kong declared a second
interim dividend in lieu of a final dividend in respect of the financial year of 2014 based on
its respective full year results for the financial year of 2014. The payment date for such
second interim dividend by the Company and Cheung Kong will be 15 April 2015, which is
earlier than the usual payment date for the final dividend paid by the Company and Cheung
Kong in recent years.

For the financial year of 2015, if the Merger Proposal and the Spin-off Proposal have
become effective, an interim dividend will be declared by each of CKH Holdings and CK
Property at the time of the announcement of their respective interim results and will take
account of the results of the respective businesses of the CKH Holdings Group and the CK
Property Group from 1 January 2015. Subject to business results for the financial year of
2015, assuming an existing CKH Holdings Shareholder or a Shareholder continues to hold
both the CKH Holdings Shares and CK Property Shares received following completion of
the Merger Proposal and the Spin-off Proposal, it is expected that the combined dividend per
share that CKH Holdings and CK Property will pay in respect of the financial year of 2015
on those shares will be more than the total dividend per Cheung Kong Share or per Share,
as the case may be, paid in respect of the financial year of 2014, excluding any special
dividends paid in that year.

Going forward from the financial year of 2016, each of CKH Holdings and CK
Property will adopt a dividend policy that is consistent with its business profile. Subject to
business conditions and the maintenance of a strong credit profile, each of CKH Holdings
and CK Property expects its dividend policy to result in a higher dividend payout ratio than
that in the financial year of 2015.
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13. SHARE CERTIFICATES, DEALINGS AND LISTING

Upon the Scheme becoming effective, all the Scheme Shares will be cancelled. The
share certificates for the Scheme Shares will thereafter cease to have effect as documents or
evidence of title. An application will be made by the Company to the Stock Exchange for
the voluntary withdrawal of the listing of the Shares on the Stock Exchange following the
Scheme becoming effective pursuant to Rule 6.15(2) of the Listing Rules.

It is currently expected that dealings in the Shares on the Main Board will cease at
4:00 p.m. on Tuesday, 26 May 2015 and the listing of the Shares on the Main Board will be
withdrawn at 9:00 a.m. on Wednesday, 3 June 2015. The Company will make an
announcement of the exact dates of the last day for dealing in the Shares and on which date
the Scheme and the withdrawal of the listing of the Shares on the Stock Exchange will
become effective.

The listing of the Shares on the Stock Exchange will not be withdrawn if the
Hutchison Proposal is not approved, lapses or does not become unconditional for any reason.
Under the relevant restrictions of the Takeovers Code relating to the making of subsequent
offers, if the Hutchison Proposal does not become unconditional or is withdrawn or lapses,
neither the Offeror nor any person who acted in concert with it in the course of the
Hutchison Proposal (nor any person who is subsequently acting in concert with any of them)
may, within 12 months from the date on which the Hutchison Proposal is withdrawn or
lapses, announce an offer or possible offer for the Company, except with the consent of the
Executive.

14. REGISTRATION AND DESPATCH OF NEW CKH HOLDINGS SHARE
CERTIFICATES

In order to determine entitlements to the Cancellation Consideration under the Scheme,
the register of members of the Company will be closed from Friday, 29 May 2015 (or such
other date as may be notified to the Scheme Shareholders by announcement). The Scheme
Shareholders should ensure that their Shares are registered or lodged for registration in their
names or in the names of their nominees before the closure of the register of members of
the Company. The Company’s share registrar is Computershare Hong Kong Investor Services
Limited, which is located at Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong.

In respect of the CKH Holdings Shares which the Scheme Shareholders (other than the
Non-Qualifying Overseas Shareholders) are entitled to receive as the Cancellation
Consideration under the Scheme, each Scheme Shareholder will be sent (a) one share
certificate representing CKH Holdings Shares that are a whole multiple of a board lot of 500
CKH Holdings Shares and (b) (if applicable) one share certificate for the remaining CKH
Holdings Shares which represent less than a whole multiple of 500 CKH Holdings Shares
(i.e. an odd lot of CKH Holdings Shares), except for HKSCC Nominees Limited which may
request for share certificates to be issued in such denominations as it may specify.
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Assuming that the Scheme becomes effective on Wednesday, 3 June 2015, the share
certificates for the new CKH Holdings Shares are expected to be despatched to the Scheme
Shareholders (other than the Non-Qualifying Overseas Shareholders) on Tuesday, 2 June
2015.

In the absence of any specific instructions to the contrary received in writing by the
Hong Kong share registrar of CKH Holdings before the Effective Date, the share certificates
for the new CKH Holdings Shares representing the Cancellation Consideration under the
Scheme will be sent to the Scheme Shareholders (other than the Non-Qualifying Overseas
Shareholders) whose names appear on the register of members of the Company as at the
Record Time at their respective registered addresses or, in the case of joint holders, to the
registered address of that joint holder whose name stands first on the register of members of
the Company in respect of the joint holding. All such share certificates will be sent at the
risk of the persons entitled thereto and none of CKH Holdings, the Offeror and the
Company will be liable for any loss or delay in transmission.

Settlement of the Cancellation Consideration under the Scheme will be implemented in
full in accordance with the terms of the Scheme without regard to any lien, right of set-off,
counterclaim or other analogous right to which CKH Holdings may otherwise be, or claim to
be, entitled against any Scheme Shareholders.

15. ARRANGEMENTS RELATING TO THE SALE OF ODD LOTS OF CKH
HOLDINGS SHARES

In order to assist CKH Holdings Shareholders to sell their odd lots of CKH Holdings
Shares received under the Scheme if they so wish, CKH Holdings has appointed Fulbright
Securities Limited and One China Securities Limited (the “Odd Lot Traders”) to provide,
on a best efforts basis, a service to match the sale and purchase of odd lots of CKH
Holdings Shares (the “Matching Service”) during the period of 60 days commencing from
(and including) the Effective Date (which is expected to be Wednesday, 3 June 2015) (the
“Matching Period”).

In the event of successful matching, no brokerage will be charged by the Odd Lot
Traders for the odd lots of CKH Holdings Shares sold as CKH Holdings has agreed to
absorb this cost as part of the appointment of the Odd Lot Traders. The opening of trading
accounts with the Odd Lot Traders for the purpose of the Matching Service is subject to
satisfactory completion of requisite account opening procedures.

Any CKH Holdings Shareholder wishing to make use of the Matching Service may
contact the following persons during the Matching Period:

Fulbright Securities Limited One China Securities Limited
33rd Floor, Cosco Tower 2/F, Cheong K. Building
Grand Millennium Plaza 86 Des Voeux Road Central
No. 183 Queen’s Road Central Hong Kong
Hong Kong Attention: Marco KO
Attention: CHAN Yui Kie Frankie MAK

SAN Uel Sammy Telephone: +852 3188 9878
Telephone: +852 2805 0727 +852 3188 4321
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CKH Holdings Shareholders who have brokerage accounts and who wish to sell their
odd lots of CKH Holdings Shares received under the Scheme may also approach and inform
their brokers that the Odd Lot Traders will, on a best efforts basis during the Matching
Period, provide liquidity for odd lots of CKH Holdings Shares. CKH Holdings Shareholders
selling odd lots of CKH Holdings Shares through their brokers to the Odd Lot Traders will
be responsible for all fees (if any) payable to their brokers, but no additional brokerage will
be payable by them to the Odd Lot Traders.

Holders of CKH Holdings Shares received under the Scheme should note that the
successful matching of odd lots of CKH Holdings Shares and the provision of liquidity
referred to above is not guaranteed. CKH Holdings Shareholders are advised to consult their
own professional advisers if they are in doubt about any of these arrangements.

It is intended that similar arrangements will be put in place in respect of odd lots of
CK Property Shares received pursuant to the Distribution In Specie.

16. NON-QUALIFYING OVERSEAS SHAREHOLDERS

The making of the Hutchison Proposal to certain Shareholders may be subject to the
laws of jurisdictions other than Hong Kong. Overseas Shareholders and Beneficial Owners
residing in jurisdictions other than Hong Kong should inform themselves about and observe
all legal and regulatory requirements applicable to them. It is the responsibility of the
Shareholders and the Beneficial Owners to satisfy themselves as to the full observance of
the laws of the relevant jurisdictions applicable to them in connection with the Scheme,
including obtaining any governmental, exchange control or other consents which may be
required, and compliance with other necessary formalities and the payment of any issue,
transfer or other taxes due in such jurisdictions.

The Scheme provides that if the law of any relevant jurisdiction precludes an offer of
the CKH Holdings Shares, or precludes it except after compliance by CKH Holdings with
conditions with which CKH Holdings is unable to comply or which CKH Holdings regards
as unduly onerous, no CKH Holdings Shares will be issued to the relevant Non-Qualifying
Overseas Shareholders.

In such case, the CKH Holdings Shares which would otherwise have been allotted to
the relevant Non-Qualifying Overseas Shareholders under the Scheme will be allotted to the
Selected Person, who will sell such CKH Holdings Shares (including, for the avoidance of
doubt, the CK Property Shares received pursuant to the Distribution In Specie and which are
attributable to such CKH Holdings Shares) on the market as soon as reasonably practicable
after the Scheme becomes effective.

The aggregate proceeds of such sale (net of expenses and taxes) will be paid to the
relevant Non-Qualifying Overseas Shareholders (pro rata to their shareholdings in the
Company as at the Record Time) in Hong Kong dollars in full satisfaction of their rights to
the relevant CKH Holdings Shares pursuant to the Scheme, provided that if the amount that
a Non-Qualifying Overseas Shareholder would be entitled to receive is less than HK$50,
such sum will be retained for the benefit of CKH Holdings. Such payment will be sent to
the relevant Non-Qualifying Overseas Shareholders at their own risk within 14 days after
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any such sale but in any event within 28 days from the Effective Date. In the absence of
bad faith or wilful default, none of CKH Holdings, the Offeror, the Company and the
Selected Person shall have any liability for any loss or damage arising as a result of such
sale.

As at the Latest Practicable Date, there were 507 Shareholders whose addresses as
registered in the register of members of the Company were outside Hong Kong, namely, in
Australia, Austria, Bermuda, Canada, France, Indonesia, India, Ireland, Japan, Kenya,
Macau, Malaysia, New Zealand, Nigeria, Panama, the Philippines, Portugal, the PRC, the
Republic of Korea, Singapore, Sri Lanka, Sweden, Switzerland, Tahiti, Taiwan, Thailand, the
United Arab Emirates, the United Kingdom and the United States of America.

CKH Holdings and the Company have made enquiries with legal advisers in these
jurisdictions regarding the legal restrictions under the applicable laws of each of these
jurisdictions and the requirements of the relevant regulatory bodies or stock exchanges
regarding the issue or transfer of the CKH Holdings Shares to these Overseas Shareholders
as a result of the implementation of the Scheme.

Based on the advice received and where relevant, taking into account the number of
Overseas Shareholders in the relevant jurisdictions as at the Latest Practicable Date and/or
the number of Shares they then held and assuming that the relevant legal requirements
remain unchanged, the Excluded Jurisdiction is expected to be the United Arab Emirates,
and therefore, the Overseas Shareholders in the Excluded Jurisdiction are expected to be
Non-Qualifying Overseas Shareholders.

If the address of any Shareholder as registered in the register of members of the
Company as at the Record Time is located in any other jurisdiction outside Hong Kong
which is not referred to above and such Shareholder should, in the view of CKH Holdings
and the Company having made the relevant enquiries and having considered the
circumstances, be excluded from receiving CKH Holdings Shares pursuant to the Scheme on
the basis that the law of such jurisdiction precludes an offer of the CKH Holdings Shares, or
precludes it except after compliance by CKH Holdings with conditions with which CKH
Holdings is unable to comply or which CKH Holdings regards as unduly onerous, such
jurisdiction will, subject to the Executive’s consent, be an Excluded Jurisdiction and the
Company will make an announcement to inform Shareholders.

Shareholders and Beneficial Owners should consult their professional advisers if they
are in any doubt as to the potential applicability of, or consequence under, any provision of
law or regulation or judicial or regulatory decisions or interpretations in any jurisdictions,
territory or locality therein or thereof and, in particular, whether there will be any restriction
or prohibition on the acquisition, retention, disposal or otherwise with respect to the Shares
or the CKH Holdings Shares, as the case may be. It is emphasised that none of CKH
Holdings, the Offeror, the Company, HSBC, Goldman Sachs, the Independent Financial
Adviser, any of their respective directors, officers, employees, agents, affiliates or advisers
or any other person involved in the Scheme accept any responsibility in relation to the
above.
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Overseas Shareholders should refer to “Information for Overseas Shareholders” for
further details of the requirements applicable to the jurisdictions where they are located or
resident.

17. TAXATION
17.1 Certain Material Hong Kong Tax Considerations

As the Scheme does not involve the sale and purchase of Hong Kong stock, no stamp
duty will be payable pursuant to the Stamp Duty Ordinance (Chapter 117 of the Laws of
Hong Kong) on the cancellation of the Scheme Shares upon the Scheme becoming effective.

17.2 Certain Material US Federal Income Tax Considerations

The following discussion is a summary of certain material US federal income tax
considerations under present law of the exchange of Scheme Shares for CKH Holdings
Shares pursuant to the Hutchison Proposal, and the ownership and disposition of CKH
Holdings Shares, in each case, by a US Holder (as defined below). This summary deals only
with US Holders receiving CKH Holdings Shares in the Hutchison Proposal that use the US
dollar as their functional currency and that hold Scheme Shares, and will hold CKH
Holdings Shares received pursuant to the Hutchison Proposal, as capital assets. This
summary does not address tax considerations applicable to investors subject to special rules,
such as persons that immediately after the execution of the Hutchison Proposal will own
(directly, indirectly or constructively) 5% or more by vote or value of CKH Holdings equity
interests, certain financial institutions, dealers or traders, insurance companies, tax exempt
entities, persons holding their Scheme Shares or their CKH Holdings Shares as part of a
hedge, straddle, conversion, constructive sale or other integrated transaction. It also does not
address US state and local or non-US tax considerations.

As used here, “US Holder” means, for purposes of the Hutchison Proposal, a
beneficial owner of Scheme Shares and, after the exchange of Scheme Shares for CKH
Holdings Shares pursuant to the Hutchison Proposal, CKH Holdings Shares that is, for US
federal income tax purposes, (i) a citizen or individual resident of the United States, (ii) a
corporation or entity treated as such created or organised under the laws of the United
States, any state thereof or the District of Columbia, (iii) a trust subject to the control of a
US person and the primary supervision of a US court or (iv) an estate the income of which
is subject to US federal income tax without regard to its source.

The tax consequences to a partner in a partnership (or other entity treated as a
partnership for US federal income tax purposes) acquiring, holding or disposing of CKH
Holdings Shares generally will depend on the status of the partner and the activities of the
partnership. Partnerships holding Scheme Shares should consult their own tax advisers about
the US federal income tax consequences to their partners from participating in the Hutchison
Proposal and acquiring, owning and disposing of CKH Holdings Shares. The Company
believes, and this discussion assumes, that CKH Holdings and the Company will not be
passive foreign investment companies (“PFICs”) in the current year and future years, except
as discussed with respect to the Company under “The Hutchison Proposal” below.
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The Hutchison Proposal

The Company believes that the exchange of Scheme Shares for CKH Holdings
Shares pursuant to the Hutchison Proposal may qualify as a tax-deferred exchange
under section 368(a)(1)(B) of the US Internal Revenue Code of 1986, as amended (the
“Code”) and therefore, except as described below, a US Holder receiving CKH
Holdings Shares pursuant to the Hutchison Proposal (i) should not recognise any
income, gain or loss upon the receipt of those CKH Holdings Shares, (ii) should take
an aggregate tax basis in the CKH Holdings Shares received equal to such US Holder’s
aggregate tax basis in its Scheme Shares that were exchanged pursuant to the
Hutchison Proposal, and (iii) should have a holding period for the CKH Holdings
Shares that includes the period during which the US Holder held the exchanged
Scheme Shares.

However, the Company has neither requested nor received an opinion of US
federal income tax counsel that the exchange pursuant to the Hutchison Proposal
qualifies under section 368(a)(1)(B) of the Code and no ruling has been sought or
obtained from the US Internal Revenue Service (“IRS”). There can be no assurance
that the IRS will not take a position that the Hutchison Proposal does not qualify under
section 368(a)(1)(B) of the Code, or that such position would not be sustained if
asserted. If such a position were taken and were sustained, then a US Holder would be
required to treat the exchange of Scheme Shares for CKH Holdings Shares pursuant to
the Hutchison Proposal as a taxable exchange in which such US Holder would
recognise gain or loss in an amount equal to the difference between its tax basis in the
Scheme Shares and fair market value of the CKH Holdings Shares received, each
determined in US dollars, would take a tax basis in the CKH Holdings Shares equal to
the fair market value of those CKH Holdings Shares, and would have a holding period
in their CKH Holdings Shares that begins with the effective date of the Hutchison
Proposal. Any gain or loss generally would be capital gain or loss treated as from
sources within the United States for foreign tax credit purposes and will generally be
long-term capital gain or loss if such US Holder has owned its Scheme Shares for more
than one year.

In addition, if the Company has been a PFIC for any taxable year of the Company
in which a US Holder has owned Scheme Shares, such US Holder may be required to
recognise gain, if any, as ordinary income and may be subject to certain additional
taxes on the exchange of such US Holder’s Scheme Shares for CKH Holdings Shares
even if the exchange would otherwise qualify under section 368(a)(1)(B) of the Code.
The Company does not believe that it is a PFIC in its current taxable year, and
although it has not undertaken to determine whether it had been a PFIC in any prior
taxable year, it does not believe it has been a PFIC in the three most recent prior
taxable years. US Holders should consult their tax advisers concerning the PFIC rules
and any potential considerations relevant to them arising from the Hutchison Proposal.
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Ownership of the Shares
Distributions on the CKH Holdings Shares

Distributions with respect to the CKH Holdings Shares, including taxes withheld
therefrom, if any, will generally be included in a US Holder’s gross income as foreign
source ordinary dividend income when received. Any dividends will not be eligible for
the dividends received deduction generally allowed to US corporations. Any dividends
will also not be eligible for the preferential tax rate applicable to “qualified dividend
income” received by certain non-corporate US Holders. Dividends received will
generally be included in net investment income for purposes of the Medicare tax
applicable to certain non-corporate US Holders.

Dividends paid in any currency other than US dollars will be includable in
income in the US dollar amount calculated by reference to the exchange rate in effect
on the day the dividends are actually or constructively received by the US Holder,
regardless of whether the currency is converted into US dollars at that time. A US
Holder will have a basis in the currency received equal to the US dollar value on the
date of receipt. Generally, any gain or loss resulting from currency exchange
fluctuations during the period from the date the dividend is includable in the income of
the US Holder to the date such payment is converted into US dollars (or the US Holder
otherwise disposes of the currency) will be exchange gain or loss and will be treated as
US source ordinary income or loss for foreign tax credit limitation purposes. If
dividends received in a currency other than US dollars are converted into US dollars on
the day the dividends are received, the US Holder generally will not be required to
recognise foreign currency gain or loss in respect of the dividend income.

Sale or Other Disposition of the CKH Holdings Shares

A US Holder generally will recognise capital gain or loss on the sale or other
disposition of CKH Holdings Shares in an amount equal to the difference between the
US Holder’s adjusted tax basis in the CKH Holdings Shares and the US dollar value of
the amount realised from the disposition. The gain or loss will be long-term capital
gain or loss if the holder has held the CKH Holdings Shares for more than one year.
Deductions for capital losses are subject to significant limitations. Gains will be
included in net investment income for purposes of the Medicare tax on net investment
income generally applicable to certain non-corporate US Holders.

A US Holder that receives a currency other than US dollars on the disposition of
CKH Holdings Shares will realise an amount equal to the US dollar value of the
currency received at the spot rate on the date of sale (or, in the case of cash basis and
electing accrual basis US Holders, the settlement date). An accrual basis US Holder
that does not elect to determine the amount realised using the spot rate on the
settlement date will recognise foreign currency gain or loss equal to the difference
between the US dollar value of the amount received based on the spot exchange rates
in effect on the date of sale or other disposition and the settlement date. A US Holder
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will have a tax basis in the currency received equal to the US dollar value of the
currency received on the settlement date. Any gain or loss on a subsequent disposition
or conversion of the currency will be US source ordinary income or loss.

Backup Withholding and Information Reporting

The receipt of CKH Holdings Shares pursuant to the Hutchison Proposal, and
payments of dividends and other proceeds with respect to the CKH Holdings Shares,
may be reported to the IRS unless the holder is a corporation or otherwise establishes a
basis for exemption. Backup withholding may apply to amounts subject to reporting if
the holder fails to provide an accurate taxpayer identification number or otherwise
establish a basis for exemption. A US Holder can claim a credit against its US federal
income tax liability for amounts withheld under the backup withholding rules, and can
claim a refund of amounts in excess of its tax liability by providing the appropriate
information to the IRS in a timely manner.

Certain US Holders are required to furnish to the IRS information with respect to
investments in the CKH Holdings Shares not held through an account with a financial
institution. Investors who fail to report required information could become subject to
substantial penalties. Potential investors are encouraged to consult with their own tax
advisers about these and any other reporting obligations arising from their investment
in the CKH Holdings Shares.

17.3 General

The Scheme Shareholders, whether in Hong Kong or in other jurisdictions, are
recommended to consult their professional advisers if they are in any doubt as to the
taxation implications of the Scheme and in particular, whether the receipt of the Cancellation
Consideration under the Scheme would make such Scheme Shareholder liable to taxation in
Hong Kong or in other jurisdictions. It is emphasised that none of CKH Holdings, the
Offeror, the Company, HSBC, Goldman Sachs, the Independent Financial Adviser, any of
their respective directors, officers, employees, agents, affiliates or advisers or any other
person involved in the Scheme accepts any responsibility in relation to any tax or other
effects on, or liabilities of, any person in connection with the Scheme in Hong Kong or any
other jurisdiction.

18. COURT MEETING AND GENERAL MEETING

In accordance with the direction of the Court, the Court Meeting will be convened for
the purpose of considering and, if thought fit, passing a resolution to approve the Scheme
(with or without modification).

The General Meeting will be held for the purpose of considering and, if thought fit,
passing (a) a special resolution to approve the Scheme and the implementation of the
Scheme, including, among other things, the reduction and restoration of the issued share
capital of the Company under the Scheme, (b) an ordinary resolution to approve the Husky
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Share Exchange (as a special deal under Rule 25 of the Takeovers Code in relation to the
Hutchison Proposal) and (iii) an ordinary resolution to approve the re-election of the
Retiring Director.

Notices convening the Court Meeting and the General Meeting to be held at the Grand
Ballroom, 1st Floor, Harbour Grand Kowloon, 20 Tak Fung Street, Hung Hom, Kowloon,
Hong Kong on Monday, 20 April 2015 at 2:00 p.m. and 2:30 p.m. (or as soon thereafter as
the Court Meeting shall have been concluded or adjourned), respectively, are set out on
pages N-1 to N-5 of this document.

If a tropical cyclone warning signal no. 8 or above remains hoisted or a black
rainstorm warning signal is in force at 11:00 a.m. on the date of the Court Meeting and the
General Meeting, the Court Meeting and the General Meeting will be postponed and, by
virtue of the same notices of the Court Meeting and the General Meeting set out on pages
N-1 to N-5 of this document, the Court Meeting and the General Meeting will be held
instead on Tuesday, 21 April 2015 at 2:00 p.m. and 2:30 p.m. (or as soon thereafter as the
Court Meeting shall have been concluded or adjourned), respectively, or at a time on an
alternative day to be announced that falls within seven Business Days of the original date
scheduled for the Court Meeting and the General Meeting in the event that a tropical
cyclone warning signal no. 8 or above remains hoisted or a black rainstorm warning signal
is in force at 11:00 a.m. on Tuesday, 21 April 2015. Shareholders may call the hotline at
+852 3169 3868 or visit the website of the Company at www.hutchison-whampoa.com for
details of alternative meeting arrangements. The Court Meeting and the General Meeting
will be held as scheduled when an amber or red rainstorm warning signal is in force.
Shareholders should make their own decision as to whether to attend the Court Meeting and
the General Meeting under bad weather conditions bearing in mind their own situation and,
if they should choose to do so, they are advised to exercise care and caution.

The Offeror and the Specified Offeror Concert Parties (namely, Cheung Kong, the
relevant entities which hold Shares under the Trust, Mr. Li Ka-shing, Mr. Li Tzar Kuoi,
Victor, Mr. Kam Hing Lam, Mr. Leung Siu Hon, Mr. Fok Kin Ning, Canning, Mr. Frank
John Sixt, Mr. Chow Kun Chee, Roland, Mr. George Colin Magnus, Mr. Lee Yeh Kwong,
Charles, Mr. Yeh Yuan Chang, Anthony, Mr. Chow Nin Mow, Albert, Ms. Hung Siu-lin,
Katherine, Mr. Li Tzar Kai, Richard and members of the HSBC group and the Bank of
America Merrill Lynch group (other than exempt fund managers which are recognised by the
Executive as such for the purpose of the Takeovers Code and those members of the HSBC
group and the Bank of America Merrill Lynch group which are referred to in the definition
of “Disinterested Shareholders” in “Appendix XIII — Definitions)) will abstain from voting
on the resolution to approve the Scheme at the Court Meeting and the ordinary resolution to
approve the Husky Share Exchange at the General Meeting.
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19. RECOMMENDATIONS

19.1 Recommendation of the Directors (other than those on the Independent Board
Committee)

Having considered (i) the background to the Merger Proposal and the Spin-off
Proposal, (ii) the objectives and the reasons for, and benefits of, the Merger Proposal and
the Spin-off Proposal and their effects as set out above and (iii) the terms of the Hutchison
Proposal and the Husky Share Exchange, the Directors (other than those on the Independent
Board Committee whose views are set out in “Letter from the Independent Board
Committee” in this document) consider that (A) the terms of each of the Hutchison Proposal
and the Husky Share Exchange are fair and reasonable and (B) each of the Hutchison
Proposal and the Husky Share Exchange is in the interests of the Shareholders as a whole.

Accordingly, the Directors (other than those on the Independent Board Committee)
recommend that:

(1) the Disinterested Shareholders vote in favour of (a) the resolution to approve the
Scheme at the Court Meeting and (b) the ordinary resolution to approve the
Husky Share Exchange (as a special deal under Rule 25 of the Takeovers Code in
relation to the Hutchison Proposal) at the General Meeting; and

(2) the Shareholders vote in favour of the special resolution to approve the Scheme
and the implementation of the Scheme, including the reduction and restoration of
the issued share capital of the Company under the Scheme, at the General
Meeting.

Each of Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor, who are regarded as having a
material interest in the Hutchison Proposal and the Husky Share Exchange, abstained from
voting on the relevant board resolutions of the Company for approval of such transactions.

19.2 Recommendation of the Independent Financial Adviser

In the letter from the Independent Financial Adviser set out in this document, the
Independent Financial Adviser has stated that based on the principal factors and reasons set
out in its letter, it considers that the terms of the Hutchison Proposal and the Husky Share
Exchange are fair and reasonable so far as the Disinterested Shareholders are concerned.
Accordingly, the Independent Financial Adviser has recommended the Independent Board
Committee to advise the Disinterested Shareholders to vote in favour of the relevant
resolutions to be proposed at the Court Meeting and the General Meeting to approve and
implement the Hutchison Proposal and the Husky Share Exchange.

Your attention is drawn to the advice and recommendation of the Independent Financial
Adviser in “Letter from the Independent Financial Adviser” in this document.

- 122 -



EXPLANATORY STATEMENT

19.3 Recommendation of the Independent Board Committee

The Board has established the Independent Board Committee, comprising Mr. Cheng
Hoi Chuen, Vincent, The Hon Sir Michael David Kadoorie, Mr. William Shurniak and Mr.
Wong Chung Hin, all of whom are independent non-executive Directors, to make
recommendations to the Disinterested Shareholders in respect of the Merger Proposal. Ms.
Lee Wai Mun, Rose, who is an independent non-executive Director, has not been appointed
to the Independent Board Committee as she is also a director of HSBC. Mr. Lee Yeh
Kwong, Charles and Mr. George Colin Magnus, who are non-executive Directors, have not
been appointed to the Independent Board Committee as they are also non-executive CKH
Holdings Directors.

The Independent Board Committee, having considered (i) the background to the Merger
Proposal and the Spin-off Proposal, (ii) the objectives and the reasons for, and benefits of,
the Merger Proposal and the Spin-off Proposal and their effects as set out above and (iii) the
terms of the Hutchison Proposal and the Husky Share Exchange and having taken into
account the advice of the Independent Financial Adviser, and in particular, the factors,
reasons and recommendations set out in “Letter from the Independent Financial Adviser” in
this document, considers that the terms of each of the Hutchison Proposal and the Husky
Share Exchange are fair and reasonable so far as the Disinterested Shareholders are
concerned.

Accordingly, the Independent Board Committee recommends that:

(1) the Disinterested Shareholders vote in favour of (a) the resolution to approve the
Scheme at the Court Meeting and (b) the ordinary resolution to approve the
Husky Share Exchange (as a special deal under Rule 25 of the Takeovers Code in
relation to the Hutchison Proposal) at the General Meeting; and

(2) the Shareholders vote in favour of the special resolution to approve the Scheme
and the implementation of the Scheme, including the reduction and restoration of
the issued share capital of the Company under the Scheme, at the General
Meeting.

Your attention is drawn to the recommendation of the Independent Board Committee in
“Letter from the Independent Board Committee” in this document.

20. INDICATION AS TO VOTING

Each of Cheung Kong, the relevant entities which hold Shares under the Trust, Mr. Li
Ka-shing, Mr. Li Tzar Kuoi, Victor, Mr. Kam Hing Lam, Mr. Leung Siu Hon, Mr. Fok Kin
Ning, Canning, Mr. Frank John Sixt, Mr. Chow Kun Chee, Roland, Mr. George Colin
Magnus, Mr. Lee Yeh Kwong, Charles, Mr. Yeh Yuan Chang, Anthony, Mr. Chow Nin Mow,
Albert, Ms. Hung Siu-lin, Katherine and Mr. Li Tzar Kai, Richard has indicated that if the
Scheme is approved at the Court Meeting, those Shares held by it, him or her, directly or
indirectly, will be voted in favour of the special resolution to approve the Scheme and the
implementation of the Scheme, including the reduction and restoration of the issued share
capital of the Company under the Scheme, at the General Meeting.
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In addition, certain Directors, namely, Mr. Lai Kai Ming, Dominic, The Hon Sir
Michael David Kadoorie and Mr. William Shurniak, have each indicated that those Shares
held by him, directly or indirectly, will be voted in favour of (a) the resolution to approve
the Scheme at the Court Meeting, (b) the ordinary resolution to approve the Husky Share
Exchange (as a special deal under Rule 25 of the Takeovers Code in relation to the
Hutchison Proposal) at the General Meeting and (c) the special resolution to approve the
Scheme and the implementation of the Scheme at the General Meeting. Mrs. Chow Woo Mo
Fong, Susan has indicated that those Shares held by her, directly or indirectly, will be voted
in favour of (a) the resolution to approve the Scheme at the Court Meeting and (b) the
special resolution to approve the Scheme and the implementation of the Scheme at the
General Meeting. Mrs. Chow Woo Mo Fong, Susan will abstain from voting on the ordinary
resolution to approve the Husky Share Exchange (as a special deal under Rule 25 of the
Takeovers Code in relation to the Hutchison Proposal) at the General Meeting as she is
regarded as being involved in the Husky Share Exchange pursuant to Rule 25 of the
Takeovers Code.

21. ACTIONS TO BE TAKEN
21.1 Actions to be taken by Shareholders

A pink form of proxy for use at the Court Meeting and a blue form of proxy for use at
the General Meeting are enclosed with copies of this document sent to the Registered
Owners.

Whether or not you are able to attend the Court Meeting and/or the General
Meeting, you are strongly urged to complete and sign the enclosed pink form of proxy
in respect of the Court Meeting and also the enclosed blue form of proxy in respect of
the General Meeting, in accordance with the respective instructions printed on them,
and to lodge them at the Company’s registered office at 22nd Floor, Hutchison House,
10 Harcourt Road, Hong Kong.

In order to be valid, the pink form of proxy for use at the Court Meeting should be
lodged not later than 2:00 p.m. on Saturday, 18 April 2015. The pink form of proxy may
also be handed to the Chairman of the Court Meeting at the Court Meeting. The blue form
of proxy for use at the General Meeting should be lodged not later than 2:30 p.m. on
Saturday, 18 April 2015. The completion and return of the relevant forms of proxy will not
preclude you from attending and voting in person at the relevant meeting should you so
wish. In such event, the returned form of proxy for that meeting will be deemed to have
been revoked.

If you do not appoint a proxy and you do not attend and vote at the Court Meeting
and/or the General Meeting, you will still be bound by the outcome of the Court Meeting
and/or the General Meeting. You are therefore strongly urged to attend and vote at the Court

Meeting and/or the General Meeting in person or by proxy.

Voting at the Court Meeting and the General Meeting will be taken by poll.
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If any Shareholder has questions concerning administrative matters, such as dates,
documentation and procedures relating to the Merger Proposal, please call the Company’s
share registrar, Computershare Hong Kong Investor Services Limited, at +852 2862 8555
between 9:00 a.m. and 5:00 p.m. on Mondays to Fridays, excluding public holidays. This
helpline cannot and will not provide advice on the merits of the Merger Proposal or the
Scheme or give financial or legal advice.

For the purpose of determining the entitlements of the Scheme Shareholders to attend
and vote at the Court Meeting and the Shareholders to attend and vote at the General
Meeting, the register of members of the Company will be closed from Wednesday, 15 April
2015 to Monday, 20 April 2015 (both days inclusive) and, during such period, no transfer of
Shares will be effected.

In order to qualify to vote at the Court Meeting and the General Meeting, all transfers
accompanied by the relevant share certificates must be lodged with the Company’s share
registrar, Computershare Hong Kong Investor Services Limited, at Rooms 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not later than
4:30 p.m. on Tuesday, 14 April 2015.

An announcement will be made by the Company in relation to the results of the Court
Meeting and the General Meeting, and if all the resolutions are passed at those meetings,
further announcement(s) will be made in relation to, among other things, the results of the
Court Hearing of the petition to sanction the Scheme, the Effective Date and the date of
withdrawal of the listing of the Shares on the Stock Exchange.

21.2 Actions to be taken by Beneficial Owners whose Shares are held by a Registered
Owner

No person shall be recognised by the Company as holding any Shares on trust.

If you are a Beneficial Owner whose Shares are registered in the name of a nominee,
trustee, depositary or any other authorised custodian or third party, you should contact such
Registered Owner to give instructions to and/or to make arrangements with such Registered
Owner as to the manner in which the Shares beneficially owned by you should be voted at
the Court Meeting and/or the General Meeting.

If you are a Beneficial Owner who wishes to attend the Court Meeting and/or the
General Meeting personally, you should:

(a) contact the Registered Owner directly to make the appropriate arrangements with
the Registered Owner to enable you to attend and vote at the Court Meeting and/
or General Meeting and for such purpose, the Registered Owner may appoint you
as its proxy; or

(b) arrange for some or all of the Shares registered in the name of the Registered
Owner to be transferred into your own name.
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The appointment of a proxy by the Registered Owner at the relevant Court Meeting
and/or the General Meeting shall be in accordance with all relevant provisions in the
Articles of Association.

In the case of the appointment of a proxy by the Registered Owner, the relevant forms
of proxy shall be completed and signed by the Registered Owner and should be lodged in
the manner and before the latest time for lodging the relevant forms of proxy as described in
this document.

The completion and return of a form of proxy for the Court Meeting and/or the General
Meeting will not preclude the Registered Owner from attending and voting in person at the
Court Meeting or the General Meeting. In such event, the returned form of proxy will be
deemed to have been revoked.

Instructions to and/or arrangements with the Registered Owner should be given or
made in advance of the relevant latest time for the lodgement of the forms of proxy in
respect of the Court Meeting and the General Meeting in order to provide the Registered
Owner with sufficient time to complete his/her/its forms of proxy accurately and to lodge
them by the deadline. To the extent that any Registered Owner requires instructions from or
arrangements to be made with any Beneficial Owner at a particular date or time in advance
of the relevant latest time for the lodgement of the forms of proxy in respect of the Court
Meeting and the General Meeting, then such Beneficial Owner should comply with the
requirements of such Registered Owner.

21.3 Actions to be taken by Beneficial Owners whose Shares are deposited in CCASS

If you are a Beneficial Owner whose Shares are deposited in CCASS and registered
under the name of HKSCC Nominees Limited, you should, unless you are admitted to
participate in CCASS as an Investor Participant:

(a) contact your broker, custodian, nominee or other relevant person who is, or has in
turn deposited such Shares with, a CCASS participant regarding voting
instructions to be given to such persons; or

(b) arrange for some or all of such Shares to be withdrawn from CCASS and
transferred into your own name, if you wish to vote at the Court Meeting and/or
the General Meeting.

The procedure for voting by Investor Participants and Other CCASS Participants with
respect to Shares registered under the name of HKSCC Nominees Limited shall be in
accordance with the “Operating Guide for Investor Participants”, the “General Rules of
CCASS” and the “CCASS Operational Procedures” in effect from time to time.

22. COSTS OF THE SCHEME
CKH Holdings, the Offeror and the Company have agreed that (a) if the Scheme does

not proceed or is withdrawn or lapses, all costs and expenses incurred in connection with the
Scheme will be borne by CKH Holdings and (b) if the Scheme becomes effective, all costs
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and expenses incurred in connection with the Scheme will be borne by CKH Holdings and
the Company in equal shares. The costs and expenses for the implementation of the Scheme
are estimated to be approximately HK$250 million.

23. FURTHER INFORMATION

This document will be despatched to the Shareholders at no cost to them. In addition,
Shareholders may obtain free copies of this document from the website of the Company at
www.hutchison-whampoa.com and the Stock Exchange’s website at www.hkexnews.hk.

Further information is set out in the Appendices to, and elsewhere in, this document,
all of which form part of this Explanatory Statement.

In addition to the documents available for inspection set out in “Appendix XII —
Documents Available for Inspection”, each of CKH Holdings (and prior to 18 March 2015,
Cheung Kong) and the Company publishes its annual and interim reports, announcements
and other corporate communications on their websites at www.ckh.com.hk and
www.hutchison-whampoa.com, respectively, and on the Stock Exchange’s website at
www.hkexnews.hk. Information published by CKH Holdings (and prior to 18 March 2015,
Cheung Kong) and the Company on the Stock Exchange’s website can be found on such
website by reference to their respective stock codes or stock names.

You should rely only on the information contained in this document in order to vote
your Shares at the Court Meeting and the General Meeting. None of CKH Holdings, the
Offeror, the Company, HSBC, Goldman Sachs, the Independent Financial Adviser, any of
their respective directors, officers, employees, agents, affiliates or advisers or any other
person involved in the Merger Proposal has authorised anyone to provide you with
information that is different from what is contained in this document. Unless otherwise
stated, no assumption should be made that the information contained in this document is
accurate as at any date other than the Latest Practicable Date, and neither the despatch of
this document to the Shareholders nor the payment of the Cancellation Consideration
pursuant to the Scheme shall create any implication to the contrary.

Shareholders and holders of other securities of either CKH Holdings or the
Company and potential investors in the securities of either CKH Holdings or the
Company should note that the Merger Proposal and the Spin-off Proposal and all
transactions thereunder are subject to, among other things, compliance with applicable
legal and regulatory requirements, including the requirements for approval by
shareholders of the companies concerned at general meeting(s), sanction by the Court
and approval of the Stock Exchange and/or other regulators. Accordingly, there is no
certainty as to whether, and if so when, any such transactions will proceed and/or
become effective.

Shareholders and holders of other securities of either CKH Holdings or the

Company and potential investors in the securities of either CKH Holdings or the
Company, should exercise caution when dealing in the shares or other securities of
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either CKH Holdings or the Company. Any person who is in doubt about his/her/its
position or any action to be taken is recommended to consult his/her/its own
professional adviser(s).

24. LANGUAGE

In case of any inconsistency, the English language text of this document and the
accompanying forms of proxy shall prevail over the Chinese language text.
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1. GENERAL

The making of the Hutchison Proposal to certain Shareholders may be subject to the
laws of jurisdictions other than Hong Kong. Overseas Shareholders and Beneficial Owners
residing in jurisdictions other than Hong Kong should inform themselves about and observe
all legal and regulatory requirements applicable to them. It is the responsibility of the
Shareholders and the Beneficial Owners to satisfy themselves as to the full observance of
the laws of the relevant jurisdictions applicable to them in connection with the Scheme,
including obtaining any governmental, exchange control or other consents which may be
required, and compliance with other necessary formalities and the payment of any issue,
transfer or other taxes due in such jurisdictions.

Shareholders and Beneficial Owners should consult their professional advisers if they
are in any doubt as to the potential applicability of, or consequences under, any provision of
law or regulation or judicial or regulatory decisions or interpretations in any jurisdictions,
territory or locality therein or thereof and, in particular, whether there will be any restriction
or prohibition on the acquisition, retention, disposal or otherwise with respect to the Shares
or the CKH Holdings Shares, as the case may be. It is emphasised that none of CKH
Holdings, the Offeror, the Company, HSBC, Goldman Sachs, the Independent Financial
Adviser, any of their respective directors, officers, employees, agents, affiliates or advisers
or any other person involved in the Merger Proposal or the Scheme accepts any
responsibility in relation to the above.

A summary of the requirements applicable to Overseas Shareholders or persons in
certain jurisdictions is set out below.

2. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN AUSTRALIA

The Company and CKH Holdings are not licensed in Australia to provide financial
advice in respect of the CKH Holdings Shares. The Company and CKH Holdings also advise
that no cooling off period applies in respect of the CKH Holdings Shares.

3.  OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN AUSTRIA

This document does not constitute an offer of, or an invitation to subscribe for or
purchase, any securities. The distribution of this document and the offering, sale and
delivery of securities in certain jurisdictions may be restricted by law. In relation to each
member state of the European Economic Area (the “EEA”) which has implemented the
Prospectus Directive (the expression “Prospectus Directive” means Directive 2003/71/EC
(and any amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State) and includes any relevant implementing
measure in each Relevant Member State, and the expression “2010 PD Amending
Directive” means Directive 2010/73/EU) (each, a “Relevant Member State”), as of the date
on which the Prospectus Directive is implemented in that Relevant Member State (the
“Relevant Implementation Date”), no offer has been made and will be made to the public
in that Relevant Member State except that an offer may, with effect from and including the
Relevant Implementation Date, be made (i) to any legal entity which is a qualified investor
as defined under the Prospectus Directive; (ii) at any time to fewer than 150 natural or legal
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persons other than qualified investors; or (iii) in any other circumstances falling under
Article 3(2) of the Prospectus Directive. For the purposes of the above, the expression an
“offer of securities to the public” in relation to any securities in any Relevant Member State
means the communication in any form and by any means of sufficient information on the
terms of the offer and any securities to be offered so as to enable an investor to decide to
purchase or subscribe for the securities, as the same may be varied in that Relevant Member
State by any measure implementing the Prospectus Directive in that Relevant Member State.

4. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN THE BRITISH
VIRGIN ISLANDS

No CKH Holdings Shares may be offered to the public in the British Virgin Islands for
purchase or subscription except under circumstances that will result in compliance with the
rules concerning offering of such securities in the British Virgin Islands and with the laws of
the British Virgin Islands.

5. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN THE CAYMAN
ISLANDS

This document is sent to you as a registered Shareholder. It is not for distribution to
the public in the Cayman Islands who may not be invited to subscribe for the securities.

6. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN FRANCE OR
FRENCH POLYNESIA

This document does not constitute an offer of securities and has not been approved by
the French market security regulator (the Autorités des marchés financiers). Any offer of
securities to the public must be made in accordance with the relevant regulations which may
impose the publication of a prospectus approved by the Autorités des marchés financiers.

7. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN INDIA

Each of the Company, the Offeror and CKH Holdings assumes that you are eligible to
receive the CKH Holdings Shares without the requirement to seek any approval under
applicable Indian laws including but not limited to the approval of the Reserve Bank of
India.

8.  PERSONS RESIDENT OR LOCATED IN ISRAEL

This document does not constitute an offer of securities within its meaning in the
Israeli Securities Law, 1968 (the “Israeli Securities Law”) and is based on an exemption
under the Israeli Securities Law.

This document has not been submitted or approved by the relevant Israeli regulator,
and a prospectus is not being issued under the Israeli Securities Law. No action has been or
will be taken in the State of Israel that would permit a public offering in Israel of the
securities described in the Hutchison Proposal.
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This document does not constitute or include any advice as to the acceptance of the
offer or the purchase of the securities, and in making any investment decision, investors
must only rely on their own examination of the securities and the terms of the Hutchison
Proposal, including the merits and risks involved, and should seek advice from appropriate
advisers with respect to the legal, accounting, tax and financial ramifications of purchasing
the securities.

9. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN KENYA

The Hutchison Proposal and this document do not comprise a public offer made in
Kenya within the meaning of section 30A of the Capital Markets Act (Chapter 485A, Laws
of Kenya).

10. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN NIGERIA

The Scheme is not required to be and has not been filed with or cleared by the
Nigerian Securities and Exchange Commission. If you are in any doubt about your position
or any action to be taken, we recommend that you consult your own professional adviser.

11. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN PORTUGAL

No offer or sale of CKH Holdings Shares may be made in Portugal except under
circumstances that will result in compliance with the rules concerning marketing of such
shares and with the laws of Portugal generally. No notification has been made nor has any
been requested from the Portuguese Securities Market Commission (Comissdo do Mercado
de Valores Mobilidrios, “CMVM?”) for the allotment and issue of the CKH Holdings Shares
referred to in this document, therefore the same cannot be offered to the public in Portugal.
Likewise, no prospectus or equivalent document has been or will be registered, approved or
passported into Portugal in respect of the Hutchison Proposal and therefore the CKH
Holdings Shares may not be or caused to be offered, marketed or distributed in Portugal nor
this document may be or caused to be distributed, disseminated or specifically addressed to
Portuguese-resident investors in circumstances which would constitute an offer of securities
to the public under the Portuguese Securities Code, as amended from time to time.
Accordingly, no CKH Holdings Shares have been or may be offered or sold to unidentified
addressees or to 150 or more non-qualified Portuguese resident investors and no allotment or
issue of CKH Holdings Shares has been preceded or followed by promotion or solicitation
to unidentified investors, public advertisement, publication of any promotional material or in
any similar manner.

12. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN SINGAPORE

The CKH Holdings Shares may not be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in
Singapore except under or pursuant to a prospectus registration exemption under Subdivision
(4) of Division 1 of Part XIII of the Securities and Futures Act, Chapter 289 of Singapore
(the “SFA”) (other than section 280 of the SFA).
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13. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN SRI LANKA

In accepting the CKH Holdings Shares, the Overseas Shareholders residing or located
in Sri Lanka may be subject to legal investment laws and regulations, and/or review or
regulation by certain authorities in Sri Lanka, including exchange control. They should
hence consult their legal advisers to determine whether and to what extent the shareholding
is a legal investment and whether any other restriction(s) apply to their shareholding.

14. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN SWEDEN

This document has been prepared for information purposes only. It is not a prospectus
and has not been prepared in accordance with the prospectus requirements provided for in
the Swedish Financial Instruments Trading Act (Sw. lag (1991:980) om handel med
finansiella instrument) or the European prospectus regulation (809/2004/EC) (the
“Prospectus Regulations”). This document and the offer described herein are not subject to
any registration or approval requirements under the Prospectus Regulations and have not
been, and will not be, examined, approved or registered by the Swedish Financial
Supervisory Authority or any other financial supervisory authority or other supervisory body
within the European Union.

15. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN TAIWAN

The issue of CKH Holdings Shares as described in this document has not been and will
not be registered with the Financial Supervisory Commission of Taiwan, the Republic of
China pursuant to relevant securities laws and regulations and the CKH Holdings Shares
may not be offered or sold in Taiwan, the Republic of China through a public offering or in
circumstances which constitute an offer within the meaning of the Securities and Exchange
Act of Taiwan, the Republic of China that requires a registration or approval of the
Financial Supervisory Commission of Taiwan, the Republic of China. No person or entity in
Taiwan, the Republic of China has been authorised to offer or sell the CKH Holdings Shares
in Taiwan, the Republic of China.

16. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN THE UNITED
ARAB EMIRATES

CKH Holdings and the Company have been advised that the legal regime regarding the
offering of foreign securities in the United Arab Emirates (the “UAE”) is generally not
developed and lacks certainty. The general consensus is that offering of foreign securities
may only be conducted by or through an investment company, local promoter or bank
licensed to operate and conduct business in the UAE and with the prior approval of the
Central Bank of the UAE and/or the Emirates Securities and Commodities Authority (the
“SCA”) which can take a significant amount of time. None of CKH Holdings, the Offeror or
the Company has received authorisation or licensing from the UAE Central Bank, the SCA
or any other authorities in the UAE to market or sell securities or other investments within
the UAE. Accordingly, any Overseas Shareholders whose registered addresses are in the
UAE will be regarded as Non-Qualifying Overseas Shareholders and no CKH Holdings
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Shares will be offered and issued to such Non-Qualifying Overseas Shareholders and they
will instead receive cash as described in “Non-Qualifying Overseas Shareholders” in the
Explanatory Statement.

In relation to its use in the UAE, this document is strictly private and confidential and
is being distributed to a limited number of recipients and must not be provided to any
person other than the original recipient, and may not be reproduced or used for any other
purpose. The CKH Holdings Shares may not be offered or sold directly or indirectly to the
public in the UAE.

17. OVERSEAS SHAREHOLDERS RESIDING OR LOCATED IN THE UNITED
KINGDOM

This document does not constitute an offer of securities to the public within the
meaning of section 85(1) of the Financial Services and Markets Act 2000 (the “FSMA”) or
a financial promotion to which section 21(1) of the FSMA applies. This document has not
been approved by the Financial Conduct Authority (the “FCA”). Any offer of securities to
the public in the United Kingdom must be made in accordance with the FSMA and other
relevant regulations which may require the publication of a prospectus approved by the
FCA.

18. OVERSEAS SHAREHOLDERS LOCATED IN THE UNITED STATES

This document is not an offer of securities for sale in the United States. The CKH
Holdings Shares to be issued in connection with the Scheme will not be, and are not
required to be, registered under the Securities Act or the securities laws of any state of the
United States and will be issued in reliance upon the exemption from the registration
requirements of the Securities Act provided by section 3(a)(10) of the Securities Act and
available exemptions from such state law registration requirements.

The Hutchison Proposal relates to the securities of CKH Holdings, which is
incorporated in the Cayman Islands, and the Company, which is incorporated in Hong Kong.
The Hutchison Proposal will be effected under a scheme of arrangement under Hong Kong
law. Accordingly, the Scheme is subject to the disclosure requirements, rules and practices
applicable to Hong Kong schemes of arrangement, and the information disclosed in this
document may not be the same as that which would have been disclosed if this document
had been prepared for the purpose of complying with the requirements of US federal
securities laws or in accordance with the laws and regulations of any other jurisdiction. The
financial information included in this document has not been, and will not be, prepared in
accordance with US GAAP and thus may not be comparable to financial information of US
companies or companies whose financial statements are prepared in accordance with US
GAAP. US GAAP differ in certain significant respects from HKFRS. None of the financial
information in this document has been audited in accordance with auditing standards
generally accepted in the United States or the auditing standards of the Public Company
Accounting Oversight Board (United States).
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It may be difficult for US holders of the Shares to enforce their rights and any claim
arising out of US securities laws, since CKH Holdings and the Company are incorporated
outside of the United States, some or all of their respective officers and directors are
resident outside of the United States and a substantial portion of their respective assets are
located outside of the United States. US holders of Shares may not be able to sue a foreign
company or its officers or directors in a foreign court for violations of US securities laws, or
enforce against them a judgement rendered by a US court. Further, it may be difficult to
compel a foreign company and its affiliates to subject themselves to a US court’s
jurisdiction.

CKH Holdings Shares issued to a Shareholder that is neither an “affiliate” (within the
meaning of the Securities Act), for the purposes of the Securities Act, of CKH Holdings or
the Company prior to the Effective Date, nor an affiliate of CKH Holdings after the
Effective Date, should not be “restricted securities” under the Securities Act, and such CKH
Holdings Shares may be sold by such person in ordinary secondary market transactions
without restriction under the Securities Act. CKH Holdings Shares issued pursuant to the
Scheme will not be registered under any US state securities laws and may only be issued to
persons resident in a state pursuant to an exemption from the registration requirements of
the securities laws of such state.

Persons who are affiliates of CKH Holdings or the Company prior to the Effective
Date, or an affiliate of CKH Holdings after the Effective Date, may not resell CKH
Holdings Shares received pursuant to the Scheme in the United States without registration
under the Securities Act, except pursuant to an applicable exemption from the registration
requirements of the Securities Act or in a transaction not subject to such requirements.
Persons who may be deemed to be affiliates of CKH Holdings or the Company, as the case
may be, include individuals who, or entities that, control, directly or indirectly, or are
controlled by or are under common control with, CKH Holdings or the Company, as the case
may be, and may include certain officers and directors of such company and such company’s
principal shareholders (such as a holder of more than 10% of the outstanding capital stock).
Persons who believe they may be affiliates for the purposes of the Securities Act should
consult their own legal advisers prior to any sale of CKH Holdings Shares received pursuant
to the Scheme.

The CKH Holdings Shares have not been and will not be listed on a US securities
exchange or quoted on any inter-dealer quotation system in the United States. CKH
Holdings does not intend to facilitate a market in CKH Holdings Shares in the United
States. Consequently, CKH Holdings believes that it is unlikely that an active trading market
in the United States will develop for the CKH Holdings Shares.

Neither the SEC nor any other US federal or state securities commission or regulatory
authority has approved or disapproved of the CKH Holdings Shares or passed an opinion on
the adequacy of this document. Any representation to the contrary is a criminal offence in
the United States.

For the purposes of qualifying for the exemption from the registration requirements of

the Securities Act afforded by section 3(a)(10) thereof, the Company will advise the Court
before the Court Hearing that its sanctioning of the Scheme will be relied upon by CKH
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Holdings and the Company for such purpose as an approval of the Scheme following a
hearing on the fairness of the terms and conditions of the Scheme to the Shareholders, at
which hearing all such holders are entitled to attend in person or through counsel to support
or oppose the sanctioning of the Scheme and with respect to which notification has been
given to all such holders.

With respect to the Spin-off Proposal, CKH Holdings Shareholders are hereby notified
that CKH Holdings Shareholders in the United States will generally be considered
Non-Qualifying CKH Holdings Shareholders with respect to the Distribution in Specie of
CK Property Shares.

Notwithstanding the above, CKH Holdings may allot and issue the CK Property Shares
to a limited number of CKH Holdings Shareholders in the United States whom CKH
Holdings reasonably believes are QIBs if it determines it can do so in transactions exempt
from the registration requirements of the Securities Act.
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Financial Adviser to CKH
Holdings and the Offeror

Financial Adviser to the
Company

Independent Financial Adviser
to the Independent Board
Committee of the Company

Legal Advisers to the Company
as to Hong Kong and United
States Laws

Legal Advisers to CKH
Holdings and the Offeror as
to Hong Kong Law

Legal Advisers to the Financial
Adviser to CKH Holdings and
the Offeror as to Hong Kong
and United States Laws

Auditor and Reporting
Accountant

Reporting Accountants on the
Cheung Kong Property
Group, the Hutchison
Property Group and the CK
Property Group

The Hongkong and Shanghai Banking

Corporation Limited
1 Queen’s Road Central
Hong Kong

Goldman Sachs (Asia) L.L.C.
68th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

Somerley Capital Limited
20th Floor, China Building
29 Queen’s Road Central
Hong Kong

Freshfields Bruckhaus Deringer
11th Floor, Two Exchange Square
Hong Kong

Woo Kwan Lee & Lo
26th Floor, Jardine House
1 Connaught Place
Central

Hong Kong

Linklaters

10th Floor, Alexandra House
18 Chater Road

Central

Hong Kong

PricewaterhouseCoopers
Certified Public Accountants
22nd Floor, Prince’s Building
Central

Hong Kong

Deloitte Touche Tohmatsu
Certified Public Accountants
35/F, One Pacific Place

88 Queensway

Hong Kong
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Independent Property Valuers As to all properties valued (other than certain

properties in the United Kingdom and properties in
The Bahamas):

DTZ Debenham Tie Leung Limited

16th Floor, Jardine House

1 Connaught Place

Central

Hong Kong

As to certain properties in the United Kingdom:
Gerald Eve LLP

72 Welbeck Street

London WI1G 0AY

United Kingdom

Smiths Gore

17-18 Old Bond Street
London W1S 4PT
United Kingdom

As to certain properties in The Bahamas:
CBRE, Inc.

777 Brickell Ave.

Suite 900

Miami, FL 33131

United States of America
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SIMPLIFIED GROUP STRUCTURE CHARTS

1. Simplified group structure as at the Latest Practicable Date

As at the Latest Practicable Date, the simplified group structure of the CKH Holdings

Group and the Group was as follows:

Notes:

(1)  The other shareholders of CKH Holdings include certain core connected persons of CKH Holdings
(including, among others, certain CKH Holdings Directors (other than Mr. Li Ka-shing and Mr. Li Tzar

Mr. Li Ka-shing Other
The Trust and shareholders of
Mr. Li Tzar Kuoi, Victor CKH Holdings)
40.43% 2.99% L 56.58%
| J
CKH Holdings
(listed on the Other @
Stock Exchange) Shareholders
0.27 % 49.97% 225 % 47.51 %
The Company Other
(listed on the shareholders of
Stock Exchange) Husky
35.56 % 33.96% 30.48%
Husky
(listed on the
Toronto Stock
Exchange)

Kuoi, Victor)), who are not regarded as public shareholders of CKH Holdings under the Listing Rules.

(2)  The other Shareholders include certain core connected persons of the Company (including, among others,
certain Directors (other than Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor)), who are not regarded as

public Shareholders under the Listing Rules.

.
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2. Simplified group structure of the CKH Holdings Group and the CK Property
Group immediately following completion of the Merger Proposal and the Spin-off
Proposal

Immediately following completion of the Merger Proposal and the Spin-off Proposal,
the simplified group structure of the CKH Holdings Group and the CK Property Group is
expected to be as follows:

M. Li Ka-shing Other M. Li Ka-shing Other
The Trust and shareholders of The Trust and shareholders of
Mr. Li Tzar Kuoi, Victor CKH Holdings'" Mr. Li Tzar Kuoi, Victor[|  CK Property®
26.66% | 3.49% 69.85% 26.66% 3.49% J 69.85%
CKH Holdings CK Property
(listed on the Stock (listed on the Stock
Exchange) Exchange)
| 100% | 100%

Combined

Offeror Cheung Kong Property

Businesses
50.03% 49.97% |
Other :
shareholders The Company® H
of Husky
30.48% 29.32% 40.20%
........... [

Combined

Husky
(listed on the Toronto NDBH-l?ererty
Stock Exchange) usinesses

Notes:

(1)  The other shareholders of CKH Holdings are expected to include certain core connected persons of CKH
Holdings (including, among others, certain CKH Holdings Directors (other than Mr. Li Ka-shing and Mr. Li
Tzar Kuoi, Victor)), who are not regarded as public shareholders of CKH Holdings under the Listing Rules.
Such other shareholders of CKH Holdings comprise (i) persons who are shown as “Other shareholders of
CKH Holdings” in the simplified group structure chart on page I-1, who are expected to own approximately
33.95% of CKH Holdings in aggregate immediately following completion of the Merger Proposal and the
Spin-off Proposal and (ii) persons who are shown as “Other Shareholders” in the simplified group structure
chart on page I-1, who are expected to own approximately 35.90% of CKH Holdings immediately following
completion of the Merger Proposal and the Spin-off Proposal.

(2)  The other shareholders of CK Property are expected to include certain core connected persons of CK
Property (including, among others, certain directors of CK Property (other than Mr. Li Ka-shing and Mr. Li
Tzar Kuoi, Victor)), who are not regarded as public shareholders of CK Property under the Listing Rules.
Such other shareholders of CK Property comprise (i) persons who are shown as “Other shareholders of
CKH Holdings” in the simplified group structure chart on page I-1, who are expected to own approximately
33.95% of CK Property in aggregate immediately following completion of the Merger Proposal and the
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3)

Spin-off Proposal and (ii) persons who are shown as “Other Shareholders” in the simplified group structure
chart on page I-1, who are expected to own approximately 35.90% of CK Property immediately following
completion of the Merger Proposal and the Spin-off Proposal.

The listing status of the Company on the Main Board will be withdrawn following the Scheme becoming
effective.

B i



APPENDIX II INFORMATION ON THE CKH HOLDINGS GROUP
AND THE OFFEROR

1. RESPONSIBILITY STATEMENT

The issue of this document has been approved by the CKH Holdings Directors, who
jointly and severally accept full responsibility for the accuracy of the information contained
in this document ((i) other than information relating to the Group and (ii) in so far as
information relates to the CK Property Group, other than information relating to the
Hutchison Property Group), and confirm, having made all reasonable enquiries, that to the
best of their knowledge, opinions expressed in this document (other than those expressed by
the Company or the Directors in their capacity as Directors) have been arrived at after due
and careful consideration and there are no other facts ((i) other than information relating to
the Group and (ii) in so far as information relates to the CK Property Group, other than
information relating to the Hutchison Property Group) not contained in this document, the
omission of which would make any statement in this document misleading.

The issue of this document has been approved by the Offeror Directors, who jointly
and severally accept full responsibility for the accuracy of the information contained in this
document ((i) other than information relating to the Group and (ii) in so far as information
relates to the CK Property Group, other than information relating to the Hutchison Property
Group), and confirm, having made all reasonable enquiries, that to the best of their
knowledge, opinions expressed in this document (other than those expressed by the
Company or the Directors in their capacity as Directors) have been arrived at after due and
careful consideration and there are no other facts ((i) other than information relating to the
Group and (ii) in so far as information relates to the CK Property Group, other than
information relating to the Hutchison Property Group) not contained in this document, the
omission of which would make any statement in this document misleading.

2. SHARE CAPITAL
2.1 Share Capital of CKH Holdings

(a) As at the Latest Practicable Date, the share capital of CKH Holdings was as
follows:

Authorised Share Capital

Number of authorised shares 8,000,000,000
Amount of authorised share capital HK$8,000,000,000

Issued and Fully Paid-up Capital

Number of shares in issue 2,316,164,338
Amount of issued and paid up capital HK$2,316,164,338

(b) All the CKH Holdings Shares in issue and to be issued in connection with
the Merger Proposal are or will be fully paid or credited as fully paid and
rank pari passu in all respects with each other, including as to rights to
capital, dividends and voting.
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2.2

(c)

(d)

(e)

In connection with the Cheung Kong Reorganisation:

(i) on 2 March 2015, CKH Holdings increased its authorised share capital
from HK$380,000 to HKS$8,000,000,000 by the creation of
7,999,620,000 CKH Holdings Shares of HK$1.00 par value each; and

(i1) on 18 March 2015, CKH Holdings allotted and issued 2,316,164,337
CKH Holdings Shares, credited as fully paid, to certain Cheung Kong
Shareholders and the person selected by CKH Holdings to sell the CKH
Holdings Shares which would otherwise have been allotted to the
relevant non-qualifying overseas Cheung Kong Shareholders.

Save as disclosed in this paragraph 2.1(c), no CKH Holdings Shares had
been issued or bought back by CKH Holdings since 31 December 2014,
being the end of the last financial year of CKH Holdings, up to and
including the Latest Practicable Date.

As at the Latest Practicable Date, CKH Holdings did not have any
outstanding options, warrants or conversion rights affecting CKH Holdings
Shares.

There had been no reorganisation of capital of CKH Holdings from 11
December 2014, being the date of incorporation of CKH Holdings, up to the
commencement of the Offer Period.

Share Capital of the Offeror

(a)

(b)

()

(d)

The Offeror is authorised to issue a maximum of 50,000 shares (with or
without par value) of a single class. As at the Latest Practicable Date, there
was one share in the Offeror in issue. CKH Holdings, the sole shareholder of
the Offeror, is entitled to rights to capital, dividends and voting in respect of
the issued share in the Offeror.

On 2 January 2015, one share in the Offeror was allotted and issued to CKH
Holdings. Save as aforesaid, no shares in the capital of the Offeror had been
issued or bought back by the Offeror since 31 December 2014, being the end
of the last financial year of the Offeror, up to and including the Latest
Practicable Date.

As at the Latest Practicable Date, the Offeror did not have any outstanding
options, warrants or conversion rights affecting shares in the Offeror.

There had been no reorganisation of capital of the Offeror from 30

December 2014, being the date of incorporation of the Offeror, up to the
commencement of the Offer Period.
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3. MARKET PRICES

The table below shows the closing prices of Cheung Kong Shares and (since 18 March
2015, being the date of completion of the Cheung Kong Reorganisation) CKH Holdings
Shares on the Stock Exchange on (a) the Latest Practicable Date, (b) the Last Trading Day
and (c) at the end of each calendar month during the Relevant Period:

Closing Price of each
Cheung Kong Share or

Date CKH Holdings Share

(HKS$)
31 July 2014 150.70
29 August 2014 141.30
30 September 2014 127.90
31 October 2014 137.60
28 November 2014 142.30
31 December 2014 130.30
9 January 2015 (Last Trading Day) 124.80
30 January 2015 148.50
27 February 2015 153.50
27 March 2015 (Latest Practicable Date) 157.30

During the Relevant Period, the highest closing price of Cheung Kong Shares or CKH
Holdings Shares (as the case may be) on the Stock Exchange was HK$157.30 each on 27
March 2015 and the lowest closing price of the Cheung Kong Shares or CKH Holdings
Shares (as the case may be) on the Stock Exchange was HK$124.80 each on 9 January
2015.
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4. DISCLOSURE OF INTERESTS IN CKH HOLDINGS SHARES

(a)

As at the Latest Practicable Date, the following CKH Holdings Directors had the
following interests in CKH Holdings Shares. For the purpose of this paragraph,
“interested” and “interests” have the same meanings given to those terms in Part
XV of the SFO:

Number of CKH Holdings Shares

Approximate
Name of CKH Personal Family Corporate Other % of
Holdings Director Capacity Interest Interest Interest Interest Total  shareholding
Li Ka-shing Interest of controlled - — 67,189,000 936,462,744 1,003,651,744 43.33%
corporations and
founder of
discretionary trusts
Li Tzar Kuoi, Victor Beneficial owner, 220,000 200,000 1,529,000 936,462,744@ 938,411,744 40.51%
interest of child or
spouse, interest of
controlled
corporations and
beneficiary of trusts
Kam Hing Lam Beneficial owner 10,000 - - - 10,000 0.0004%
Leung Siu Hon Beneficial owner and 645,500 64,500 - - 710,000 0.03%
interest of child or
spouse
Chow Kun Chee, Beneficial owner 65,600 - - - 65,600 0.003%
Roland
George Colin Magnus Beneficial owner, 56,000 10,000 - 184,000 250,000 0.01%
interest of child or
spouse and beneficiary
of trust
Lee Yeh Kwong, Beneficial owner 30,000 - - - 30,000 0.001%
Charles
Yeh Yuan Chang, Interest of child or - 3,000 - - 3,000 0.0001%
Anthony spouse
Hung Siu-lin, Katherine ~ Beneficial owner 20,000 - - - 20,000 0.0009%
Notes:
(1) Such interests are held by certain companies of which Mr. Li Ka-shing is interested in the

(2)

entire issued share capital.

The two references to 936,462,744 CKH Holdings Shares relate to the same block of CKH
Holdings Shares. Mr. Li Ka-shing is the settlor of each of DT1 and DT2. Each of TDT1, which
is the trustee of DT1, and TDT2, which is the trustee of DT2, holds units in UT1 but is not
entitled to any interest or share in any particular property comprising the trust assets of the
said unit trust. The discretionary beneficiaries of each of DT1 and DT2 are, among others, Mr.
Li Tzar Kuoi, Victor, his wife and children, and Mr. Li Tzar Kai, Richard. TUT1 as trustee of
UT1 and companies controlled by TUT1 as trustee of UT1 (“TUT1 related companies”) hold
a total of such 936,462,744 CKH Holdings Shares.

The entire issued share capital of TUT1, TDT1 and TDT2 is owned by Unity Holdco. Mr. Li
Ka-shing and Mr. Li Tzar Kuoi, Victor are respectively interested in one-third and two-thirds
of the entire issued share capital of Unity Holdco. TUTI is interested in the CKH Holdings
Shares by reason only of its obligation and power to hold interests in those CKH Holdings
Shares in its ordinary course of business as trustee and, when performing its functions as
trustee, exercises its power to hold interests in the CKH Holdings Shares independently
without any reference to Unity Holdco or any of Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor
as a holder of the shares of Unity Holdco as set out above.

|



APPENDIX II INFORMATION ON THE CKH HOLDINGS GROUP

AND THE OFFEROR

(b)

3)

“)

As Mr. Li Ka-shing may be regarded as a founder of each of DT1 and DT2 for the purpose of
the SFO and Mr. Li Tzar Kuoi, Victor is a discretionary beneficiary of each of DT1 and DT?2,
and by virtue of the above, both Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor are taken to
have a duty of disclosure in relation to the CKH Holdings Shares held by TUT1 as trustee of
UTI1 and TUTI related companies under the SFO as CKH Holdings Directors.

Such interests are held by certain companies of which Mr. Li Tzar Kuoi, Victor is interested in
the entire issued share capital.

Such interests are held by a company controlled by a trust under which Mr. George Colin
Magnus is a discretionary beneficiary.

As at the Latest Practicable Date, the following Offeror Concert Parties (other
than CKH Holdings Directors) owned or controlled CKH Holdings Shares:

Number of Approximate
Name of Offeror Concert Parties (other CKH Holdings % of
than CKH Holdings Directors) Shares shareholding
Trust‘” 936,462,744 40.43
HSBC® 353,222 0.02
Bank of America Merrill Lynch® 5,187,212 0.22
Notes:

H

(2)

3

The 936,462,744 CKH Holdings Shares as at the Latest Practicable Date were held by TUT1
as trustee of UT1 and companies controlled by TUT1 as trustee of UT1. Mr. Li Ka-shing is the
settlor of each of DT1 and DT2. Each of TDTI, which is the trustee of DT1 and TDT2, which
is the trustee of DT2, holds units in UT1 but is not entitled to any interest or share in any
particular property comprising the trust assets of the said unit trust. The discretionary
beneficiaries of each of DT1 and DT2 are, among others, Mr. Li Tzar Kuoi, Victor, his wife
and children, and Mr. Li Tzar Kai, Richard. Therefore, TUT1 (as trustee of UT1) is regarded
as acting in concert with the Offeror in relation to the Company.

HSBC is the financial adviser to CKH Holdings and the Offeror. In addition, HSBC Corporate
Finance is a joint sponsor in relation to the Spin-off Proposal. As such, HSBC, HSBC
Corporate Finance and relevant members of the HSBC group (except those which are exempt
principal traders or exempt fund managers, in each case recognised by the Executive as such
for the purpose of the Takeovers Code) as regards CKH Holdings Shares they own or control
are presumed to be acting in concert with CKH Holdings and the Offeror in relation to the
Company in accordance with class (5) of the definition of “acting in concert” under the
Takeovers Code.

Bank of America Merrill Lynch is joint sponsor in relation to the Spin-off Proposal. As such,
Bank of America Merrill Lynch and relevant members of the Bank of America Merrill Lynch
group (except those which are exempt principal traders or exempt fund managers, in each case
recognised by the Executive as such for the purpose of the Takeovers Code) as regards CKH
Holdings Shares they own or control are presumed to be acting in concert with CKH Holdings
and the Offeror in relation to the Company in accordance with class (5) of the definition of
“acting in concert” under the Takeovers Code. Of the 5,187,212 CKH Holdings Shares owned
or controlled by members of the Bank of America Merrill Lynch group (except those which are
exempt principal traders or exempt fund managers, in each case recognised by the Executive as
such for the purpose of the Takeovers Code), 2,871,347 CKH Holdings Shares are represented
by ADRs.
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(c)

As at the Latest Practicable Date, save as disclosed above in this paragraph 4:

@)

(i1)

(iii)

none of the CKH Holdings Directors or the Offeror Directors was interested
in any CKH Holdings Shares or any convertible securities, warrants, options
or derivatives in respect of CKH Holdings Shares;

none of the Offeror Concert Parties owned or controlled any CKH Holdings
Shares or any convertible securities, warrants, options or derivatives in
respect of CKH Holdings Shares; and

none of CKH Holdings, the Offeror or any of the Offeror Concert Parties
had borrowed or lent any CKH Holdings Shares or any convertible
securities, warrants, options or derivatives in respect of CKH Holdings
Shares, save for any borrowed CKH Holdings Shares which had been either
on-lent or sold.

5.  DISCLOSURE OF INTERESTS IN THE OFFEROR SHARES

The Offeror is a wholly-owned subsidiary of CKH Holdings.

6. DISCLOSURE OF INTERESTS IN THE SHARES

As at the Latest Practicable Date, save as disclosed in “Effects of the Merger Proposal
on the Shareholding Structure of the Company and CKH Holdings — Shareholding Structure
of the Company” in the Explanatory Statement:

(a)

(b)

(c)

none of CKH Holdings, the Offeror or any of their respective directors was
interested in any Shares or any convertible securities, warrants, options or
derivatives in respect of the Shares;

none of the Offeror Concert Parties owned or controlled any Shares or any
convertible securities, warrants, options or derivatives in respect of the Shares;

and

none of CKH Holdings or the Offeror or any of the Offeror Concert Parties had
borrowed or lent any Shares or any convertible securities, warrants, options or
derivatives in respect of the Shares, save for any borrowed Shares which have
been either on-lent or sold.
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7. DEALINGS IN CHEUNG KONG SHARES AND CKH HOLDINGS SHARES

(a)

(b)

(c)

Details of the dealings in the Cheung Kong Shares by members of the Bank of
America Merrill Lynch group (except those which are exempt principal traders or
exempt fund managers, in each case recognised by the Executive as such for the
purpose of the Takeovers Code) during the Offer Period and ending on the Latest
Practicable Date are set out below:

Number of
Type of Cheung Kong Price per Cheung
Date transaction Shares Kong Share
12 January 2015 Purchase due to 19 US$18.51

error trade

Save as disclosed in the full list of dealings for own account or discretionary
investment clients during the period commencing on 9 July 2014 (being the date
falling six months prior to the date of the Announcement) and ending on the date
of the Announcement prior to the commencement of the Offer Period by the
relevant members of each of the HSBC group and the Bank of America Merrill
Lynch group (excluding dealings by entities which at the relevant time had
exempt principal trader or exempt fund manager status) in shares, convertible
securities, warrants, options and derivatives of Cheung Kong and the Company as
referred to in “Appendix XII — Documents Available for Inspection” and in
paragraph 7(a) above, none of CKH Holdings, the Offeror or any of their
respective directors or any of the Offeror Concert Parties had dealt for value in
any Cheung Kong Shares or CKH Holdings Shares (as the case may be) or any
convertible securities, warrants, options or derivatives in respect of Cheung Kong
Shares or CKH Holdings Shares (as the case may be) during the Relevant Period.

No person who had an arrangement of the kind referred to in Note 8 to Rule 22
of the Takeovers Code with CKH Holdings, the Offeror or any of the Offeror
Concert Parties had dealt for value in Cheung Kong Shares or CKH Holdings
Shares (as the case may be) or any convertible securities, warrants, options or
derivatives in respect of Cheung Kong Shares or CKH Holdings Shares (as the
case may be) during the Relevant Period.

- 1I-7 -



APPENDIX II INFORMATION ON THE CKH HOLDINGS GROUP

AND THE OFFEROR

8. DEALINGS IN THE SHARES

(a)

(b)

(©

Details of the dealings in ADRs representing Shares by members of the Bank of
America Merrill Lynch group (except those which are exempt principal traders or
exempt fund managers, in each case recognised by the Executive as such for the
purpose of the Takeovers Code) during the Offer Period and ending on the Latest
Practicable Date are set out below:

Type of
Date transaction Number of ADRs Price per ADR
12 January 2015 Sale due to error 3 US$25.35
trade
13 January 2015 Purchase due to 17,508 HK$98.75%
error trade
30 January 2015 Sale to unwind 17,508 US$26.29

error trade

Note: Every one ADR represents two Shares.
# Calculated on a price per Share basis, equivalent to a price per ADR of HK$197.50

Save as disclosed in the full list of dealings for own account or discretionary
investment clients during the period commencing on 9 July 2014 (being the date
falling six months prior to the date of the Announcement) and ending on the date
of the Announcement prior to the commencement of the Offer Period by the
relevant members of each of the HSBC group and the Bank of America Merrill
Lynch group (excluding dealings by entities which at the relevant time had
exempt principal trader or exempt fund manager status) in shares, convertible
securities, warrants, options and derivatives of Cheung Kong and the Company as
referred to in “Appendix XII — Documents Available for Inspection” and in
paragraph 8(a) above, none of CKH Holdings, the Offeror or any of their
respective directors or any of the Offeror Concert Parties had dealt for value in
any Shares or any other convertible securities, warrants, options or derivatives in
respect of the Shares during the Relevant Period.

No person who had an arrangement of the kind referred to in Note 8 to Rule 22
of the Takeovers Code with CKH Holdings, the Offeror or any of the Offeror
Concert Parties had dealt for value in the Shares or any convertible securities,
warrants, options or derivatives in respect of the Shares during the Relevant
Period.
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9. MATERIAL LITIGATION

As at the Latest Practicable Date, none of the members of the CKH Holdings Group
(including the Offeror) was engaged in any litigation of material importance and there was
no litigation or claim of material importance known to the CKH Holdings Directors and/or
the Offeror Directors to be pending or threatened by or against any member of the CKH
Holdings Group (including the Offeror).

10. MATERIAL CONTRACT

The following contract (not being a contract entered into in the ordinary course of the
business carried on or intended to be carried on by any member of the CKH Holdings
Group) had been entered into by members of the CKH Holdings Group after the date which
was two years before the commencement of the Offer Period, up to and including the Latest
Practicable Date and which is material:

— a letter of undertaking dated 9 January 2015 pursuant to which CKH Holdings
gave an undertaking to the Husky Sale Shares Purchaser that, subject to the
fulfilment (or, where relevant, waiver) of the conditions precedent set out in the
Husky Share Exchange Agreement, it will, on completion of the Husky Share
Exchange, allot and issue certain CKH Holdings Shares to the Husky Sale Shares
Vendor (or as it may direct) as consideration under the Husky Share Exchange
Agreement.

11. ARRANGEMENTS IN CONNECTION WITH THE SCHEME
As at the Latest Practicable Date:

(a) save for the arrangements contemplated under the Merger Proposal, there were no
agreements, arrangements or understanding (including any compensation
arrangements) between CKH Holdings, the Offeror or any of the Offeror Concert
Parties (on the one part) and any of the Directors, recent Directors, Shareholders
or recent Shareholders (on the other part) having any connection with or
dependence upon the Scheme;

(b) there were no agreements or arrangements to which CKH Holdings and/or the
Offeror is a party which relate to any circumstances in which either of them may
or may not invoke or seek to invoke a condition of the Scheme;

(c) none of the CKH Holdings Directors or the Offeror Directors will be affected in
terms of their emoluments by the acquisition of the Company or by any other
associated transaction;

(d) there was no agreement, arrangement or understanding that the Shares acquired by

the Offeror pursuant to the Scheme would be transferred, charged or pledged to
any other persons; and
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(e) save for the arrangements contemplated under the Merger Proposal, there were no
arrangements of the kind referred to in Note 8 to Rule 22 of the Takeovers Code
between CKH Holdings, the Offeror or any of the Offeror Concert Parties and any
other person.

12. EXPERTS

The following are the qualifications of the experts which have given advice which is
contained in this document:

Name of Expert Qualification

PricewaterhouseCoopers Certified Public Accountants
Deloitte Touche Tohmatsu Certified Public Accountants
DTZ Debenham Tie Leung Limited Independent property valuer
Gerald Eve LLP Independent property valuer
Smiths Gore Independent property valuer
CBRE, Inc. Independent property valuer

13. CONSENTS

Each of HSBC, Anglo Chinese Corporate Finance, Limited, PricewaterhouseCoopers,
Deloitte Touche Tohmatsu, DTZ Debenham Tie Leung Limited, Gerald Eve LLP, Smiths
Gore and CBRE, Inc. has given and has not withdrawn its written consent to the issue of
this document with the inclusion of its report and/or letter and/or references to its name in
the form and context in which they respectively appear.

14. MISCELLANEOUS

(a) The Offeror is a wholly-owned subsidiary of CKH Holdings. The ultimate
controlling shareholder of CKH Holdings is TUT1 (as trustee of UT1).

(b) The addresses and the names of the directors of the Offeror are as follows:

Registered Address: East Asia Corporate Services (BVI) Limited
East Asia Chambers
P.O. Box 901
Road Town, Tortola
British Virgin Islands

Board of Directors: LI Tzar Kuoi, Victor
KAM Hing Lam
IP Tak Chuen, Edmond

The Offeror does not have a principal office in Hong Kong.

—1II-10 -



APPENDIX II INFORMATION ON THE CKH HOLDINGS GROUP

AND THE OFFEROR

(c) The addresses and the names of the directors of the principal members of the
Offeror’s concert group are as follows:

CKH Holdings

Address:

Registered Address

Maples Corporate Services Limited,

PO Box 309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands

Principal Place of Business
7th Floor, Cheung Kong Center, 2 Queen’s
Road Central, Hong Kong

Board of directors:

Executive Directors

LI Ka-shing (Chairman)

LI Tzar Kuoi, Victor (Managing Director
and Deputy Chairman)

KAM Hing Lam (Deputy Managing
Director)

IP Tak Chuen, Edmond (Deputy Managing
Director)

CHUNG Sun Keung, Davy

PAU Yee Wan, Ezra

WOO Chia Ching, Grace

CHIU Kwok Hung, Justin

Non-executive Directors
LEUNG Siu Hon

FOK Kin Ning, Canning
Frank John SIXT

CHOW Kun Chee, Roland
George Colin MAGNUS
LEE Yeh Kwong, Charles

Independent Non-executive Directors
KWOK Tun-li, Stanley

YEH Yuan Chang, Anthony

Simon MURRAY

CHOW Nin Mow, Albert

HUNG Siu-lin, Katherine

WONG Yick-ming, Rosanna*
CHEONG Ying Chew, Henry

*  Also alternate director to Simon MURRAY
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TUT1 (as trustee of UT1)" Registered address:

P.O. Box 309, Ugland House, George Town,
Grand Cayman, Cayman Islands, British
West Indies

Board of directors:

LI Tzar Kuoi, Victor
Frank John SIXT

PAU Yee Wan, Ezra
CHOW Kun Chee, Roland
Peter Peace TULLOCH

TDT1 (as trustee of DT1)" Registered address:

P.O. Box 309, Ugland House, George Town,
Grand Cayman, Cayman Islands, British
West Indies

Board of directors:

LI Tzar Kuoi, Victor
Frank John SIXT

PAU Yee Wan, Ezra
CHOW Kun Chee, Roland
Peter Peace TULLOCH

TDT2 (as trustee of DT2)" Registered address:

Note:

H

P.O. Box 309, Ugland House, George Town,
Grand Cayman, Cayman Islands, British
West Indies

Board of directors:

LI Tzar Kuoi, Victor
Frank John SIXT

PAU Yee Wan, Ezra
CHOW Kun Chee, Roland

TUTI in its capacity as trustee of UT1 is regarded as the controlling shareholder of CKH
Holdings for the purpose of the Listing Rules and the relevant CKH Holdings Shares are held
by TUTI as trustee of UT1 and companies controlled by TUTI1 as trustee of UT1. Each of
TDTI, which is the trustee of DT1, and TDT2, which is the trustee of DT2, holds units in UT1
but is not entitled to any interest or share in any particular property comprising the trust assets
of the said unit trust. The entire issued share capital of TUTI, TDT1 and TDT2 is owned by
Unity Holdco. Mr. Li Tzar Kuoi, Victor, Ms. Pau Yee Wan, Ezra, Mr. Frank John Sixt, Mr.
Chow Kun Chee, Roland and Mr. Peter Peace Tulloch are directors of Unity Holdco. Mr. Li
Ka-shing and Mr. Li Tzar Kuoi, Victor are respectively interested in one-third and two-thirds
of the entire issued share capital of Unity Holdco. TUTI is interested in the shares of CKH
Holdings by reason only of its obligation and power to hold interests in those shares in its
ordinary course of business as trustee and, when performing its function as trustee, exercises
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its power to hold interests in the shares of CKH Holdings independently without any reference
to Unity Holdco or any of Mr. Li Ka-shing and Mr. Li Tzar Kuoi, Victor as a holder of the
shares of Unity Holdco as aforesaid.

(d) HSBC is the financial adviser to CKH Holdings and the Offeror and its address is

(e)

()

at 1 Queen’s Road Central, Hong Kong.

Anglo Chinese Corporate Finance, Limited is the independent financial adviser to
CKH Holdings and the Offeror and its address is at 40th Floor, Two Exchange
Square, 8 Connaught Place, Central, Hong Kong.

As at the Latest Practicable Date, no person who owned or controlled any Shares
or any convertible securities, warrants, options or derivatives in respect of the
Shares had irrevocably committed themselves to vote their Shares in favour of or
against the resolutions in respect of the Scheme at the Court Meeting and/or the
General Meeting. However, each of Cheung Kong, the relevant entities which
hold Shares under the Trust, Mr. Li Ka-shing, Mr. Li Tzar Kuoi, Victor, Mr. Kam
Hing Lam, Mr. Leung Siu Hon, Mr. Fok Kin Ning, Canning, Mr. Frank John Sixt,
Mr. Chow Kun Chee, Roland, Mr. George Colin Magnus, Mr. Lee Yeh Kwong,
Charles, Mr. Yeh Yuan Chang, Anthony, Mr. Chow Nin Mow, Albert, Ms. Hung
Siu-lin, Katherine and Mr. Li Tzar Kai, Richard has indicated that if the Scheme
is approved at the Court Meeting, those Shares held by it, him or her directly or
indirectly will be voted in favour of the special resolution to approve the Scheme
and the implementation of the Scheme, including the reduction and restoration of
the issued share capital of the Company under the Scheme, at the General
Meeting.
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1. THREE YEAR FINANCIAL SUMMARY

Pursuant to the Cheung Kong Reorganisation, CKH Holdings became the holding
company of Cheung Kong on 18 March 2015. The Offeror, a wholly-owned subsidiary of
CKH Holdings, was incorporated on 30 December 2014 and has no operations.

During each of the years ended 31 December 2012, 2013 and 2014, Cheung Kong
adopted all of the new and revised standards, amendments and interpretations issued by
HKICPA that are relevant to Cheung Kong’s operations and mandatory for annual
accounting periods beginning 1 January 2012, 2013 and 2014, respectively. The effect of the
adoption of these new and revised standards, amendments and interpretations was not
material to Cheung Kong’s results of operations or financial position except for the adoption
in 2013 of HKAS 19 and HKFRS 11. The adoption of HKAS 19 and HKFRS 11 in 2013
resulted in changes in accounting for defined benefit plans and a change in the classification
of certain equity-accounted for investments, respectively. In accordance with HKFRS, these
changes were applied retrospectively and the 2012 and prior period financial information
was restated accordingly. The effect of the adoption of HKAS 19 and HKFRS 11 and
Cheung Kong’s restated consolidated income statement, restated consolidated statement of
comprehensive income, restated consolidated statement of changes in equity and restated
consolidated statement of cash flows for the year ended 31 December 2012, Cheung Kong’s
restated consolidated statement of financial position as at 31 December 2012 and the notes
to the financial statements are included in Cheung Kong’s audited consolidated financial
statements for the year ended 31 December 2013.

The following summary financial information (i) for each of the years ended 31
December 2012 and 2013 is extracted from the audited consolidated financial statements of
Cheung Kong for the year ended 31 December 2013 as set forth in the annual report of
Cheung Kong for the year ended 31 December 2013 and (ii) for the year ended 31
December 2014 is extracted from the audited consolidated financial statements of Cheung
Kong for the year ended 31 December 2014 as set forth in the annual results announcement
of Cheung Kong for the year ended 31 December 2014. Defined terms used in this
document have been used in the financial information below.

The auditor’s reports issued by PricewaterhouseCoopers in respect of the Cheung Kong
Group’s audited consolidated financial statements for each of the years ended 31 December
2012, 2013 and 2014 did not contain any qualifications. The 2012 financial information has
been restated as a result of the adoption of HKFRS 11 and HKAS 19 which have been
applied retrospectively by the Cheung Kong Group.
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Consolidated Income Statements

2012 2013 2014
(restated)'"

HKS$ million

Cheung Kong Group turnover 19,199 17,013 24,259
Share of property sales of joint ventures 11,907 15,301 6,959
Turnover 31,106 32,314 31,218
Cheung Kong Group turnover 19,199 17,013 24,259
Investment and other income 2,180 4,467 2,125
Operating costs
Property and related costs (9,810) (7,983) (12,980)
Salaries and related expenses (1,607) (1,609) (1,515)
Interest and other finance costs (496) (356) (328)
Depreciation (340) (325) (393)
Other expenses (496) (473) (468)
(12,749) (10,746) (15,684)
Share of net profit of joint ventures 5,997 5,771 4,666
Increase in fair value of investment properties 4,470 1,782 4,542
Profit on disposal of property joint ventures 450 798 2,349
Profit on disposal of investment properties - 2,760 -
Surplus on loss of control of interest in
subsidiaries 1,077 — -
Operating profit 20,624 21,845 22,257
Share of net profit of associates 13,018 15,649 33,670
Profit before taxation 33,642 37,494 55,927
Taxation (1,234) (1,522) (1,319)
Profit for the year 32,408 35,972 54,608

Profit attributable to

Shareholders of Cheung Kong 32,036 35,260 53,869
Non-controlling interests and holders of
perpetual securities 372 712 739
32,408 35,972 54,608
Earnings per share HK$13.83 HK$15.22 HK$23.26
Note:

(1)  The 2012 financial information was restated as a result of the adoption of HKFRS 11 and HKAS 19
which have been applied retrospectively by the Cheung Kong Group.

No item which was exceptional because of its size, nature or incidence was recorded in
the financial statements of the Cheung Kong Group for the years ended 31 December 2012,
2013 and 2014.
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2. AUDITED CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 DECEMBER 2014

The following financial information has been extracted from the audited consolidated
financial statements of the Cheung Kong Group for the year ended 31 December 2014 as set
forth in the annual results announcement of Cheung Kong for the year ended 31 December
2014 which was released on 26 February 2015. Defined terms used in this document have
been used in the financial information in the following section, unless otherwise stated.

Consolidated Income Statement
For the year ended 31st December, 2014

2014 2013
Note $ Million $ Million

Cheung Kong Group turnover 24,259 17,013
Share of property sales of joint ventures 6,959 15,301
Turnover (3) 31,218 32,314
Cheung Kong Group turnover 24.259 17,013
Investment and other income 2,125 4,467
Operating costs
Property and related costs (12,980) (7,983)
Salaries and related expenses (1,515) (1,609)
Interest and other finance costs (328) (356)
Depreciation (393) (325)
Other expenses (468) (473)
(15,684) (10,746)
Share of net profit of joint ventures 4,666 5,771
Increase in fair value of investment properties 4,542 1,782
Profit on disposal of property joint ventures 2,349 798
Profit on disposal of investment properties — 2,760
Operating profit 22,257 21,845
Share of net profit of associates 33,670 15,649
Profit before taxation (4) 55,927 37,494
Taxation (5) (1,319) (1,522)
Profit for the year 54,608 35,972

Profit attributable to

Shareholders of Cheung Kong (6) 53,869 35,260
Non-controlling interests and holders of perpetual

securities 739 712

54,608 35,972

Earnings per share (7) $23.26 $15.22
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Consolidated Statement of Comprehensive Income
For the year ended 31st December, 2014

Profit for the year

Other comprehensive income (loss) — reclassifiable to profit or

loss

Translation of financial statements of operations outside Hong
Kong — exchange gain (loss)

Investments available for sale
Gain in fair value
Gain in fair value reclassified to profit or loss upon disposal
Impairment charged to income statement

Hedging instruments designated and qualify as net investment
hedges — gain (loss) in fair value

Share of other comprehensive loss of associates

Share of other comprehensive income (loss) of joint ventures

Other comprehensive income (loss) — not reclassifiable to profit
or loss

Share of other comprehensive income (loss) of associates
Share of other comprehensive income (loss) of joint ventures

Other comprehensive income (loss)

Total comprehensive income for the year

Total comprehensive income attributable to
Shareholders of Cheung Kong
Non-controlling interests and holders of perpetual securities
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2014 2013

$ Million $ Million
54,608 35972
(738) 154

462 428
(313) (1,127)

44 614
1,475 (338)
(13,082) (2,486)
(3,035) 1,188
(87) 537

(221) 47
15495 (983)
39,113 34,989
38,375 34,271
738 718
39,113 34,989
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Consolidated Statement of Financial Position
As at 31st December, 2014

2014 2013
Note $ Million $ Million

Non-current assets

Fixed assets (8) 17,454 9,977
Investment properties (9) 33,285 28,777
Associates (11) 216,841 196,812
Joint ventures (12) 68,754 65,659
Investments available for sale (13) 10,705 9,334
Long term loan receivables 301 1,073
Derivative financial instruments 476 —

347,816 311,632

Current assets

Stock of properties (14) 73,199 79,784
Debtors, deposits and prepayments (15) 2,510 2,313
Investments held for trading (16) 918 1,360
Derivative financial instruments 319 551
Bank balances and deposits 33,179 33,197

110,125 117,205

Current liabilities

Bank and other loans (17) 18,352 2,438
Creditors and accruals (18) 11,451 11,699
Derivative financial instruments 191 167
Provision for taxation 1,356 1,162
Net current assets ___7_8:77_5_ ____I_Q }7_39_
Total assets less current liabilities ___fl_2_§:§_9_1_ ___fl_l_'a_’gzl_
Non-current liabilities
Bank and other loans (17) 19,522 39,452
Deferred tax liabilities (19) 1,022 986
Derivative financial instruments - 112
_____ 20,54 40550
Net assets 406,047 372,821
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2014 2013
Note $ Million $ Million

Representing:
Share capital (20) 10,489 1,158
Share premium (20) - 9,331
Reserves 383,656 350,192
Shareholders’ funds 394,145 360,681
Perpetual securities (22) 9,045 9,048
Non-controlling interests 2,857 3,092
Total equity 406,047 372,821
Li Ka-shing Ip Tak Chuen, Edmond
Director Director
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Statement of Financial Position
As at 31st December, 2014

Non-current assets
Fixed assets
Subsidiaries
Associates
Joint ventures

Current assets
Stock of properties
Debtors, deposits and prepayments
Bank balances and deposits

Current liabilities
Creditors and accruals
Provision for taxation

Net current assets

Net assets

Representing:
Share capital
Share premium
Reserves

Total equity

Li Ka-shing
Director
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Note

(8)
(10)
(11)
(12)

(14)
(15)

(18)

(20)
(20)
(21)

2014 2013

$ Million $ Million
5 5

27,726 30,733

1 1

767 767
28499 31,506
3 3

57 150

350 315

410 468

314 291

4 _
R S Y
28,591 31,683
10,489 1,158

— 9,331

18,102 21,194
28,591 31,683

Ip Tak Chuen, Edmond

Director
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Consolidated Statement of Changes in Equity

For the year ended 31st December, 2014

Shareholders’ Funds

Share Holders
premium of Non-
Share and Retained perpetual controlling Total
capital reserves'" profits Total securities interests Equity
$ Million ~ $ Million  $ Million 3 Million $ Million $ Million $ Million
Balance at 1st January, 2014 1,158 16,807 342,716 360,681 9,048 3,092 372,821
Profit for the year - - 53,869 53,869 457 282 54,608
Other comprehensive income (loss)
Translation of financial statements
of operations outside Hong Kong
— exchange loss - (737) - (737) - (1) (738)
Investments available for sale
Gain in fair value - 462 - 462 - - 462
Gain in fair value reclassified to
profit or loss upon disposal - (313) - (313) - - (313)
Impairment charged to income
statement - 44 - 44 - - 44
Hedging instruments designated
and qualify as net investment
hedges — gain in fair value - 1,475 - 1,475 - - 1,475
Share of other comprehensive loss
of associates - (13,078) 91) (13,169) - - (13,169)
Share of other comprehensive loss
of joint ventures - (3,035) (221) (3,256) - - (3,256)
Total comprehensive income for the
year - (15,182) 53,557 38,375 457 281 39,113
Transfer from share premium to share
capital upon abolition of par value 9,331 (9,331) - - - - -
Share of dilution surplus of
associate® - 19,497 - 19,497 - - 19,497
Change in non-controlling interests - - - - - (207) (207)
Distribution paid on perpetual
securities - - - - (460) - (460)
Dividend paid to non-controlling
interests - - - - - (309) (309)
Dividend paid to shareholders of
Cheung Kong
Special dividend $7 per share - - (16,213)  (16,213) - - (16,213)
2013 final dividend $2.90 per share - - (6,717) (6,717) - - (6,717)
2014 first interim dividend $0.638
per share - - (1,478) (1,478) - - (1,478)
Balance at 31st December, 2014 10,489 11,791 371,865 394,145 9,045 2,857 406,047
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Balance at 1st January, 2013

Profit for the year
Other comprehensive income (loss)
Translation of financial statements
of operations outside Hong Kong
— exchange gain
Investments available for sale
Gain in fair value
Gain in fair value reclassified to
profit or loss upon disposal
Impairment charged to income
statement
Hedging instruments designated
and qualify as net investment
hedges - loss in fair value
Share of other comprehensive
income (loss) of associates
Share of other comprehensive
income of joint ventures
Total comprehensive income for the
year
Change in non-controlling interests
Issue of perpetual securities
Transaction costs for issue of
perpetual securities
Purchase and cancellation of
perpetual securities
Distribution paid on perpetual
securities
Dividend paid to non-controlling
interests
Dividend paid to shareholders of
Cheung Kong
2012 final dividend $2.63 per share
2013 interim dividend $0.58 per
share

Balance at 31st December, 2013

Shareholders’ Funds

Share Holders
premium of Non-
Share and Retained perpetual controlling Total
capital reserves'" profits Total securities interests Equity
$ Million  $ Million $ Million $ Million $ Million $ Million $ Million

1,158 18,364 314,321 333,843 5,652 3,157 342,652
- - 35,260 35,260 447 265 35,972
- 148 - 148 - 6 154
- 428 - 428 - - 428
- (1,127) - (1,127) - - (1,127)
- 614 - 614 - - 614
- (338) - (338) - - (338)
- (2,470) 521 (1,949) - - (1,949)
- 1,188 47 1,235 - - 1,235
- (1,557) 35,828 34,271 447 271 34,989
- - - - - (246) (246)
- - - - 3,875 - 3,875
- - 41) 41) - - 41)
_ - 42 42 (579) - (537)
- - - - (347) - (347)
- - - - - (90) (90)
- - (6,091) (6,091) - - (6,091)
- - (1,343) (1,343) - - (1,343)

1,158 16,807 342,716 360,681 9,048 3,092 372,821
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(1) Share premium and reserves

Share of

reserves of

Investment associates

Share Capital revaluation Exchange and joint
premium reserve reserve reserve ventures Total

$ Million $ Million $ Million $ Million $ Million $ Million

Balance at 1st January,

2014 9,331 345 3,373 508 3,250 16,807
Other comprehensive
income (loss) - - 193 738 (16,113) (15,182)

Transfer from share
premium to share capital
upon abolition of par

value (9,331) - - - - (9,331)
Share of dilution surplus of
associate® - - - - 19,497 19,497

Balance at 31st
December, 2014 - 345 3,566 1,246 6,634 11,791

Balance at 1st January,

2013 9,331 345 3,458 698 4,532 18,364
Other comprehensive
income (loss) - - (85) (190) (1,282) (1,557)

Balance at 31st December,
2013 9,331 345 3,373 508 3,250 16,807

(2)  Share of dilution surplus of associate represents the Cheung Kong Group’s share of increase in
reserves of Hutchison Whampoa Limited relating to dilution of interest in its subsidiary, A.S. Watson
Holdings Limited.
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Consolidated Statement of Cash Flows
For the year ended 31st December, 2014

2014 2013
Note $ Million $ Million

Operating activities

Cash generated from operations (a) 18,109 5,552
Investment in/loan advance to joint ventures (3,176) (695)
Dividend/repayment from joint ventures 1,904 7,118
Dividend from associates 19,969 4,564
Dividend from investments in securities 320 401
Interest received 1,126 827
Dividend paid to shareholders of Cheung Kong (24,408) (7,434)
Dividend paid to non-controlling interests (309) (90)
Distribution paid on perpetual securities (460) (372)
Profits tax paid (1,089) (855)
Increase in bank deposits maturing over three months (1,822) (1,920)
Net cash from operating activities 10,164 7,096

Investing activities

Investment in/loan advance to joint ventures (5,278) (2,525)
Dividend/repayment from joint ventures 1,711 199
Disposal of property joint ventures 3,298 1,560
Investment in/loan advance to associates - (367)
Purchase of investments available for sale (182) (180)
Disposal/redemption of investments available for sale 595 2,946
Addition of investment properties (18) (6)
Disposal of investment properties - 5,427
Addition of fixed assets (7,849) (162)
Net cash from (used in) investing activities (7,723) 6,892

Financing activities

Borrowing of bank and other loans — 4,086
Repayment of bank and other loans (3,370) (10,179)
Decrease in funding from non-controlling interests 207) (246)
Issue of perpetual securities - 3,834
Purchase and cancellation of perpetual securities - (537)
Interest and other finance costs paid (704) (836)
Net cash used in financing activites (_4_112_8_1_) _____ (_§1§_7§)
Net increase (decrease) in cash and cash equivalents (1,840) 10,110
Cash and cash equivalents at 1st January 31,277 21,167
Cash and cash equivalents at 31st December (b) 29,437 31,277

—III-11 -



APPENDIX III

FINANCIAL INFORMATION OF THE CKH

HOLDINGS GROUP AND THE OFFEROR

Notes:

(a)

(b)

Cash generated from operations

Profit before taxation

Interest income

Interest and other finance costs

Dividend income from investments in securities

Share of net profit of joint ventures

Share of net profit of associates

Increase in fair value of investment properties

Profit on disposal of property joint ventures

Profit on disposal of investment properties

(Increase) decrease in long term loan receivables

Gain on disposal of investments available for sale

Impairment of investments available for sale

Depreciation

Exchange difference and other items

Changes in working capital
(Increase) decrease in investments held for trading
Decrease in stock of properties
Increase (decrease) in customers’ deposits received
Decrease in debtors, deposits and prepayments
(Increase) decrease in derivative financial instruments
Increase (decrease) in creditors and accruals

Cash and cash equivalents

Bank balances and deposits
Less: Bank deposits maturing over three months
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2014 2013

$ Million $ Million
55,927 37,494
(1,212) (858)
328 356
(471) (491)
(4,666) (5,771)
(33,670) (15,649)
(4,542) (1,782)
(2,349) (798)
- (2,760)

772 (787)
(313) (1,127)
44 614

393 325
(104) (344)
442 (1,124)
6,944 788
(1,154) 184
626 149
256 (1,259)
858 (1,608)
7972 (2,870
18,109 5,552
2014 2013

$ Million $ Million
33,179 33,197
(3,742) (1,920)
29,437 31,277
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NOTES TO FINANCIAL STATEMENTS

1.

GENERAL INFORMATION

Cheung Kong is a limited liability company incorporated in Hong Kong and its shares are listed on The

Stock Exchange of Hong Kong Limited. The address of registered office is 7th Floor, Cheung Kong Center, 2
Queen’s Road Central, Hong Kong.

2.

PRINCIPAL ACCOUNTING POLICIES
(a) Basis of preparation

The financial statements have been prepared in accordance with generally accepted accounting
principles in Hong Kong and comply with Hong Kong Financial Reporting Standards (“HKFRSs”). The
financial statements are prepared under the historical cost convention except that investments in securities,
investment properties and derivative financial instruments, as set out in notes 2(f), 2(h) and 2(1)
respectively, are stated at fair values.

The Hong Kong Institute of Certified Public Accountants has issued a number of new and revised
HKFRSs. The adoption of these HKFRSs which are effective for the Cheung Kong Group’s annual
accounting periods beginning on Ist January, 2014 has no significant impact on the Cheung Kong Group’s
results and financial position, and for the following HKFRSs which are not yet effective, the Cheung Kong
Group is in the process of assessing their impact on the Cheung Kong Group’s results and financial
position.

Effective for the Cheung Kong Group’s annual accounting periods beginning on Ist January, 2015

Amendments to HKFRSs Annual Improvements 2010-2012 Cycle
Amendments to HKFRSs Annual Improvements 2011-2013 Cycle
HKAS 19 (2011) (Amendments) Defined Benefit Plans: Employee Contributions

Effective for the Cheung Kong Group’s annual accounting periods beginning on Ist January, 2016

Amendments to HKFRSs Annual Improvements 2012-2014 Cycle

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation
and Amortisation

Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants

Amendments to HKAS 27 (2011) Equity Method in Separate Financial Statements
Amendments to HKFRS 10 and HKAS 28  Sale or Contribution of Assets between an Investor and
(2011) its Associate or Joint Venture
Amendments to HKFRS 10, HKFRS 12 Investment Entities: Applying the Consolidation
and HKAS 28 (2011) Exception
Amendments to HKFRS 11 Accounting for Acquisitions of Interests in Joint
Operations

Effective for the Cheung Kong Group’s annual accounting periods beginning on Ist January, 2017
HKFRS 15 Revenue from Contracts with Customers
Effective for the Cheung Kong Group’s annual accounting periods beginning on Ist January, 2018

HKFRS 9 Financial Instruments
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(b)  Consolidation

The consolidated financial statements of the Cheung Kong Group include the financial statements of
Cheung Kong and its direct and indirect subsidiaries made up to 31st December, and also incorporate the
Cheung Kong Group’s interests in joint ventures and associates on the basis set out in note 2(d) and note
2(e) respectively.

Results of subsidiaries, joint ventures and associates acquired or disposed of during the year are
included as from their effective dates of acquisition to the end of the year or up to the dates of disposal as
the case may be. Goodwill on acquisition of subsidiaries is carried at cost and reviewed for impairment
annually. Impairment, if any, is charged to income statement.

(c) Subsidiaries

A subsidiary is an entity which after considering the relevant facts, the Cheung Kong Group has (i)
power over the entity; (ii) exposure, or rights, to variable returns from involvement with the entity; and (iii)
ability to use power over the entity to affect the amount of return.

Subsidiaries are accounted for in the consolidated financial statements as described in note 2(b)
above. In the financial statements of Cheung Kong, investments in subsidiaries are carried at cost less
provision for impairment.

(d)  Joint ventures

A joint venture is an entity in which the Cheung Kong Group has a long term equity interest and of
which the Cheung Kong Group shares joint control with other parties under contractual arrangements on
decisions that significantly affect its returns.

Investments in joint ventures are carried in the consolidated financial statements at cost plus the
Cheung Kong Group’s share of their post-acquisition results less dividends received and provision for
impairment.

Results of joint ventures are incorporated in the consolidated financial statements to the extent of the
Cheung Kong Group’s share of their total comprehensive income based on their financial statements made
up to 31st December and after adjusting, where necessary, to ensure consistency with the Cheung Kong
Group’s accounting policies.

(e)  Associates

An associate is an entity, other than a subsidiary or a joint venture, in which the Cheung Kong Group
has a long term equity interest and significant influence over its management.

Investments in associates are carried in the consolidated financial statements at cost plus the Cheung
Kong Group’s share of their post-acquisition results less dividends received and provision for impairment.

Results of associates are incorporated in the consolidated financial statements to the extent of the
Cheung Kong Group’s share of their total comprehensive income based on their financial statements made
up to 31st December and after adjusting, where necessary, to ensure consistency with the Cheung Kong
Group’s accounting policies.

f) Investments in securities

Investments in securities, other than subsidiaries, joint ventures or associates, are classified as either
investments held for trading or investments available for sale, and are stated at fair value. Changes in fair
value of investments held for trading are included in income statement. Changes in fair value of
investments available for sale are recognised in other comprehensive income and reclassified to profit or
loss upon disposal.
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Investments available for sale are reviewed for impairment when there are significant or prolonged
declines in fair value of equity securities below costs or when there are observable evidences that debt
securities cannot be recovered in full. Impairment, if any, is charged to income statement and is not
reversible unless for debt securities, increase in fair value in a subsequent period can be objectively related
to events occurring after the impairment is recognised.

Purchase and sale of investments in securities are accounted for on a trade date basis.
(g) Fixed assets
Fixed assets are stated at cost less depreciation and provision for impairment.

For hotel and serviced suite properties, leasehold land is amortised over the remaining term of the
lease on a straight-line basis and buildings are depreciated over the shorter of 50 years or the remaining
term of the lease of the underlying leasehold land. Aircraft are depreciated on a straight-line basis, after
taking into account a residual value of 10% of their costs, over an expected useful life of 25 years from
their respective dates of first use. Other fixed assets are depreciated on a straight-line basis at annual rates
of 5% to 33'53% based on their respective estimated useful lives.

(h) Investment properties

Investment properties, which are held for rental, are stated at fair value. Investment properties under
development are stated at fair value when their fair values become reliably determinable or upon completion
of their construction, whichever is the earlier, otherwise at cost less provision for impairment. Changes in
fair value are included in income statement.

i) Loan receivables

Loan receivables are non-derivative financial assets with fixed or determinable payments. Loan
receivables are recognised initially at fair value and subsequently carried at amortised cost using the
effective interest method less provision for impairment.

(§)] Stock of properties

Stock of properties are stated at the lower of cost and net realisable value. Net realisable value is
determined with reference to sale proceeds received after year end date less selling expenses, or by
management estimates based on prevailing market conditions.

Costs of properties include acquisition costs, development expenditure, interest and other direct costs
attributable to the properties. The carrying values of properties held by subsidiaries are adjusted in the
consolidated financial statements to reflect the Cheung Kong Group’s actual costs incurred where
appropriate.

(k)  Debtors

Debtors are recognised initially at fair value and subsequently carried at amortised cost using the
effective interest method less provision for impairment.

(1)) Derivative financial instruments and hedge accounting

Derivative financial instruments are used for investment and financial purposes and are stated at fair
value.

For derivative financial instruments that qualify for hedge accounting, if they are designated as fair

value hedges, changes in their fair value are included in income statement together with any changes in fair
value of the hedged assets or liabilities that are attributable to the hedged risk; if they are designated as net
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investment hedges, changes in their fair value are recognised in other comprehensive income. Changes in
fair value of derivative financial instruments that do not qualify for hedge accounting are included in
income statement.

Gain or loss on other financial liabilities that are designated and qualify as net investment hedges are
recognised in other comprehensive income.

Any cumulative gain or loss on net investment hedges, previously recognised in other comprehensive
income, is reclassified to profit or loss upon disposal of the investment hedged.

(m) Bank and other loans

Bank and other loans are recognised initially at fair value and subsequently carried at amortised cost
using the effective interest method.

(n)  Creditors

Creditors are recognised initially at fair value and subsequently carried at amortised cost using the
effective interest method.

(0) Revenue recognition

When properties under development are presold, income is recognised when the property
development is completed with the relevant occupation permit issued by the Authorities and the significant
risks and rewards of the properties are passed to the purchasers. Payments received from purchasers prior to
this stage are accounted for as customers’ deposits received.

Property rental income and aircraft leasing income are recognised on a straight-line basis over the
term of the lease. Income from property and project management is recognised when services are rendered.
Revenue from hotel and serviced suite operation is recognised upon provision of services. Interest income is
recognised on a time proportion basis using the effective interest method; and dividend income is
recognised when the right to receive payment is certain.

(p) Foreign exchange

Monetary assets and liabilities denominated in foreign currencies are translated at the rates of
exchange ruling at the year end date. Transactions in foreign currencies are converted at the rates of
exchange ruling at the transaction dates. Exchange differences are included in income statement.

For translation of the financial statements of subsidiaries, joint ventures and associates denominated
in foreign currencies into presentation currency of Cheung Kong, assets and liabilities are translated at the
exchange rates prevailing at the year end date and results are translated at the average rates of exchange for
the year. Exchange differences are recognised in other comprehensive income.

(q) Taxation

Hong Kong profits tax is provided for, using the enacted rate at the year end date, on the estimated
assessable profits less available tax relief for losses brought forward of each individual company comprising
the Cheung Kong Group. Tax outside Hong Kong is provided for, using the local enacted rates at the year
end date, on the estimated assessable profits of the individual company concerned.

Deferred tax liabilities are provided in full, based on the applicable enacted rates, on all temporary
differences between the carrying amounts of assets and liabilities and their tax bases, and deferred tax
assets are recognised, based on the applicable enacted rates, to the extent that it is probable that future
taxable profits will be available against which the deductible temporary differences and unused tax losses
can be utilised.
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(r) Borrowing costs

Borrowing costs are charged to income statement when they are incurred unless they are capitalised
as being directly attributable to the acquisition and development of properties which necessarily take a
substantial period of time to complete.

3. TURNOVER AND CONTRIBUTION

The principal activities of the Cheung Kong Group are property development and investment, hotel and
serviced suite operation, property and project management, aircraft leasing, investment in infrastructure business
and securities.

Turnover of the Cheung Kong Group activities comprises proceeds from property sales, property rental
income, revenue from hotel and serviced suite operation, income from property and project management and
aircraft leasing income. In addition, the Cheung Kong Group also includes its proportionate share of proceeds
from property sales of joint ventures as turnover. Turnover of joint ventures (save for proceeds from property sales
shared by the Cheung Kong Group) and turnover of listed and unlisted associates are not included.

Turnover of the Cheung Kong Group by operating activities for the year is as follows:

2014 2013

$ Million $ Million

Property sales 19,389 12,288
Property rental 1,908 1,960
Hotel and serviced suite operation 2,213 2,368
Property and project management 528 397
Aircraft leasing 221 —
Cheung Kong Group turnover 24,259 17,013
Share of property sales of joint ventures 6,959 15,301
Turnover 31,218 32,314

During the year, turnover of the Cheung Kong Group’s operating activities outside Hong Kong (including
property sales of joint ventures) accounted for approximately 24% (2013 — 54%) of the turnover and was derived
from the following locations:

2014 2013

$ Million $ Million

The Mainland 6,039 16,454
Singapore 1,210 980
Others 127 —
7,376 17,434
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Profit contribution by operating activities for the year is as follows:

Cheung Kong and
subsidiaries Joint ventures Total

2014 2013 2014 2013 2014 2013
$ Million $ Million $ Million $ Million $ Million $ Million

Property sales 6,523 4,710 1,913 5,474 8,436 10,184
Property rental 1,750 1,790 300 322 2,050 2,112
Hotel and serviced
suite operation 942 989 279 284 1,221 1,273
Property and project
management 153 136 61 46 214 182
9,368 7,625 2,553 6,126 11,921 13,751
Infrastructure
business - - 1,798 1,602 1,798 1,602
Aircraft leasing 112 - 222 - 334 -
9,480 7,625 4,573 7,728 14,053 15,353
Investment and finance 1,688 3,741
Interest and other finance costs (328) (356)
Increase in fair value of investment properties
Subsidiaries 4,542 1,782
Joint ventures 510 24
Profit on disposal of property joint ventures 2,349 798
Profit on disposal of investment properties - 2,760
Others 152 428
Taxation
Cheung Kong and subsidiaries (1,319) (1,522)
Joint ventures (709) (2,684)
Profit attributable to non-controlling interests and holders of perpetual
securities (739) (712)
20,199 19,612

Share of net profit of listed associates
Hutchison Whampoa Limited
Net profit (excluding investment property revaluation and share of

associate’s exceptional gain) 12,985 15,544
Investment property revaluation 12,540 -
Share of associate’s gain on separate listing of Hong Kong electricity

business 8,026 -

CK Life Sciences Int’l., (Holdings) Inc. 119 104
Profit attributable to shareholders of Cheung Kong 53,869 35,260
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4. PROFIT BEFORE TAXATION

2014 2013
$ Million $ Million
Profit before taxation is arrived at after charging:
Interest and other finance costs
Bank loans and other loans repayable within 5 years 703 847
Other loans not repayable within 5 years 79 79
Gain on loan hedging (86) (98)
696 828
Less: Amount capitalised (note (a)) (368) (472)
328 356
Directors’ emoluments (note (b))
Salaries, allowances and benefits in kind 129 121
Pension scheme contribution 12 12
Discretionary bonus 104 98
245 231
Less: Emoluments from listed associates paid back (13) (12)
232 219
Auditors’ remuneration 8 8
Costs of properties sold 11,708 6,894
Impairment of investments available for sale 44 614
Operating lease charges — properties 218 242
and after crediting:
Net property rental income 1,888 1,909
Interest income from banks 353 91
Interest income from loan receivables 21 12
Interest income from joint ventures 767 714
Interest income from associates 16 14
Income from listed investments in securities
Dividend income from equity securities 467 467
Interest income from debt securities 42 12
Income from unlisted investments in securities
Dividend income from equity securities 4 24
Interest income from debt securities 13 15
Exchange difference 92 259
Gain on investments held for trading 28 855
Gain on disposal of investments available for sale 313 1,127
Notes:

(a)  Interest and other finance costs were capitalised at annual rates of approximately 1.5% (2013 — 1.8%)
on average to various property development projects.

(b)  Directors’ emoluments comprised payments to Cheung Kong’s directors (including the five highest

paid individuals in the Cheung Kong Group) in connection with the management of the affairs of the
Cheung Kong Group. The independent non-executive directors receive an annual director’s fee of
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$220,000 (2013 — $120,000) each; and for those acting as members of the Audit Committee and/or
Remuneration Committee, additional annual fee of $130,000 (2013 — $130,000) each is paid for the
former and $60,000 (2013 — $60,000) each is paid for the latter. The emoluments of Cheung Kong’s
directors, excluding emoluments received by them from listed associates, are as follows:

Salaries, Inducement

Allowances Pension or
Director’s and Benefits Scheme Discretionary Compensation 2014 2013
Fees in Kind Contribution Bonus Fee Total Total

$ Million $ Million $ Million $ Million $ Million  $ Million $ Million

Li Ka-shing 0.01 - - - - 0.01 0.01
Li Tzar Kuoi, Victor ¥ 0.22 41.85 4.18 23.41 - 69.66 65.91
Kam Hing Lam © 0.22 20.43 2.04 0.88 - 23.57 22.36
Ip Tak Chuen, Edmond 0.22 16.75 1.67 10.24 - 28.88 2723
Chung Sun Keung, Davy 0.22 10.40 1.04 18.27 - 29.93 28.42
Pau Yee Wan, Ezra 0.22 11.79 1.18 14.50 - 27.69 26.28
Woo Chia Ching, Grace 0.22 11.80 1.18 18.20 - 31.40 29.81
Chiu Kwok Hung, Justin 0.22 10.57 1.05 18.28 - 30.12 28.61
Leung Siu Hon 0.22 - - - - 0.22 0.12
Fok Kin Ning, Canning 0.22 - - - - 0.22 0.12
Frank John Sixt 0.22 - - - - 0.22 0.12
Chow Kun Chee, Roland 0.22 - - - - 0.22 0.12
George Colin Magnus 0.22 - - - - 0.22 0.12
Lee Yeh Kwong, Charles 0.22 - - - - 0.22 0.11
Kwok Tun-li, Stanley 0.41 - - - - 0.41 0.31
Yeh Yuan Chang, Anthony 0.22 - - - - 0.22 0.12
Simon Murray 0.22 - - - - 0.22 0.12
Chow Nin Mow, Albert 0.22 - - - - 0.22 0.12
Hung Siu-lin, Katherine 0.35 - - - - 0.35 0.25
Wong Yick-ming, Rosanna 0.28 - - - - 0.28 0.18
Cheong Ying Chew, Henry 0.35 - - - - 0.35 0.25
Total for the year 2014 4.92 123.59 12.34 103.78 - 244,63
Total for the year 2013 291 117.73 11.74 98.31 - 230.69
'

(1) Other than a director’s fee of $5,000, no other remuneration was paid to the Chairman, Mr. Li
Ka-shing. The amount of director’s fee shown above is a result of rounding. The director’s fee
of $50,000 received by Mr. Li Ka-shing from Hutchison Whampoa Limited was paid back to
Cheung Kong.

2) Part of the directors’ emoluments in the sum of $3,864,000 received by Mr. Li Tzar Kuoi,
Victor from the Hutchison Whampoa Group and the director’s fee of $75,000 received by him
from CK Life Sciences Int’l., (Holdings) Inc. were paid back to Cheung Kong.

3) Part of the directors’ emoluments in the sum of $1,620,000 received by Mr. Kam Hing Lam
from the Hutchison Whampoa Group and the directors’ emoluments of $3,575,000 received by
him from CK Life Sciences Int’l., (Holdings) Inc. were paid back to Cheung Kong.

(4)  Part of the directors” emoluments in the sum of $1,875,000 received by Mr. Ip Tak Chuen,
Edmond from Cheung Kong Infrastructure Holdings Limited and the directors’ emoluments of
$1,875,000 received by him from CK Life Sciences Int’l., (Holdings) Inc. were paid back to
Cheung Kong.
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5. TAXATION

2014 2013
$ Million $ Million

Current tax
Hong Kong profits tax 1,398 1,026
Tax outside Hong Kong (115) 330
Deferred tax 36 166
1,319 1,522

Hong Kong profits tax has been provided for at the rate of 16.5% (2013 — 16.5%) on the estimated
assessable profits for the year and operating profit (after adjusting for share of taxation of joint ventures) is
reconciled with taxation as follows:

2014 2013
$ Million $ Million
Adjusted operating profit at Hong Kong tax rate of 16.5% (2013 — 16.5%) 3,789 4,047
Effect of tax rate differences at locations outside Hong Kong 261 2,087
Effect of change of tax rate on deferred tax liabilities at location outside
Hong Kong - (696)
Tax assessment differences at locations outside Hong Kong (534) -
Interest income from infrastructure business (119) (108)
Dividend income (115) (110)
Increase in fair value of investment properties (819) (297)
Profit on disposal of investment properties - (455)
Net effect of tax losses and deductible temporary differences utilised/not
recognised (256) (55)
Net effect of non-assessable/deductible items (14) (203)
Tax provision in prior year written back (167) -
Others 2 4)
2,028 4,206
Less: Share of taxation of joint ventures (709) (2,684)
1,319 1,522
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6. PROFIT ATTRIBUTABLE TO SHAREHOLDERS OF CHEUNG KONG

Profit attributable to shareholders of Cheung Kong dealt with in the income statement of Cheung Kong is
$21,316 million (2013 — $8,560 million) and dividends paid and declared for the year by Cheung Kong are as
follows:

2014 2013

$ Million $ Million

Special dividend paid at $7 (2013 — Nil) per share 16,213 -

First interim dividend paid at $0.638 (2013 — $0.58) per share 1,478 1,343
Second interim dividend declared in lieu of final dividend at $3.016

(2013 - final dividend at $2.90) per share 6,985 6,717

24,676 8,060

7. EARNINGS PER SHARE

The calculation of earnings per share is based on profit attributable to shareholders of Cheung Kong and on
2,316,164,338 shares (2013 — 2,316,164,338 shares) in issue during the year.
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8.

FIXED ASSETS

Cheung Kong Group

Cost

At 1st January, 2013
Translation difference
Additions/transfers
Disposals

At 31st December, 2013
Translation difference
Additions/transfers
Disposals

At 31st December, 2014

Accumulated depreciation/

provisions

At 1st January, 2013
Translation difference
Depreciation
Disposals

At 31st December, 2013
Translation difference
Depreciation

Disposals

At 31st December, 2014

Net book value

At 31st December, 2014

At 31st December, 2013

Hotels and serviced suites

in outside

Hong Kong Hong Kong Aircraft  Other assets Total
$ Million $ Million $ Million $ Million $ Million
11,998 721 - 1,350 14,069
- 23 - 8 31

97 10 - 38 145
- - - (29) (29)
12,095 754 - 1,367 14,216
- 2) - (1 3)

143 37 7,599 105 7,884
- - - 99) 99)
12,238 789 7,599 1,372 21,998
2,531 221 - 1,172 3,924
- 7 - 8 15

225 17 — 83 325
- - - (25) (25)
2,756 245 - 1,238 4,239
- (D - (1) (2)

226 16 93 58 393
- - - (86) (86)
2,982 260 93 1,209 4,544
9,256 529 7,506 163 17,454
9,339 509 - 129 9,977

At the year end date, hotels and serviced suites in Hong Kong with carrying values of $8,744 million

(2013 — $8,817 million) and $512 million (2013 — $522 million) were held under medium-term and long leases
respectively, and hotels and serviced suites outside Hong Kong with carrying value of $529 million (2013 - $509
million) were held under medium-term leases.
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Aircraft are movable assets and are leased to airline operators. Analysis of their geographical location is not

practicable.
Other assets
2014 2013
Cheung Kong $ Million $ Million
Cost
At 1st January 191 189
Additions 3 2
Disposals &) -
At 31st December 186 191
Accumulated depreciation
At 1st January 186 183
Depreciation 3 3
Disposals &) -
At 31st December 181 186
Net book value at 31st December 5 5

9. INVESTMENT PROPERTIES

Cheung Kong Group

2014 2013
$ Million $Million
Investment properties in Hong Kong

At 1st January 28,777 29,656
Additions/cost adjustments (34) 2
Disposals - (2,663)
Increase in fair value 4,542 1,782
At 31st December 33,285 28,777

At the year end date:

(a)

(b)

(©)

investment properties were fair valued by DTZ Debenham Tie Leung Limited, independent
professional valuers;

fair values of investment properties are generally derived using the income capitalisation method
which is based on the capitalisation of net income and reversionary income potential by appropriate
capitalisation rates; the capitalisation rates adopted, ranging between 4% to 8% generally and
inversely related to the values derived, are based on analysis of relevant sale transactions and
interpretation of prevailing market expectations and capitalisation rates adopted for major investment
properties were as follows:

@) The Center (commercial office property) 5.00%
(i) 1881 Heritage (retail shopping mall) 5.25%

investment properties with carrying value of $32,050 million (2013 — $27,768 million) and $1,235
million (2013 — $1,009 million) were held under medium-term and long leases respectively; and
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10.

11.

(d)  gross rental income and direct operating expenses of investment properties for the year amounted to

$1,761 million (2013 — $1,802 million) and $12 million (2013 — $46 million) respectively.

SUBSIDIARIES

Unlisted shares in subsidiaries
Amounts due from subsidiaries
Amounts due to subsidiaries

Particulars regarding the principal subsidiaries are set out in Appendix I.

ASSOCIATES

Investments in listed associates (note (a))
Share of results less dividends

Investments in unlisted associates
(note (b))
Share of results less dividends

Amounts due from associates (note (c))

Cheung Kong

2014 2013
$ Million $ Million
7,922 3,222
19,964 27,702
(160) (191)
27,726 30,733

Cheung Kong Group Cheung Kong
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
28,132 28,132 - -
187,894 167,865 — -
216,026 195,997 — —
6 6 1 1
(©) (5) - -
1 1 1 1
814 814 - —
216,841 196,812 1 1
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Notes:

(a)

(b)

()

Reconciliations of published financial information of Hutchison Whampoa Limited (“Hutchison
Whampoa”) and CK Life Sciences Int’l., (Holdings) Inc. (“CK Life Sciences”), the listed associates,
to the Cheung Kong Group’s carrying amounts are as follows:

Hutchison Whampoa CK Life Sciences
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Published financial information of
listed associates
Share capital 29,425 1,066 961 961
Share premium and reserves 397,155 385,299 3,702 4,016
Capital and reserves 426,580 386,365 4,663 4,977
Shared by the Cheung Kong Group:
Capital and reserves 213,119 193,048 2,113 2,256
Other costs/differences 799 761 5) (68)
Carrying amount 213,918 193,809 2,108 2,188

Extracts of published financial information of Hutchison Whampoa and CK Life Sciences are set out
in Appendix IV and Appendix V respectively.

During the year, dividends received from Hutchison Whampoa and CK Life Sciences amounted to
$19,939 million (2013 - $4,537 million) and $30 million (2013 — $26 million) respectively.

At the year end date, market values of the Cheung Kong Group’s investments in Hutchison Whampoa
and CK Life Sciences based on quoted market price were $190,121 million (2013 - $224,523
million) and $3,441 million (2013 — $3,136 million) respectively.

The Cheung Kong Group’s share of results of unlisted associates for the year are as follows:

2014 2013

$ Million $ Million

Net profit - 1

Other comprehensive income — 12

Total comprehensive income — 13
At the year end date, amounts due from associates included the followings:

2014 2013

$ Million $ Million

Interest bearing loans — repayable within 5 years 814 679

Interest bearing loans — repayable after 5 years — 135

814 814
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12.

JOINT VENTURES

Cheung Kong Group Cheung Kong
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Investments in joint ventures
— unlisted (note (a)) 25,712 21,826 191 191
Share of results less dividends 25,213 28,085 - -
50,925 49,911 191 191
Amounts due from joint ventures (note (b)) 17,829 15,748 576 576
68,754 65,659 767 767
Notes:
(a)  The Cheung Kong Group’s share of results of joint ventures for the year are as follows:
2014 2013
$ Million $ Million
Net profit 4,666 5,771
Other comprehensive income (3,256) 1,235
Total comprehensive income 1,410 7,006
(b) At the year end date, amounts due from joint ventures included the followings:
2014 2013
$ Million $ Million
Interest bearing loans — repayable within 5 years 955 993
Interest bearing loans — repayable after 5 years 1,945 2,120
Interest bearing loans — no fixed repayment terms 622 648
Subordinated interest bearing loans — repayable after 5 years 5,013 5,306
Non-interest bearing loans — no fixed repayment terms 9,294 6,681
17,829 15,748
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13. INVESTMENTS AVAILABLE FOR SALE

Cheung Kong

2014 2013
$ Million $ Million
Listed investments

Equity securities — listed in Hong Kong 6,594 5,050
Equity securities — listed outside Hong Kong 3,593 3,752
Debt securities — listed outside Hong Kong 23 41
10,210 8,843

Unlisted investments
Equity securities 177 193
Debt securities 318 298
495 491
10,705 9,334

14. STOCK OF PROPERTIES
Cheung Kong Group Cheung Kong

2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Properties for/under development 47,232 50,607 - -
Joint development projects 21,903 27,420 - -
Properties for sale 4,064 1,757 3 3
73,199 79,784 3 3

At the year end date, properties for/under development and joint development projects amounting to
$43,175 million (2013 — $54,455 million) were not scheduled for completion within twelve months.

15. DEBTORS, DEPOSITS AND PREPAYMENTS

Cheung Kong Group Cheung Kong
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Trade debtors 1,781 1,600 - -
Loan receivables 13 21 - -
Deposits, prepayments and others 716 692 57 150
2,510 2,313 57 150

The Cheung Kong Group’s trade debtors mainly comprise receivables for sales of properties and leasing of
properties and aircraft. Sales terms vary for each property project and are determined with reference to the
prevailing market conditions. Sales of properties are normally completed when sales prices are fully paid and
deferred payment terms are sometimes offered to purchasers at a premium. Rentals and deposits are payable in
advance by lessees.
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16.

At the year end date, ageing analysis of the Cheung Kong Group’s trade debtors was as follows:

2014 2013
$ Million $ Million
Current to one month 1,718 1,513
Two to three months 44 66
Over three months 19 21
1,781 1,600

and ageing analysis of trade debtors past due but not impaired was as follows:
2014 2013
$ Million $ Million
Overdue within one month 56 142
Overdue for two to three months 40 37
Overdue over three months 18 19
114 198

INVESTMENTS HELD FOR TRADING

Cheung Kong Group

2014 2013
$ Million $ Million

Listed investments
Equity securities — listed in Hong Kong 116 69
Equity securities — listed outside Hong Kong 182 176
Debt securities — listed outside Hong Kong 620 1,115
918 1,360
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17. BANK AND OTHER LOANS

Cheung Kong Group

2014 2013
$ Million $ Million

Bank loans repayable
within 1 year 12,409 2,438
after 1 year but not exceeding 2 years 4,300 13,517
after 2 years but not exceeding 5 years 8,591 13,141
25,300 29,096

Other loans repayable
within 1 year 5,943 -
after 1 year but not exceeding 2 years 1,960 6,008
after 2 years but not exceeding 5 years 2,671 4,786
after 5 years 2,000 2,000
12,574 12,794
37,874 41,890
Less: Amounts classified under current liabilities 18,352 2,438
Amounts classified under non-current liabilities 19,522 39,452

At the year end date:

(a) bank loans denominated in GBP and EUR amounted to $2,959 million (2013 — $3,146 million) and
$1,840 million (2013 — $2,091 million) respectively were designated as net investment hedges for

investments in GBP and EUR;

(b)  other loans included fixed rate notes issued by wholly owned subsidiaries and guaranteed by Cheung
Kong as follows:

(1) issued by Cheung Kong Bond Finance Limited in Hong Kong:

HK$
HK$
HK$

500,000,000
150,000,000
500,000,000

4.4% due April 2015 (issued in 2005)
5.1% due April 2016 (issued in 2006)
4.88% due August 2018 (issued in 2008)

(ii)  issued by Joynote Ltd and listed in Singapore:

SGD
SGD
SGD

225,000,000
180,000,000
320,000,000

2.25% due November 2015 (issued in 2010)
2.585% due July 2016 (issued in 2011)
3.408% due July 2018 (issued in 2011)

(iii)  issued by Cheung Kong Finance (MTN) Limited in Hong Kong:

HK$
HK$
HKS$
HK$
HK$
HK$

500,000,000
500,000,000
300,000,000
330,000,000
377,000,000
400,000,000

4.3% due January 2020 (issued in 2010)
4.35% due January 2020 (issued in 2010)
3.9% due April 2020 (issued in 2010)
2.45% due September 2016 (issued in 2011)
2.56% due October 2016 (issued in 2011)
3.45% due October 2021 (issued in 2011)
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18.

19.

(©

(d)

HKS$ 300,000,000 3.35% due November 2021 (issued in 2011)
US$ 500,000,000 LIBOR+1.5% due June 2015 (issued in 2012) and listed in
Hong Kong

swaps for interest rate hedging purposes with notional principal amounting to $2,450 million
(2013 — $2,450 million) had been arranged to convert the rates and related terms of the fixed
rate notes to a floating rate basis and the fair value of which, as quoted by financial
institutions, amounted to a net asset of $192 million (2013 — $220 million);

bank and other loans, where appropriate after interest rate hedging, approximated their fair
values and carried interest at effective rates generally based on inter-bank offered rates of the
relevant currency plus a margin of approximately 1.3% per annum.

CREDITORS AND ACCRUALS

Cheung Kong Group Cheung Kong
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Trade creditors 1,663 1,232 — —
Accruals and other creditors 3,797 3,260 314 291
Customers’ deposits received 5,991 7,207 - -
11,451 11,699 314 291

At the year end date, ageing analysis of the Cheung Kong Group’s trade creditors was as follows:

2014 2013

$ Million $ Million

Current to one month 1,605 1,171
Two to three months 25 32
Over three months 33 29
1,663 1,232

DEFERRED TAX LIABILITIES

At the year end date:

(a)  deferred tax liabilities amounting to $900 million (2013 — $810 million), $42 million (2013 — $35
million) and $80 million (2013 — $141 million) were provided for accelerated tax depreciation,
withholding tax on undistributed profits and other temporary differences respectively; and

(b)  unutilised tax losses and deductible temporary differences amounting to a total of $2,727 million
(2013 — $2,905 million) were not accounted for and had no expiry date (2013 — $96 million had
expiry date within 5 years).
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20. SHARE CAPITAL/SHARE PREMIUM

Cheung Kong

2014 2013 2014 2013

No. of shares  No. of shares $ Million $ Million

Authorised share capital of $0.5 each - 3,800,000,000 — 1,900
Share capital (2013: $0.5 each) 2,316,164,338  2,316,164,338 10,489 1,158
Share premium - 9,331

The new Companies Ordinance, which came into effect on 3rd March, 2014, abolished the concepts of par
value, share premium and authorised share capital. Accordingly, $9,331 million in the share premium account was
transferred to the share capital account on the effective date.

21. RESERVES

Cheung Kong

Capital Retained
reserve profits 2014 Total 2013 Total
$ Million $ Million $ Million $ Million
At 1st January 199 20,995 21,194 20,068
Profit for the year - 21,316 21,316 8,560
Dividend paid - (24,408) (24,408) (7,434)
At 31st December 199 17,903 18,102 21,194

At the year end date, Cheung Kong’s reserves available for distribution to shareholders of Cheung Kong
amounted to $17,903 million (2013 — $20,995 million). Proposed final dividend for 2013 was approved by
shareholders of Cheung Kong on 16th May, 2014 and paid on 5th June, 2014.

22. PERPETUAL SECURITIES

Cheung Kong Group

2014 2013

$ Million $ Million

SGD730 million issued in 2011 (note (a)) 4,647 4,650
HK$1,000 million issued in 2012 (note (b)) 1,025 1,025
US$425.3 million issued in 2013 (note (¢)) 3,373 3,373
9,045 9,048

Perpetual securities were issued by wholly owned subsidiaries and guaranteed by Cheung Kong. The
perpetual securities have no fixed maturity and distributions are paid semi-annually in arrears. Distribution may be
deferred at the Cheung Kong Group’s discretion and in which event, Cheung Kong and the issuer will not declare/
pay any dividends or distributions, redeem, reduce, cancel or buy-back any of Cheung Kong’s and/or the issuer’s
share capital.
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Notes:

(a)  Listed in Singapore, the perpetual securities carry an annual distribution rate of 5.125% and are
redeemable at the Cheung Kong Group’s option on or after 9th September, 2016.

(b)  Listed in Hong Kong, the perpetual securities carry an annual distribution rate of 5.25% for the first
five years and 6.25% thereafter, and are redeemable at the Cheung Kong Group’s option on or after

9th July, 2017.

(c) Listed in Hong Kong, the perpetual securities carry an annual distribution rate of 5.375% and are
redeemable at the Cheung Kong Group’s option on or after 24th January, 2018.

23. OPERATING LEASE
Operating leases for property rental and aircraft leasing are mainly on 2 to 3 year terms and 5 to 14 year
terms respectively. Analysis of future minimum lease income receivable by the Cheung Kong Group under

non-cancellable operating leases at the year end date is as follows:

Cheung Kong Group

2014 2013
$ Million $ Million

Future minimum lease income receivable
not later than 1 year 1,963 1,644
later than 1 year but not later than 5 years 3,773 920
later than 5 years 1,241 —
6,977 2,564

Analysis of future minimum lease charges payable by the Cheung Kong Group and Cheung Kong under
non-cancellable operating leases at the year end date are as follows:

Cheung Kong Group Cheung Kong
2014 2013 2014 2013
$ Million $ Million $ Million $ Million
Future minimum lease charges payable
not later than 1 year 187 167 127 82
later than 1 year but not later than 5
years 248 59 211 -
later than 5 years 6 — — —
441 226 338 82
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24.

25.

26.

SEGMENT INFORMATION

Depreciation for the year analysed by operating activities is as follows:

2014 2013

$ Million $ Million

Hotel and serviced suite operation 282 294
Property and project management 10 14
Aircraft leasing 93 —
385 308

Others 8 17
393 325

COMMITMENTS AND CONTINGENT LIABILITIES

At the

(a)

(b)

(©)

(d)

year end date:

the Cheung Kong Group had capital commitments as follows:

(1) contracted but not provided for
fixed assets — $7,185 million (2013 — $501 million)
investment in joint ventures — $853 million (2013 — Nil)
investments in associates — $693 million (2013 — $693 million)
others — $63 million (2013 — $108 million)

(i)  authorised but not contracted for
fixed assets — $254 million (2013 — $5 million)
investment in joint ventures — $380 million (2013 — Nil)

loan advances to joint ventures — $3,970 million (2013 — $452 million)

the minimum share of revenue guaranteed by Cheung Kong to be received by the partner of a joint
development project amounted to $588 million (2013 — $600 million);

Cheung Kong provided guarantee for amounts payable under the terms and conditions of the
perpetual securities as disclosed in note 22; and

Cheung Kong provided guarantees for loan financing as follows:

() bank and other loans utilised by subsidiaries — $37,274 million (2013 — $41,280 million)
(ii)  bank loans utilised by joint ventures — $1,383 million (2013 — $52 million)

(iii) bank loans utilised by investee company — $436 million (2013 — $390 million)

and certain subsidiaries provided guarantees for bank loans utilised by joint ventures amounted to
$1,195 million (2013 — $823 million).

EMPLOYEES PENSION SCHEMES

The principal employees pension schemes operated by the Cheung Kong Group, including the occupational
retirement schemes and the mandatory provident fund schemes, are defined contribution schemes. For occupational
retirement schemes, contributions are made by either the employer only or both the employer and the employees
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at rates ranging from approximately 5% to 10% of the employees’ salary. For mandatory provident fund schemes,
contributions are made by both the employer and the employees at 5% each of the employees’ relevant monthly
income which is capped at $30,000.

During the year, the Cheung Kong Group’s costs incurred on employees pension schemes were $138 million
(2013 — $137 million) and forfeited contributions in the amount of $4 million (2013 — $3 million) were used to
reduce current year’s contributions.

27. RELATED PARTY TRANSACTIONS

The Cheung Kong Group has entered into various joint ventures mainly on property projects and
infrastructure businesses with parties including subsidiaries of the Hutchison Whampoa group. Loan advances
were made to/repaid from and guarantees were provided for the joint ventures on a pro rata basis. As at the year
end date, loan advances made to joint ventures were disclosed as amounts due from joint ventures in note 12;
commitments for loan advances to joint ventures and guarantees provided for bank loans utilised by joint ventures
were disclosed in note 25.

Loan advances were made to associates and outstanding balances as at the year end date were disclosed as
amounts due from associates in note 11.

Interest was received from joint ventures and associates and interest income for the year was disclosed in
note 4.

Other than the aforementioned, there were no other significant related party transactions requiring disclosure
in the financial statements.

28. FINANCIAL RISKS AND MANAGEMENT

Financial assets and financial liabilities of the Cheung Kong Group include investments in securities, cash
balances maintained for liquidity, loan and other receivables, bank and other loan borrowings, and derivative
financial instruments for investment and financial purposes. The Cheung Kong Group’s treasury policies and how
the management manages to mitigate the risks associated with these financial assets and financial liabilities are
described below:

(a) Treasury policies

The Cheung Kong Group maintains a conservative approach on foreign exchange exposure
management and ensures that its exposure to fluctuations in foreign exchange rates is minimised. At times
of interest rate or exchange rate uncertainty or volatility and when appropriate, hedging instruments
including swaps and forwards are used in the management of exposure to interest rate and foreign exchange
rate fluctuations.

The Cheung Kong Group’s borrowings are principally on a floating rate basis and where appropriate,
swaps are arranged to convert the rates and related terms of the fixed rate notes issued to a floating rate
basis.

At the year end date, approximately 76.1% of the Cheung Kong Group’s borrowings were in HK$
and USS$, with the balance in EUR, GBP and SGD mainly for the purpose of financing investments and
joint venture projects in Europe, the United Kingdom and Singapore. The Cheung Kong Group derives its
revenue from property development mainly in HK$ and RMB and maintains cash balance substantially in
HK$ and RMB. Income in foreign currencies, including EUR, GBP and SGD, is also generated from the
Cheung Kong Group’s investments and joint venture projects outside Hong Kong and cash in these foreign
currencies is maintained for business requirements.
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(b) Risk management

Loan receivables normally carry interest at rates with reference to banks’ lending rates and are
secured by collaterals and other credit enhancements including charge on assets and guarantees. Trade
debtors include mainly receivables arising from sales and leases of properties to the public and aircraft
leasing. The Cheung Kong Group has legal rights to claim repossession of the properties or the aircraft in
the event of default by purchasers/ lessees. Regular review and follow-up actions are carried out on overdue
amounts to minimise credit risk exposures. At the year end date, overdue loan receivables and trade debtors
were less than 1% of the Cheung Kong Group’s profit for the year and credit risk on loan receivables and
trade debtors after mitigation by collaterals and other credit enhancements was negligible.

Cash balances maintained for liquidity are placed with a number of major banks. Investments in
securities and transactions involving derivative financial instruments are generally limited to issuers and
counter-parties with sound credit.

The exposure of investments in securities and derivative financial instruments to price changes is
managed by closely monitoring changes in market conditions that may have an impact on market prices or
factors affecting the fair value. If the fair value of the investments in securities and derivative financial
instruments was 5% higher/lower at the year end date, the Cheung Kong Group’s investment revaluation
reserve would increase/decrease by approximately $527 million (2013 - $396 million) and the Cheung
Kong Group’s profit for the year would increase/decrease by approximately $63 million (2013 — $163
million).

The Cheung Kong Group’s borrowings are exposed to interest rate fluctuation. It is estimated that an
increase/decrease of 1% in interest rates would increase/decrease the Cheung Kong Group’s finance costs
for the year by approximately $322 million (2013 — $360 million), assuming the change in interest rates had
been applied to the Cheung Kong Group’s bank and other loans at the year end date which were kept
constant throughout the year, and the amount of finance costs capitalised would increase/decrease by
approximately $170 million (2013 — $205 million) based on the proportion of finance costs capitalised
during the year.

At the year end date, foreign exchange risk of the subsidiaries with functional currency in HK$ arose
mainly from borrowings denominated in GBP, which were designated as net investment hedges for
investments in GBP, and bank balances denominated in RMB. It is estimated that if GBP and RMB had
strengthened/weakened against HK$ by 5% at the year end date, the Cheung Kong Group’s profit for the
year would increase/decrease by approximately $447 million (2013 — Nil) and the Cheung Kong Group’s
other comprehensive income for the year would decrease/increase by approximately $148 million (2013 —
$157 million).

(¢) Liquidity management

The Cheung Kong Group monitors its liquidity requirements on a short to medium term basis and
arranges refinancing of the Cheung Kong Group’s borrowings as appropriate. With cash and marketable
securities in hand as well as available banking facilities, the Cheung Kong Group’s liquidity position
remains strong and the Cheung Kong Group has sufficient financial resources to satisfy its commitments
and working capital requirements.
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29.

Group’s results for the year and financial position at the year end date.

on the degree to which their fair values are observable, is as follows:

The contractual undiscounted cash flows (including interest payments computed at rates at the year
end date and after interest rate hedging where applicable) of the Cheung Kong Group’s borrowings by
contractual maturities at the year end date are as follows:

Within 1 year

After 1 year but not exceeding 2 years
After 2 years but not exceeding 5 years

After 5 years

2014 2013

$ Million $ Million
18,855 3,126
6,560 20,041
11,613 18,568
2,045 2,084
39,073 43,819

The derivative financial instruments designated as net investment hedges for investments in GBP and
AUD will be settled on gross basis and will mature after 2 years but not exceeding 5 years. The contractual
undiscounted cash inflow and outflow upon maturities are $13,437 million (2013 — $9,983 million) and
$12,985 million (2013 — $10,271 million) respectively based on exchange rates at the year end date.

FAIR VALUE MEASUREMENT

Investments in securities and derivative financial instruments are stated at fair value. Fair values are
measured based on quoted prices in active markets, value inputs that are observable either directly or indirectly
and/or value inputs that are not based on observable market data. Change of value inputs that are not based on
observable market data to reasonably possible alternatives would not have material effect on the Cheung Kong

An analysis of the Cheung Kong Group’s financial assets and financial liabilities stated at fair value, based

Level 1: quoted prices in active markets

Level 2: value inputs, other than quoted prices, that are observable either directly or indirectly
Level 3: value inputs that are not based on observable market data

At 31st December, 2014
Financial assets
Investments available for sale
Equity securities
Debt securities
Investments held for trading
Equity securities
Debt securities
Derivative financial instruments

Financial liabilities
Derivative financial instruments

Level 1 Level 2 Level 3 Total
$ Million $ Million $ Million $ Million
10,187 13 164 10,364
23 318 - 341

298 - - 298

620 — - 620

- 795 - 795

11,128 1,126 164 12,418

- (191) - (191)
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30.

At 31st December, 2013
Financial assets
Investments available for sale
Equity securities
Debt securities
Investments held for trading
Equity securities
Debt securities
Derivative financial instruments

Financial liabilities
Derivative financial instruments

Level 1 Level 2 Level 3 Total
$ Million $ Million $ Million $ Million
8,802 12 181 8,995
41 298 - 339
245 - - 245
1,115 - - 1,115

- 551 - 551

10,203 861 181 11,245
- (279) - (279)

The movement of equity securities available for sale in Level 3 measurement during the year is as follows:

Fair value at 1st January
Additions
Disposal

Gain (loss) in fair value recognised in other comprehensive income

Fair value at 31st December

CAPITAL MANAGEMENT

2014 2013

$ Million $ Million
181 127

42 14

(12) -

47) 40

164 181

The Cheung Kong Group manages its capital to ensure that it will be able to continue as a going concern
while maximising returns to the shareholders of Cheung Kong through the optimisation of debt and equity
balance. The capital structure of the Cheung Kong Group consists of bank and other loans as detailed in note 17,
bank balances and deposits, shareholders’ funds (comprising share capital, share premium and reserves), perpetual
securities and non-controlling interests as detailed in the consolidated statement of financial position. The Cheung
Kong Group reviews its capital structure on a regular basis and maintains a low net debt to net total capital ratio.
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The net debt to net total capital ratio at the year end date is as follows:

2014 2013

$ Million $ Million

Bank and other loans 37,874 41,890

Less: Bank balances and deposits (33,179) (33,197)
Net debt 4,695 8,693
Total equity 406,047 372,821
Net debt 4,695 8,693
Net total capital 410,742 381,514
Net debt to net total capital ratio 1.1% 2.3%

31. EVENT AFTER THE YEAR END DATE
On 9th January, 2015, Cheung Kong and Hutchison Whampoa jointly announced the following proposals:
(a) The Reorganisation Proposal
The Reorganisation Proposal will be implemented whereby the holding company of the Cheung Kong
Group will be changed from Cheung Kong to CK Hutchison Holdings Limited (“CKH Holdings”), an
exempted company incorporated in the Cayman Islands with limited liability, by way of a scheme of

arrangement (“Scheme”). Shareholders of Cheung Kong will become shareholders of CKH Holdings
thereafter and all the issued shares of Cheung Kong will be cancelled and extinguished.

(b) The Merger Proposal

After completion of the Reorganisation Proposal, the following transactions will be implemented
subject to the fulfillment of their respective conditions precedent:

(i) The Husky Share Exchange
Hutchison Whampoa will acquire 61,357,010 shares of Husky Energy Inc. from a company
indirectly owned by the controlling shareholder of Cheung Kong and the consideration for the
acquisition will be satisfied by 84,427,246 new shares to be issued by CKH Holdings.
(ii)  The Hutchison Proposal
CKH Holdings will make a conditional share exchange offer to shareholders of Hutchison
Whampoa (other than those that are subsidiaries of Cheung Kong). On completion of the Hutchison
Proposal, Hutchison Whampoa will become a wholly-owned subsidiary of CKH Holdings.
(c) The Spin-off Proposal
Immediately following completion of the Hutchison Proposal, the property businesses of the Cheung
Kong Group and Hutchison Whampoa will be transferred to Cheung Kong Property Holdings Limited (“CK
Property”). Thereafter, CK Property will issue shares to all qualifying shareholders of CKH Holdings at the
ratio of one share of CK Property for every one share of CKH Holdings then held.

On 25th February, 2015, the Scheme was approved by the shareholders of Cheung Kong at the court
meeting and general meeting.
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32. APPROVAL OF FINANCIAL STATEMENTS

The financial statements reported in Hong Kong dollars were approved by the board of directors on 26th
February, 2015.

Principal Subsidiaries
Appendix I

The Cheung Kong Directors are of the opinion that a complete list of the particulars of
all the subsidiaries will be of excessive length and therefore the following list contains only
the particulars of the subsidiaries which principally affect the results or assets of the Cheung
Kong Group. All the companies listed below were incorporated in Hong Kong except
otherwise stated.

Effective percentage

Issued Ordinary held by Cheung Kong

Name Share Capital Directly Indirectly Principal Activities
Accipiter Holdings Limited US$ 124,398,379 100  Aircraft leasing
(Ireland)
Alcon Investments Limited HKS$ 1 100 Property
development
Bermington Investment Limited HKS$ 2 100 Hotel & serviced
suite operation
Biro Investment Limited HKS$ 10,000 100  Property
development
Bopson Limited (British Virgin USS$ 2 100  Finance
Islands)
Bradford Investments Limited HKS$ 1 80 Property
development
Bristow Investments Limited HKS$ 1 100  Property
development
Carlford Investments Limited HKS$ 1 100  Property
development
Cheer Good Limited HK$ 1 100  Property
development
Cheung Kong Bond Finance US$ 1 100 Finance
Limited (Cayman Islands)
Cheung Kong Bond Securities US$ 1 100 Finance
Limited (British Virgin Islands)
Cheung Kong Bond Securities (02)  US$ 1 100  Finance
Limited (British Virgin Islands)
Cheung Kong Bond Securities (03)  US$ 1 100 Finance
Limited (British Virgin Islands)
Cheung Kong Finance Company HKS$ 2,500,000 100 Finance
Limited
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Effective percentage

Issued Ordinary held by Cheung Kong

Name Share Capital Directly Indirectly Principal Activities
Cheung Kong Finance (MTN) USS$ 1,000 100  Finance
Limited (Cayman Islands)
Cheung Kong Holdings (China) HKS$ 2 100 Investment holding
Limited in the Mainland
projects
Cheung Kong Investment Company  HK$ 20 100 Investment holding
Limited
Cheung Kong Property HKS$ 2 100 Project management
Development Limited
Citybase Property Management HKS$ 100,000 100 Property
Limited management
Crown Treasure Investments HKS$ 1 100  Property
Limited development
East City Investments Limited HKS$ 1 100  Property
development
Fantastic State Limited HKS$ 2 100 Property
development
Flying Snow Limited HKS$ 2 100 Property investment
Focus Eagle Investments Limited US$ 1 100 Investment holding
(British Virgin Islands)
Garbo Field Limited HKS$ 2 100  Property
development
Glass Bead Limited (British Virgin ~ US$ 1 100 Property investment
Islands)
Global Coin Limited HKS$ 2 100 Property investment
Goodwell Property Management HKS$ 100,000 100  Property
Limited management
Grandwood Investments Limited HKS$ 1 100  Property
development
Great Art Investment Limited HKS$ 1 100 Property
development
Harbour Grand Hong Kong Limited HK$ 2 100 Hotel & serviced
suite operation
Harbour Plaza 8 Degrees Limited HKS$ 2 100 Hotel & serviced
suite operation
Harbour Plaza Resort City Limited US$ 10,000 98.47 Hotel & serviced
(British Virgin Islands) suite operation
iMarkets Limited HKS$ 30,000,000 54.83 Provider of
electronic trading
platform
Joynote Ltd (Singapore) SGD 2 100  Finance
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Effective percentage

Issued Ordinary held by Cheung Kong

Name Share Capital Directly Indirectly Principal Activities
Jubilee Year Investments Limited HKS$ 1 100  Property
development
King Century Investments Limited ~ HKS$ 1 100  Property
development
Kingsmark Investments Limited HK$ 1 100  Property
development &
investment
Luxury Green Development Pte. SGD 1,000,000 100 Property
Ltd. (Singapore) development
Megawin International Limited US$ 2 100  Property
(British Virgin Islands) development
Mutual Luck Investment Limited HK$ 30,000 60 Property
development
New Harbour Investments Limited ~ HK$ | 100  Property
development
Ocean Century Investments Limited HK$ 1 100  Property
development
Oxford Investments Limited HK$ 2 100  Property
development
Pako Wise Limited HKS$ 2 100 Property investment
Pearl Wisdom Limited HKS$ 2 100 Hotel & serviced
suite operation
Pofield Investments Limited (British US$ | 100 Property investment
Virgin Islands)
Queensway Investments Limited HK$ 1 85 Property
development
Rainbow Elite Investments Limited ~ HKS$ 1 100  Property
development
Randash Investment Limited HKS$ 110 60.9 Hotel & serviced
suite operation
Regent Land Investments Limited HK$ 1 100  Property
development
Rich Asia Investments Limited HKS$ 1,000,000 85 Property
development
Romefield Limited (British Virgin USS$ 1 100 Investment holding
Islands)
Ruby Star Enterprises Limited HKS$ 1 100 Property
development
Sai Ling Realty Limited HKS$ 10,000 100 Property
development
Sino China Enterprises Limited HKS$ 2 100 Hotel & serviced

suite operation

— III-42 —



APPENDIX III FINANCIAL INFORMATION OF THE CKH
HOLDINGS GROUP AND THE OFFEROR

Effective percentage

Issued Ordinary held by Cheung Kong

Name Share Capital Directly Indirectly Principal Activities
Stanley Investments Limited HKS$ 1 100  Property
development
Swiss Investments Limited HKS$ 1 100  Property
development
The Center (Holdings) Limited US$ 1 100  Property investment
(British Virgin Islands)
Tony Investments Limited HKS$ 1 100 Property
development
Total Win Group Limited (British US$ 1 100 Investment holding
Virgin Islands)
Towerich Limited HKS$ 2 51 Hotel & serviced
suite operation
Volly Best Investment Limited HKS$ 1 90 Property
development
Wealth Pine Investment Limited HKS$ 1 85 Property
development
Wide Global Investment Limited HKS$ 2 100 Property
development
Winchesto Finance Company HKS$ 15,000,000 100 Finance
Limited
Yick Ho Limited HK$ 6,000,000 100 Investment in hotel
projects

The principal area of operation of the above companies was Hong Kong except the
following:

Name Area of Operation
Accipiter Holdings Limited Ireland

Cheung Kong Bond Securities Limited Singapore

Cheung Kong Holdings (China) Limited The Mainland
Joynote Ltd Singapore

Luxury Green Development Pte. Ltd. Singapore
Megawin International Limited The Mainland
Yick Ho Limited The Mainland
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Principal Associates

Appendix IT

The Cheung Kong Directors are of the opinion that a complete list of the particulars of
all the associates will be of excessive length and therefore the following list contains only
the particulars of the associates which principally affect the results or assets of the Cheung

Kong Group.

Name

Effective
percentage of
Issued Ordinary
Share Capital held
by Cheung Kong

Indirectly Principal Activities

CK Life Sciences Int’l.,
(Holdings) Inc. — Incorporated
in Cayman Islands and listed
in Hong Kong

Hutchison Whampoa Limited —
Incorporated and listed in
Hong Kong

45.3 Research & development,

manufacturing,
commercialisation,
marketing & selling of
health &
agriculture-related
products, vineyards &
investments

499 Ports & related services,
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Principal Joint Ventures
Appendix III

The Cheung Kong Directors are of the opinion that a complete list of the particulars of
all the joint ventures will be of excessive length and therefore the following list contains
only the particulars of the joint ventures which principally affect the results or assets of the
Cheung Kong Group. All the joint ventures below were incorporated in Hong Kong except
otherwise stated.

Effective percentage
of Ownership Interest
held by Cheung Kong

Name Directly Indirectly Principal Activities
1822604 Alberta Ltd. (Canada) 50 Off-airport parking
operation

Australian Gas Networks Limited 27.5 Gas distribution
(Australia)

AVR - Afvalverwerking B.V. (The 35 Producing energy from
Netherlands) waste

Bayswater Developments Limited 50 Property development
(British Virgin Islands) & investment

Beright Investments Limited 50 Property development
(British Virgin Islands)

Billion Rise Limited (British 50 Property development
Virgin Islands)

CEF Holdings Limited 50 Investment holding

Chesgold Limited 50 Property investment

Cheung Wo Enterprises Limited 50 Property investment
(British Virgin Islands)

Choicewide Group Limited (British 50 Investment in property
Virgin Islands) project

Dragon Beauty International 50 Property development
Limited

Elegant Wealth Investment Limited 49 Property development

Forton Investment Limited 50 Property development

Gislingham Limited (British Virgin 50 Property development
Islands)

Glory Sense Limited 50 Property development
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Effective percentage
of Ownership Interest
held by Cheung Kong

Name Directly Indirectly Principal Activities

Golden Castle Management 50 Property development
Limited (British Virgin Islands)

Harbour Plaza Hotel Management 50 Hotel management
(International) Limited (British
Virgin Islands)

Harbour Plaza Metropolis Limited 50 Hotel & serviced suite
(British Virgin Islands) operation

Hildon Development Limited 50 Property development

Hong Kong Concord Holdings 40 Investment holding
Limited

Hong Kong Shanghai Development 25 Property development
Co Ltd (Samoa) & investment

Hui Xian Holdings Limited 33.4 Investment holding

Hutchison Whampoa Properties 50 Property development
(Chengdu) Limited (The
Mainland)

Konorus Investment Limited 42.5 Property investment

Kovan Treasure Pte. Ltd. 50 Property development
(Singapore)

Mapleleaf Developments Limited 25 Property development
(British Virgin Islands)

Metro Broadcast Corporation 50 Radio broadcasting
Limited

Mighty General Limited 50 Property development

Montoya (HK) Limited 50 Property development

New China Sheen Limited 50 Property development

New China Target Limited 50 Property development

Northumbrian Water Group 40 Water supply, sewerage
Limited (The United Kingdom) and waste water

businesses

Shanklin Developments Limited 50 Property development
(British Virgin Islands)

Sky Island Limited (British Virgin 50 Property development

Islands)
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Name

Effective percentage
of Ownership Interest
held by Cheung Kong

Directly

Indirectly Principal Activities

Smart Rainbow Limited (British
Virgin Islands)

Swayfield Limited (British Virgin
Islands)

True Ample Developments Limited
(British Virgin Islands)

Wales & West Gas Networks
(Holdings) Limited (The United
Kingdom)

Willpower Developments Limited
(British Virgin Islands)

Zealand Limited (British Virgin
Islands)

50 Hotel & serviced suite
operation
30 Property investment

50 Property development

30 Gas distribution

50 Property development

50 Property development

The principal area of operation of the above joint ventures was Hong Kong except the

following:

Name

Area of Operation

1822604 Alberta Ltd.

Australian Gas Networks Limited
AVR - Afvalverwerking B.V.
Bayswater Developments Limited
Beright Investments Limited
Billion Rise Limited

Chesgold Limited

Cheung Wo Enterprises Limited
Choicewide Group Limited
Elegant Wealth Investment Limited
Forton Investment Limited
Gislingham Limited

Glory Sense Limited

Golden Castle Management Limited

Hildon Development Limited
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Name Area of Operation
Hong Kong Concord Holdings Limited The Mainland

Hong Kong Shanghai Development Co Ltd The Mainland
Hutchison Whampoa Properties (Chengdu) Limited The Mainland
Kovan Treasure Pte. Ltd. Singapore

Mapleleaf Developments Limited The Mainland
Mighty General Limited The Mainland
Montoya (HK) Limited The Mainland

New China Sheen Limited The Mainland

New China Target Limited The Mainland
Northumbrian Water Group Limited The United Kingdom
Shanklin Developments Limited The Mainland

Sky Island Limited The Mainland

True Ample Developments Limited The Mainland

Wales & West Gas Networks (Holdings) Limited The United Kingdom
Willpower Developments Limited The Mainland
Zealand Limited The Mainland
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Extracts of Financial Statements of Hutchison Whampoa Limited

Appendix IV

Extracts of the 2014 published financial statements of Hutchison Whampoa Limited, a

listed associate, are set out below.

Consolidated Income Statement
For the year ended 31st December, 2014

2014 2013
$ Million $ Million
Revenue 272,161 256,234
Cost of inventories sold (110,596)  (102,496)
Staff costs (34,604) (33,151)
Telecommunications customer acquisition costs (24,165) (24,170)
Depreciation and amortisation (17,003) (15,850)
Other operating expenses (50,944) (51,265)
Change in fair value of investment properties 24,678 26
Profits on disposal of investments and others (4,532) 230
Share of profits less losses after tax of:
Associated companies before profits on disposal of investments
and others 9,166 10,433
Joint ventures 10,466 12,597
Associated companies’ profits on disposal of investments and
others 19,141 (504)
93,768 52,084
Interest expenses and other finance costs (8,050) (8,391)
Profit before tax 85,718 43,693
Current tax (4,307) (4,231)
Deferred tax 340 (569)
Profit after tax 81,751 38,893
Allocated as:
Profit attributable to non-controlling interests and holders of
perpetual capital securities (14,595) (7,781)
Profit attributable to ordinary shareholders of the Company 67,156 31,112
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Consolidated Statement of Comprehensive Income
For the year ended 31st December, 2014

Profit after tax

Other comprehensive income (losses)

Items that will not be reclassified to profit or loss:

Remeasurement of defined benefit obligations recognised directly
in reserves

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income (losses) of joint ventures

Tax relating to items that will not be reclassified to profit or loss

Items that have been reclassified or may be subsequently
reclassified to profit or loss:

Available-for-sale investments
Valuation gains recognised directly in reserves
Valuation losses (gains) previously in reserves recognised in

income statement

Gains (losses) on cash flow hedges arising from forward foreign
currency contracts and interest rate swap contracts recognised
directly in reserves

Losses on translating overseas subsidiaries’ net assets recognised
directly in reserves

Gains previously in exchange and other reserves related to
subsidiaries, associated companies and joint ventures disposed
during the year recognised in income statement

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income (losses) of joint ventures

Tax relating to items that have been reclassified or may be
subsequently reclassified to profit or loss

Other comprehensive income (losses) after tax

Total comprehensive income

Allocated as:
Attributable to non-controlling interests and holders of
perpetual capital securities

Attributable to ordinary shareholders of the Company
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2014 2013

$ Million $ Million
81,751 38,893
(324) 694
(55) 563

56 (115)

75 84
(248) 1,226
1,176 382
(480) 6
(5 346
(16,653) (1,774)
(3,636) (152)
(4,799) (3,800)
(5,261) 589
(53) (76)
(29,711) (4,479)
(29,959) (3,253)
51,792 35,640
(10,657) (7,878)
41,135 27,762
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Consolidated Statement of Financial Position
At 31st December, 2014

2014 2013
$ Million $ Million
ASSETS
Non-current assets
Fixed assets 173,234 177,324
Investment properties 66,211 42,454
Leasehold land 8,513 9,849
Telecommunications licences 81,602 86,576
Goodwill 39,132 38,028
Brand names and other rights 16,233 18,755
Associated companies 126,416 112,058
Interests in joint ventures 119,433 111,271
Deferred tax assets 19,203 18,548
Other non-current assets 7,139 7,934
Liquid funds and other listed investments 15,141 17,136
672,257 639,933
Current assets
Cash and cash equivalents 125,318 85,651
Trade and other receivables 66,576 69,083
Inventories 19,284 20,855
211,178 175,589
Current liabilities
Trade and other payables 87,139 86,812
Bank and other debts 42,281 18,159
Current tax liabilities 3,005 3,319
132,425 108,290
Net current assets 78,753 67,299
Total assets less current liabilities 751,010 707,232
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2014 2013
$ Million $ Million

Non-current liabilities

Bank and other debts 205,332 207,195
Interest bearing loans from non-controlling shareholders 8,000 5,445
Deferred tax liabilities 11,213 10,228
Pension obligations 3,083 3,095
Other non-current liabilities 4,320 5,037

231,948 231,000

Net assets 519,062 476,232

CAPITAL AND RESERVES

Share capital 29,425 29,425
Perpetual capital securities 39,638 40,244
Reserves 397,155 356,940

Total ordinary shareholders’ funds and perpetual capital

securities 466,218 426,609
Non-controlling interests 52,844 49,623
Total equity 519,062 476,232
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Extracts of Financial Statements of CK Life Sciences Int’l., (Holdings) Inc.
Appendix V

Extracts of the 2014 published financial statements of CK Life Sciences Int’l.,
(Holdings) Inc., a listed associate, are set out below.

Consolidated Income Statement
For the year ended 31st December, 2014

2014 2013
$°000 $°000
Turnover 4,954,043 4,970,927
Cost of sales (3,213,721) (3,229,113)

1,740,322 1,741,814

Other income, gains and losses 64,341 42,707
Staff costs (497,986)  (489,963)
Depreciation (22,782) (19,595)
Amortisation of intangible assets (44,271) (50,650)
Other expenses (864,850) (860,622)
Finance costs (109,566)  (103,953)
Share of results of associates and joint ventures 55,922 43,991
Profit before taxation 321,130 303,729
Taxation (48,378) (69,183)
Profit for the year 272,752 234,546

Attributable to:
Shareholders of the Company 263,558 229,008
Non-controlling interests of subsidiaries 9,194 5,538

272,752 234,546
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Consolidated Statement of Comprehensive Income
For the year ended 31st December, 2014

Profit for the year

Other comprehensive (expenses)/income
Items that will not be reclassified subsequently to profit or
loss:
Gain on revaluation of property, plant and equipment

Items that may be reclassified subsequently to profit or loss:

Exchange difference arising from translation of foreign
operations

Gain/(loss) on fair value changes of available-for-sale
investments

Reclassification adjustment upon impairment of
available-for-sale investments

Other comprehensive expenses for the year

Total comprehensive expenses for the year

Total comprehensive expenses attributable to:
Shareholders of the Company
Non-controlling interests of subsidiaries
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2014 2013
$°000 $°000
272,752 234,546
- 34,379

- 34,379
(414,346)  (647,386)
25,300 (45,871)

- 2,229
(389,046)  (691,028)
(389,046)  (656.,649)
(116,294)  (422,103)
(110,860)  (403,640)
(5.434)  (18,463)
(116,294)  (422,103)
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Consolidated Statement of Financial Position
As at 31st December, 2014

Non-current assets

Investment properties

Vines

Property, plant and equipment
Intangible assets

Interests in associates and joint ventures
Available-for-sale investments

Deferred taxation

Current assets

Investments at fair value through profit or loss
Derivative financial instruments

Tax recoverable

Inventories

Receivables and prepayments

Bank balances and deposits

Assets classified as held for sale

Current liabilities

Payables and accruals
Derivative financial instruments
Bank borrowings

Finance lease obligations

Other borrowings

Taxation

Liabilities associated with assets classified as held for sale

Net current assets
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2014 2013
$°000 $°000
1,141,481 926,897
549,113 539,502
1,136,213 1,177,459
3,785,560 4,002,647
336,159 365,531
314,815 289,515
33,767 31,447
7,297,108 7,332,998
54,540 43,924
5,207 6,182
4,916 15,705
971,149 952,912
985,230 1,036,987
979,200 767,661
3,000,242 2,823,371
- 63,409
3,000,242 2,886,780
(946,291) (1,089,290)
(4,479) (5,062)
(128,629)  (950,758)
(346) (758)

- (75,000)
(62,737)  (58,846)
(1,142,482) (2,179,714)
_ (36,027)
(1,142,482) (2,215,741)
1,857,760 671,039
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2014 2013

$°000 $°000
Total assets less current liabilities 9,154,868 8,004,037
Non-current liabilities
Bank borrowings (2,871,858) (1,479,931)
Finance lease obligations (847) (243)
Other borrowings (1,356,000) (1,281,000)
Deferred taxation (51,194) (42,568)

(4,279,899) (2,803,742)

Total net assets 4,874,969 5,200,295

Capital and reserves

Share capital 961,107 961,107
Share premium and reserves 3,701,541 4,015,830
Equity attributable to shareholders of the Company 4,662,648 4,976,937
Non-controlling interests of subsidiaries 212,321 223,358
Total equity 4,874,969 5,200,295
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3. OPERATIONS REVIEW OF THE CKH HOLDINGS GROUP

Further details of the CKH Holdings Group’s operating performance for the year ended 31
December 2014 are available in the annual results announcement of Cheung Kong for 2014
which was released on 26 February 2015. CKH Holdings will also release an annual report
containing more detailed information regarding the operating performance of the Cheung Kong
Group for the year ended 31 December 2014. These documents are, or will be, available at
www.ckh.com.hk and on the Stock Exchange’s website at www.hkexnews.hk.

4. INDEBTEDNESS STATEMENT

As at 31 January 2015, being the latest practicable date prior to the printing of this
document for ascertaining information for inclusion in this indebtedness statement, the
Cheung Kong Group had outstanding borrowings of approximately HK$37,565 million
which comprised unsecured bank loans and other borrowings.

As at 31 January 2015, the Cheung Kong Group had contingent liabilities of
approximately HK$3,517 million. The contingent liabilities comprised guarantees provided
for the minimum share of revenue to be received by the partner of a joint development
project of approximately HK$588 million, and guarantees provided for bank loans utilised
by joint ventures and investee companies of approximately HK$2,929 million.

Save as set out above and apart from intra-group liabilities, the Cheung Kong Group
did not have any outstanding mortgages, charges, debentures or other loan capital or bank
overdrafts, loans, debt securities or other similar indebtedness or acceptance credits or hire
purchase commitments or any guarantees or other material contingent liabilities as at 31
January 2015.

The CKH Holdings Directors have confirmed that there had been no material changes
in the indebtedness position of the CKH Holdings Group since 31 January 2015 and up to
the Latest Practicable Date.

5.  MATERIAL CHANGES

On 9 January 2015, the boards of directors of Cheung Kong and the Company jointly
announced the Cheung Kong Reorganisation, the Merger Proposal (comprising the Husky
Share Exchange Proposal and the Hutchison Proposal) and the Spin-off Proposal. On 9
January 2015, Cheung Kong formally presented to the Board the Hutchison Proposal
whereby the CKH Holdings Group would make a conditional share exchange offer to the
Scheme Shareholders for the cancellation of all the Scheme Shares by way of a scheme of
arrangement. Subject to the fulfilment (or, where relevant, waiver) of the conditions
precedent to the Hutchison Proposal, the Hutchison Proposal will be completed immediately
after the Husky Share Exchange Completion.

The Cheung Kong Reorganisation whereby the holding company of the Cheung Kong

Group was changed from Cheung Kong to CKH Holdings by way of the Cheung Kong
Scheme was completed on 18 March 2015. Upon the Cheung Kong Scheme becoming
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effective, (a) all the Cheung Kong Shares then in issue were cancelled and extinguished and
the Cheung Kong Shareholders received one CKH Holdings Share for every one Cheung
Kong Share held by them at the relevant record time and (b) Cheung Kong and its
subsidiaries became subsidiaries of CKH Holdings. The CKH Holdings Shares were listed
by introduction on the Main Board. Upon completion of the Cheung Kong Reorganisation,
CKH Holdings controlled and operated the same assets and businesses as Cheung Kong.

Please refer to the Explanatory Statement in this document for further details.

In January 2015, a 50/50 joint venture of Cheung Kong and Cheung Kong
Infrastructure Holdings Limited, a subsidiary of the Company, entered into an agreement to
acquire Eversholt Rail, one of the three major rolling stock operating companies in the
United Kingdom. The enterprise value of the transaction is approximately HK$29.3 billion
(approximately GBP2.5 billion). Eversholt Rail leases a diverse range of rolling stock,
including regional, commuter and high speed passenger trains, as well as freight locomotives
and wagons, on long-term contracts. Completion is expected to take place around April
2015. If completed, Eversholt Rail will become a member of the Resulting CKH Holdings
Group and is expected to deliver recurring cash flows and earnings.

In March 2015, the Group entered into a share purchase agreement with Telefonica
S.A. to purchase O, UK. Please refer to “Appendix V — Financial Information of the Group
— Material Changes” for further details.

Save as disclosed above, the CKH Holdings Directors confirm that there had been no
material changes in the financial or trading position or outlook of the Cheung Kong Group
(and, following completion of the Cheung Kong Reorganisation on 18 March 2015, the CKH
Holdings Group) since 31 December 2014, the date to which the latest published audited
consolidated financial statements of the Cheung Kong Group were made up, up to and
including the Latest Practicable Date.

6. DIVIDENDS

Excluding the special dividend of HK$7.00 per Cheung Kong Share declared and paid
in respect of the year ended 31 December 2014, the dividends declared and paid or payable
by Cheung Kong for the three years ended 31 December 2012, 2013 and 2014 were
HK$7,319 million, HK$8,060 million and HK$8,463 million (including the second interim
dividend of HKS$6,985 million (representing a dividend per Cheung Kong Share of
HK$3.016) declared on 26 February 2015 in respect of the year ended 31 December 2014
and to be paid on 15 April 2015), respectively, representing a dividend per Cheung Kong
Share of HK$3.16, HK$3.48 and HK$3.654, respectively.
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7. RESULTS OF THE OFFEROR FROM ITS INCORPORATION TO 31
DECEMBER 2014

Formation of the Offeror

The Offeror, being CK Global Investments Limited, is a company incorporated in
the British Virgin Islands with limited liability on 30 December 2014. CKH Holdings
became the first and sole shareholder of the Offeror on 2 January 2015 and the Offeror
is currently a wholly-owned subsidiary of CKH Holdings.

Results of the Offeror

As the Offeror had no assets, liabilities or operations, no financial statements
were prepared with respect to the Offeror during the period from 30 December 2014
(date of incorporation) to 31 December 2014.

For this reason and pursuant to the requirements of the Takeovers Code, financial

information of its ultimate parent company, CKH Holdings, for the last three financial
years is set out above.
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1. RESPONSIBILITY STATEMENT

The issue of this document has been approved by the Directors, who jointly and
severally accept full responsibility for the accuracy of the information contained in this
document ((i) other than information relating to the CKH Holdings Group and (ii) in so far
as information relates to the CK Property Group, other than information relating to the
Cheung Kong Property Group), and confirm, having made all reasonable enquiries, that to
the best of their knowledge, opinions expressed in this document (other than those expressed
by CKH Holdings, the Offeror or their respective directors in their capacity as such
directors) have been arrived at after due and careful consideration and there are no other
facts ((i) other than information relating to the CKH Holdings Group and (ii) in so far as
information relates to the CK Property Group, other than information relating to the Cheung
Kong Property Group) not contained in this document, the omission of which would make
any statement in this document misleading.

2. SHARE CAPITAL

(a) As at the Latest Practicable Date, the share capital of the Company was as

follows:
Number of Shares in issue: 4,263,370,780
Amount of issued and paid up capital: HK$29,424,795,590

(b) All the Shares presently in issue are fully paid or credited as fully paid and rank
pari passu in all respects with each other, including as to rights to capital,
dividends and voting rights.

(c) No Shares were issued by the Company since 31 December 2014, being the end
of the last financial year of the Company, up to and including the Latest

Practicable Date.

(d) As at the Latest Practicable Date, the Company did not have any outstanding
options, warrants or conversion rights affecting the Shares.
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3. MARKET PRICES OF THE SHARES

The table below shows the closing prices of the Shares on the Stock Exchange on
(1) the Latest Practicable Date, (ii) the Last Trading Day and (iii) at the end of each calendar
month during the Relevant Period:

Closing

Price of

Date each Share
(HKS$)

31 July 2014 106.00
29 August 2014 100.80
30 September 2014 94.00
31 October 2014 98.30
28 November 2014 97.20
31 December 2014 89.25
9 January 2015 (Last Trading Day) 87.40
30 January 2015 102.90
27 February 2015 106.20
27 March 2015 (Latest Practicable Date) 107.30

During the Relevant Period, the highest closing price of the Shares on the Stock
Exchange was HK$107.50 each on 11 March 2015 and the lowest closing price of the
Shares on the Stock Exchange was HK$86.05 each on 17 December 2014.

4. DISCLOSURE OF INTERESTS IN SHARES
(a) As at the Latest Practicable Date, the following Directors had the following

interests in the Shares. For the purpose of this paragraph, “interested” and
“interests” have the same meanings given to those terms in Part XV of the SFO:

Number of Shares

Approximate

Personal Family Corporate Other % of
Name of Director Capacity Interest Interest Interest Interest Total  shareholding
Chow Woo Mo Fong, Beneficial owner 190,000 - - - 190,000 0.0045%
Susan
Lai Kai Ming, Dominic ~ Beneficial owner 50,000 - - - 50,000 0.0012%
Michael David Founder, a beneficiary - - - 15,984,095 15,984,095 0.3749%
Kadoorie and/or a discretionary
object of discretionary
trust(s)
William Shurniak Beneficial owner 165,000 - - - 165,000 0.0039%
Note:

(1) Such Shares are ultimately held by discretionary trust(s) of which The Hon Sir Michael David
Kadoorie is either the founder, a beneficiary and/or a discretionary object.
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5.

(b)

(c)

In addition, as at the Latest Practicable Date, certain Directors, namely Mr. Li
Ka-shing, Mr. Li Tzar Kuoi, Victor, Mr. Fok Kin Ning, Canning, Mr. Frank John
Sixt, Mr. Kam Hing Lam, Mr. George Colin Magnus and Mr. Lee Yeh Kwong,
Charles, who are also CKH Holdings Directors, had or were deemed to have
interests in Shares. Such Directors’ interests in Shares are set out in “Effects of
the Merger Proposal on the Shareholding Structure of the Company and CKH
Holdings — Shareholding Structure of the Company” in the Explanatory Statement.

As at the Latest Practicable Date, the following pension funds of the Group had
the following interests in the Shares:

Number of Approximate %

Name of Pension Fund Shares  of shareholding
Hutchison Provident and Retirement Plan 404,196 0.0095%
Hutchison Provident Fund 387,100 0.0091%

As at the Latest Practicable Date:

()

(i1)

(iii)

(iv)

save as disclosed in paragraph 4(b) above, none of the subsidiaries of the
Company, any pension fund of the Group and any adviser to the Company as
specified in class (2) of the definition of ‘“associate” under the Takeovers
Code (but excluding exempt principal traders), owned or controlled any
Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares;

there were no arrangements of the kind referred to in Note 8 to Rule 22 of
the Takeovers Code between the Company or any person who is an associate
of the Company by virtue of classes (1), (2), (3) or (4) of the definition of
“associate” under the Takeovers Code, and any other person;

no fund managers (other than exempt fund managers) connected with the
Company who managed funds on a discretionary basis owned or controlled
any Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares; and

neither the Company nor any of the Directors had borrowed or lent any
Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares, save for any borrowed Shares which had been either
on-lent or sold.

DISCLOSURE OF INTERESTS IN THE OFFEROR SHARES

The Offeror is a wholly-owned subsidiary of CKH Holdings.
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6. DISCLOSURE OF INTERESTS IN CKH HOLDINGS SHARES

(a)

(b)

©

As at the Latest Practicable Date, the following Directors (other than those who
are also CKH Holdings Directors whose interests are set out in “Appendix I —
Information on the CKH Holdings Group and the Offeror”) were interested in
CKH Holdings Shares:

Number
of CKH Approximate
Name of Nature of Holdings % of
Director Capacity  Interest Shares Total shareholding
William Beneficial Personal
Shurniak owner interest 150,000 150,000 0.0065%

As at the Latest Practicable Date, the following pension funds of the Group had
the following interests in CKH Holdings Shares:

Number of CKH Approximate %

Name of Pension Fund Holdings Shares  of shareholding
Hutchison Provident and Retirement Plan 252,000 0.0109%
Hutchison Provident Fund 229,000 0.0099%

As at the Latest Practicable Date:

(i) save as disclosed in paragraph 6(a) above, none of the Company nor any of
the Directors had any interests in any CKH Holdings Shares or any
convertible securities, warrants, options or derivatives in respect of the CKH
Holdings Shares;

(i) save as disclosed in paragraph 6(b) above, none of the subsidiaries of the
Company, any pension fund of the Group and any adviser to the Company as
specified in class (2) of the definition of “associate” under the Takeovers
Code (but excluding exempt principal traders) owned or controlled any CKH
Holdings Shares or any convertible securities, warrants, options or
derivatives in respect of the CKH Holdings Shares;

(iii)) no fund managers (other than exempt fund managers) connected with the
Company who managed funds on a discretionary basis owned or controlled
any CKH Holdings Shares or any convertible securities, warrants, options or
derivatives in respect of the CKH Holdings Shares; and

(iv) neither the Company nor any of the Directors had borrowed or lent any CKH
Holdings Shares or any convertible securities, warrants, options or
derivatives in respect of any CKH Holdings Shares, save for any borrowed
CKH Holdings Shares which had been either on-lent or sold.

~IV-4 -



APPENDIX IV INFORMATION ON THE GROUP

7. DEALINGS IN THE SHARES

(a) Neither the Company nor any of the Directors had dealt for value in any Shares
or any other convertible securities, warrants, options or derivatives in respect of
the Shares during the Relevant Period.

(b) Details of the dealings in the Shares by the pension funds of the Group during the
Offer Period and ending on the Latest Practicable Date are set out below:

Name of Type of Number of Price per
Pension Fund Date Transaction Shares Share
Hutchison Provident 6 February Purchase 11,000 HK$104.30
and Retirement Plan 2015
6 February Purchase 42,000 HK$104.40
2015
6 February Purchase 62,000 HK$104.50
2015

(c) During the Offer Period and ending on the Latest Practicable Date:

(i) save as disclosed in paragraph 7(b) above, none of the subsidiaries of the
Company, any pension fund of the Group and any adviser to the Company as
specified in class (2) of the definition of “associate” under the Takeovers
Code (but excluding exempt principal traders) had dealt for value in the
Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares;

(i1) no person who had an arrangement of the kind referred to in Note 8 to Rule
22 of the Takeovers Code with the Company or with any person who is an
associate of the Company by virtue of classes (1), (2), (3) or (4) of the
definition of “associate” under the Takeovers Code had dealt for value in the
Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares; and

(iii)) no fund managers (other than exempt fund managers) connected with the
Company who managed funds on a discretionary basis had dealt for value in
any Shares or any convertible securities, warrants, options or derivatives in
respect of the Shares.

8. DEALINGS IN CHEUNG KONG SHARES AND CKH HOLDINGS SHARES
(a) Neither the Company nor any of the Directors had dealt for value in any Cheung
Kong Shares or CKH Holdings Shares (as the case may be) or any convertible

securities, warrants, options or derivatives in respect of the Cheung Kong Shares
or the CKH Holdings Shares (as the case may be) during the Relevant Period.
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(b) Details of the dealings in the Cheung Kong Shares by the pension funds of the
Group during the Offer Period and ending on the Latest Practicable Date are set

(c)

out below:

Number of Price per
Name of Type of Cheung  Cheung Kong
Pension Fund Date Transaction  Kong Shares Share
Hutchison Provident 6 February Purchase 3,000 HK$149.90

and Retirement Plan 2015
6 February Purchase 5,000 HK$150.00

2015
6 February Purchase 15,000 HK$150.10

2015
6 February Purchase 37,000 HK$150.20

2015
6 February Purchase 21,000 HK$150.30

2015

During the Offer Period and ending on the Latest Practicable Date:

()

(i1)

(iii)

save as disclosed in paragraph 8(b) above, none of the subsidiaries of the
Company, any pension fund of the Group and any adviser to the Company as
specified in class (2) of the definition of “associate” under the Takeovers
Code (but excluding exempt principal traders) had dealt for value in the
Cheung Kong Shares or the CKH Holdings Shares (as the case may be) or
any convertible securities, warrants, options or derivatives in respect of the
Cheung Kong Shares or the CKH Holdings Shares (as the case may be);

no person who had an arrangement of the kind referred to in Note 8 to Rule
22 of the Takeovers Code with the Company or with any person who is an
associate of the Company by virtue of classes (1), (2), (3) or (4) of the
definition of “associate” under the Takeovers Code had dealt for value in the
Cheung Kong Shares or the CKH Holdings Shares (as the case may be) or
any convertible securities, warrants, options or derivatives in respect of the
Cheung Kong Shares or the CKH Holdings Shares (as the case may be); and

no fund managers (other than exempt fund managers) connected with the
Company who managed funds on a discretionary basis had dealt for value in
the Cheung Kong Shares or the CKH Holdings Shares (as the case may be)
or any convertible securities, warrants, options or derivatives in respect of
the Cheung Kong Shares or the CKH Holdings Shares (as the case may be).

9. MATERIAL LITIGATION

As at the Latest Practicable Date, none of the members of the Group was engaged in
any litigation of material importance and there was no litigation or claim of material
importance known to the Directors to be pending or threatened by or against any member of
the Group.
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10. MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of the
business carried on or intended to be carried on by any member of the Group) have been
entered into by members of the Group after the date which was two years before the
commencement of the Offer Period, up to and including the Latest Practicable Date and
which may or may not be material:

(a) the Husky Share Exchange Agreement;
(b) the Purchaser Guarantee; and
(¢c) the Vendor Guarantee.

11. EXPERTS

The following are the qualifications of the experts which have given advice which is
contained in this document:

Name of Expert Qualification

Somerley Capital Limited Licensed under the SFO to carry on type 1
(dealing in securities) and type 6 (advising
on corporate finance) regulated activities

PricewaterhouseCoopers Certified Public Accountants
Deloitte Touche Tohmatsu Certified Public Accountants
DTZ Debenham Tie Leung Limited Independent property valuer
Gerald Eve LLP Independent property valuer
Smiths Gore Independent property valuer
CBRE, Inc. Independent property valuer

12. CONSENTS

Each of  Goldman Sachs (Asia) L.L.C, Somerley Capital Limited,
PricewaterhouseCoopers, Deloitte Touche Tohmatsu, DTZ Debenham Tie Leung Limited,
Gerald Eve LLP, Smiths Gore and CBRE, Inc. has given and has not withdrawn its written
consent to the issue of this document with the inclusion of its report and/or letter and/or
references to its name in the form and context in which they respectively appear.
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13. ARRANGEMENTS AFFECTING THE DIRECTORS

As at the Latest Practicable Date:

(a)

(b)

(c)

no benefit (save for statutory compensation required under appropriate laws) will
be given to any Director as compensation for loss of office or otherwise in
connection with the Scheme;

there were no agreements or arrangements between any Director and any other
person which is conditional on or dependent upon the outcome of the Scheme or
otherwise connected with the Scheme; and

save for the material contract disclosed in “Appendix Il — Information on the CKH
Holdings Group and the Offeror — Material Contract” which relates to the Husky
Share Exchange Agreement to which an indirect wholly-owned subsidiary of the
Company and a company indirectly wholly-owned by the Trust are parties, there
were no material contracts entered into by CKH Holdings or the Offeror in which
any Director had a material personal interest (for the relationship between Mr. Li
Ka-shing and Mr. Li Tzar Kuoi, Victor, both being Directors, on the one hand and
the Trust on the other hand, and for the number of CKH Holdings Shares to be
issued to the Husky Sale Shares Vendor (or as it may direct) in relation to the
Husky Share Exchange, please refer to note (2) to “Effects of the Merger Proposal
on the Shareholding Structure of the Company and CKH Holdings — Shareholding
Structure of the Company” and notes (1) and (9) to “Effects of the Merger
Proposal on the Shareholding Structure of the Company and CKH Holdings —
Shareholding Structure of CKH Holdings” in the Explanatory Statement).

14. SERVICE CONTRACTS

As at the Latest Practicable Date, save for the service contract entered into by the
Company with Mr. Cheng Hoi Chuen, Vincent in relation to his appointment as an
independent non-executive Director on 10 July 2014, there were no service contracts which
had been entered into by any of the Directors with the Company or any of its subsidiaries or
associated companies (a) which (including both continuous or fixed term contracts) had been
entered into or amended within six months before the commencement of the Offer Period,
(b) which were continuous contracts with a notice period of 12 months or more or (c) which
were fixed term contracts with more than 12 months to run irrespective of the notice period.

-IV-8 -
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1. THREE YEAR FINANCIAL SUMMARY

The Company’s consolidated financial statements are prepared and presented in
accordance with HKFRS.

The Company’s consolidated financial statements for each of the years ended 31
December 2012, 2013 and 2014 have been audited by PricewaterhouseCoopers, Certified
Public Accountants, as stated in their unqualified audit reports dated 26 March 2013, 28
February 2014 and 26 February 2015, respectively.

During each of the years ended 31 December 2012, 2013 and 2014, the Group adopted
all of the new and revised standards, amendments and interpretations issued by HKICPA that
are relevant to the Group’s operations and mandatory for annual accounting periods
beginning 1 January 2012, 2013 and 2014, respectively. The effect of the adoption of these
new and revised standards, amendments and interpretations was not material to the Group’s
results of operations or financial position except for the adoption in 2013 of HKAS 19 and
HKFRS 11. The adoption of HKAS 19 and HKFRS 11 in 2013 resulted in changes in
accounting for defined benefit plans and a change in the classification of certain
equity-accounted for investments respectively. In accordance with HKFRS, these changes
were applied retrospectively and the 2012 and prior period financial information was
restated accordingly. The effect of the adoption of HKAS 19 and HKFRS 11 and a copy of
the Company’s restated consolidated income statement, restated consolidated statement of
comprehensive income, restated consolidated statement of changes in equity and restated
consolidated statement of cash flows for the year ended 31 December 2012, the Company’s
restated consolidated statement of financial position as at 31 December 2012 and the notes
to the financial statements are included in the Company’s audited consolidated financial
statements for the year ended 31 December 2013.

The following summary financial information (i) for each of the years ended 31
December 2012 and 2013 is extracted from the audited consolidated financial statements of
the Company for the year ended 31 December 2013 as set forth in the annual report of the
Company for the year ended 31 December 2013 and (ii) for the year ended 31 December
2014 is extracted from the audited consolidated financial statements of the Company for the
year ended 31 December 2014 as set forth in the annual results announcement of the
Company for the year ended 31 December 2014.
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Consolidated Income Statement

For the year ended 31 December
2012 2013 2014 2014
(restated) "

US$
HK$ millions millions
Revenue 243,089 256,234 272,161 34,892
Cost of inventories sold (98,113)  (102,496)  (110,596) (14,179)
Staff costs (31,416) (33,151) (34,604) (4,436)
Telecommunications customer
acquisition costs (25,514) (24,170) (24,165) (3,098)
Depreciation and amortisation (14,149) (15,850) (17,003) (2,180)
Other operating expenses (50,364) (51,265) (50,944) (6,532)
Change in fair value of investment
properties 790 26 24,678 3,164
Profits on disposal of investments and
others (2,052) 230 (4,532) (581)
Share of profits less losses after tax of:
Associated companies before profits
on disposal of investments and
others 10,558 10,433 9,166 1,175
Joint ventures 10,924 12,597 10,466 1,342
Associated companies’ profits on
disposal of investments and others - (504) 19,141 2,454
43,753 52,084 93,768 12,021
Interest expenses and other finance costs (9,243) (8,391) (8,050) (1,032)
Profit before tax 34,510 43,693 85,718 10,989
Current tax (3,079) (4,231) (4,307) (552)
Deferred tax 676 (569) 340 44
Profit after tax 32,107 38,893 81,751 10,481
Allocated as:
Profit attributable to non-controlling
interests and holders of perpetual
capital securities (6,210) (7,781) (14,595) (1,871)
Profit attributable to ordinary
shareholders of the Company 25,897 31,112 67,156 8,610
Earnings per share for profit attributable
to ordinary shareholders of the
Company HK$6.07 HK$7.30 HKS$15.75 US$2.02

Note:

(I)  The 2012 financial information was restated in 2013 as a result of the adoption in 2013 of HKAS 19 and
HKFRS 11 which were applied retrospectively by the Group.
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No item which was exceptional because of its size, nature or incidence was recorded in
the financial statements of the Group for the years ended 31 December 2012, 2013 and
2014.

2. AUDITED CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 DECEMBER 2014

The following financial information has been extracted from the audited consolidated
financial statements of the Group for the year ended 31 December 2014 as set forth in the
annual results announcement of the Company for the year ended 31 December 2014 which
was released on 26 February 2015.
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2014

2014 2014 2013
USS$ millions Note HKS$ millions  HK$ millions
34,892  Revenue 4,5 272,161 256,234
(14,179) Cost of inventories sold (110,596) (102,496)
(4,436)  Staff costs (34,604) (33,151)
(3,098) Telecommunications customer acquisition costs (24,165) (24,170)
(2,180) Depreciation and amortisation 5 (17,003) (15,850)
(6,532) Other operating expenses (50,944) (51,265)

3,164  Change in fair value of investment properties 24,678 26

(581)  Profits on disposal of investments and others 6 (4,532) 230

Share of profits less losses after tax of:
Associated companies before profits on disposal of

1,175 investments and others 19 9,166 10,433
1,342 Joint ventures 20 10,466 12,597
Associated companies’ profits on disposal of investments
2,454 and others 6 19,141 (504)
12,021 5 93,768 52,084
(1,032) Interest expenses and other finance costs 8 (8,050) (8,391)
10,989  Profit before tax 85,718 43,693
(552) Current tax 9 (4,307) (4,231)
44 Deferred tax 9 340 (569)
10,481  Profit after tax 81,751 38,893

Allocated as:

Profit attributable to non-controlling interests and
(1,871) holders of perpetual capital securities (14,595) (7,781)

Profit attributable to ordinary shareholders of the
8,610 Company 67,156 31,112

Earnings per share for profit attributable to ordinary
US$  2.02 shareholders of the Company 11 HK$ 1575 HKS$  7.30

Details of distributions paid to the holders of perpetual capital securities, special
dividend, first interim and final dividends paid, and second interim dividend payable to the
ordinary shareholders of the Company are set out in note 10.
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FINANCIAL INFORMATION OF THE GROUP

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2014

2014
US$ millions

10,481

(42)

@)

(32)

151

(62)

(M

(2,135)

(466)
(615)
(674)
(1
(3.809)

(3,841)

6,640

(1,366)

5,274

Profit after tax

Other comprehensive income (losses)

Items that will not be reclassified to profit or loss:

Remeasurement of defined benefit obligations recognised
directly in reserves

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income (losses) of joint
ventures

Tax relating to items that will not be reclassified to profit
or loss

Items that have been reclassified or may be subsequently
reclassified to profit or loss:

Available-for-sale investments
Valuation gains recognised directly in reserves

Valuation losses (gains) previously in reserves recognised
in income statement

Gains (losses) on cash flow hedges arising from forward
foreign currency contracts and interest rate swap
contracts recognised directly in reserves

Losses on translating overseas subsidiaries’ net assets
recognised directly in reserves

Gains previously in exchange and other reserves related to
subsidiaries, associated companies and joint ventures
disposed during the year recognised in income statement

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income (losses) of joint
ventures

Tax relating to items that have been reclassified or may be
subsequently reclassified to profit or loss

Other comprehensive income (losses) after tax

Total comprehensive income

Allocated as:

Attributable to non-controlling interests and holders
of perpetual capital securities

Attributable to ordinary shareholders of the Company
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Note

12

12

2014

2013

HKS$ millions

HKS$ millions

81,751 38,893
(324) 694
(55) 563
56 (115)

75 84
(248) 1,226
1,176 382
(480) 6
(5) 346
(16,633) (1,774)
(3,636) (152)
(4,799) (3,800)
(5,261) 589
(53) (76)
(29,711) (4,479)
(29,959) (3,253)
51,792 35,640
(10,657) (7.878)
41,135 27,762
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FINANCIAL INFORMATION OF THE GROUP

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
at 31 December 2014

2014
US$ millions

22,210
8,489
1,091

10,462
5,017
2,081

16,207

15,312
2,462

915
1,941

86,187

16,066
8,535
2,473

27,074

11,172
5,421
385

16,978
10,096

96,283

26,325
1,026
1,437

395
554

29,737

66,546

ASSETS

Non-current assets

Fixed assets

Investment properties
Leasehold land
Telecommunications licences
Goodwill

Brand names and other rights
Associated companies
Interests in joint ventures
Deferred tax assets

Other non-current assets
Liquid funds and other listed investments

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Current liabilities
Trade and other payables
Bank and other debts
Current tax liabilities

Net current assets

Total assets less current liabilities

Non-current liabilities

Bank and other debts

Interest bearing loans from non-controlling shareholders
Deferred tax liabilities

Pension obligations

Other non-current liabilities

Net assets

Note

13
14
15
16
17
18
19
20
21
22
23

24
25

26
28

28
29
21
30
31

2014

2013

HKS$ millions

HKS$ millions

173,234 177,324
66,211 42,454
8,513 9,849
81,602 86,576
39,132 38,028
16,233 18,755
126,416 112,058
119,433 111,271
19,203 18,548
7,139 7,934
15,141 17,136
672,257 639,933
125,318 85,651
66,576 69,083
19,284 20,855
211,178 175,589
87,139 86,812
42,281 18,159
3,005 3,319
132,425 108,290
78,753 67,299
751,010 707,232
205,332 207,195
8,000 5,445
11,213 10,228
3,083 3,095
4,320 5,037
231,948 231,000
519,062 476,232
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2014 2014 2013
US$ millions Note HKS$ millions  HK$ millions

CAPITAL AND RESERVES

3,772 Share capital* 32(a) 29,425 29,425
5,082  Perpetual capital securities 32(b) 39,638 40,244
50,917  Reserves 397,155 356,940

Total ordinary shareholders’ funds and perpetual capital

59,771 securities 466,218 426,609
6,775  Non-controlling interests 52,844 49,623
66,546  Total equity 519,062 476,232
* Share capital as at 31 December 2013 includes the balance on the share premium account and capital

redemption reserve created under the sections 48B and 49H of the predecessor Hong Kong Companies
Ordinance (Cap. 32) totalling HK$28,359 million, which under the Hong Kong Companies Ordinance (Cap.
622) effective on 3 March 2014 have been included in share capital. Also see note 32(a)(iii).

Fok Kin Ning, Canning Frank John Sixt
Director Director
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FINANCIAL INFORMATION OF THE GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2014

At 1 January 2014*
Profit for the year

Other comprehensive income (losses)
Available-for-sale investments

Valuation gains recognised
directly in reserves

Valuation gains previously in
reserves recognised in income
statement

Remeasurement of defined benefit
obligations recognised directly
in reserves

Losses on cash flow hedges arising
from forward foreign currency
contracts and interest rate swap
contracts recognised directly in
reserves

Losses on translating overseas
subsidiaries” net assets
recognised directly in reserves

Gains previously in exchange and
other reserves related to
subsidiaries, associated
companies and joint ventures
disposed during the year
recognised in income statement

Gains previously in other reserves
related to subsidiaries disposed
during the year transferred
directly to retained profit

Share of other comprehensive
income (losses) of associated
companies

Share of other comprehensive
income (losses) of joint ventures

Tax relating to components of
other comprehensive income
(losses)

Other comprehensive income (losses)

Total comprehensive income (losses)

Dividends paid relating to 2013

Dividends paid relating to 2014

Special dividends paid

Dividends paid to non-controlling
interests

Distributions paid on perpetual
capital securities

Attributable to
Total
ordinary
shareholders’
Ordinary shareholders Holders of ~funds and
perpetual perpetual Non-
Other Retained capital capital  controlling
reserves profit Sub-total securities securities interests  Total equity
HKS millions ~ HKS millions ~ HKS millions ~ HKS$ millions ~ HKS millions ~ HK$ millions ~ HKS millions
13,760 343,180 386,365 40,244 426,609 49,623 476,232
- 67,156 67,156 1,961 69,117 12,634 81,751
1,017 - 1,017 - 1,017 159 1,176
(381) - (381) - (381) (99) (480)
- (234) (234) - (234) (90) (324)
(17) - (17) - (17) 12 (5)
(15,626) - (15,626) - (15,626) (1,027) (16,653)
(1,848) - (1,848) - (1,848) (1,788) (3,636)
® § - - - - -
(4,584) (48) (4,632) - (4,632) (222) (4,854)
(4357) 38 (4319) - (4319) (886) (5,205)
42) 61 19 - 19 3 22
(25,346) (175) (26,021) - (26,021) (3,938) (29,959)
(25,346) 66,981 41,135 1,961 43,096 8,096 51,792
- (7,248) (7,48) - (7,48) - (7,248)
- (2,814) (2814) - (2814) - (2,814)
- (29,843) (29,843) - (29,843) - (29,843)
- - - - - (4,182) (4,182)
- - - (1,980) (1,980) - (1,980)
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Equity contribution from
non-controlling interests

Redemption of capital securities by a
subsidiary

Redemption of preferred shares by
non-controlling interests

Share option schemes of subsidiaries

Share option lapsed

Unclaimed dividends write back

Repurchase of perpetual capital
securities ©

Relating to purchase of
non-controlling interests

Relating to deemed dilution of
subsidiary companies ©

(d)

At 31 December 2014

Attributable to
Total
ordinary
shareholders’
Ordinary shareholders Holders of funds and
perpetual perpetual Non-
Share Other Retained capital capital  controlling
capital®  reserves profit Sub-total securities securities interests  Total equity
HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HK$ millions ~ HK$ millions
- - - - - - 43,805 43,805
- - - - - - (2,340 (2,340
. } } _ _ . (3714) (3714)
- 1 - 1 - | 2 3
- 0 1 - - - _ -
- - 5 5 - 5 - 5
- - (30) (30) (587) (617) - (617)
- (68) - (68) - (68) 31 (37)
- 39,077 - 39,077 - 39,077 (39,077) -
29425 26,923 370,232 426,580 39,638 466,218 52,844 519,062
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At | January 2013*
Profit for the year

Other comprehensive income (losses)
Available-for-sale investments

Valuation gains recognised
directly in reserves

Valuation losses previously in
reserves recognised in income
statement

Remeasurement of defined benefit
obligations recognised directly
in reserves

Gains on cash flow hedges arising
from forward foreign currency
contracts and interest rate swap
contracts recognised directly in
reserves

Losses on translating overseas
subsidiaries” net assets
recognised directly in reserves

Gains previously in exchange
reserve related to subsidiaries
and associated companies
disposed during the year
recognised in income statement

Share of other comprehensive
income (losses) of associated
companies

Share of other comprehensive
income (losses) of joint ventures

Tax relating to components of
other comprehensive income
(losses)

Other comprehensive income (losses)

Total comprehensive income (losses)

Attributable to

Total

ordinary

shareholders’

Ordinary shareholders Holders of funds and

perpetual perpetual Non-
Share Other Retained capital capital  controlling

capital®  reserves profit Sub-total securities securities interests  Total equity
HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HK$ millions ~ HK$ millions
29425 18,091 320,369 367,385 23,634 391,519 47,022 438,541
- - 31,112 31,112 1,774 32,886 6,007 38,893
- 309 - 309 - 309 73 382
- 6 - 6 - 6 - 6
- - 551 551 - 551 143 694
- 318 - 318 - 318 2 346
- (1,696) - (1,696) - (1,696) (78) (1,774)
- (146) - (146) - (146) ) (152)
- (3,692) an (3,220) - (3,220) (17 (3,237)
- 567 (84) 483 - 483 9 474
- (59) 104 45 - 45 (37) 8
- (4,393) 1,043 (3,350) - (3,350) 97 (3,253)
- (4,393) 32,155 27,762 1,774 29,536 6,104 35,640
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Attributable to
Total
ordinary
shareholders’
Ordinary shareholders Holders of funds and
perpetual perpetual Non-
Share Other Retained capital capital  controlling
capital®  reserves profit Sub-total securities securities interests  Total equity
HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HKS millions ~ HK$ millions ~ HK$ millions
Dividends paid relating to 2012 - - (6,523) (6,523) - (6,523) - (6,523)
Dividends paid relating to 2013 - - (2,558) (2,558) - (2,558) - (2,558)
Dividends paid to non-controlling
interests - - - - - - (3,532) (3,532)
Distributions paid on perpetual
capital securities - - - - (1,351) (1,351) - (1,351)
Equity contribution from
non-controlling interests - - - - - - 108 108
Share option schemes of subsidiaries - (11) - (11) - (11) 1 (10)
Share option lapsed - (1) 1 - - - - -
Unclaimed dividends write back - - 5 5 - 5 - 5
Issuance of }()erpetual capital
securities © - - - - 17,879 17,879 - 17,879
Transaction costs in relation to
issuance of perpetual capital
securities - - (158) (158) - (158) - (158)
Repurchase of perpetual capital
securities - - (110) (110) (1,692) (1,802) - (1,802)
Relating to acquisition of subsidiary
companies - - - - - - 2 2
Relating to purchase of
non-controlling interests - 21 - 21 - 21 (30) 9)
Relating to partial disposal of
subsidiary companies - 53 (1) 52 - 52 (52) -
At 31 December 2013 29,425 13,760 343,180 386,365 40,244 426,609 49,623 476,232

* Share capital as at 1 January 2013, 31 December 2013 and 1 January 2014 include the balance on the

(a)

(b)
©

(@

share premium account and capital redemption reserve created under the sections 48B and 49H of the
predecessor Hong Kong Companies Ordinance (Cap. 32) totalling HK$28,359 million, which under the
Hong Kong Companies Ordinance (Cap. 622) effective on 3 March 2014 have been included in share
capital. Also see note (a).

In accordance with the transitional provisions set out in section 37 of Schedule 11 to the Hong Kong
Companies Ordinance (Cap. 622), on 3 March 2014, the amounts standing to the credit of the share
premium account and capital redemption reserve created under the sections 48B and 49H of the predecessor
Hong Kong Companies Ordinance (Cap. 32) have become part of the Company’s share capital.

See note 33 for further details on other reserves.

During the year ended 31 December 2014, the Group had repurchased US$75 million (approximately
HK$587 million) (2013 — US$217 million, approximately HK$1,692 million) nominal amount of
subordinated guaranteed perpetual capital securities (the “perpetual capital securities”) that were originally
issued in October 2010 at an aggregate nominal amount of US$2,000 million (approximately HK$15,600
million).

In May 2013, a wholly owned subsidiary company of the Group issued perpetual capital securities with a
nominal amount of €1,750 million (approximately HK$17,879 million) for cash, which are classified as
equity under Hong Kong Financial Reporting Standards.

During the year ended 31 December 2014, the Group entered into a strategic alliance with Temasek
Holdings (Private) Limited (“Temasek”) with Temasek acquiring 24.95% equity interests in the Retail
division for approximately HK$44 billion, resulting in an increase of approximately HK$39 billion in the
Group’s ordinary shareholders’ funds.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 December 2014

2014
US$ millions

8,031
(949)
(564)

6,518
(374)

6,144

(2,730)
(5)
(29)
(1,086)
(127)
405

(1,692)

103
116

T4
574

(4,395)
238
(313)

(4,470)

1,674

Operating activities
Cash generated from operating activities before interest
expenses and other finance costs, tax paid and changes in

working capital

Interest expenses and other finance costs paid
Tax paid

Funds from operations
Changes in working capital

Net cash from operating activities

Investing activities

Purchase of fixed assets and investment properties
Additions to leasehold land

Additions to telecommunications licences

Additions to brand names and other rights

Purchase of subsidiary companies

Additions to other unlisted investments

Repayments from associated companies and joint ventures

Purchase of and advances to (including deposits from)
associated companies and joint ventures

Proceeds on disposal of fixed assets, leasehold land and
investment properties and other assets

Proceeds on disposal of subsidiary companies
Proceeds on partial disposal / disposal of associated

companies

Proceeds on disposal of joint ventures
Proceeds on disposal of other unlisted investments

Cash flows used in investing activities before additions to /
disposal of liquid funds and other listed investments

Disposal of liquid funds and other listed investments
Additions to liquid funds and other listed investments

Cash flows used in investing activities

Net cash inflow before financing activities

Note

34(a)

34(b)

16
18
34(c)

34(d)

2014

2013

HKS$ millions

HKS$ millions

62,640 60,898
(7,403) (7,695)
(4,401) (3,813)
50,836 49,390
(2,916) (4,338)
47,920 45,052
(21,289) (23,028)
- (532)
41) (6,828)
(229) (105)
(8,467) (17,651)
(994) (30)
3,160 8,897
(13,200) (14,184)
804 6,442
905 3,149
575 1,895
4477 111
20 17
(34,279) (41,847)
1,861 6,245
(2,445) (147)
(34,863) (35,749)
13,057 9,303
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2014
US$ millions

9,986
(5,751)

5,484
(300)
(12)

(79)
(547)
(254)

(5.116)

3,411

5,085
10,981

16,066

16,066
1,941

18,007
31,650
1,026

14,669
(1,026)

13,643

Financing activities
New borrowings
Repayment of borrowings

Issue of shares by subsidiary companies to non-controlling
shareholders and net loans from (to) non-controlling
shareholders

Redemption of capital securities by a subsidiary

Payments to acquire additional interests in subsidiary
companies

Proceeds on issue of perpetual capital securities, net of
transaction costs

Repurchase of perpetual capital securities
Dividends paid to non-controlling interests
Distributions paid on perpetual capital securities
Dividends paid to ordinary shareholders

Cash flows from (used in) financing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Analysis of cash, liquid funds and other listed
investments

Cash and cash equivalents, as above
Liquid funds and other listed investments

Total cash, liquid funds and other listed investments
Total principal amount of bank and other debts
Interest bearing loans from non-controlling shareholders

Net debt
Interest bearing loans from non-controlling shareholders

Net debt (excluding interest bearing loans from
non-controlling shareholders)
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Note

32(b)

24
23

28
29

2014

2013

HKS$ millions

HKS$ millions

77,895 28,323
(44,860) (61,822)
42,775 (69)
(2,340) -
93) )
- 17,721
(617) (1,802)
(4,265) (3,510)
(1,980) (1,351)
(39,905) (9,081)
26,610 (31,600)
39,667 (22,297)
85,651 107,948
125,318 85,651
125,318 85,651
15,141 17,136
140,459 102,787
246,867 223,822
8,000 5,445
114,408 126,480
(8,000) (5.,445)
106,408 121,035
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NOTES TO THE ACCOUNTS
1 BASIS OF PREPARATION

The accounts have been prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”). The accounts have been prepared
under the historical cost convention except for certain properties and financial instruments which are stated at fair
values, as explained in the significant accounting policies set out in note 2.

In the current year, the Group has adopted all of the new and revised standards, amendments and
interpretations issued by the HKICPA that are relevant to the Group’s operations and mandatory for annual periods
beginning 1 January 2014. The effect of the adoption of these new and revised standards, amendments and
interpretations was not material to the Group’s results of operations or financial position.

The accounts also comply with the applicable requirements of the Hong Kong Companies Ordinance, which
for this financial year and the comparative period continue to be those of the predecessor Hong Kong Companies
Ordinance (Cap. 32), in accordance with transitional and saving arrangements for Part 9 of the new Hong Kong
Companies Ordinance (Cap. 622), “Accounts and Audit”, which are set out in sections 76 to 87 of Schedule 11 to
that Ordinance.

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of consolidation

The consolidated accounts of the Group include the accounts of the Company and its direct and
indirect subsidiary companies and also incorporate the Group’s interest in associated companies and joint
ventures on the basis set out in notes 2(c) and 2(d) below. Results of subsidiary and associated companies
and joint ventures acquired or disposed of during the year are included as from their effective dates of
acquisition to 31 December 2014 or up to the dates of disposal as the case may be. The acquisition of
subsidiaries is accounted for using the acquisition method.

(b)  Subsidiary companies

A subsidiary is an entity over which the Company has control. The Company controls an entity when
the Company is exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. In the consolidated accounts, subsidiary
companies are accounted for as described in note 2(a) above. In the unconsolidated accounts of the holding
company, investments in subsidiary companies are carried at cost less provision for impairment in value.

(c) Associated companies

An associate is an entity, other than a subsidiary or a joint venture, in which the Group has a
long-term equity interest and over which the Group is in a position to exercise significant influence over its
management, including participation in the financial and operating policy decisions.

The results and net assets of associates are incorporated in these accounts using the equity method of
accounting, except when the investment is classified as held for sale, in which case it is accounted for
under HKFRS 5, Non-current assets held for sale and discontinued operations. The total carrying amount of
such investments is reduced to recognise any identified impairment loss in the value of individual
investments.

(d) Joint arrangements

A joint arrangement is an arrangement of which two or more parties have joint control and over
which none of the participating parties has unilateral control.
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Investments in joint arrangements are classified either as joint operations or joint ventures, depending
on the contractual rights and obligations each investor has. Joint operations arise where the investors have
rights to the assets and obligations for the liabilities of an arrangement. A joint operator accounts for its
share of the assets, liabilities, revenue and expenses. Joint ventures arise where the investors have rights to
the net assets of the arrangement. Joint ventures are accounted for under the equity method.

The results and net assets of joint ventures are incorporated in these accounts using the equity
method of accounting, except when the investment is classified as held for sale, in which case it is
accounted for under HKFRS 5, Non-current assets held for sale and discontinued operations. The total
carrying amount of such investments is reduced to recognise any identified impairment loss in the value of
individual investments.

(e) Fixed assets

Fixed assets are stated at cost less depreciation and any impairment loss. Buildings are depreciated
on the basis of an expected life of 50 years, or the remainder thereof, or over the remaining period of the
lease of the underlying leasehold land, whichever is less. The period of the lease includes the period for
which a right of renewal is attached.

Depreciation of other fixed assets is provided at rates calculated to write off their costs over their
estimated useful lives on a straight-line basis at the following annual rates:

Motor vehicles 20-25%

Plant, machinery and equipment 3 1/3-20%

Container terminal equipment 3-20%

Telecommunications equipment 2.5-10%

Leasehold improvements Over the unexpired period of the lease or 15%,

whichever is greater

The gain or loss on disposal or retirement of a fixed asset is the difference between the net sales
proceeds and the carrying amount of the relevant asset, and is recognised in the income statement.

®) Investment properties

Investment properties are interests in land and buildings that are held to earn rentals or for capital
appreciation or both. Such properties are carried in the statement of financial position at their fair value as
determined by professional valuation. Changes in fair values of investment properties are recorded in the
income statement.

(g) Leasehold land

The acquisition costs and upfront payments made for leasehold land are presented on the face of the
statement of financial position as leasehold land and expensed in the income statement on a straight-line
basis over the period of the lease.

(h) Telecommunications licences

Telecommunications licences are comprised of the upfront payments and non-cash consideration made
for acquiring telecommunications spectrum licences plus the capitalised present value of fixed periodic
payments to be made in subsequent years, together with the interest accrued prior to the date of first
commercial usage of the spectrum.

Telecommunications licences that are considered to have an indefinite useful life to the Group are not
amortised and are tested for impairment annually and when there is indication that they may be impaired.
Telecommunications licences with finite useful lives are amortised on a straight-line basis from the date of
first commercial usage of the related spectrum over the remaining expected contracted or expected licence
periods ranging from approximately 9 to 20 years and are stated net of accumulated amortisation.
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(i) Telecommunications customer acquisition costs

Telecommunications customer acquisition costs (“CACs”) comprise the net costs to acquire and retain
mobile telecommunications customers, which are primarily 3G and LTE customers. All telecommunications
CACs are expensed and recognised in the income statement in the period in which they are incurred.

1)) Goodwill

Goodwill is initially measured at cost, being excess of the aggregate of the consideration transferred,
the amount recognised for non-controlling interests and any fair value of the Group’s previously held equity
interests in the acquiree over the fair value of the net identifiable assets acquired and liabilities assumed.
Goodwill on acquisition of a foreign operation is treated as an asset of the foreign operation.

Goodwill is subject to impairment test annually and when there are indications that the carrying value
may not be recoverable.

If the cost of acquisition is less than the fair value of the Group’s share of the net identifiable assets
of the acquired company, the difference is recognised directly in the income statement.

The profit or loss on disposal is calculated by reference to the net assets at the date of disposal
including the attributable amount of goodwill but does not include any attributable goodwill previously
eliminated against reserves.

(k) Brand names and other rights

The payments and non-cash consideration made for acquiring brand names and other rights are
capitalised. Brand names and other rights with indefinite lives are not amortised. Brand names and other
rights with finite lives are amortised on a straight-line basis from the date of their first commercial usage
over their estimated useful lives ranging from approximately 3 to 40 years. Brand names and other rights
are stated net of accumulated amortisation, if any.

)] Deferred tax

Deferred tax is recognised, using the liabilities method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the accounts. Deferred tax assets are
recognised to the extent that it is probable that future taxable profit will be available against which the
deductible temporary differences and the carry forward of unused tax losses and tax credits can be utilised.

(m) Liquid funds and other listed investments and other unlisted investments

“Liquid funds and other listed investments” are investments in listed / traded debt securities, listed
equity securities, long-term deposits and cash and cash equivalents. “Other unlisted investments”, disclosed
under other non-current assets, are investments in unlisted debt securities, unlisted equity securities and
other receivables. These investments are recognised and de-recognised on the date the Group commits to
purchase or sell the investments or when they expire. These investments are classified and accounted for as
follows:

Loans and receivables

“Loans and receivables” are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At the end of the reporting period subsequent to
initial recognition, loans and receivables are carried at amortised cost using the effective interest
method less impairment. Interest calculated using the effective interest method is recognised in the
income statement.
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Held-to-maturity investments

“Held-to-maturity investments” are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Group has the positive intention and ability to hold to
maturity. At the end of the reporting period subsequent to initial recognition, held-to-maturity
investments are carried at amortised cost using the effective interest method less impairment. Interest
calculated using the effective interest method is recognised in the income statement.

Financial assets at fair value through profit or loss

“Financial assets at fair value through profit or loss” are financial assets where changes in fair
value are recognised in the income statement in the period in which they arise. At the end of the
reporting period subsequent to initial recognition, these financial assets are carried at fair value. In
addition, any dividends or interests earned on these financial assets are recognised in the income
statement.

Available-for-sale investments

“Available-for-sale investments” are non-derivative financial assets that are not classified as
loans and receivables, held-to-maturity investments or financial assets at fair value through profit or
loss. At the end of the reporting period subsequent to initial recognition, these financial assets are
carried at fair value and changes in fair value are recognised in other comprehensive income and
accumulated under the heading of revaluation reserve except for impairment losses which are charged
to the income statement. Where these investments are interest bearing, interest calculated using the
effective interest method is recognised in the income statement. Dividends from available-for-sale
investments are recognised when the right to receive payment is established. When available-for-sale
investments are sold, the cumulative fair value gains or losses previously recognised in revaluation
reserve is removed from revaluation reserve and recognised in the income statement.

(n) Derivative financial instruments and hedging activities

Derivative financial instruments are utilised by the Group in the management of its foreign currency
and interest rate exposures. The Group’s policy is not to utilise derivative financial instruments for trading
or speculative purposes. Derivative financial instruments are initially measured at fair value on the contract
date, and are remeasured to fair value at subsequent reporting dates. Changes in fair value are recognised
based on whether certain qualifying criteria under HKAS 39 are satisfied in order to apply hedge
accounting, and if so, the nature of the items being hedged.

Derivatives designated as hedging instruments to hedge the fair value of recognised assets or
liabilities may qualify as fair value hedges. The Group mainly enters into interest rate swap contracts to
swap certain fixed interest rate borrowings into floating interest rate borrowings. Changes in the fair value
of these derivative contracts, together with the changes in the fair value of the hedged assets or liabilities
attributable to the hedged risk are recognised in the income statement as interest expenses and other finance
costs. At the same time the carrying amount of the hedged asset or liability in the statement of financial
position is adjusted for the changes in fair value.

Derivatives designated as hedging instruments to hedge against the cash flows attributable to
recognised assets or liabilities or forecast payments may qualify as cash flow hedges. The Group mainly
enters into interest rate swap contracts to swap certain floating interest rate borrowings to fixed interest rate
borrowings and foreign currency contracts to hedge the currency risk associated with certain forecast
foreign currency payments and obligations. Changes in the fair value of these derivative contracts are
recognised in other comprehensive income and accumulated under the heading of hedging reserve. Amounts
accumulated are removed from hedging reserve and recognised in the income statement in the periods when
the hedged derivative contract matures, except, when the forecast transaction results in the recognition of a
non-financial asset or a non-financial liability, the amounts accumulated are transferred from hedging
reserve and, then they are included in the initial cost of the asset or liability.

Derivatives that do not qualify for hedge accounting under HKAS 39 will be accounted for with the
changes in fair value being recognised in the income statement.
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(o) Trade and other receivables

Trade and other receivables are initially recognised at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment. Appropriate allowance for
estimated irrecoverable amounts are recognised in the income statement when there is objective evidence
that the asset is impaired.

(p) Properties under development

Land for properties under development is stated at cost and development expenditure is stated at the
aggregate amount of costs incurred up to the date of completion, including capitalised interest on related
loans.

(q) Inventories

Inventories consist mainly of retail goods and the carrying value is mainly determined using the
weighted average cost method. Inventories are stated at the lower of cost and net realisable value.

(r)  Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.

(s) Borrowings and borrowing costs

The Group’s borrowings and debt instruments are initially measured at fair value, net of transaction
costs, and are subsequently carried at amortised cost. Any difference between the proceeds (net of
transaction costs) and the settlement or redemption amount of borrowings and debt instruments is
recognised over the period of the borrowings using effective interest method.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. All other borrowing costs are recognised in the income statement in the period in
which they are incurred.

(t) Trade and other payables

Trade and other payables are initially recognised at fair value and subsequently measured at
amortised cost using the effective interest method.

(u)  Customer loyalty credits

Customer loyalty credits are accounted for as a separate component of the sales transaction in which
they are granted.

(v)  Share capital

Share capital issued by the Company are recorded in equity at the proceeds received, net of direct
issue costs. In accordance with the transitional provisions set out in section 37 of Schedule 11 to the Hong
Kong Companies Ordinance (Cap. 622), on 3 March 2014, the amounts standing to the credit of the share
premium account and capital redemption reserve created under the sections 48B and 49H of the predecessor
Hong Kong Companies Ordinance (Cap. 32) have become part of the Company’s share capital.
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(w) Provisions

Provisions are recognised when it is probable that an outflow of economic benefits will be required
to settle a present obligation as a result of past events and a reliable estimate can be made of the amount of
the obligation.

(x) Leased assets

Assets acquired pursuant to finance leases and hire purchase contracts that transfer to the Group
substantially all the rewards and risks of ownership are accounted for as if purchased.

Finance leases are capitalised at the inception of the leases at the lower of the fair value of the
leased assets or the present value of the minimum lease payments. Lease payments are treated as consisting
of capital and interest elements. The capital element of the leasing commitment is included as a liability
and the interest element is charged to the income statement. All other leases are accounted for as operating
leases and the rental payments are charged to the income statement on accrual basis.

(y) Asset impairment

Assets that have an indefinite useful life are tested for impairment annually and when there is
indication that they may be impaired. Assets that are subject to depreciation and amortisation are reviewed
for impairment to determine whether there is any indication that the carrying value of these assets may not
be recoverable and have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the impairment loss, if any. The recoverable
amount is the higher of an asset’s fair value less costs to dispose and value in use. Such impairment loss is
recognised in the income statement except where the asset is carried at valuation and the impairment loss
does not exceed the revaluation surplus for that asset, in which case it is treated as a revaluation decrease.

(z)  Pension plans

Pension plans are classified into defined benefit and defined contribution plans. The pension plans
are generally funded by the relevant Group companies taking into account the recommendations of
independent qualified actuaries and by payments from employees for contributory plans.

The Group’s contributions to the defined contribution plans are charged to the income statement in
the year incurred.

Pension costs for defined benefit plans are assessed using the projected unit credit method. Under
this method, the cost of providing pensions is charged to the income statement so as to spread the regular
cost over the future service lives of employees in accordance with the advice of the actuaries who carry out
a full valuation of the plans. The pension obligation is measured at the present value of the estimated future
cash outflows using interest rates determined by reference to market yields at the end of the reporting
period based on government agency or high quality corporate bonds with currency and term similar to the
estimated term of benefit obligations.

Remeasurements arising from defined benefit plans are recognised in other comprehensive income in
the year in which they occur and reflected immediately in retained profit. Remeasurements comprise
actuarial gains and losses, the return on plan assets (excluding amounts included in net interest on the net
defined benefit liability (asset)) and any change in the effect of the asset ceiling (excluding amounts
included in net interest on the net defined benefit liability (asset)).

Pension costs are charged to the income statement within staff costs.
(aa) Share-based payments

The Company has no share option scheme but certain of the Company’s subsidiary companies and
associated companies have issued equity-settled and cash-settled share-based payments to certain employees.

Equity-settled share-based payments are measured at fair value (excluding the effect of non-market-based
vesting conditions) at the date of grant. The fair value determined at the grant date of the equity-settled
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share-based payments is expensed on a straight-line basis over the vesting period, based on the respective
group companies’ estimate of their shares that will eventually vest and adjusted for the effect of
non-market-based vesting conditions.

For cash-settled share-based payments, a liability equal to the portion of the goods or services
received is recognised at the current fair value determined at the end of the reporting period.

(ab) Foreign exchange

Transactions in foreign currencies are converted at the rates of exchange ruling at the transaction
dates. Monetary assets and liabilities are translated at the rates of exchange ruling at the end of the
reporting period.

The accounts of foreign operations (i.e. subsidiary companies, associated companies, joint ventures or
branches whose activities are based or conducted in a country or currency other than those of the Company)
are translated into Hong Kong dollars using the year end rates of exchange for the statement of financial
position items and the average rates of exchange for the year for the income statement items. Exchange
differences are recognised in other comprehensive income and accumulated under the heading of exchange
reserve. Exchange differences arising from foreign currency borrowings and other currency instruments
designated as hedges of such overseas investments, are recognised in other comprehensive income and
accumulated under the heading of exchange reserve.

Exchange differences arising from translation of inter-company loan balances between Group entities
are recognised in other comprehensive income and accumulated under the heading of exchange reserve
when such loans form part of the Group’s net investment in a foreign entity. On the disposal of a foreign
operation (i.e. a disposal of the Group’s entire interest in a foreign operation, or a disposal involving loss
of control over a subsidiary that includes a foreign operation, a disposal involving loss of joint control over
a joint venture that includes a foreign operation, or a disposal involving loss of significant influence over
an associate that includes a foreign operation), all of the exchange gains or losses accumulated in exchange
reserve in respect of that operation attributable to the owners of the Company are transferred out of the
exchange reserve and are recognised in the income statement.

In addition, in relation to a partial disposal of a subsidiary that does not result in the Group losing
control over the subsidiary that includes a foreign operation, the proportionate share of accumulated
exchange differences are re-attributed to non-controlling interests and are not recognised in the income
statement. For all other partial disposals (i.e. partial disposals of associates or joint ventures that do not
result in the Group losing significant influence or joint control), the proportionate share of the accumulated
exchange differences is transferred out of the exchange reserve and are recognised in the income statement.

All other exchange differences are recognised in the income statement.
(ac) Revenue recognition

Revenue is measured at the fair value of the consideration received and receivable and represents
amounts receivable for goods and services provided in the normal course of business, net of discounts and
sales related taxes. Revenue is recognised to the extent that it is probable that economic benefits will flow
to the Group and the revenue and costs, if applicable, can be measured reliably.

Ports and related services

Revenue from the provision of ports and related services is recognised when the service is
rendered.

Property and hotels
Revenue from the sale of properties is recognised either on the date of sale or on the date of

issue of the relevant occupation permit, whichever is later, and the economic benefit accrues to the
Group and the significant risks and rewards of the properties accrue to the purchasers.
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Rental income is recognised on a straight-line basis over the period of the lease.

Revenue from the provision of hotel management, consultancy and technical service is
recognised when the service is rendered.

Retail

Revenue from the sale of retail goods is recognised at point of sales less an estimate for sales
return based on past experience where goods are sold with a right to return. Retail sales are usually
in cash or by credit card. The recorded revenue is the gross amount of sales, including credit card
fees payable for the transaction.
Infrastructure

Income from long-term contracts is recognised according to the stage of completion.

Energy

Revenue from the sale of crude oil, natural gas, refined petroleum products and other energy
products are recorded when title passes to an external party.

Revenue associated with the sale of transportation, processing and natural gas storage services
is recognised when the service is rendered.

Mobile and fixed-line telecommunications services

Revenue from the provision of mobile telecommunications services with respect to voice,
video, internet access, messaging and media services, including data services and information
provision, is recognised when the service is rendered and, depending on the nature of the services, is
recognised either at gross amount billed to the customer or the amount receivable as commission for
facilitating the services.

Revenue from the sale of prepaid mobile calling cards is recognised upon customer’s usage of
the card or upon the expiry of the service period.

For bundled transactions under contract comprising of provision of mobile telecommunications
services and sale of a device (e.g. handsets), the amount of revenue recognised upon the sale of the
device is accrued as determined by considering the estimated fair values of each of the services
element and device element of the contract.

Other service income is recognised when the service is rendered.

Customer service revenue is mobile telecommunications service revenue, and where a customer
is invoiced for a bundled transaction under contract, the invoiced amount less amounts related to

accrued device revenue and also less other service income.

Total revenue arising from mobile and fixed-line telecommunications services comprises of
service revenue, other service income and sale of device revenue.

Finance and investments

Dividend income from investments in securities is recognised when the Group’s right to
receive payment is established.

Interest income is recognised on a time proportion basis using the effective interest method.
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At the date these accounts are authorised for issue, the following standards, amendments and interpretations
were in issue, and applicable to the Group’s accounts for annual accounting periods beginning on or after 1
January 2015, but not yet effective and have not been early adopted by the Group:

HKAS 1 (Amendments) 1
HKAS 16 and HKAS 38 (Amendments) @

HKAS 16 and HKAS 41 (Amendments) "
HKAS 19 (2011) (Amendments)

HKAS 27 (Amendments) @V

HKFRS 9 (2014)

HKFRS 10 and HKAS 28 (Amendments) "

HKFRS 10, HKFRS 12 and HKAS 28 (2011)
(Amendments) @V
HKFRS 11 (Amendments) 1

HKFRS 15 @

Annual Improvements 2010-2012 Cycle @
Annual Improvements 2011-2013 Cycle

Annual Improvements 2012-2014 Cycle @1

Disclosure Initiative

Clarification of Acceptable Methods of Depreciation
and Amortisation

Agriculture: Bearer Plants

Defined Benefit Plans — Employee Contributions

Equity Method in Separate Financial Statements

Financial Instruments

Sale or Contribution of Asset between an Investor and
its Associate or Joint Venture

Investment Entities: Applying the Consolidation
Exception

Accounting for Acquisitions of Interests in Joint
Operations

Revenue from Contracts with Customers

Improvements to HKFRSs

Improvements to HKFRSs

Improvements to HKFRSs

@) Effective for the Group for annual periods beginning on or after 1 January 2015.

(i1)  Effective for the Group for annual periods beginning on or after 1 January 2015, except for
“Amendment to HKFRS 2 Share-based Payment” and “Amendment to HKFRS 3 Business
Combinations” which are applicable to share-based payment transactions with a grant date, and
business combinations for which the acquisition date, is on or after 1 July 2014.

(iii)  Effective for the Group for annual periods beginning on or after 1 January 2016.

(iv)  Effective for the Group for annual periods beginning on or after 1 January 2017.

(v)  Effective for the Group for annual periods beginning on or after 1 January 2018.

HKFRS 15 will be effective for the Group’s accounts for annual reporting periods beginning on or after 1
January 2017. HKFRS 15 will replace all existing HKFRS revenue guidance and requirements including HKAS 18
Revenue, HKAS 11 Construction Contracts and the related Interpretations when it becomes effective. The core
principle of HKFRS 15 is that an entity recognises revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. The Group is assessing the impact of HKFRS 15 and as a result, it is not practicable to
quantify the impact of HKFRS 15 as at the date of publication of these accounts.

The adoption of other standards, amendments and interpretations listed above, in future periods is not
expected to have any material impact on the Group’s results of operations and financial position.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Note 2 includes a summary of the significant accounting policies used in the preparation of the accounts.
The preparation of accounts often requires the use of judgements to select specific accounting methods and
policies from several acceptable alternatives. Furthermore, significant estimates and assumptions concerning the
future may be required in selecting and applying those methods and policies in the accounts. The Group bases its
estimates and judgements on historical experience and various other assumptions that it believes are reasonable
under the circumstances. Actual results may differ from these estimates and judgements under different
assumptions or conditions.
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The following is a review of the more significant assumptions and estimates, as well as the accounting
policies and methods used in the preparation of the accounts.

(a)  Basis of consolidation

The determination of the Group’s level of control over another entity will require exercise of judgement
under certain circumstances. The Company controls an entity when it is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee. As such, the classification of the entity as a subsidiary, a joint venture, an associate or a cost investment
might require the application of judgement through the analysis of various indicators, such as the percentage of
ownership interest held in the entity, the representation on the entity’s board of directors and various other factors
including, if relevant, the existence of agreement with other shareholders, applicable statutes and regulations and
their requirements. The Group also considers, in particular, whether it obtains benefits, including non-financial
benefits, from its power to control the entity.

(b) Long-lived assets

The Group has made substantial investments in tangible and intangible long-lived assets, primarily in
mobile and fixed-line telecommunications networks and licences, container terminals, and properties. Changes in
technology or changes in the intended use of these assets may cause the estimated period of use or value of these
assets to change.

The Group considers its asset impairment accounting policy to be a policy that requires one of the most
extensive applications of judgements and estimates.

Assets that have an indefinite useful life are tested for impairment annually and when there is indication
that they may be impaired. Assets that are subject to depreciation and amortisation are reviewed for impairment to
determine whether there is any indication that the carrying value of these assets may not be recoverable and have
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any. The recoverable amount is the higher of an asset’s
fair value less costs to dispose and value in use. Such impairment loss is recognised in the income statement
except where the asset is carried at valuation and the impairment loss does not exceed the revaluation surplus for
that asset, in which case it is treated as a revaluation decrease and is recognised in other comprehensive income.

Judgement is required in the area of asset impairment, particularly in assessing: (1) whether an event has
occurred that may indicate that the related asset values may not be recoverable; (2) whether the carrying value of
an asset can be supported by the recoverable amount, being the higher of fair value less costs to dispose or net
present value of future cash flows which are estimated based upon the continued use of the asset in the business;
and (3) the appropriate key assumptions to be applied in preparing cash flow projections including whether these
cash flow projections are discounted using an appropriate rate. Changing the assumptions used to determine the
level, if any, of impairment, including the discount rates or the growth rate assumptions in the cash flow
projections, could materially affect the net present value used in the impairment test and as a result affect the
Group’s financial condition and results of operations. If there is a significant adverse change in the projected
performance and resulting future cash flow projections, it may be necessary to take an impairment charge to the
income statement.

The Group’s 3G businesses have achieved a fifth consecutive year of EBIT positive results but are still
building up scale and growing their businesses. Impairment tests were undertaken as at 31 December 2014 and 31
December 2013 to assess whether the carrying values of the Group’s telecommunications licences, network assets
and goodwill were supported by the net present value of future cash flows forecast to be derived from the use of
these assets for each respective business. The results of the tests undertaken as at 31 December 2014 and 31
December 2013 indicated that no impairment charge was necessary.

The future cash flow projections for the 3G businesses reflect growing recurring revenue and margins

derived from an accumulating customer base and diminishing ongoing investments in network infrastructure and in
customer acquisitions.

-V-23 -



APPENDIX V FINANCIAL INFORMATION OF THE GROUP

The forecast growth in recurring revenue and margins is driven primarily by the increasing size of the
accumulating customer base, accompanied by profitability improvements due to beneficial changes to services
usage profiles. The increase in data usage, which continued to drive growth in the mobile telecommunications
business, is forecast to continue supported by the popularity of smartphones. Improving operating margins are
forecast driven in part by a change in the mix from voice toward non-voice revenues; increased incoming traffic,
which generates revenue from other operators, and increased percentage on-net or intra-network traffic, which
avoids interconnection costs being paid to other operators to terminate calls; gradual stabilisation of European
mobile termination regimes; and operating cost optimisation and cost savings achieved through cell site and
network sharing, network maintenances and other outsourcing programmes, stringent cost controls, and effective
working capital management. Improving profitability is also expected to continue based on the economies of scale
effect that is able to be achieved in customer operation and network operations functions. Also factored into the
forecasts are the potential dilutive effect of attracting lower value customer when growing the customer base and
the expected effect of market competition and development.

Initial investments in the upfront licence payments and the network infrastructure which has been built for
scale have been significant. However, as the network capital expenditures are forecast to decline progressively as
a percentage of revenues as the network construction phase nears completion and a lower “maintenance” level of
capital expenditure is required for ongoing operation. Average customer acquisition costs in the start-up years of
operation have also been significant, but have declined due to the improved market acceptance of the 3G and LTE
technologies and on the widening availability, improving attractiveness and comparatively lower unit cost of
smartphones, and the Group’s transition to a non-subsidised handset business model.

For the purposes of impairment tests, the recoverable amount of the Group’s telecommunications licences,
network assets and goodwill is determined based on value in use calculations. The value in use calculations
primarily use cash flow projections based on financial budgets approved by management and estimated terminal
value at the end of the approved financial budgets period. There are a number of assumptions and estimates
involved for the preparation of cash flow projections for the period covered by the approved budget and the
estimated terminal value. Key assumptions include the expected growth in revenues and gross margin, timing of
future capital expenditures, growth rates and selection of discount rates and the earnings multiple that can be
realised for the estimated terminal value. The Group prepared the financial budgets reflecting current and prior
year performances and market development expectations. Projections in excess of the approved financial budgets
period are used to take into account telecommunications spectrum licence periods, increasing market share and
growth momentum. For the purpose of the impairment tests, a market specific growth rate of approximately 2%
was used to extrapolate cash flows beyond the approved financial budgets period. This low rate was selected
solely for the purposes of the impairment tests to arrive at a conservative projection of cash flows in excess of the
approved financial budgets period and does not reflect our expectation of the performance of these businesses nor
our forecast of long term industry growth. The discount rates for the tests were based on country specific pre-tax
risk adjusted discount rates (for example, 4% and 5.3% used in the Group’s 3G operations in Italy and the UK
respectively). Judgement is required to determine key assumptions adopted in the cash flow projections and
changes to key assumptions can significantly affect these cash flow projections and therefore the results of the
impairment tests.

(c) Depreciation and amortisation
(i) Fixed assets
Depreciation of operating assets constitutes a substantial operating cost for the Group. The cost of
fixed assets is charged as depreciation expense over the estimated useful lives of the respective assets using
the straight-line method. The Group periodically reviews changes in technology and industry conditions,
asset retirement activity and residual values to determine adjustments to estimated remaining useful lives

and depreciation rates.

Actual economic lives may differ from estimated useful lives. Periodic reviews could result in a
change in depreciable lives and therefore depreciation expense in future periods.
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(ii)  Telecommunications licences

Telecommunications licences comprise the right to use spectrum and the right to provide a
telecommunications service. Telecommunications licences that are considered to have an indefinite useful
life to the Group are not amortised. Telecommunications licences with finite useful lives are amortised on a
straight-line basis from the date of first commercial usage of the related spectrum over the remaining
expected licence periods and are stated net of accumulated amortisation. Licences are reviewed for
impairment annually.

On the basis of confirmation from the Ministry of the Italian Government that the Group’s 3G
licence term in Italy can be continuously extended for a period equivalent to the previous term, effectively
making it a perpetual licence, and the enactment by the UK Houses of Parliament of a statutory instrument,
which inter alia changes the life of the Group’s 3G licence to indefinite, the Group’s 3G licences in Italy
and in the UK are considered to have an indefinite useful life.

Judgement is required to determine the useful lives of the Group’s telecommunications licences. The
actual economic lives of the Group’s telecommunications spectrum licences may differ from the current
contracted or expected licence periods, which could impact the amount of amortisation expense charged to
the income statement. In addition, governments from time to time revise the terms of licences to change,
amongst other terms, the contracted or expected licence period, which could also impact the amount of
amortisation expense charged to the income statement.

(iii) Telecommunications customer acquisition costs

Telecommunications customer acquisition costs (“CACs”) comprise the net costs to acquire and retain
mobile telecommunications customers, which are primarily 3G and LTE customers. All telecommunications
CACs are expensed and recognised in the income statement in the period in which they are incurred.

Judgement is required to determine the most appropriate accounting policy for telecommunications
CACs. Any change in the accounting policy to capitalise these costs will impact the charge to the income
statement as these costs will be capitalised and amortised over the contract periods.

(d) Goodwill

Goodwill is initially measured at cost, being excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity interests
in the acquiree over the fair value of the net identifiable assets acquired and liabilities assumed. Goodwill is
recorded as a separate asset or, as applicable, included within investments in associated companies and joint
ventures. Goodwill is also subject to the impairment test described above.

(e) Investment properties valuation

Investment properties are interests in land and buildings that are held to earn rentals or for capital
appreciation or both. Such properties are carried in the statement of financial position at their fair value as
determined by professional valuation. In determining the fair value of the investment properties, the valuers use
assumptions and estimates that reflect, amongst other things, comparable market transactions, rental income from
current leases and assumptions about rental income from future leases in the light of current market conditions.
Judgement is required to determine the principal valuation assumptions to determine the fair value of the
investment properties. Changes in fair values of investment properties are recorded in the income statement.

f) Tax

The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in
determining the worldwide provision for income taxes. There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of business. The Group recognises liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were previously recorded, such differences will impact
the income tax and deferred tax provisions in the period in which such determination is made.
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Deferred tax is recognised, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying values in the accounts. Deferred tax assets are recognised to the
extent it is probable that future taxable profits will be available against which the deductible temporary differences
and the carry forward of unused tax losses and tax credits can be utilised, based on all available evidence.
Recognition primarily involves judgement regarding the future financial performance of the particular legal entity
or tax group. A variety of other factors are also evaluated in considering whether there is convincing evidence that
it is probable that some portion or all of the deferred tax assets will ultimately be realised, such as the existence
of taxable temporary differences, group relief, tax planning strategies and the periods in which estimated tax
losses can be utilised. The carrying amount of deferred tax assets and related financial models and budgets are
reviewed at the end of the reporting period and to the extent that there is insufficient convincing evidence that
sufficient taxable profits will be available within the utilisation periods to allow utilisation of the deductible
temporary differences and the carry forward of unutilised losses and tax credits, the asset balance will be reduced
and charged to the income statement.

The 3G businesses commenced commercial operations from 2003 and some of these businesses are
incurring losses as the businesses grow to operating scale. Deferred tax assets have been recognised for the
deductible temporary differences and the carry forward of unutilised losses and tax credits relating to the Group’s
3G operation in the UK where, amongst other things, tax losses can be carried forward indefinitely and there is
availability of group relief for tax purposes that can be utilised to offset taxable profits generated by the Group’s
other operations in the UK. In addition, deferred tax assets have been recognised for the carry forward amount of
unused tax losses relating to the Group’s 3G operations in Ireland, Austria, Sweden and Denmark, which have
become profitable and are expected to have sufficient taxable profits available in the foreseeable future to utilise
their unused tax losses. The ultimate realisation of deferred tax assets recognised for 3 UK, 3 Ireland, 3 Austria, 3
Sweden and 3 Denmark depends principally on these businesses maintaining profitability and generating sufficient
taxable profits to utilise the underlying unused tax losses. It may be necessary for some or all of the deferred tax
assets recognised to be reduced and charged to the income statement if there is a significant adverse change in the
projected performance and resulting projected taxable profits of these businesses. Judgement is required to
determine key assumptions adopted in the taxable profit and loss projections and changes to key assumptions used
can significantly affect these taxable profit and loss projections.

(g) Pension costs

The Group operates several defined benefit plans. Pension costs for defined benefit plans are assessed using
the projected unit credit method in accordance with HKAS 19, Employee Benefits. Under this method, the cost of
providing pensions is charged to the income statement so as to spread the regular cost over the future service lives
of employees in accordance with the advice of the actuaries who carry out a full valuation of the plans. The
pension obligation is measured at the present value of the estimated future cash outflows using interest rates
determined by reference to market yields at the end of the reporting period based on government agency or high
quality corporate bonds with currency and term similar to the estimated term of benefit obligations.
Remeasurements arising from defined benefit plans are recognised in other comprehensive income in the year in
which they occur and reflected immediately in retained profit. Remeasurements comprise actuarial gains and
losses, the return on plan assets (excluding amounts included in net interest on the net defined benefit liability
(asset)) and any change in the effect of the asset ceiling (excluding amounts included in net interest on the net
defined benefit liability (asset)).

Management appointed actuaries to carry out a full valuation of these pension plans to determine the
pension obligations that are required to be disclosed and accounted for in the accounts in accordance with the
HKFRS requirements.

The actuaries use assumptions and estimates in determining the fair value of the defined benefit plans and
evaluate and update these assumptions on an annual basis. Judgement is required to determine the principal
actuarial assumptions to determine the present value of defined benefit obligations and service costs. Changes to
the principal actuarial assumptions can significantly affect the present value of plan obligations and service costs
in future periods.
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(h)  Sale and leaseback transactions

The Group classifies leases into finance leases or operating leases in accordance with the accounting
policies stated in note 2(x). Determining whether a lease transaction is a finance lease or an operating lease is a
complex issue and requires substantial judgement as to whether the lease agreement transfers substantially all the
risks and rewards of ownership to or from the Group. Careful and considered judgement is required on various
complex aspects that include, but are not limited to, the fair value of the leased asset, the economic life of the
leased asset, whether renewal options are included in the lease term and determining an appropriate discount rate
to calculate the present value of the minimum lease payments.

Classification as a finance lease or operating lease determines whether the leased asset is capitalised and
recognised on the statement of financial position as set out in note 2(x). In sale and leaseback transactions, the
classification of the leaseback arrangements as described above determines how the gain or loss on the sale
transaction is recognised. It is either deferred and amortised (finance lease) or recognised in the income statement
immediately (operating lease).

(i) Allocation of revenue for bundled telecommunications transactions with customers

The Group has bundled transactions under contract with customers including sales of both services and
hardware (for example handsets). The amount of revenue recognised upon the sale of hardware is determined by
considering the estimated fair values of each of the service element and hardware element of the contract.
Significant judgement is required in assessing fair values of both of these elements by considering inter alia,
standalone selling price and other observable market data. Changes in the estimated fair values may cause the
revenue recognised for sales of services and hardware to change individually but not the total bundled revenue
from a specific customer throughout its contract term. The Group periodically re-assesses the fair value of the
elements as a result of changes in market conditions.

4 TURNOVER AND REVENUE
Turnover comprises revenues from the sales of goods and development properties, provision of services and

rental income from investment properties, interest income and finance charges earned, and dividend income from
equity investments. An analysis of revenue of the Company and subsidiary companies is as follows:

2014 2013

HKS$ millions HKS$ millions

Sales of goods 166,066 156,188
Rendering of services 102,296 96,475
Interest 3,471 3,273
Dividends 328 298
272,161 256,234

5 OPERATING SEGMENT INFORMATION

Save as disclosed in the notes below, the column headed as Company and Subsidiaries refers to the
Company and subsidiary companies’ respective items and the column headed as Associates and JV refers to the
Group’s share of associated companies and joint ventures’ respective items (see notes 19 and 20), and segments
are reported in a manner consistent with internal reporting provided to the board of directors of the Company who
is responsible for allocating resources and assessing performance of the operating segments.

The Group’s telecommunications division consists of 3 Group Europe with businesses in 6 countries in
Europe, a 65.01% interest in Hutchison Telecommunications Hong Kong Holdings, which is listed on the Stock
Exchange of Hong Kong, Hutchison Asia Telecommunications, and an 87.87% interest in the Australian Securities
Exchange listed Hutchison Telecommunications (Australia) (“HTAL”), which has a 50% interest in a joint venture
company, Vodafone Hutchison Australia Pty Limited (“VHA”).
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VHA is undergoing a shareholder-sponsored restructuring under the leadership of the other shareholder
under the applicable terms of the shareholders’ agreement. In order to assist in providing a meaningful analysis of
the ongoing operating activities, HTAL’s share of VHA’s results are presented as separate items within the income
statement line item titled profits on disposal of investments and others (see note 6(e)) to separately identify them
from the Group’s recurring earnings profile during this phase.

Finance & Investments and Others is presented to reconcile to the totals included in the Group’s income
statement and statement of financial position. As additional information, “Others” is presented as a separate line
item, within Finance & Investments and Others, which covers the activities of other Group areas which are not
presented separately and includes Hutchison Water, Hutchison Whampoa (China), Hutchison E-Commerce and
corporate head office operations, the Marionnaud business, listed subsidiary Hutchison China MediTech, listed
subsidiary Hutchison Harbour Ring (“HHR”), which was disposed in the year, and listed associate Tom Group.
“Finance & Investments” within Finance & Investments and Others represents returns earned on the Group’s
holdings of cash and liquid investments.

Revenue from external customers is after elimination of inter-segment revenue. The amount eliminated
mainly attributable to Property and hotels is HK$416 million (2013 — HK$384 million), Retail is HK$70 million
(2013 — HK$61 million), Hutchison Telecommunications Hong Kong Holdings is HK$162 million (2013 —
HK$134 million) and Hutchison Asia Telecommunications is HK$12 million (2013 — HK$10 million).

(a)  The following is an analysis of the Group’s revenue by operating segments:

Revenue
Company Company
and  Associates 2014 and  Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total
HKS$ millions HK$ millions HK$ millions %  HKS$ millions HK$ millions HK$ millions %
Ports and related services 27914 7.710 35,624 8% 26,562 7,557 34,119 8%
Hutchison Ports Group
other than HPH Trust 27,879 4,962 32,841 8% 26,488 4,872 31,360 7%
HPH Trust * 35 2,748 2,783 - 74 2,685 2,759 1%
Property and hotels 7,285 8,784 16,069 4% 6,807 17,457 24,264 6%
Retail 126,709 30,688 157,397 37% 119,637 29,510 149,147 36%
Cheung Kong
Infrastructure 6,173 39,246 45,419 11% 5,087 37,373 42,460 10%
Husky Energy - 57,368 57,368 14% - 59,481 59,481 14%
3 Group Europe 65,599 24 65,623 16% 61,968 8 61,976 15%
Hutchison
Telecommunications
Hong Kong Holdings 16,296 - 16,296 4% 12,777 - 12,777 3%
Hutchison Asia
Telecommunications 5,757 - 5,757 1% 6,295 - 6,295 2%
Finance & Investments
and Others 16,428 5,491 21,919 5% 17,101 5,313 22,414 6%
Finance & Investments 1,472 894 2,366 - 1,432 889 2,321 1%
Others 14,956 4,597 19,553 5% 15.669 4,424 20,093 5%
272,161 149,311 421,472 100% 256,234 156,699 412,933 100%
— —
Non-controlling interests’
share of HPH Trust’s
revenue - 964 964 - 897 897
272,161 150,275 422,436 256,234 157,596 413,830

represents the Group’s attributable share of HPH Trust’s revenue based on the effective
shareholdings in HPH Trust during 2014. Revenue reduced by HK$964 million and HK$897
million for 2014 and 2013 respectively, being adjustments to exclude non-controlling interests’
share of revenue of HPH Trust.
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(b)

The Group uses two measures of segment results, EBITDA (see note 5(m)) and EBIT (see note 5(n)).
The following is an analysis of the Group’s results by operating segments by EBITDA:

Ports and related services

Hutchison Ports Group
other than HPH Trust

HPH Trust *

Property and hotels

Retail

Cheung Kong
Infrastructure

Husky Energy

3 Group Europe

Hutchison
Telecommunications
Hong Kong Holdings

Hutchison Asia
Telecommunications )

Finance & Investments
and Others

Finance & Investments

Others

EBITDA before property
revaluation and profits
on disposal of
investments and others

Profits on disposal of
investments
(see note 6)
Non-controlling interests’
share of HPH Trust’s
EBITDA

EBITDA (see note 34(a))

Depreciation and
amortisation

Change in fair value of
investment properties

Others (see note 6)

Group’s share of the
following income
statement items of
associated companies
and joint ventures:
Interest expenses and
other finance costs
Current tax
Deferred tax
Non-controlling

interests

EBITDA (LBITDA) ™

Company Company

and  Associates 2014 and  Associates 2013

Subsidiaries and JV Total Subsidiaries and JV Total
HKS$ millions HK$ millions HK$ millions %  HKS$ millions HK$ millions HK$ millions %
8,459 3,674 12,133 12% 7,822 3,625 11,447 12%
8,433 2,289 10,722 11% 7,757 2,303 10,060 11%
26 1,385 1,411 1% 65 1,322 1,387 1%
7,639 2,359 9,998 10% 7,340 6,655 13,995 15%
12,606 2,943 15,549 16% 11,684 2,474 14,158 15%
2,465 22,018 24,483 25% 1,657 21,184 22,841 24%
- 14,410 14,410 14% - 14,779 14,779 15%
15,616 (18) 15,598 16% 12,697 (26) 12,671 13%
2,699 81 2,780 3% 2,694 64 2,758 3%
(278) - (278) - 819 - 819 1%
2,646 1,554 4,200 4% 439 1,740 2,179 2%
2,797 894 3,691 4% 1,919 889 2,808 3%
(150 660 509 - (1.480) 851 (629) -1%
51,852 47,021 98,873 100% 45,152 50,495 95,647 100%
— —

2,237 20,554 22,791 1,889 - 1,889

- 644 644 - 634 634

54,089 68,219 122,308 47,041 51,129 98,170

(17,003) (16,378) (33,381) (15,850) (15,421) (31,271)

24,678 514 25,192 26 2 28

(4,798) (3,384) (8,182) - (2,163) (2,163)

- (6,274) (6,274) - (5,768) (5,768)

- (6,625) (6,625) - (6,741) (6,741)

- 1,056 1,056 - 192 192

- (326) (326) - (363) (363)

56,966 36,802 93,768 31,217 20,867 52,084

represents the Group’s attributable share of HPH Trust’s EBITDA based on the effective

shareholdings in HPH Trust during 2014. EBITDA reduced by HK$644 million and HK$634
million for 2014 and 2013 respectively, being adjustments to exclude non-controlling interests’
share of EBITDA of HPH Trust.
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(c)  The following is an analysis of the Group’s results by operating segments by EBIT:

EBIT (LBIT) ™

Company Company
and Associates 2014 and Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total
HKS$ millions ~ HKS millions ~ HK$ millions %  HKS millions  HKS$ millions ~ HKS$ millions %
Ports and related services 5,474 2,470 7,944 12% 4981 2371 7,358 12%
Hutchison Ports Group other
than HPH Trust 5,448 1,684 7,132 1% 4916 1,657 6,573 1%
HPH Trust * 26 786 812 1% 65 720 785 1%
Property and hotels 7,420 2,241 9,661 15% 7,122 6,537 13,659 21%
Retail 10,680 2,343 13,023 20% 9,864 1,907 11,771 18%
Cheung Kong Infrastructure 2,141 16,074 18,215 28% 1,424 16,104 17,528 27%
Husky Energy - 6,324 6,324 10% - 7,208 7,208 1%
3 Group Europe
EBITDA before the
following non-cash items 15,616 (18) 15,598 12,697 (26) 12,671
Depreciation (7,535) 3) (7,538) (6,941) - (6,941)
Amortisation of licence fees
and other rights (1,168) - (1,168) (874) - (874)
EBIT (LBIT) - 3 Group
Europe 6,913 (21 6,892 10% 4,882 (26) 4,856 8%
Hutchison Telecommunications
Hong Kong Holdings 1,378 2 1,380 2% 1,359 8 1,367 2%
Hutchison Asia
Telecommunications ) (1,465) - (1,465) 2% (409) - (409) -1%
Finance & Investments and
Others 2,308 1431 3,739 5% 79 1.180 1,259 2%
Finance & Investments 2,797 894 3,691 5% 1,919 889 2,808 4%
Others (489) 531 48 - (1,840 291 (1,549) 2%
EBIT before property
revaluation and profits on
disposal of investments and
others 34,849 30,364 65,713 100% 29,302 35,295 64,597 100%
I I
Change in fair value of
investment properties 24,678 514 25,192 26 2 28
EBIT 59,521 31,378 90,905 29,328 35,297 64,625
Profits on disposal of
investments and others (see
note 6) (2,561) 17,170 14,609 1,889 (2,163) (274)
Non-controlling interests’
share of HPH Trust’s EBIT - 423 423 - 413 413
Group’s share of the following
income statement items of
associated companies and
joint ventures:
Interest expenses and other
finance costs - (6,274) (6,274) - (5,768) (5,768)
Current tax - (6,625) (6,625) - (6,741) (6,741)
Deferred tax - 1,056 1,056 - 192 192
Non-controlling interests - (326) (326) - (363) (363)
56,966 36,802 93,768 31,217 20,867 52,084

represents the Group’s attributable share of HPH Trust’s EBIT based on the effective
shareholdings in HPH Trust during 2014. EBIT reduced by HK$423 million and HK$413
million for 2014 and 2013 respectively, being adjustments to exclude non-controlling interests’
share of EBIT of HPH Trust.
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(d)  The following is an analysis of the Group’s depreciation and amortisation by operating segments:

Depreciation and amortisation

Company Company
and Associates 2014 and Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total

HKS$ millions HKS$ millions HKS$ millions HKS$ millions HK$ millions HK$ millions

Ports and related services 2,985 1,204 4,189 2,841 1,248 4,089
Hutchison Ports Group
other than HPH Trust 2,985 605 3,590 2,841 646 3,487
HPH Trust * - 599 599 - 602 602
Property and hotels 219 118 337 218 118 336
Retail 1,926 600 2,526 1,820 567 2,387
Cheung Kong Infrastructure 324 5,944 6,268 233 5,080 5,313
Husky Energy - 8,086 8,086 - 7,571 7,571
3 Group Europe 8,703 3 8,706 7,815 - 7815
Hutchison Telecommunications
Hong Kong Holdings 1,321 79 1,400 1,335 56 1,391
Hutchison Asia Telecommunications 1,187 - 1,187 1,228 - 1,228
Finance & Investments and Others 338 123 461 360 560 920
Finance & Investments - - - - - -
Others 338 123 461 360 560 920
17,003 16,157 33,160 15,850 15,200 31,050
Non-controlling interests’ share of HPH
Trust’s depreciation and amortisation - 221 221 - 221 221
17,003 16,378 33,381 15,850 15,421 31,271

represents the Group’s attributable share of HPH Trust’s depreciation and amortisation based on the
effective shareholdings in HPH Trust during 2014. Depreciation and amortisation reduced by HK$221
million for both 2014 and 2013, being adjustments to exclude non-controlling interests’ share of
depreciation and amortisation of HPH Trust.
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(e)  The following is an analysis of the Group’s capital expenditure by operating segments:

Capital expenditure

Fixed assets, Brand Fixed assets, Brand

investment Telecom-  names and investment Telecom-  names and
properties and  munications other 2014 properties and  munications other 2013
leasehold land licences rights Total leasehold land licences rights Total

HKS$ millions  HK$ millions ~ HKS$ millions ~ HK$ millions HKS$ millions ~ HK$ millions ~ HKS$ millions  HK$ millions

Ports and related services 3,943 - 48 3,991 7,060 - 11 7,071
Hutchison Ports Group other
than HPH Trust 3,943 - 48 3,991 7,060 - 11 7,071
HPH Trust - - - - - - - -
Property and hotels 152 - - 152 535 - - 535
Retail 2,449 - - 2,449 2,264 - - 2,264
Cheung Kong Infrastructure 292 - 13 305 406 - 11 417
Husky Energy - - - - - - - -
3 Group Europe 11,144 38 127 11,309 10,116 6,824 60 17,000
Hutchison Telecommunications
Hong Kong Holdings 1,174 3 40 1,217 1,239 4 23 1,266
Hutchison Asia
Telecommunications 1,906 - 1 1,907 1,621 - - 1,621
Finance & Investments and
Others 229 - - 229 319 - - 319
Finance & Investments - - - - - - - -
Others 229 - - 229 319 - - 319
21,289 41 229 21,559 23,560 6,828 105 30,493

(f)  The following is an analysis of the Group’s total assets by operating segments:

Total assets

Investments in Investments in

Comp.allly z'md associated Comp.al}y z'md associated
Subsidiaries companies and 2014 Subsidiaries companies and 2003
Segment  Deferred interests in Total Segment  Deferred interests in Total
assets (9 tax assets joint ventures assets  assets (¥ tax assets joint ventures assets

HK$ millions HKS$ millions HKS millions HK$ millions HKS$ millions HK$ millions HK$ millions HKS$ millions

Ports and related services 69,324 198 25,799 95,321 71,164 169 27,548 98,881
Hutchison Ports Group other than HPH
Trust 69,324 198 12,246 81,768 71,164 169 13,483 84,816
HPH Trust - - 13,553 13,553 - - 14,065 14,065
Property and hotels 75,558 36 47,506 123,100 53,049 21 42,839 95,909
Retail 37,198 881 4,961 43,640 39,329 670 5,035 45,034
Cheung Kong Infrastructure 21,299 15 112,686 134,000 20,134 21 85,589 105,744
Husky Energy - - 47,800 47,800 - - 51,833 51,833
3 Group Europe 225,498 17,785 7 243,290 235,401 17,265 18 252,684
Hutchison Telecommunications Hong Kong
Holdings 19,174 258 466 19,898 19,169 369 715 20,253
Hutchison Asia Telecommunications 22,260 1 - 22,261 20,785 1 - 20,786
Finance & Investments and Others 147,470 29 2,936 150,435 114,614 30 4,831 119,475
Finance & Investments 130,516 - - 130,516 89,947 - - 89,947
Others 16,954 29 2,936 19.919 24,667 30 4.831 29.528
618,381 19,203 242,161 879,745 573,645 18,546 218,408 810,599
Reconciliation item © 2 - 3,688 3,690 - 2 4921 4,923
618,383 19,203 245,849 883,435 573,645 18,548 223,329 815,522

@ the reconciliation item comprises total assets of HTAL.
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(g)  The following is an analysis of the Group’s total liabilities by operating segments:

Total liabilities

Current & Current &
non-current non-current
borrowings Current & borrowings Current &
and other deferred 2014 and other deferred 2013
Segment non-current tax Total Segment non-current tax Total
liabilities liabilities liabilities liabilities ~liabilities ' liabilities liabilities liabilities
HK$ millions HKS millions HKS$ millions HK$ millions  HK$ millions HKS millions HKS$ millions  HK$ millions
Ports and related services 16,210 20,367 4,707 41,284 17,031 28,559 4,843 50,433
Hutchison Ports Group other than
HPH Trust 16,210 20,367 4,707 41,284 17,031 28,559 4,843 50,433
HPH Trust - - - - - - - -
Property and hotels 3,049 418 3,062 6,529 4,156 409 2,730 7,295
Retail 25,062 13,941 1,345 40,348 24,670 87 1,066 25,823
Cheung Kong Infrastructure 5211 18,709 1,212 25,132 5,200 13,443 1,532 20,175
Husky Energy - - - - - - - -
3 Group Europe 26,131 68,018 193 94,342 23,630 101,565 930 126,125
Hutchison Telecommunications Hong
Kong Holdings 3,718 4719 437 8,934 3,860 5447 356 9,663
Hutchison Asia Telecommunications 3817 1,284 3 5,104 3,151 1,550 3 4,704
Finance & Investments and Others 6,963 132471 3259 142,699 8,085 84,776 2,087 94,948
Finance & Investments - 117,597 - 117,597 - 78,011 - 78,011
Others 6.963 14,880 3,259 25,102 8,085 6.765 2,087 16,937
90,221 259,933 14218 364,372 89,783 235,836 13,547 339,166
Reconciliation item © 1 - - 1 124 - - 124
90,222 259,933 14218 364,373 89,907 235,836 13,547 339,290
@ the reconciliation item comprises total liabilities of HTAL.
Additional information in respect of geographical locations
(h)  Additional disclosures of the Group’s revenue by geographical locations are shown below:
Revenue
Company and  Associates 2014 Company and  Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total
HKS millions HKS$ millions  HKS$ millions % HKS$ millions HKS$ millions  HK$ millions %
Hong Kong 58,688 7,027 65,715 16% 53,536 8,676 62,212 15%
Mainland China 30,510 14315 44,825 1% 27,152 21,667 48,819 12%
Europe 128,338 54,369 182,707 43% 120,969 49,740 170,709 41%
Canada ™ 71 56,351 56,422 13% 96 59,551 59,647 14%
Asia, Australia and others 38,126 11,758 49,884 12% 37,380 11,752 49,132 12%
Finance & Investments
and Others 16,428 5,491 21,919 5% 17,101 5313 22,414 6%
272,161 149,311 4214720 100% 256,234 156,699 412,933 100%

(1)  see note 5(a) for reconciliation to total revenue included in the Group’s income statement.
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Additional disclosures of the Group’s EBITDA by geographical locations are shown below:

Hong Kong

Mainland China

Europe

Canada

Asia, Australia and others

Finance & Investments
and Others

EBITDA before property
revaluation and profits
on disposal of
investments and others

Hong Kong

Mainland China

Europe

Canada ™

Asia, Australia and others

Finance & Investments
and Others

EBIT before property
revaluation and profits
on disposal of
investments and others

Change in fair value of
investment properties

EBITDA ™
Company and  Associates 2014 Company and  Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total
HKS$ millions HKS$ millions ~ HKS$ millions % HKS$ millions HKS$ millions  HKS$ millions %
8,530 3,271 11,801 12% 8,765 4,741 13,506 14%
7,596 5,923 13,519 14% 5,320 8,871 14,191 15%
24,673 17,569 42,242 43% 21,158 15,767 36,925 39%
51 13,151 13,202 13% 83 14,550 14,633 15%
8,356 5,553 13,909 14% 9,387 4,826 14213 15%
2,646 1,554 4,200 4% 439 1,740 2,179 2%
51,852 47,021 98,873 100% 45,152 50,495 95,647 100%
(2)  see note 5(b) for reconciliation to total EBITDA included in the Group’s income statement.
Additional disclosures of the Group’s EBIT by geographical locations are shown below:
EBIT ™
Company and  Associates 2014 Company and  Associates 2013
Subsidiaries and JV Total Subsidiaries and JV Total
HKS millions HKS$ millions  HKS$ millions % HKS millions HKS$ millions  HK$ millions %
6,614 2,019 8,633 13% 6,861 3,253 10,114 16%
6,854 4,167 11,021 17% 4,693 7,879 12,572 19%
14,007 13,488 27,495 42% 11,391 12,607 23,998 37%
52 5,710 5,762 9% 83 6,987 7,070 11%
5,014 4,049 9,003 14% 6,195 3,389 9,584 15%
2,308 1,431 3,739 5% 79 1,180 1,259 2%
34,849 30,864 65,713 100% 29,302 35,295 64,597 100%
I I
24,678 514 25,192 26 2 28
59,527 31,378 90,905 29,328 35,297 64,625

EBIT

(3)  see note 5(c) for reconciliation to total EBIT included in the Group’s income statement.
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Additional disclosures of the Group’s capital expenditure by geographical locations are shown below:

Capital expenditure

Fixed assets, Brand Fixed assets, Brand

investment Telecom- names investment Telecom- names
properties and munications  and other 2014  properties and munications  and other 2013
leasehold land licences rights Total  leasehold land licences rights Total

HKS millions HKS millions HK$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions

Hong Kong 1,830 3 43 1,876 2,008 4 25 2,037
Mainland China 911 - - 911 1,654 - - 1,654
Europe 13,250 38 127 13,415 12,460 6,824 60 19,344
Canada - - - - - - - -
Asia, Australia and others 5,069 - 59 5,128 7,119 - 20 7,139

Finance & Investments and
Others 229 - - 229 319 - - 319
21,289 41 229 21,559 23,560 6,828 105 30,493

Additional disclosures of the Group’s total assets by geographical locations are shown below:

Total assets

Investments Investments
in associated in associated
Company and . Company and .
L companies 0 companies
Subsidiaries . Subsidiaries .
——————— — and interests ——————— — and interests
Segment Deferred in joint 2014 Segment Deferred in joint 2013
assets @ tax assets ventures Total assets @V tax assets ventures  Total assets

HK$ millions HKS millions ~ HKS millions HKS$ millions HKS millions HK$ millions — HKS$ millions HKS$ millions

Hong Kong 101,174 300 45,589 147,063 71,353 417 28,724 106,494
Mainland China 15,635 629 66,320 82,584 14,264 495 65,724 80,483
Europe 281,208 18,058 57,787 357,053 294,553 17,424 56,252 368,229
Canada 390 - 44,834 45,224 329 - 47,701 48,030
Asia, Australia and others 72,506 187 28,383 101,076 72,532 182 20,097 92,811

Finance & Investments and
Others 147,470 29 2,936 150,435 114,614 30 4,831 119,475
618,383 19,203 245,849 883,435 573,645 18,548 223,329 815,522

EBITDA (LBITDA) represents the EBITDA (LBITDA) of the Company and subsidiary companies as
well as the Group’s share of the EBITDA (LBITDA) of associated companies and joint ventures
except for HPH Trust which are included based on the Group’s effective share of EBITDA for this
operation. EBITDA (LBITDA) is defined as earnings (losses) before interest expenses and other
finance costs, tax, depreciation and amortisation, and includes profits on disposal of investments and
other earnings of a cash nature but excludes change in fair value of investment properties.
Information concerning EBITDA (LBITDA) has been included in the Group’s financial information
and consolidated financial statements and is used by many industries and investors as one measure of
gross cash flow generation. The Group considers EBITDA (LBITDA) to be an important performance
measure which is used in the Group’s internal financial and management reporting to monitor
business performance. EBITDA (LBITDA) is therefore presented as a measure of segment results in
accordance with HKFRS 8. EBITDA (LBITDA) is not a measure of cash liquidity or financial
performance under generally accepted accounting principles in Hong Kong and the EBITDA
(LBITDA) measures used by the Group may not be comparable to other similarly titled measures of
other companies. EBITDA (LBITDA) should not necessarily be construed as an alternative to cash
flows or results from operations as determined in accordance with generally accepted accounting
principles in Hong Kong.

EBIT (LBIT) represents the EBIT (LBIT) of the Company and subsidiary companies as well as the

Group’s share of the EBIT (LBIT) of associated companies and joint ventures except for HPH Trust
which are included based on the Group’s effective share of EBIT for this operation. EBIT (LBIT) is
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defined as earnings (losses) before interest expenses and other finance costs and tax. Information
concerning EBIT (LBIT) has been included in the Group’s financial information and consolidated
financial statements and is used by many industries and investors as one measure of results from
operations. The Group considers EBIT (LBIT) to be an important performance measure which is used
in the Group’s internal financial and management reporting to monitor business performance. EBIT
(LBIT) is therefore presented as a measure of segment results in accordance with HKFRS 8. EBIT
(LBIT) is not a measure of financial performance under generally accepted accounting principles in
Hong Kong and the EBIT (LBIT) measures used by the Group may not be comparable to other
similarly titled measures of other companies. EBIT (LBIT) should not necessarily be construed as an
alternative to results from operations as determined in accordance with generally accepted accounting
principles in Hong Kong.

Included in EBITDA and EBIT of Hutchison Asia Telecommunications in 2014 are compensation
contributions amounting to HK$238 million (2013 — HK$717 million).

Included in capital expenditures of 3 Group Europe in 2014 is the effect of foreign exchange
translation of overseas subsidiaries’ fixed assets balances at 31 December 2014 which has an effect
of decreasing total expenditures by HK$1,066 million (2013 - increasing total expenditures by
HK$150 million).

Segment assets comprise fixed assets, investment properties, leasehold land, telecommunications
licences, goodwill, brand names and other rights, other non-current assets, liquid funds and other
listed investments, cash and cash equivalents and other current assets. As additional information,
non-current assets (excluding financial instruments, deferred tax assets, post-employment benefits
assets and assets from insurance contracts) for Hong Kong, Mainland China, Europe, Canada, and
Asia, Australia and others amounted to HK$135,318 million (2013 — HK$96,779 million), HK$76,697
million (2013 — HK$76,967 million), HK$295,629 million (2013 — HK$305,349 million), HK$44,876
million (2013 - HK$47,742 million) and HK$78,254 million (2013 - HK$69,478 million)
respectively.

Included in total assets of 3 Group Europe is unrealised foreign currency exchange losses arising in
2014 of HK$13,469 million (2013 — gains of HK$3,129 million) from the translation of overseas
subsidiaries accounts to Hong Kong dollars with an offsetting amount recorded in exchange reserve.

Segment liabilities comprise trade and other payables and pension obligations.

Current and non-current borrowings comprise bank and other debts and interest bearing loans from
non-controlling shareholders.

Include contribution from the United States of America for Husky Energy.
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6 PROFITS ON DISPOSAL OF INVESTMENTS AND OTHERS

Year ended 31 December 2014
Profits on disposal of investments
Marked-to-market gain on CKI's investment in
AGN @

Others
Impairment of goodwill and store closure
provisions
Provisions relating to the restructuring of 3
Ireland business
Impairment charges on certain port assets and
related provisions @

HTAL - share of operating losses of joint venture
VHA ©

Profits on disposal of investments
Share of an associated company’s gain on
disposal
Others
Share of Husky Energy’s impairment charge on
certain crude oil and natural gas assets

Year ended 31 December 2013
Profits on disposal of investments
3 Austria — one-time net gain
Gain on disposal of partial interest in Westports in
Malaysia at IPO ™

Others
HTAL - share of operating losses of joint venture
VHA ©

Others
Share of Husky Energy’s impairment charge on
certain crude oil and natural gas assets

Attributable to

Ordinary Holders of
shareholders perpetual

of the capital  Non-controlling
Company securities interests Total
HKS$ millions HKS$ millions HKS$ millions HKS$ millions
1,748 - 489 2,237
(652) - - (652)
(3,388) - - (3,388)
(581) - (177 (758)
(4,621) - (177) (4,798)
(2,873) - 312 (2,561)
(1,732) - (239) (1,971)
(4,605) - 73 (4,532)
16,066 - 4,488 20,554
(1,413) - - (1,413)
14,653 - 4,488 19,141
569 - - 569
1,056 - 264 1,320
1,625 - 264 1,889
(1,458) - (201) (1,659)
167 - 63 230
(504) - - (504)
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It represents a marked-to-market gain on CKI’s investments in Australian Gas Networks Limited
(“AGN”) (formerly known as Envestra Limited) realised upon the disposal of its interest in AGN to a
joint venture on the AGN acquisition.

In 2014, the Group recognised provisions of HK$652 million on the impairment of goodwill and
store closure of the Marionnaud businesses to exit Poland and downsize operations in Portugal and
Spain.

In 2014, the Group recognised provisions relating to the restructuring of 3 Ireland business on the
acquisition of O, Ireland. The main classes of accounts affected by the provisions are fixed assets
(see note 13), brand names and other rights (see note 18), and other payables and accruals (see note
26).

In 2014, the Group recognised impairment charges on certain port assets (see note 13) and related
provisions.

VHA is undergoing a shareholder-sponsored restructuring under the leadership of the other
shareholder under the applicable terms of the shareholders’ agreement. In order to assist in providing
a meaningful analysis of the ongoing operating activities, HTAL’s share of VHA’s results for the
years ended 31 December 2014 and 2013 are presented as separate items above to separately identify
them from the recurring earnings profile during this phase.

It represents the Group’s share of the gain arising from listed associated company, Power Assets
Holdings Limited’s separate listing of its Hong Kong electricity business on the Main Board of the
Stock Exchange of Hong Kong.

In 2013, the Group recognised a one-time net gain of HK$569 million, arising from the disposal of
certain non-core telecommunications assets in Austria of HK$2,648 million, upon completion of the
acquisition of Orange Austria, net with one-time costs of HK$2,079 million mainly relating to the
restructuring of 3 Austria’s business on the acquisition of Orange Austria. The relating tax effect is a
tax credit of HK$389 million.

In 2013, the Group recognised a one-time gain of HK$1,056 million, arising on the Group’s reduced

interest in Westports Holdings Bhd (“Westports”) following Westports’ successful initial public
offering of its shares.
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7 DIRECTORS’ EMOLUMENTS

Directors’ emoluments comprise payments to directors by the Company and its subsidiaries in connection
with the management of the affairs of the Company and its subsidiaries. The emoluments of each of the directors
of the Company exclude amounts received from the Company’s listed subsidiaries and paid to the Company. The
amounts paid to each director for both 2014 and 2013 are as below (also see Corporate Governance Report):

2014
Basic salaries,
allowances Provident ~ Inducement or
Director’s and Discretionary fund compensation Total
Name of directors Fees  benefits-in-kind bonuses contributions fees emoluments

HKS millions HKS$ millions HKS$ millions HKS millions HKS$ millions HKS millions

LI Ka-shing @ © 0.05 - - - - 0.05
LI Tzar Kuoi, Victor
Paid by the Company 0.12 4.59 50.35 - - 55.06
Paid by Cheung Kong
Infrastructure 0.08 - 24.01 - - 24.09
Paid to the Company (0.08) - - - - (0.08)
0.12 4.59 74.36 - - 79.07
FOK Kin Ning, Canning 0.12 10.84 183.12 2.22 - 196.30
CHOW WOO Mo Fong, Susan ® 0.12 8.01 41.11 1.59 - 50.83
Frank John SIXT ® 0.12 8.03 39.83 0.69 - 48.67
LAI Kai Ming, Dominic 0.12 5.45 39.26 1.01 - 45.84
KAM Hing Lam
Paid by the Company 0.12 2.30 8.96 - - 11.38
Paid by Cheung Kong
Infrastructure 0.08 420 10.27 - - 14.55
Paid to the Company (0.08) (4.20) - - - (4.28)
0.12 2.30 19.23 - - 21.65
LEE Yeh Kwong, Charles ¥ 0.12 - - - - 0.12
George Colin MAGNUS
Paid by the Company 0.12 - - - - 0.12
Paid by Cheung Kong
Infrastructure 0.08 - - - - 0.08
0.20 - - - - 0.20
CHENG Hoi Chuen, Vincent © © ® ® 0.15 - - - - 0.15
Michael David KADOORIE 0.12 - - - - 0.12
Holger KLUGE © © 0 @ 0.16 - - - - 0.16
LEE Wai Mun, Rose © 0.12 - - - - 0.12
William SHURNIAK © ©) 0.25 - - - - 0.25
WONG Chung Hin © © ® 031 - - - - 031
Total 2.20 39.22 396.91 5.51 - 443.84

(a) No remuneration was paid to Mr Li Ka-shing during the year other than a director’s fee of
HK$50,000 (2013 — HK$50,000) which he paid to Cheung Kong (Holdings) Limited.

(b)  Directors’ fees received by these directors from the Company’s listed subsidiaries during the period
they served as executive directors or non-executive directors that have been paid to the Company are

not included in the amounts above.

(c)  Independent non-executive director. The total emoluments of the independent non-executive directors
of the Company are HK$1,110,000 (2013 — HK$1,110,000).

(d)  Non-executive director.
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(e) Member of the Audit Committee.

(f) Member of the Remuneration Committee.

(g) Resigned on 10 July 2014.

(h)  Appointed on 10 July 2014.

@) Appointed on 18 January 2013.

Name of directors

LI Ka-shing @ ©
LI Tzar Kuoi, Victor
Paid by the Company
Paid by Cheung Kong
Infrastructure
Paid to the Company

FOK Kin Ning, Canning ®

CHOW WOO Mo Fong, Susan ®

Frank John SIXT ®
LAI Kai Ming, Dominic ®
KAM Hing Lam
Paid by the Company
Paid by Cheung Kong
Infrastructure
Paid to the Company

LEE Yeh Kwong, Charles © @

George Colin MAGNUS @
Paid by the Company
Paid by Cheung Kong

Infrastructure

Michael David KADOORIE ©
Holger KLUGE © © ®

LEE Wai Mun, Rose )
William SHURNTAK © ©
WONG Chung Hin © © ®

Total

2013
Basic salaries,
allowances Provident  Inducement or

Director’s and Discretionary fund compensation Total
Fees  benefits-in-kind bonuses contributions fees emoluments
HKS$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions
0.05 - - - - 0.05
0.12 4.59 47.95 - - 52.66
0.08 - 2287 - - 22.95
(0.08) - - - - (0.08)
0.12 4.59 70.82 - - 75.53
0.12 10.85 175.00 222 - 188.19
0.12 8.01 39.16 1.59 - 48.88
0.12 7.99 37.88 0.69 - 46.68
0.12 544 37.39 1.01 - 43.96
0.12 2.30 8.54 - - 10.96
0.08 4.20 9.78 - - 14.06
(0.08) (4.20) - - - (4.28)
0.12 2.30 18.32 - - 20.74
0.11 - - - - 0.11
0.12 - - - - 0.12
0.08 - - - - 0.08
0.20 - - - - 0.20
0.12 - - - - 0.12
0.31 - - - - 0.31
0.12 - - - - 0.12
0.25 - - - - 0.25
0.31 - - - - 0.31
2.19 39.18 378.57 5.51 - 42545

The Company does not have an option scheme for the purchase of ordinary shares in the Company. None of the

directors have received any share-based payments from the Company or any of its subsidiaries during the year (2013 —

nil).
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In 2014, the five individuals whose emoluments were the highest for the year were four directors of the Company
and one director of a subsidiary of the Company. The remuneration of the director of the subsidiary company consisted of
basic salary, allowances and benefits-in-kind — HKS$2.76 million; provident fund contribution — HK$0.19 million;
discretionary bonus — HK$4.8 million and cash value of share options exercised during the year — HK$72.42 million.

In 2013, the five individuals whose emoluments were the highest for the year were five directors of the Company.
8 INTEREST EXPENSES AND OTHER FINANCE COSTS

2014 2013
HKS$ millions HKS$ millions

Bank loans and overdrafts 1,363 1,306
Other loans repayable within 5 years 101 73
Other loans not wholly repayable within 5 years 23 28
Notes and bonds repayable within 5 years 3,740 3,374
Notes and bonds not wholly repayable within 5 years 2,014 2,652
7,241 7,433
Interest bearing loans from non-controlling shareholders repayable within 5
years 176 186
Interest bearing loans from non-controlling shareholders not wholly repayable
within 5 years 3 5
7,420 7,624
Amortisation of loan facilities fees and premiums or discounts relating to
borrowings 309 274
Notional non-cash interest accretion 338 422
Other finance costs 86 244
8,153 8,564
Less: interest capitalised ® (103) (173)
8,050 8,391

(a) Notional non-cash interest accretion represents notional adjustments to accrete the carrying amount of
certain obligations recognised in the statement of financial position such as asset retirement obligation to
the present value of the estimated future cash flows expected to be required for their settlement in the
future.

(b) Borrowing costs have been capitalised at various applicable rates ranging from 0.5% to 6.6% per annum
(2013 - 0.1% to 6.6% per annum).

9 TAX
Current tax Deferred tax 2014 Total Current tax Deferred tax 2013 Total
HKS$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions HKS$ millions
Hong Kong 522 316 838 601 378 979
Outside Hong Kong 3,785 (656) 3,129 3,630 191 3,821

4,307 (340) 3,967 4,231 569 4,800

Hong Kong profits tax has been provided for at the rate of 16.5% (2013 — 16.5%) on the estimated
assessable profits less estimated available tax losses. Tax outside Hong Kong has been provided for at the
applicable rate on the estimated assessable profits less estimated available tax losses.

—V-41 -



APPENDIX V

FINANCIAL INFORMATION OF THE GROUP

The differences between the Group’s expected tax charge (credit), calculated at the domestic rates
applicable to the country concerned, and the Group’s tax charge (credit) for the years were as follows:

Tax calculated at the domestic rates applicable in the country concerned
Tax effect of:
Tax losses not recognised
Tax incentives
Income not subject to tax
Expenses not deductible for tax purposes
Recognition of previously unrecognised tax losses
Utilisation of previously unrecognised tax losses
Under provision in prior years
Deferred tax assets written off
Other temporary differences
Effect of change in tax rate

Total tax for the year

10  DISTRIBUTIONS AND DIVIDENDS

Distributions paid on perpetual capital securities

Dividends paid and payable on ordinary shares
First interim dividend, paid of HK$0.66 per share (2013 — HK$0.60)
Second interim dividend, in lieu of Final dividend, payable of HK$1.755
per share (2013 — Final dividend, HK$1.70)

Special dividend, paid of HK$7.00 per share (2013 — nil)

2014 2013
HKS$ millions HKS$ millions
9,785 5,537
2,200 1,216
- 21
(5,272) (1,034)
1,362 1,066
(2,500) (1,747)
(188) (56)

9 669

- 7)
(1,351) (745)
(78) (78)
3,967 4,800
2014 2013

HKS$ millions

HK$ millions

1,980 1,351
2,814 2,558
7,482 7,248
10,296 9,806
29,843 -
40,139 9,806

11 EARNINGS PER SHARE FOR PROFIT ATTRIBUTABLE TO ORDINARY SHAREHOLDERS OF

THE COMPANY

The calculation of earnings per share is based on profit attributable to ordinary shareholders of the
Company HKS$67,156 million (2013 — HK$31,112 million) and on 4,263,370,780 shares in issue during 2014

(2013 - 4,263,370,780 shares).

The Company has no share option scheme. Certain of the Company’s subsidiary and associated companies
have employee share options outstanding as at 31 December 2014. The employee share options of these subsidiary
and associated companies outstanding as at 31 December 2014 did not have a dilutive effect on earnings per

share.
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OTHER COMPREHENSIVE INCOME (LOSSES)

Available-for-sale investments:
Valuation gains recognised directly in reserves
Valuation gains previously in reserves recognised in

income statement

Remeasurement of defined benefit obligations recognised
directly in reserves

Losses on cash flow hedges arising from forward foreign
currency contracts and interest rate swap contracts
recognised directly in reserves

Losses on translating overseas subsidiaries’ net assets
recognised directly in reserves

Gains previously in exchange and other reserves related to
subsidiaries, associated companies and joint ventures
disposed during the year recognised in income statement

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income (losses) of joint
ventures

Available-for-sale investments:
Valuation gains recognised directly in reserves
Valuation losses previously in reserves recognised in

income statement

Remeasurement of defined benefit obligations recognised
directly in reserves

Gains on cash flow hedges arising from forward foreign
currency contracts and interest rate swap contracts
recognised directly in reserves

Losses on translating overseas subsidiaries’ net assets
recognised directly in reserves

Gains previously in exchange reserve related to subsidiaries
and associated companies disposed during the year
recognised in income statement

Share of other comprehensive income (losses) of associated
companies

Share of other comprehensive income of joint ventures
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2014

Before-tax
amount

Tax effect

Net-of-tax
amount

HKS$ millions

HKS$ millions

HKS$ millions

1,176 61) 1,115
(480) - (480)
(324) 75 (249)
Q) 8 3
(16,653) - (16,653)
(3,636) - (3,636)
(4,854) - (4,854)
(5,205) - (5,205)
(29,981) 22 (29,959)
2013
Before-tax Net-of-tax
amount Tax effect amount

HKS$ millions

HKS$ millions

HKS$ millions

382 (64) 318

6 - 6

694 84 778
346 12) 334
(1,774) - (1,774)
(152) - (152)
(3,237) - (3,237)
474 - 474
(3,261) 8 (3,253)
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FIXED ASSETS

Cost

At 1 January 2013

Additions

Relating to subsidiaries acquired

Disposals

Relating to subsidiaries disposed

Transfer from (to) other assets

Transfer between categories / investment properties /
leasehold land

Exchange translation differences

At 1 January 2014

Additions

Relating to subsidiaries acquired

Disposals

Relating to subsidiaries disposed

Write-off for the year

Transfer to other assets

Transfer between categories / leasehold land
Exchange translation differences

At 31 December 2014

Accumulated depreciation and impairment

At 1 January 2013

Relating to subsidiaries acquired

Charge for the year

Disposals

Relating to subsidiaries disposed

Impairment recognised for the year ®

Transfer from (to) other assets

Transfer between categories / investment properties /
leasehold land

Exchange translation differences

At 1 January 2014

Relating to subsidiaries acquired

Charge for the year

Disposals

Relating to subsidiaries disposed

Impairment recognised and write-off for the year
Transfer to other assets

Transfer between categories / leasehold land
Exchange translation differences

At 31 December 2014

Net book value
At 31 December 2014

At 31 December 2013

At 1 January 2013

Land and
buildings

Telecom-
munications
network assets

Other assets

Total

HK$ millions

HKS$ millions

HKS$ millions

HKS$ millions

47,970 137,877 106,315 292,162
3,078 2,207 17,320 22,605
527 822 1,047 2,396
(688) (1,174) (3,198) (5,060)
- - (5) ®)
(443) 8 193 (242)
1,566 6,264 (5,591) 2,239
27 160 1,435 1,568
51,983 146,164 117,516 315,663
2,218 2,689 16,277 21,184
1 660 67 728
(342) (662) (3,317) (4,321)
“4) — “4) ®)
- (552) (15) (567)
(253) - (14) (267)
890 7,693 (8,036) 547
(1,763) (10,783) (7,429) (19,975)
52,730 145,209 115,045 312,984
11,803 49,831 62,940 124,574
146 42 518 706
1,291 7,227 5,328 13,846
(46) (976) (2,987) (4,009)
- - 4) “4)

- 426 - 426

(5) 3 6 4

28 746 369 1,143

72 633 948 1,653
13,289 57,932 67,118 138,339
- - 2 2
1,414 7,173 6,117 14,704
(106) (638) (3,113) (3.857)
(1) - (3) “4)

140 (163) 219 196
(124) - (106) (230)
(10) (892) 923 21
(504) (3,477) (5,440) (9,421)
14,098 59,935 65,717 139,750
38,632 85,274 49,328 173,234
38,694 88,232 50,398 177,324
36,167 88,046 43375 167,588
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(a) Mainly relates to restructuring of 3 Ireland (see note 6(c)) and impairment on port assets (see note

6(d)).
(b)  Mainly relates to restructuring of 3 Austria (see note 6(g)).

Land and buildings include projects under development in the amount of HK$3,527 million (2013 -
HK$4,102 million).

Cost and net book value of fixed assets include HK$149,644 million (2013 — HK$153,058 million) and
HK$84,404 million (2013 — HK$87,820 million) respectively, relating to 3 Group Europe. Impairment tests were
undertaken at 31 December 2014 and 31 December 2013 to assess whether the carrying value of the Group’s 3G
telecommunications licences and network assets were supported by the net present value of future cash flows
forecast to be derived from the use of these assets for each respective business. Note 3(b) contains information
about the estimates, assumptions and judgements relating to the impairment tests. Save as disclosed above, the
results of the tests undertaken as at 31 December 2014 and 31 December 2013 indicated that no other impairment
charge was necessary.

14 INVESTMENT PROPERTIES

2014 2013
HKS$ millions HKS$ millions

Valuation

At 1 January 42,454 43,652
Additions 105 423
Disposals 21) (98)
Relating to subsidiaries disposed (1,032) (573)
Change in fair value of investment properties 24,678 26
Transfer to fixed assets - (1,040)
Exchange translation differences 27 64
At 31 December 66,211 42,454

The Group’s investment properties comprise:

2014 2013
HKS$ millions HKS$ millions

Hong Kong
Long leasehold (not less than 50 years) 30,345 17,303
Medium leasehold (less than 50 years but not less than 10 years) 35,079 23,347

Outside Hong Kong

Freehold 725 708
Medium leasehold 62 1,096
66,211 42,454
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At 31 December, the analysis of the Group’s aggregate future minimum lease payments receivable under

non-cancellable operating leases is as follows:

2014 2013

HKS$ millions HKS$ millions

Within 1 year 2,955 2,975
After 1 year, but within 5 years 4,407 5,874
After 5 years 1,204 126

(a) Fair value measurements

The table below analyses recurring fair value measurements for investment properties located in
Hong Kong and outside Hong Kong. These fair value measurements are categorised into different levels in

the fair value hierarchy based on the inputs to valuation techniques used.

Level 1 Level 2 Level 3 Total
HKS$ millions HKS$ millions HKS$ millions HKS$ millions

At 31 December 2014
Hong Kong - 304 65,120 65,424
Outside Hong Kong — — 787 787
- 304 65,907 66,211
Level 1 Level 2 Level 3 Total
HKS$ millions HKS$ millions HKS$ millions HKS$ millions

At 31 December 2013
Hong Kong - 268 40,382 40,650
Outside Hong Kong - - 1,804 1,804
- 268 42,186 42,454

There were no transfers among Level 1, Level 2 and Level 3 during the year. The Group’s policy is
to recognise transfers into / out of fair value hierarchy levels as of the date of the event or change in

circumstances that caused the transfer.

Investment properties have been fair valued as at 31 December 2014 and 31 December 2013 by DTZ
Debenham Tie Leung Limited, professional valuers. The fair value of the investment properties was
determined based on, amongst other things, comparable market transactions, rental income from current
leases and assumptions about rental income from future leases in the light of current market conditions.
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The movements of the balance of investment properties measured at fair value based on Level 3 are

as follows:

At 1 January

Additions

Disposals

Relating to subsidiaries disposed

Change in fair value of investment properties
Transfer to fixed assets

Exchange translation differences

At 31 December

2014

2013

HKS$ million

HKS$ million

42,186 43,414
105 423
21 (98)

(1,032) (573)

24,678 (4)

- (1,040)
) 64
65,907 42,186

The valuations are derived using the income capitalisation method. This method is based on the
capitalisation of net income with due allowance for outgoings and reversionary income potential by
adopting appropriate capitalisation rates, which are derived from analysis of sale transactions and valuers’
interpretation of prevailing investor requirements or expectations. The prevailing market rents adopted in
the valuation are referenced to valuers’ view of recent lettings, within the subject properties and other

comparable properties.

Information about fair value measurements based on Level 3 fair value hierarchy:

Range of significant
unobservable inputs

2014 Fair Valuation Capitalisation
Description value techniques  Rental rates rates
HK$ million
Office properties in Hong Kong 40,493 Income  HK$22.7 per 4.5% to 5%
capitalisation square foot
method (“pst”) to
HKS$112.7
psf
Commercial properties in Hong 14,296 Income HK$13.5 psf 4.75% to
Kong capitalisation to HK$79.6 6.75%
method psf
Residential properties in Hong Kong 1,529 Income  HKS$14.5 psf 2% to 2.5%
capitalisation to HK$45
method psf
Industrial properties in Hong Kong 8,802 Income HK$6.6 psf 5.5% to
capitalisation to HK$18 5.75%
method psf
Other properties outside Hong Kong 787 Income  HK$49.6 per 6% to 7.5%
capitalisation ~ square meter
method (“psm”) to
HK$151
psm
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Range of significant
unobservable inputs

2013 Fair Valuation Capitalisation

Description value techniques  Rental rates rates

HKS$ million

Office properties in Hong Kong 27,979 Income  HKS$17.9 psf  4.75% to 6%
capitalisation  to HK$112.2
method psf

Commercial properties in Hong 7,527 Income  HKS$10.5 psf 6% to 9.75%
Kong capitalisation to HK$69.7
method psf

Residential properties in Hong Kong 937 Income  HKS$24.8 psf 2.75% to

capitalisation to HK$50.5 3.75%
method psf

Industrial properties in Hong Kong 3,939 Income HK$2.7 psf 8% to 11.5%
capitalisation to HK$17
method psf

Other properties outside Hong Kong 1,804 Income HK$63.5 6% to 8.5%
capitalisation psm to
method HK$281.6
psm

15

For rental rate, the higher the rental rate, the higher the fair value will be. For capitalisation rate, the

higher the capitalisation rate, the lower the fair value will be.

LEASEHOLD LAND

Net book value

At 1 January

Additions

Amortisation for the year
Relating to subsidiaries disposed
Transfer from other assets
Transfer to fixed assets
Exchange translation differences

At 31 December

The Group’s leasehold land comprises:

Outside Hong Kong
Long leasehold
Medium leasehold
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2014 2013

HKS$ millions HKS$ millions
9,849 9,495

- 532

(444) (454)

(2) -

- 217

(526) (56)

(364) 115

8,513 9,849

2014 2013

HKS$ millions HK$ millions
1,005 1,040

7,508 8,809

8,513 9,849
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16 TELECOMMUNICATIONS LICENCES

2014 2013
HKS$ millions HKS$ millions

Net book value

At 1 January 86,576 78,655
Additions 41 6,828
Relating to subsidiaries acquired 2,206 440
Amortisation for the year (894) (774)
Exchange translation differences (6,327) 1,427
At 31 December 81,602 86,576
Cost 109,084 114,999
Accumulated amortisation and impairment (27,482) (28,423)

81,602 86,576

The carrying amount of the Group’s telecommunications licences with indefinite useful life in Italy and the
UK is €3,195 million (2013 — €3,192 million) and £3,367 million (2013 — £3,366 million), respectively.

In accordance with the Group’s accounting policy on asset impairment (see note 2(y)), the carrying values
of telecommunications licences were tested for impairment as at 31 December 2014 and 31 December 2013. Note
3(b) contains information about the estimates, assumptions and judgements relating to telecommunications licences
impairment tests. The results of the tests undertaken as at 31 December 2014 and 31 December 2013 indicated no
impairment charge was necessary.

17 GOODWILL

2014 2013
HKS$ millions HKS$ millions

Cost

At 1 January 38,028 26,492
Relating to subsidiaries acquired 5,783 11,380
Impairment recognised® (323) -
Relating to subsidiaries disposed (409) (161)
Exchange translation differences (3,947) 317
At 31 December 39,132 38,028

The carrying amount of goodwill primarily arises from the acquisition of four retail chains: Marionnaud of
€645 million (2013 — €645 million), Kruidvat of €600 million (2013 — €600 million), The Perfume Shop of £140
million (2013 — £140 million), Superdrug of £78 million (2013 — £78 million), 3 Austria of €970 million (2013 —
€970 million), 3 Italy of €275 million (2013 — €275 million), 3 Ireland of €547 million (2013 — nil), Hutchison
Telecommunications Hong Kong Holdings of HK$3,754 million (2013 — HK$3,754 million) and Hutchison Asia
Telecommunications of HK$864 million (2013 — HK$892 million).

In accordance with the Group’s accounting policy on asset impairment (see note 2(y)), the carrying values
of goodwill were tested for impairment as at 31 December 2014 and 31 December 2013. Note 3(b) contains
information about the estimates, assumptions and judgements relating to goodwill impairment tests. Save as
disclosed above, the results of the tests undertaken as at 31 December 2014 and 31 December 2013 indicated no
other impairment charge was necessary.
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opportunities and management’s long term strategic development.

(a)  Mainly relates to store closures of the Marionnaud businesses to exit Poland and downsize operations

in Portugal and Spain (see note 6(b)).

BRAND NAMES AND OTHER RIGHTS

Net book value

At 1 January 2014

Additions

Relating to subsidiaries acquired

Impairment recognised and write-off for the year ¢

Disposal
Amortisation for the year
Exchange translation differences

At 31 December 2014

Cost
Accumulated amortisation

Net book value

At 1 January 2013

Additions

Relating to subsidiaries acquired
Impairment recognised for the year ®
Disposal

Transfer from fixed assets
Amortisation for the year

Exchange translation differences

At 31 December 2013

Cost
Accumulated amortisation

)

Brand
names

Other rights

Total

HKS$ millions

HKS$ millions

HKS$ millions

2,129 16,626 18,755

- 229 229

28 1,398 1,426

- (1,970) (1,970)

- (22) (22)

(13) (948) 961)

(183) (1,041) (1,224)

1,961 14,272 16,233

2,045 23,110 25,155

(84) (8,838) (8,922)

1,961 14,272 16,233
Brand

names Other rights Total

HKS$ millions

HKS$ millions

HKS$ millions

1,954 13,374 15,328
- 105 105
132 4,376 4,508
- (622) (622)
- (43) (43)
- 22 22
(13) (763) (776)
56 177 233
2,129 16,626 18,755
2,202 25,404 27,606
(73) (8,778) (8,851)
2,129 16,626 18,755

(a)  Mainly relates to restructuring of 3 Ireland (see note 6(c)).

(b)  Mainly relates to restructuring of 3 Austria (see note 6(g)).

The brand names as at 31 December 2014 primarily resulted from the acquisitions of Marionnaud and The
Perfume Shop in 2005 and are assessed to have indefinite useful lives. The factors considered in the assessment of
the useful lives include analysis of market and competitive trends, product life cycles, brand extension
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The value of brand names acquired in 2005 was determined by an external valuer based on a royalty relief
methodology, a commonly applied approach to valuing brand names, which was completed in December 2005.
Brand names were tested for impairment as at 31 December 2014 and 31 December 2013 and the results of the
tests indicated no impairment charge was necessary.

Other rights, which include rights of use of telecommunications network infrastructure sites of HK$6,942
million (2013 — HK$8,293 million), operating and service content rights of HK$4,517 million (2013 — HK$5,018
million), resource consents and customer lists of HK$2,813 million (2013 — HK$3,315 million) are amortised over
their finite useful lives.

19 ASSOCIATED COMPANIES

2014 2013
HKS$ millions  HK$ millions

Unlisted shares 3,744 3,744
Listed shares, Hong Kong 9,512 9,512
Listed shares, outside Hong Kong 34,617 34,617
Share of undistributed post acquisition reserves 73,292 56,951

121,165 104,824
Amounts due from associated companies 5,251 7,234

126,416 112,058

The market value of the above listed investments at 31 December 2014 was HK$144,274 million (2013 —
HK$151,663 million), inclusive of HK$61,474 million (2013 — HK$81,864 million) and HK$62,386 million (2013
— HK$51,145 million) for material associated companies, namely Husky Energy and Power Assets.

There are no material contingent liabilities relating to the Group’s interests in the associated companies,
save as for those disclosed in note 37.

Set out below are additional information in respect of the Group’s associated companies:

Material associated

companies Other
Husky Power associated
Energy Assets companies 2014 Total

HKS$ millions  HK$ millions HKS$ millions HKS$ millions

Group’s share of the following items of the
associated companies*:
Profits less losses after tax (before profits

on disposal of investments and others) 4,028 3,159 1,979 9,166
Profits on disposal of investments and

others (1,413) 20,554 - 19,141
Other comprehensive income (losses) (3,753) (728) (373) (4,854)
Total comprehensive income (losses) (1,138) 22,985 1,606 23,453
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Group’s share of the following items of the

associated companies*:

Profits less losses after tax (before
impairment charge)

Impairment charge

Other comprehensive income (losses)

Total comprehensive income

Dividends received from associated

companies

Gross amount of the following items of the

associated companies*:

Total revenue

EBITDA

EBIT

Other comprehensive income (losses)
Total comprehensive income (losses)
Current assets

Non-current assets

Current liabilities

Non-current liabilities

Net assets (net of preferred shares)

Reconciliation to the carrying amount of the

*

Particulars regarding the principal associated companies are set forth on pages V-103 to V-110.

Group’s interests in associated companies:
Group’s interest

Group’s share of net assets

Amounts due from associated companies
Adjustment to cost of investment

Carrying amount

after translation into Hong Kong dollars and consolidation adjustments.

Material associated
companies

Other
Husky Power associated
Energy Assets companies 2013 Total
HKS$ millions  HKS$ millions HK$ millions HK$ millions
4,623 4,340 1,470 10,433
(504) - - (504)
(3,197) 206 (246) (3,237)
922 4,546 1,224 6,692
2014 2013

Husky Power Husky Power
Energy Assets Energy Assets
HKS$ millions  HK$ millions HKS$ millions HK$ millions
2,874 2,132 3,092 2,057
168,878 2,131 175,008 11,578
42,419 72,306 43,481 20,121
18,611 67,287 21,207 15,115
(11,046) (1,870) (9,481) 530
(3,352) 59,322 2,636 11,844
31,135 62,100 35,747 10,494
235,059 73,222 240,667 93,605
39,197 2,700 30,265 4,952
84,689 10,486 93,638 30,848
138,736 122,136 150,395 68,299
34% 39% 34% 39%
47,129 47,474 51,104 26,548
671 - 729 -

— 4,546 — 4,546
47,800 52,020 51,833 31,094
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INTERESTS IN JOINT VENTURES

2014 2013
HKS$ millions  HK$ millions

Joint ventures

Unlisted shares 73,499 66,769
Share of undistributed post acquisition reserves 16,411 20,559
89,910 87,328
Amounts due from joint ventures 29,523 23,943
119,433 111,271

There are no material contingent liabilities relating to the Group’s interests in the joint ventures, save as for

those disclosed in note 37.

21

Set out below are the aggregate amount of the Group’s share of the following items of joint ventures:

2014 2013
HKS$ millions  HK$ millions

Profits less losses after tax @ 10,466 12,597
Other comprehensive income (losses) (5,205) 474
Total comprehensive income 5,261 13,071
Capital commitments 1,562 2,123

(a)  From the second half of 2012, VHA is undergoing a shareholder-sponsored restructuring under the
leadership of the other shareholder under the applicable terms of the shareholders’ agreement. Since
then, HTAL’s share of VHA’s results is presented as a separate item under profits on disposal of
investments and others (see note 6(e)) to separately identify it from the recurring earnings profile.

Particulars regarding the principal joint ventures are set forth on pages V-103 to V-110.
DEFERRED TAX

2014 2013
HKS$ millions  HK$ millions

Deferred tax assets 19,203 18,548
Deferred tax liabilities 11,213 10,228
Net deferred tax assets 7,990 8,320
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Movements in net deferred tax assets are summarised as follows:

2014 2013
HKS$ millions  HK$ millions

At 1 January 8,320 9,091
Relating to subsidiaries acquired (170) 271)
Relating to subsidiaries disposed 492 1
Transfer to current tax (13) 27)
Net credit to other comprehensive income 22 8
Net credit (charge) to the income statement
Unused tax losses 916 (107)
Accelerated depreciation allowances (306) (104)
Fair value adjustments arising from acquisitions 176 140
Withholding tax on undistributed earnings (132) (65)
Other temporary differences (314) (433)
Exchange translation differences (1,001) 87
At 31 December 7,990 8,320

Analysis of net deferred tax assets (liabilities):

2014 2013
HKS$ millions  HKS$ millions

Unused tax losses 20,669 19,987
Accelerated depreciation allowances (5,717) (5,558)
Fair value adjustments arising from acquisitions (3,698) (3,920)
Revaluation of investment properties and other investments (11) (307)
Withholding tax on undistributed earnings (398) (302)
Other temporary differences (2,855) (1,580)

7,990 8,320

The Group is subject to income taxes in numerous jurisdictions and significant judgement is required in
determining the worldwide provision for income taxes. To the extent that dividends distributed from investments
in subsidiaries, branches and associates, and interests in joint ventures are expected to result in additional taxes,
appropriate amounts have been provided for. No deferred tax has been provided for the temporary differences
arising from undistributed profits of these companies to the extent that the undistributed profits are considered
permanently employed in their businesses and it is probable that such temporary differences will not reverse in the
foreseeable future.

The deferred tax assets and liabilities are offset when there is a legally enforceable right to set off and
when the deferred income taxes relate to the same fiscal authority. The amounts shown in the consolidated
statement of financial position are determined after appropriate offset.

During the year, deferred tax assets of HK$2,134 million (2013 — HK$1,586 million) have been recognised
for the losses of 3 Group Europe. At 31 December 2014, the Group has recognised accumulated deferred tax
assets amounting to HK$19,203 million (2013 — HKS$18,548 million) of which HK$17,785 million (2013 -
HK$17,265 million) relates to 3 Group Europe.

Note 3(f) contains information about the estimates, assumptions and judgements relating to the recognition
of deferred tax assets for unused tax losses carried forward.
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The Group has not recognised deferred tax assets of HK$22,525 million at 31 December 2014 (2013 —
HK$22,977 million) in respect of unutilised tax losses, tax credits and deductible temporary differences totalling
HK$94,257 million (2013 — HK$96,430 million). These unutilised tax losses, tax credits and deductible temporary
differences can be carried forward against future taxable income. Of this amount, HK$67,210 million (2013 -
HK$73,534 million) can be carried forward indefinitely and the balances expire in the following years:

2014 2013
HKS$ millions  HK$ millions

In the first year 4,406 2,577
In the second year 2,763 3,193
In the third year 2,473 2,484
In the fourth year 9,455 5,350
In the fifth to tenth years inclusive 7,950 9,292

27,047 22,896

22 OTHER NON-CURRENT ASSETS

2014 2013
HKS$ millions  HK$ millions

Other unlisted investments
Loans and receivables

Unlisted debt securities 383 392
Other receivables 3,610 4,020
3,993 4,412

Available-for-sale investments

Unlisted equity securities 1,798 929

Fair value hedges (see note 28(a))
Interest rate swaps 1,262 1,813
Cross currency interest rate swaps - 738

Cash flow hedges (see note 28(a))
Interest rate swaps 14 42
Forward foreign exchange contracts 72 —
7,139 7,934

The carrying value of the unlisted debt securities approximates the fair value as these investments bear
floating interest rates and are repriced within one to six-month periods at the prevailing market interest rates. The
weighted average effective interest rate of unlisted debt securities as at 31 December 2014 is 1.7% (2013 — 1.9%).

Unlisted equity securities where there is a history of dividends are carried at fair value based on the

discounted present value of expected future dividends. The value of the remaining unlisted equity securities are
not significant to the Group.
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23 LIQUID FUNDS AND OTHER LISTED INVESTMENTS

Available-for-sale investments
Managed funds, outside Hong Kong
Listed/traded debt securities, outside Hong Kong
Listed equity securities, Hong Kong
Listed equity securities, outside Hong Kong

Loans and receivables
Long term deposits
Financial assets at fair value through profit or loss

Components of managed funds, outside Hong Kong are as follows:

Listed debt securities
Cash and cash equivalents

2014

2013

HKS$ millions

HKS$ millions

4,576 4,522
2,806 3,725
4,817 2,130
2,641 6,422
14,840 16,799
N 36

301 301
15,141 17,136
2014 2013

HKS$ millions

HKS$ millions

4,566 4,488
10 34
4,576 4,522

Included in listed / traded debt securities outside Hong Kong are notes issued by listed associated company,
Husky Energy Inc. Of the principal amount held of US$103 million as at 31 December 2013, US$78 million
matured and was redeemed during the current year and the balance of US$25 million held as at 31 December

2014 will mature in 2019.

The fair value of the available-for-sale investments and financial assets designated as “at fair value through
profit or loss” are based on quoted market prices. The market value of the liquid funds and other listed
investments excluding long term deposits at 31 December 2014 was HK$15,141 million (2013 — HK$17,100

million).

Loans and receivables, represent long term deposits, are carried at amortised cost, which approximates their
fair value as the deposits carry floating interest rates and are repriced every three months based on the prevailing
market interest rates. The weighted average effective interest rate on long term deposits as at 31 December 2013

was 2.1%.
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At 31 December, liquid funds and other listed investments are denominated in the following currencies:

2014 2013
Financial assets Financial assets
at fair value at fair value
Available-for-sale Loans and through profit  Available-for-sale Loans and through profit
investments receivables or loss investments receivables or loss
Percentage Percentage Percentage Percentage Percentage Percentage
HK dollars 32% - - 13% - -
US dollars 36% - 83% 35% - 83%
Other currencies 32% - 17% 52% 100% 17%
100% - 100% 100% 100% 100%
Listed / traded debt securities as at 31 December presented above are analysed as follows:
2014 2013
Percentage Percentage
Credit ratings
Aaa/AAA 16% 24%
Aal/AA+ 50% 31%
Aa2/AA - 4%
Aa3/AA- 2% 1%
A2/A 1% 1%
Other investment grades 3% 11%
Unrated 28% 28%
100% 100%
Sectorial
US Treasury notes 46% 26%
Government and government guaranteed notes 20% 32%
Husky Energy Inc. notes 3% 11%
Financial institutions notes 3% 3%
Others 28% 28%
100% 100%
Weighted average maturity 3.0 years 3.1 years
Weighted average effective yield 1.63% 1.90%
CASH AND CASH EQUIVALENTS
2014 2013

Cash at bank and in hand
Short term bank deposits

HKS$ millions

HKS$ millions

31,011 24,149
94,307 61,502
125,318 85,651

The carrying amount of cash and cash equivalents approximates their fair value.
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25 TRADE AND OTHER RECEIVABLES

2014 2013
HKS$ millions  HK$ millions

Trade receivables 22,550 24,991
Less: provision for estimated impairment losses for bad debts ® (4,297) (4,296)
Trade receivables — net 18,253 20,695
Other receivables and prepayments 47,167 48,231
Fair value hedges (see note 28(a))
Cross currency interest rate swaps 327 76
Cash flow hedges (see note 28(a))
Forward foreign exchange contracts 829 81
66,576 69,083

Trade and other receivables are stated at the expected recoverable amount, net of any estimated impairment
losses for bad debts where it is deemed that a receivable may not be fully recoverable. The carrying amount of
these assets approximates their fair value.

Trade receivables exposures are managed locally in the operating units where they arise and credit limits
are set as deemed appropriate for the customer. The Group has established credit policies for customers in each of
its core businesses. The average credit period granted for trade receivables ranges from 30 to 45 days. As stated
above, trade receivables which are past due at the end of the reporting period are stated at the expected
recoverable amount, net of provision for estimated impairment losses for bad debts. Given the profile of our
customers and the Group’s different types of businesses, the Group generally does not hold collateral over these
balances.

The Group’s five largest customers contributed less than 4% of the Group’s turnover for the years ended 31
December 2014 and 2013.

(a) At 31 December, the ageing analysis of the trade receivables presented based on the invoice date, is

as follows:
2014 2013
HKS$ millions  HK$ millions
Less than 31 days 11,298 13,571
Within 31 to 60 days 1,767 2,091
Within 61 to 90 days 930 870
Over 90 days 8,555 8,459

22,550 24,991
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(b)

As at 31 December 2014, out of the trade receivables of HK$22,550 million (2013 — HK$24,991
million), HK$15,307 million (2013 — HK$13,956 million) are impaired and it is assessed that a
portion of these receivables is expected to be recoverable. The amount of the provision for estimated
impairment losses for bad debts is HK$4,297 million (2013 — HK$4,296 million). The ageing analysis

of these trade receivables is as follows:

Not past due

Past due less than 31 days
Past due within 31 to 60 days
Past due within 61 to 90 days
Past due over 90 days

Movements on the provision for estimated impairment losses for bad debts are as follows:

At 1 January

Additions

Utilisations

Write back

Exchange translation differences

At 31 December

The ageing analysis of trade receivables not impaired is as follows:

Not past due

Past due less than 31 days
Past due within 31 to 60 days
Past due within 61 to 90 days
Past due over 90 days

- V-59 -

2014 2013

HKS$ millions  HK$ millions
6,759 5,632

1,207 1,108

507 420

457 471

6,377 6,325

15,307 13,956

2014 2013

HKS$ millions  HK$ millions
4,296 4,307

1,886 1,365
(858) (1,123)
(127) (30)
(900) (223)

4,297 4,296

2014 2013

HKS$ millions  HK$ millions
3,344 6,293

1,426 2,077

331 602

421 400

1,721 1,663

7,243 11,035
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27

TRADE AND OTHER PAYABLES

Trade payables ®
Other payables and accruals
Provisions (see note 27)

Interest free loans from non-controlling shareholders

Cash flow hedges (see note 28(a))

Interest rate swaps

Forward foreign exchange contracts

2014 2013

HKS$ millions  HK$ millions
21,760 22,309
63,473 61,901

824 928

1,057 1,181

24 -

1 493

87,139 86,812

The Group’s five largest suppliers accounted for less than 27% of the Group’s cost of purchases for the
year ended 31 December 2014 (2013 — less than 29%).

(a) At 31 December, the ageing analysis of the trade payables is as follows:

Less than 31 days
Within 31 to 60 days
Within 61 to 90 days
Over 90 days

PROVISIONS

At 1 January 2013

Additions

Relating to subsidiaries acquired
Interest accretion

Utilisations

Write back

Exchange translation differences

At 1 January 2014

Additions

Interest accretion

Utilisations

Write back

Exchange translation differences

At 31 December 2014

2014 2013

HKS$ millions  HK$ millions

13,146 15,176

3,401 3,221

1,877 1,607

3,336 2,305

21,760 22,309

Restructuring Assets
and closure retirement

provision obligation Others Total
HKS$ millions  HKS$ millions HKS$ millions HKS$ millions
648 741 450 1,839

14 46 112 172

- 292 - 292

19 38 - 57
177) - (80) (257)
(6) (96) (83) (185)

9 9 13 31

507 1,030 412 1,949

39 47 97 183

16 30 - 46
(36) (16) (46) (98)
7 - (100) (107)
27) (138) (33) (198)

492 953 330 1,775
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Provisions are analysed as:

2014 2013
HKS$ millions  HK$ millions

Current portion (see note 26) 824 928
Non-current portion (see note 31) 951 1,021
1,775 1,949

The provision for restructuring and closure obligations represents costs to execute restructuring plans and
store closures.

The provision for assets retirement obligations represents the present value of the estimated future costs of

dismantling and removing fixed assets when they are no longer used and restoring the sites on which they are
located.
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28  BANK AND OTHER DEBTS

The carrying amount of bank and other debts comprises of items measured at amortised cost and an element
of fair value which is due to movements in interest rates. The following is an analysis of the carrying amount of
the bank and other debts:

2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total

HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions HKS$ millions  HKS$ millions

Bank loans 14,995 45,867 60,862 7,646 57,886 65,532
Other loans 261 339 600 295 429 724
Notes and bonds 26,746 158,659 185,405 10,206 147,360 157,566

Total principal amount of bank

and other debts 42,002 204,865 246,867 18,147 205,675 223,822
Unamortised loan facilities fees

and premiums or discounts

related to debts (48) (760) (808) (64) (686) (750)
Unrealised gain on bank and

other debts pursuant to interest

rate swap contracts ® 327 1,227 1,554 76 2,206 2,282

42,281 205,332 247,613 18,159 207,195 225,354
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Analysis of principal amount of bank and other debts:

2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total
HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions HK$ millions  HKS$ millions
Bank loans
Repayable within 5 years 14,995 44,395 59,390 7,646 56,871 64,517
Not wholly repayable within 5
years - 1,472 1,472 - 1,015 1,015
14,995 45,867 60,862 7,646 57,886 65,532
Other loans
Repayable within 5 years 239 24 263 268 78 346
Not wholly repayable within 5
years 22 315 337 27 351 378
261 339 600 295 429 724
Notes and bonds
HK$260 million notes, 4% due
2027 - 260 260 - 260 260
US$1,309 million notes, 6.25%
due 2014 - - - 10,206 - 10,206
US$2,189 million notes,
4.625% due 2015 17,077 - 17,077 - 17,077 17,077
US$300 million notes, LIBOR
+0.7% due 2017 - 2,340 2,340 - - -
US$500 million notes — Series
B, 7.45% due 2017 - 3,900 3,900 - 3,900 3,900
US$1,000 million notes, 2%
due 2017 - 7,800 7,800 - 7,800 7,800
US$1,000 million notes, 3.5%
due 2017 - 7,800 7,800 - 7,800 7,800
US$2,000 million notes,
1.625% due 2017 - 15,600 15,600 - - -
US$1,000 million notes, 5.75%
due 2019 - 7,800 7,800 - 7,800 7,800
US$1,500 million notes,
7.625% due 2019 - 11,700 11,700 - 11,700 11,700
US$1,500 million (2013:
US$1,480 million) notes,
4.625% due 2022 - 11,700 11,700 - 11,544 11,544
US$500 million notes, 3.25%
due 2022 - 3,900 3,900 - 3,900 3,900
US$1,500 million notes,
3.625% due 2024 - 11,700 11,700 - - -
US$329 million notes — Series
C, 7.5% due 2027 - 2,565 2,565 - 2,565 2,565
US$25 million notes — Series
D, 6.988% due 2037 - 196 196 - 196 196
US$1,144 million notes, 7.45%
due 2033 - 8,926 8,926 - 8,926 8,926
EURG603 million notes, 4.125%
due 2015 5,727 - 5,727 - 6,378 6,378
EUR669 million notes, 4.625%
due 2016 - 6,357 6,357 - 7,079 7,079
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2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total

HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions  HK$ millions  HKS$ millions

EURI,750 million notes,

4.75% due 2016 - 16,625 16,625 - 18,515 18,515
EUR1,250 million notes, 2.5%
due 2017 - 11,875 11,875 - 13,225 13,225
EURI,500 million notes,
1.325% due 2021 - 14,250 14,250 - - -
EUR750 million notes, 3.625%
due 2022 - 7,125 7,125 - 7,935 7,935
GBP325 million bonds, 6.75%
due 2015 3,942 - 3,942 - 4,124 4,124
GBP113 million bonds,
5.625% due 2017 - 1,371 1,371 - 1,435 1,435
GBP303 million bonds,
5.625% due 2026 - 3,675 3,675 - 3,845 3,845
JPY3,000 million notes, 1.75%
due 2019 - 199 199 - 226 226
JPY 15,000 million notes, 2.6%
due 2027 - 995 995 - 1,130 1,130
26,746 158,659 185,405 10,206 147,360 157,566
42,002 204,865 246,867 18,147 205,675 223,822
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Bank and other debts at principal amount are repayable as follows:

2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total
HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions HK$ millions  HKS$ millions
Bank loans
Current portion 14,995 - 14,995 7,646 - 7,646
After 1 year, but within 2
years - 5,359 5,359 - 39,423 39,423
After 2 years, but within 5
years - 39,036 39,036 - 17,448 17,448
After 5 years - 1,472 1,472 - 1,015 1,015
14,995 45,867 60,862 7,646 57,886 65,532
Other loans
Current portion 261 - 261 295 - 295
After 1 year, but within 2
years - 54 54 - 71 71
After 2 years, but within 5
years - 89 89 - 131 131
After 5 years - 196 196 - 227 227
261 339 600 295 429 724
Notes and bonds
Current portion 26,746 - 26,746 10,206 - 10,206
After 1 year, but within 2
years - 22,982 22,982 - 27,579 27,579
After 2 years, but within 5
years - 70,385 70,385 - 59,754 59,754
After 5 years - 65,292 65,292 - 60,027 60,027
26,746 158,659 185,405 10,206 147,360 157,566
42,002 204,865 246,867 18,147 205,675 223,822

The bank and other debts of the Group as at 31 December 2014 are secured to the extent of HK$1,751

million (2013 — HK$1,940 million).

Borrowings with principal amount of HK$63,417 million (2013 — HK$64,789 million) bear interest at
floating interest rates and borrowings with principal amount of HK$183,450 million (2013 — HK$159,033 million)

bear interest at fixed interest rates.
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Borrowings at principal amount are denominated in the following currencies (inclusive of the effect of
hedging transactions):

2014 2013

Percentage Percentage

US dollars 41% 31%
Euro 349% 33%
HK dollars 13% 22%
British Pounds 6% 7%
Other currencies 6% 7%
100% 100%

Derivative financial instruments are utilised by the Group in the management of its foreign currency and
interest rate exposures. The Group’s policy is not to utilise derivative financial instruments for trading or
speculative purposes. The Group has entered into interest rate swap agreements with banks and other financial
institutions mainly to swap fixed interest rate borrowings to floating interest rate borrowings to manage the fixed
and floating interest rate mix of the Group’s total debt portfolio. At 31 December 2014, the notional amount of
the outstanding interest rate swap agreements with financial institutions amounted to HK$64,793 million (2013 —
HK$62,708 million).

In addition, interest rate swap agreements with notional amount of HK$5,995 million (2013 — HK$6,540
million) was entered to swap floating interest rate borrowings to fixed interest rate borrowings to mainly mitigate
interest rate exposures to certain infrastructure project related borrowings.

As at 31 December 2014, the Group had currency swap arrangements with banks to swap US dollar
principal amount of borrowings equivalent to HK$16,968 million (2013 — HK$28,593 million) to Hong Kong
dollar principal amount of borrowings to match currency exposures of the underlying businesses.

(a)  The analysis of derivative financial instruments utilised by the Group in the management of its
interest rate and foreign currency exposures are as follows:

2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total

HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions HKS$ millions  HKS$ millions

Fair value hedges
Derivative financial assets
Interest rate swaps (see note

22) - 1,262 1,262 - 1,813 1,813

Cross currency interest rate
swaps (see notes 22 and 295) 327 - 327 76 738 814
327 1,262 1,589 76 2,551 2,627
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2014 2013
Non- Non-
Current current Current current
portion portion Total portion portion Total

HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions  HK$ millions  HKS$ millions

Derivative financial liabilities
Interest rate swaps (see note

31) - 35) (35) - (345) (345)
- (35) (35) - (345) (345)
327 1,027 1,554 76 2,206 2,282

Cash flow hedges
Derivative financial assets
Interest rate swaps (see note
22) - 14 14 - 42 42
Forward foreign exchange
contracts (see notes 22 and
25) 829 72 901 81 - 81

829 86 915 81 42 123

Derivative financial liabilities
Interest rate swaps (see notes
26 and 31) (24) (80) (104) - (163) (163)
Forward foreign exchange
contracts (see notes 26 and

31) (1) - ) (493) (253) (746)
(25) (80) (103) (493) (416) (909)
804 6 810 (412) (374) (786)

29  INTEREST BEARING LOANS FROM NON-CONTROLLING SHAREHOLDERS

2014 2013
HKS$ millions  HK$ millions

Interest bearing loans from non-controlling shareholders 8,000 5,445

These loans bear interest at rates ranging from HIBOR+0.8% to 6% per annum for both 2014 and 2013.
The carrying amount of the borrowings approximates their fair value.
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30 PENSION PLANS

2014 2013
HKS$ millions  HK$ millions

Defined benefit assets - -
Defined benefit liabilities 3,083 3,095

Net defined benefit liabilities 3,083 3,095

The Group operates a number of defined benefit and defined contribution plans, the assets of which are
held independently of the Group’s assets in trustee administered funds.

(a) Defined benefit plans

The Group’s major defined benefit plans are in Hong Kong, the United Kingdom and the
Netherlands. The plans are either contributory final salary pension plans or non-contributory guaranteed
return defined contribution plans. No other post-retirement benefits are provided.

The Group’s major plans were valued by Towers Watson, qualified actuaries as at 31 December 2014
and 31 December 2013 using the projected unit credit method to account for the Group’s pension

accounting costs.

The principal actuarial assumptions used for the purpose of the actuarial valuation were as follows:

2014 2013
Discount rates 0.7%-3.8% 1.5%-4.7%
Future salary increases 0.5%-4.0% 0.5%-4.0%
Interest credited on two principal plans in Hong Kong 5.0%-6.0% 5.0%-6.0%

The amount recognised in the consolidated statement of financial position is determined as follows:

2014 2013
HKS$ millions  HK$ millions

Present value of defined benefit obligations 18,883 17,391
Fair value of plan assets 15,801 14,300

3,082 3,091
Restrictions on assets recognised 1 4
Net defined benefit liabilities 3,083 3,095
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Movements in net defined benefit liabilities and its components are as follows:

Present value
of defined
benefit
obligations

Fair value of
plan assets

Asset ceiling

Net defined
benefit
liabilities

HK$ millions

HK$ millions

HK$ millions

HKS$ millions

At 1 January 2014 17,391 (14,300) 4 3,095
Net charge (credit) to the income
statement
Current service cost 563 31 - 594
Past service cost and gains and losses
on settlements 95) - - 95)
Interest cost (income) 635 (501) - 134
1,103 (470) - 633
Net charge (credit) to other
comprehensive income
Remeasurements loss (gain):
Actuarial gain arising from change in
demographic assumptions (40) - - (40)
Actuarial loss arising from change in
financial assumptions 2,083 - - 2,083
Actuarial loss arising from
experience adjustment 14 - - 14
Return on plan assets excluding
interest income - (1,730) - (1,730)
Change in asset ceiling - - (3) 3)
Exchange translation differences (925) 752 - (173)
1,132 (978) 3) 151
Contributions paid by the employer - (677) - (677)
Contributions paid by the employee 104 (104) - -
Benefits paid (728) 728 - -
Transfer to other liabilities (119) - - (119)
At 31 December 2014 18,883 (15,801) 1 3,083
At 1 January 2013 16,325 (13,038) 329 3,616
Net charge (credit) to the income
statement
Current service cost 554 19 - 573
Past service cost and gains and losses
on settlements 4 - - 4)
Interest cost (income) 430 (351) - 79
980 (332) - 648
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Present value

of defined Net defined
benefit Fair value of benefit
obligations plan assets Asset ceiling liabilities

HK$ millions HK$ millions HKS$ millions HKS$ millions

Net charge (credit) to other
comprehensive income
Remeasurements loss (gain):

Actuarial loss arising from change in

demographic assumptions 19 - - 19
Actuarial gain arising from change in
financial assumptions (106) - - (106)
Actuarial loss arising from
experience adjustment 81 - - 81
Return on plan assets excluding
interest income - (335) - (335)
Change in asset ceiling - - (325) (325)
Exchange translation differences 534 (517) - 17
528 (852) (325) (649)
Contributions paid by the employer - (549) - (549)
Contributions paid by the employee 110 (110) - -
Benefits paid (581) 581 - -
Relating to subsidiaries acquired 57 - - 57
Transfer to other liabilities (28) - - (28)
At 31 December 2013 17,391 (14,300) 4 3,095

There is no immediate requirement for the Group to fund the deficit between the fair value of defined
benefit plan assets and the present value of the defined benefit plan obligations disclosed as at 31 December
2014. Contributions to fund the obligations are based upon the recommendations of independent qualified
actuaries for each of the Group’s pension plans to fully fund the relevant schemes on an ongoing basis. The
realisation of the deficit is contingent upon the realisation of the actuarial assumptions made which is
dependent upon a number of factors including the market performance of plan assets. Funding requirements
of the Group’s major defined benefit plans are detailed below.

The Group operates two principal plans in Hong Kong. One plan, which has been closed to new
entrants since 1994, provides benefits based on the greater of the aggregate of the employee and employer
vested contributions plus a minimum interest thereon of 6% per annum, and a benefit derived by a formula
based on the final salary and years of service. A formal independent actuarial valuation, undertaken for
funding purposes under the provision of Hong Kong’s Occupational Retirement Schemes Ordinance
(“ORS0O”), at 31 July 2013 reported a funding level of 119% of the accrued actuarial liabilities on an
ongoing basis. The valuation used the attained age valuation method and the main assumptions in the
valuation are an investment return of 6% per annum and salary increases of 4% per annum. The valuation
was performed by Tian Keat Aun, a Fellow of the Institute of Actuaries, of Towers Watson Hong Kong
Limited. The second plan provides benefits equal to the employer vested contributions plus a minimum
interest thereon of 5% per annum. As at 31 December 2014, vested benefits under this plan are fully funded
in accordance with the ORSO funding requirements. During the year, forfeited contributions totalling
HK$24 million (2013 — HK$19 million) were used to reduce the current year’s level of contributions and
HKS$1 million was available at 31 December 2014 (2013 — HK$2 million) to reduce future years’
contributions.

The Group operates three contributory defined benefit plans in the United Kingdom for its ports
division, of which the Port of Felixstowe Pension Plan is the principal plan. The plans are all final salary in
nature and were closed to new entrants in June 2003. On the assumptions adopted at the last formal
actuarial valuation using the projected unit method at 31 December 2012, the ratio of assets to liabilities for
the Felixstowe Scheme was 78%. Contributions to fund the deficit were increased and the shortfall was
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expected to be eliminated by June 2023. The main assumptions in the valuation are an investment return of
(i) 5.90% per annum (pre-retirement), (ii) 5.30% per annum and 3.25% per annum (post-retirement for
non-pensioners and pensioners respectively), pensionable salary increases of 2.75% per annum and pension
increases for pensioners of 2.65% per annum (for service before 6 April 1997), 2.3% per annum (for service
between 6 April 1997 and 5 April 2005) and 1.70% per annum (for service after 5 April 2005). The
valuation was performed by Lloyd Cleaver, a Fellow of the Institute of Actuaries, of Towers Watson
Limited.

The Group’s defined benefit pension plans for its ports and retail operations in the Netherlands are
guaranteed contracts undertaken by insurance companies to provide defined benefit pensions in return for
actuarially agreed contributions. The risk of providing past pension benefits is underwritten by the insurance
companies. The Group does not carry funding risk relating to past service. The funding rate to provide
current year benefits varies in accordance with annual actuarial calculations.

The Group operates a defined benefit pension plan for part of its retail operation in the United
Kingdom. It was assumed on acquisition of a subsidiary company in 2002. It is not open to new entrants.
The latest formal valuation for funding purposes was carried out at 31 March 2012. This allowed for the
cessation of accrual of future defined benefits for all active members on 28 February 2010, from which date
final salary linkage was also severed. On the assumptions adopted at the valuation using the projected unit
method, the ratio of actual asset value to the target asset value being funded for past service benefits was
75%. The sponsoring employer has made additional cash contributions totalling £3.75 million in 2014 (2013
— £4 million), and will make further additional contributions of £3.7 million per annum from 1 January
2015 to 30 September 2016 towards the shortfall being corrected by 30 September 2016, assuming the
market conditions as at 31 March 2012 remain unchanged. The main assumptions in the valuation are an
investment return of 4.1% to 5.7% per annum and pensionable salary increases of 2.0% to 3.2% per annum.
The valuation was performed by David Lindsay, a Fellow of the Institute and Faculty of Actuaries, of Aon
Hewitt Limited.

(i) Plan assets

Fair value of the plan assets are analysed as follows:

2014 2013
Percentage Percentage

Equity instruments
Consumer markets and manufacturing 9% 10%
Energy and utilities 3% 4%
Financial institutions and insurance 8% 8%
Telecommunications and information technology 4% 4%
Units trust and equity instrument funds 4% 10%
Others 10% 11%
38% 47%

Debt instruments

US Treasury notes 1% 1%
Government and government guaranteed notes 8% 8%
Financial institutions notes 3% 3%
Others 6% 6%
18% 18%
Qualifying insurance policies 32% 28%
Properties 3% 3%
Other assets 9% 4%
100% 100%
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The debt instruments are analysed by issuers’ credit rating as follows:

2014 2013

Percentage Percentage

Aaa/AAA 50% 44%
Aal/AA+ 4% 5%
Aa2/AA 6% 6%
Aa3/AA- 2% 1%
Al/A+ 3% 1%
A2/A 12% 12%
Other investment grades 18% 18%
No investment grades 5% 13%
100% 100%

The fair value of the above equity instruments and debt instruments are determined based on
quoted market prices.

Fair value of plan assets of HK$15,801 million (2013 — HK$14,300 million) includes
investments in the Company’s shares with a fair value of HK$75 million (2013 — HK$97 million).

The long term strategic asset allocations of the plans are set and reviewed from time to time
by the plans’ trustees taking into account the membership and liability profile, the liquidity
requirements of the plans.

(ii)  Defined benefit obligation

The average duration of the defined benefit obligation as at 31 December 2014 is 17 years
(2013 — 17 years).

The Group expects to make contributions of HK$682 million (2013 — HK$639 million) to the
defined benefit plans during the next year.

HKAS 19 “Employee Benefits” requires disclosure of a sensitivity analysis for the significant
actuarial assumptions, used to determine the present value of the defined benefit obligations, that
shows the effects of a hypothetical change in the relevant actuarial assumption at the end of the
reporting period on defined benefit obligations.

The effect that is disclosed in the following assumes that (a) a hypothetical change of the
relevant actuarial assumption had occurred at the end of the reporting period and had applied to the
relevant actuarial assumption in existence on that date; and (b) the sensitivity analysis for each type
of actuarial assumption does not reflect inter-dependencies between different assumptions.

The preparation and presentation of the sensitivity analysis for significant actuarial
assumptions is solely for compliance with HKAS 19 disclosure requirements in respect of defined
benefit obligations. The sensitivity analysis measures changes in the defined benefit obligations from
hypothetical instantaneous changes in one actuarial assumption (e.g. discount rate or future salary
increase), the amount so generated from the sensitivity analysis are “what-if” forward-looking
estimates. The sensitivity analyses are for illustration purposes only and it should be noted that in
practice actuarial assumptions rarely change in isolation. Actual results in the future may differ
materially from the sensitivity analyses due to developments in the markets which may cause
fluctuations in actuarial assumptions (e.g. discount rate or future salary increase) to vary and
therefore it is important to note that the hypothetical amounts so generated do not present an
projection of likely future events and profits or losses.

If the discount rate is 0.25% higher or lower, the defined benefit obligation would decrease by
3.9% or increase by 4.1% respectively (2013 — decrease by 3.1% or increase by 3.2% respectively).
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If the future salary increase is 0.25% higher or lower, the defined benefit obligation would
increase by 0.35% or decrease by 0.34% respectively (2013 — increase by 0.3% or decrease by 0.4%
respectively).

Furthermore, in presenting the above sensitivity analysis, the present value of the defined
benefit obligation has been calculated using the projected unit credit method at the end of the
reporting period, which is the same as that applied in calculating the defined benefit obligation
liability recognised in the statement of financial position.

(b) Defined contribution plans

The Group’s cost in respect of defined contribution plans for the year amounted to HK$1,221 million
(2013 — HK$1,134 million) which has been charged to the profit or loss for the year. Forfeited contributions
of HK$1 million (2013 - nil) were used to reduce the current year’s level of contributions and forfeited
contribution of HK$2 million was available at 31 December 2014 (2013 — HK$2 million) to reduce future
years’ contributions.

OTHER NON-CURRENT LIABILITIES

2014 2013
HKS$ millions  HK$ millions

Fair value hedges (see note 28(a))

Interest rate swaps 35 345

Cash flow hedges (see note 28(a))
Interest rate swaps 80 163
Forward foreign exchange contracts - 253
Obligations for telecommunications licences and other rights 3,254 3,255
Provisions (see note 27) 951 1,021
4,320 5,037
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32  SHARE CAPITAL AND CAPITAL MANAGEMENT

(a)

(b)

Share capital

2014 2013 2014 2013
Number of Number of
shares shares HK$ millions HK$ millions
Authorised ©:

Ordinary shares (2013 — HK$0.25 each) N/AD  5,500,000,000 N/AG 1,375

7% cumulative redeemable participating
preference shares (2013 — HK$1 each) N/AY 402,717,856 N/AD 403
1,778

Issued and fully paid:

Ordinary shares
At 1 January 4,263,370,780  4,263,370,780 1,066 1,066
Transition to no-par value regime on

3 March 2014 (i - - 28,359 -

At 31 December 4,263,370,780  4,263,370,780 29,425 1,066
Share premium account @ - 27,955
Capital redemption reserve - 404

Share capital " as at 31 December 2014/
share capital, share premium and
capital redemption reserve as at
31 December 2013 29,425 29,425

)

(i1)

(ii)

Under the Hong Kong Companies Ordinance (Cap. 622), which commenced operation on 3
March 2014, the concept of authorised share capital no longer exists. As the Company has no
cumulative redeemable participating preference shares in issue at the time of transition to Hong
Kong Companies Ordinance (Cap. 622), the cumulative redeemable participating preference
shares are not preserved as part of the transition to the new regime.

In accordance with section 135 of the Hong Kong Companies Ordinance (Cap. 622), the
Company’s shares no longer have a par or nominal value with effect from 3 March 2014.
There is no impact on the number of shares in issue or the relative entitlement of any of the
members as a result of this transition.

In accordance with the transitional provisions set out in section 37 of Schedule 11 to the Hong
Kong Companies Ordinance (Cap. 622), on 3 March 2014, the amounts standing to the credit
of the share premium account and capital redemption reserve created under the sections 48B
and 49H of the predecessor Hong Kong Companies Ordinance (Cap. 32) have become part of
the Company’s share capital.

Perpetual capital securities

In October 2010, May 2012 and May 2013, wholly owned subsidiary companies of the Group issued
perpetual capital securities with nominal amount of US$2,000 million (approximately HK$15,600 million),
US$1,000 million (approximately HK$7,800 million) and €1,750 million (approximately HK$17,879
million) respectively for cash. These securities are perpetual, subordinated and the coupon payment is
optional in nature. Therefore, perpetual capital securities are classified as equity instruments and recorded in
equity in the consolidated statement of financial position.
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During the year ended 31 December 2014, the Group had repurchased US$75 million (approximately
HK$587 million) (2013 — US$217 million, approximately HK$1,692 million) nominal amount of perpetual
capital securities that were originally issued in October 2010.

(c)  Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue to provide returns for shareholders and to support the Group’s stability and growth. The Group
regularly reviews and manages its capital structure to ensure optimal capital structure to maintain a balance
between higher shareholders’ returns that might be possible with higher levels of borrowings and the
advantages and security afforded by a sound capital position, and makes adjustments to the capital structure
in light of changes in economic conditions.

At 31 December 2014, total equity amounted to HK$519,062 million (2013 — HK$476,232 million),
and consolidated net debt of the Group, excluding loans from non-controlling shareholders which are
viewed as quasi equity, was HK$106,408 million (2013 — HK$121,035 million). The Group’s net debt to net
total capital ratio decreased to 16.8% from 20.0% at the end of last year.

As additional information, the following table shows the net debt to net total capital ratios calculated
on the basis of including loans from non-controlling shareholders and also with the Group’s investments in

its listed subsidiaries and associated companies marked to market value at the end of the reporting period.

Net debt / Net total capital ratios” at 31 December

2014 2013
Al — excluding interest-bearing loans from non-controlling
shareholders from debt 16.8% 20.0%
A2 — as in Al above and investments in listed subsidiaries and
associated companies marked to market value 15.7% 18.2%
B1 — including interest-bearing loans from non-controlling
shareholders as debt 18.0% 20.9%
B2 - as in Bl above and investments in listed subsidiaries and
associated companies marked to market value 16.9% 19.0%

(i) Net debt is defined on the Consolidated Statement of Cash Flows. Net total capital is defined
as total principal amount of bank and other debts plus total equity and loans from
non-controlling shareholders net of total cash, liquid funds and other listed investments.
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33

OTHER RESERVES

At 1 January 2014
Other comprehensive income (losses)

Available-for-sale investments
Valuation gains recognised directly in reserves
Valuation gains previously in reserves recognised

in income statement

Losses on cash flow hedges arising from forward
foreign currency contracts and interest rate swap
contracts recognised directly in reserves

Losses on translating overseas subsidiaries’ net assets
recognised directly in reserves

Gains previously in exchange and other reserves
related to subsidiaries, associated companies and
joint ventures disposed during the year recognised
in income statement

Gains previously in other reserves related to
subsidiaries disposed during the year transferred
directly to retained profit

Share of other comprehensive income (losses) of
associated companies

Share of other comprehensive income (losses) of
joint ventures

Tax relating to components of other comprehensive
income (losses)

Other comprehensive income (losses)

Share option schemes of subsidiaries

Share option lapsed

Relating to purchase of non-controlling interests
Relating to deemed dilution of subsidiary companies

At 31 December 2014
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Attributable to ordinary shareholders

Exchange
reserve

Others @

Total

HKS$ millions

HKS$ millions

HKS$ millions

6,789 6,971 13,760
- 1,017 1,017
- (381) (381)
- (17) (17)
(15,626) - (15,626)
(417) (1,431) (1,848)
- (8) 8)
(4,488) (96) (4,584)
(3,884) (473) (4,357)
- (42) (42)
(24,415) (1,431) (25,846)
_ 1 1
- (1 (€]
- (68) (68)

1,210 37,867 39,077
(16,416) 43,339 26,923
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Attributable to ordinary shareholders

Exchange
reserve Others Total

HKS$ millions HKS$ millions HK$ millions

At 1 January 2013 12,064 6,027 18,091
Other comprehensive income (losses)
Available-for-sale investments

Valuation gains recognised directly in reserves - 309 309
Valuation losses previously in reserves recognised
in income statement - 6 6

Gains on cash flow hedges arising from forward
foreign currency contracts and interest rate swap

contracts recognised directly in reserves - 318 318
Losses on translating overseas subsidiaries’ net assets
recognised directly in reserves (1,696) - (1,696)

Gains previously in exchange reserve related to
subsidiaries and associated companies disposed

during the year recognised in income statement (146) - (146)
Share of other comprehensive income (losses) of
associated companies (4,044) 352 (3,692)
Share of other comprehensive income (losses) of
joint ventures 610 (43) 567
Tax relating to components of other comprehensive
income (losses) - (59) (59)
Other comprehensive income (losses) (5,276) 883 (4,393)
Share option schemes of subsidiaries - (11) (11)
Share option lapsed - (1) (1)
Relating to purchase of non-controlling interests - 21 21
Relating to partial disposal of subsidiary companies 1 52 53
At 31 December 2013 6,789 6,971 13,760

(a)  Others comprise revaluation reserve, hedging reserve and other capital reserves. As at 31 December
2014, revaluation reserve surplus amounted to HK$2,848 million (1 January 2014 - HK$3,883
million and 1 January 2013 - HK$3,690 million), hedging reserve deficit amounted to HK$842
million (1 January 2014 — HK$440 million and 1 January 2013 — HKS$1,125 million) and other
capital reserves surplus amounted to HK$41,333 million (1 January 2014 — HK$3,528 million and 1
January 2013 — HK$3,462 million). Revaluation surplus (deficit) arising from revaluation to market
value of listed debt securities and listed equity securities which are available for sale are included in
the revaluation reserve. Fair value changes arising from the effective portion of hedging instruments
designated as cash flow hedges are included in the hedging reserve.
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34 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Reconciliation of profit after tax to cash generated from operating activities before interest

expenses and other finance costs, tax paid and changes in working capital

2014

2013

HK$ millions

HKS$ millions

Profit after tax 81,751 38,893
Less: share of profits less losses after tax of

Associated companies before profits on disposal of investments

and others (9,166) (10,433)
Joint ventures (10,466) (12,597)
Associated companies’ profits on disposal of investments and
others (19,141) 504
42,978 16,367

Adjustments for:

Current tax charge 4,307 4,231

Deferred tax charge (credit) (340) 569

Interest expenses and other finance costs 8,050 8,391

Change in fair value of investment properties (24,678) (26)

Depreciation and amortisation 17,003 15,850

Others (see note 6) 6,769 1,659
EBITDA of Company and subsidiaries © 54,089 47,041
Loss on disposal of other unlisted investments - 82
Profit on disposal of fixed assets, leasehold land and investment

properties and other assets (295) (4,109)
Dividends received from associated companies and joint ventures 14,011 14,906
Distribution from property joint ventures 55 4,928
Profit on disposal of subsidiary companies @D (2,844) (1,672)
Profit on disposal of associated companies and joint ventures @i (2,814) (111)
Profit on partial disposal of an associated company - (1,320)
Other non-cash items 438 1,153

62,640 60,898
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(1) Reconciliation of EBITDA:

2014 2013
HKS$ millions HKS$ millions
EBITDA of Company and subsidiaries 54,089 47,041
Share of EBITDA of associated companies and joint
ventures
Share of profits less losses after tax:
Associated companies before profits on disposal of
investments and others 9,166 10,433
Joint ventures 10,466 12,597
Associated companies’ profits on disposal of
investments and others 19,141 (504)
Adjustments for:
Depreciation and amortisation 16,378 15,421
Change in fair value of investment properties (514) (2)
Interest expenses and other finance costs 6,274 5,768
Current tax charge 6,625 6,741
Deferred tax credit (1,056) (192)
Non-controlling interests 326 363
Others (see note 6) 1,413 504
68,219 51,129
EBITDA (see notes 5(b) and 5(m)) 122,308 98,170

(ii))  The profits on disposal of subsidiary companies for the years ended 31 December 2014 and
2013 are recognised in the consolidated income statement and are included in the line items
titled profits on disposal of investments and others of HK$2,237 million (2013 — nil) and other
operating expenses of HK$607 million (2013 — HK$1,672 million).

(iii) The profits on disposal of associated companies and joint ventures for the years ended 31
December 2014 and 2013 are recognised in the consolidated income statement and are included

in the line item titled other operating expenses.

(b) Changes in working capital

2014 2013

HKS$ millions HK$ millions

Decrease (increase) in inventories 191 (1,100)
Decrease (increase) in debtors and prepayments 448 (6,484)
Increase (decrease) in creditors (390) 4,726
Other non-cash items (3,165) (1,480)
(2,916) (4,338)

(¢c)  Purchase of subsidiary companies

On 14 July 2014, the Group has completed its acquisition of the O, Ireland business in Ireland. As a
result of the acquisition, the Group has increased its market share of the Irish mobile telecommunications
services. The Group expects synergies and other benefits from combining the infrastructure and operations
of O, Ireland with 3 Ireland, and costs savings through economies of scale.
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The following table summarises the consideration paid for O, Ireland and other acquisitions
completed in the current year, and the amounts of the assets acquired and liabilities assumed recognised at
the respective acquisition date.

2014 2013
0, Ireland Others Total Total
HKS$ millions HKS$ millions HKS$ millions HKS$ millions

Fair value
Fixed assets 660 66 726 1,690
Telecommunications licences 2,206 - 2,206 440
Brand names and other rights 1,392 34 1,426 4,508
Interests in joint ventures - - - 139
Deferred tax assets - - - 285
Liquid funds and other listed
investments - - - 6
Trade and other receivables 1,802 165 1,967 989
Inventories 33 25 58 980
Creditors and current tax liabilities (2,339) (126) (2,465) (1,844)
Bank and other debts - (38) (38) (307)
Deferred tax liabilities (164) (6) (170) (556)
Pension obligations - - - (57)
Other non-current liabilities (967) - (967) -
Non-controlling interests - (59) (59) (2)
2,623 61 2,684 6,271
Goodwill arising on acquisition 5,702 81 5,783 11,380
Discharged by cash payment 8,325 142 8,467 17,651
Net cash outflow (inflow) arising from
acquisition:
Cash payment 8,667 222 8,889 19,169
Cash and cash equivalents acquired (342) (80) (422) (1,518)
Total net cash paid 8,325 142 8,467 17,651

The assets acquired and liabilities assumed are recognised at the acquisition date fair value and are
recorded at the consolidation level. No fair value adjustments arising from acquisitions are recognised at the
underlying companies’ separate financial statements. Goodwill arising on these acquisitions is recorded at
the consolidation level and is not expected to be deductible for tax purposes. As additional information, the
amount deductible for tax purposes (i.e. tax base) of the identifiable assets acquired and liabilities assumed
relating to the acquisition of O, Ireland are different from and, in general, greater than the amounts shown
above.

The contribution to the Group’s revenue and profit after tax from these subsidiaries acquired since
the respective date of acquisition is not material.

Acquisition related costs of approximately HK$195 million (2013 — HK$200 million) had been
charged to income statement during the year and included in the line item titled profits on disposal of

investments and others.

The 2013 comparative information mainly related to 3 Austria’s acquisition of 100% interest of
Orange Austria which was completed on 4 January 2013.

- V-80 -



APPENDIX V FINANCIAL INFORMATION OF THE GROUP

(d) Disposal of subsidiary companies

Aggregate net assets disposed at date of disposal (excluding
cash and cash equivalents):
Fixed assets
Investment properties
Leasehold land
Goodwill
Interests in joint ventures
Liquid funds and other listed investments
Trade and other receivables
Inventories
Creditors and current tax liabilities
Deferred tax liabilities
Non-controlling interests
Reserves

Profits on disposal*

Less: Investments retained subsequent to disposal

Satisfied by:
Cash and cash equivalents received as consideration
Less: Cash and cash equivalents sold

Total net cash consideration

N See note 34(a)(ii).

2014

2013

HKS$ millions

HKS$ millions

4 1
1,032 573
2 —

409 161

- 854
3,671 -
20 18

- 26
(106) 31
(492) (1)
(1,787) -
(1,697) (124)
1,056 1,477
2,844 1,672
3,900 3,149
(2,995) -
905 3,149
3,823 3,161
(2,918) (12)
905 3,149

The effects on the Group’s results from the subsidiaries disposed are not material for the years ended

31 December 2014 and 2013.

35 SHARE-BASED PAYMENTS

The Company has no share option scheme but certain of the Company’s subsidiary companies and
associated companies have issued equity-settled and cash-settled share-based payments to certain employees. The
aggregate amount of the share-based payments recognised by these companies are not material to the Group.

36 PLEDGE OF ASSETS

At 31 December 2014, assets of the Group totalling HK$1,922 million (2013 — HK$2,299 million) were

pledged as security for bank and other debts.
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37  CONTINGENT LIABILITIES
At 31 December 2014, Hutchison Whampoa Limited, and its subsidiaries provide guarantees in respect of
bank and other borrowing facilities to associated companies and joint ventures of HK$25,285 million (2013 —

HK$24,610 million).

The amount utilised by its associated companies and joint ventures are as follows:

2014 2013
HKS$ millions HKS$ millions

To associated companies
Other businesses 1,784 1,973

To joint ventures

Property businesses 1,239 868
Other businesses 20,869 19,998
22,108 20,866

At 31 December 2014, the Group had provided performance and other guarantees of HK$3,694 million
(2013 — HK$4,131 million).

38 COMMITMENTS
The outstanding Group commitments not provided for in the accounts at 31 December 2014 are as follows:
Capital commitments
(a) Contracted for:

(1) Ports and related services — HK$648 million (2013 — HK$1,111 million)

(i) 3 Group Europe — HK$1,815 million (2013 — HK$630 million)

(iii) Telecommunications, Hong Kong and Asia — HK$16,990 million (2013 — HK$17,102 million)

(iv) Investment properties, Hong Kong — HK$131 million (2013 — HK$3 million)

(v)  Other fixed assets — HK$174 million (2013 — HK$387 million)

(b)  Authorised but not contracted for:

The Group, as part of its annual budget process, budgets for future capital expenditures and these
amounts are shown below. These budgeted amounts are subject to a rigorous authorisation process before
the expenditure is committed.

@) Ports and related services — HK$3,838 million (2013 — HK$3,713 million)

(ii) 3 Group Europe — HK$8,986 million (2013 — HK$10,265 million)

(iii) Telecommunications, Hong Kong and Asia — HK$2,156 million (2013 — HK$2,646 million)

(iv) Investment properties, Hong Kong — HK$550 million (2013 — HK$1,522 million)

(v)  Investment in joint ventures, Hong Kong — HK$109 million (2013 — HK$175 million)
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(vi) Investment in joint ventures outside Hong Kong — HK$3,530 million (2013 — HK$401 million)
(vii) Other fixed assets — HK$5,446 million (2013 — HK$4,870 million)

Operating lease commitments — future aggregate minimum lease payments for land and buildings
leases

(a) In the first year — HK$11,749 million (2013 — HK$11,953 million)
(b)  In the second to fifth years inclusive — HK$21,839 million (2013 — HK$22,228 million)
(¢)  After the fifth year — HK$37,537 million (2013 — HK$38,894 million)
Operating lease commitments — future aggregate minimum lease payments for other assets
(a)  In the first year — HK$1,604 million (2013 — HK$1,612 million)
(b)  In the second to fifth years inclusive — HK$4,397 million (2013 — HK$4,782 million)
(¢)  After the fifth year — HK$984 million (2013 — HK$2,069 million)
39 RELATED PARTIES TRANSACTIONS

Transactions between the Company and its subsidiaries have been eliminated on consolidation. Transactions
between the Group and other related parties during the year are not significant to the Group. The outstanding
balances with associated companies and joint ventures as disclosed in notes 19 and 20 are unsecured. Balances
totalling HK$21,550 million (2013 — HK$20,451 million) are interest bearing. In addition, during 2009, the Group
acquired traded debt securities outside Hong Kong with a principal amount of US$200 million notes issued by
listed associated company, Husky Energy Inc and in the same year, sold certain of these notes with a principal
amount of US$97 million. As disclosed in note 23, of the principal amount held of US$103 million as at 31
December 2013, US$78 million matured and was redeemed during the current year and the balance of US$25
million held as at 31 December 2014 will mature in 2019.

The Group has entered into joint ventures with Cheung Kong (Holdings) Limited, a substantial shareholder
of the Company, to undertake various, mainly property and infrastructure, projects. At 31 December 2014,
included in associated companies and interests in joint ventures on the statement of financial position is a total
amount of HKS$50,705 million (2013 — HK$38,221 million) representing equity contributions to and the net
amount due from these related entities. The Group had guaranteed bank and other borrowing facilities of
HK$4,417 million (2013 — HK$4,105 million) for the benefit of these same entities.

No transactions have been entered with the directors of the Company (being the key management personnel)
during the year other than the emoluments paid to them (being the key management personnel compensation) as
disclosed in note 7.

40 LEGAL PROCEEDINGS

As at 31 December 2014, the Group is not engaged in any material litigation or arbitration proceedings, and
no material litigation or claim is known by the Group to be pending or threatened against it.
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41 SUBSEQUENT EVENTS

On 9 January 2015, Cheung Kong (Holdings) Limited (“Cheung Kong”) and the Company made a joint
announcement to create two new leading Hong Kong listed companies through a business combination,
reorganisation and spin-off, whereby CK Hutchison Holdings Limited (“CKH Holdings”) will hold all the
non-property businesses of the Group and Cheung Kong group, and Cheung Kong Property Holdings Limited
(“CK Property”) will hold the property businesses of both groups. Qualifying Cheung Kong and Company
shareholders will receive shares in both CKH Holdings and CK Property through a series of transactions and will
cease to be shareholders of Cheung Kong and the Company. The transactions are subject to regulatory,
shareholders and other customary approvals. It is expected that the transactions will be completed before the end
of the first half of 2015. There will be no change in business strategies or underlying operations whilst the
reorganisation is being completed or following completion of the reorganisation.

On 21 January 2015, Cheung Kong Infrastructure (“CKI”), a subsidiary company of the Group raised
approximately HK$4,600 million by issuing new shares. Following this transaction, the Group’s interest in CKI’s
ordinary shares has reduced from approximately 78.155% to 75.674%.

On 23 January 2015, the Group has agreed to enter into exclusive negotiations with Telefénica, S.A. for the
potential acquisition by the Group of Telefénica, S.A.’s UK subsidiary, O, UK, for an indicative price in cash of
£9.25 billion which would be paid at closing and deferred upside interest sharing payments of up to a further £1
billion in the aggregate payable after the cumulative cashflow of the combined business of Hutchison 3G UK
Limited and O, UK achieves agreed financial targets. The timing and amounts these payments will depend on the
actual cash flows of the combined business. The transaction remains subject to, inter alia, satisfactory due
diligence over O, UK, agreement on terms and signing of definitive agreements and the obtaining of all required
corporate and regulatory approvals.

42  US DOLLAR EQUIVALENTS

Amounts in these accounts are stated in Hong Kong dollars (HKS$), the currency of the place in which the
Company is incorporated and is the functional currency of the Company. The translation into US dollars of these
accounts as of, and for the year ended, 31 December 2014, is for convenience only and has been made at the rate
of HK$7.80 to US$1. This translation should not be construed as a representation that the Hong Kong dollar
amounts actually represented have been, or could be, converted into US dollars at this or any other rate.

43  APPROVAL OF ACCOUNTS

The accounts set out on pages V-4 to V-110 were approved and authorised for issue by the Board of
Directors on 26 February 2015.
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44  PROFIT BEFORE TAX
Profit before tax is shown after crediting and charging the following items:

2014

2013

HKS$ millions

Credits:

Share of profits less losses of associated companies (including share
of gain on disposal of HK$20,554 million less share of impairment
charge of HK$1,413 million of associated companies in 2014 and
share of impairment charge of an associated company of HK$504
million in 2013)

HK$ millions

Listed 27,069 9,055
Unlisted 1,238 874
28,307 9,929
Share of gross rental income of associated companies and joint
ventures 512 528
Gross rental income from investment properties held by:
Listed subsidiary — HHR 75 84
Other subsidiaries (excluding HHR) 4,020 3,731
Less: intra group rental income (445) (408)
3,650 3,407
Less: related outgoings (75) (106)
Net rental income of subsidiary companies 3,575 3,301
Dividend and interest income from managed funds and other
investments
Listed 484 564
Unlisted 54 35
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2014 2013
HKS$ millions HKS$ millions
Charges:
Depreciation and amortisation
Fixed assets 14,704 13,846
Leasehold land 444 454
Telecommunications licences 894 774
Brand names and other rights 961 776
17,003 15,850
Inventories write-off 1,012 933
Operating leases
Properties 19,311 18,262
Hire of plant and machinery 2,254 2,323
Auditors’ remuneration
Audit and audit related work — PricewaterhouseCoopers 210 193
— other auditors 13 12
Non-audit work — PricewaterhouseCoopers 33 44
— other auditors 34 30

(a) in addition to the auditors’ remuneration charged to the consolidated income statement as disclosed
above, auditors’ remuneration charged directly to equity (for audit and audit related work -
PricewaterhouseCoopers) amounted to HK$69 million (2013 — nil).

45 FINANCIAL RISK MANAGEMENT

The Group’s major financial assets and financial liabilities include cash and cash equivalents, liquid funds
and other listed investments and borrowings. Details of these financial assets and financial liabilities are disclosed
in the respective notes. The Group’s treasury function sets financial risk management policies in accordance with
policies and procedures that are approved by the Executive Directors, and which are also subject to periodic
review by the Group’s internal audit function. The Group’s treasury policies are designed to mitigate the impact of
fluctuations in interest rates and exchange rates on the Group’s overall financial position and to minimise the
Group’s financial risks. The Group’s treasury function operates as a centralised service for managing financial
risks, including interest rate and foreign exchange risks, and for providing cost-efficient funding to the Group and
its companies. It manages the majority of the Group’s funding needs, interest rate, foreign currency and credit risk
exposures. The Group uses interest rate and foreign currency swaps and forward contracts as appropriate for risk
management purposes only, for hedging transactions and for managing the Group’s assets and liabilities. It is the
Group’s policy not to enter into derivative transactions for speculative purposes. It is also the Group’s policy not
to invest liquidity in financial products, including hedge funds or similar vehicles, with significant underlying
leverage or derivative exposure.

(a) Cash management and funding

The Group operates a central cash management system for all of its unlisted subsidiaries. Except for listed
and certain overseas entities conducting businesses in non-HK or non-US dollar currencies, the Group generally
obtains long-term financing at the Group level to on-lend or contribute as equity to its subsidiaries and associated
companies to meet their funding requirements and provide more cost-efficient financing. These borrowings include
a range of capital market issues and bank borrowings for which the proportions will change depending upon
financial market conditions and projected interest rates. The Group regularly and closely monitors its overall debt
position and reviews its funding costs and maturity profile to facilitate refinancing.

The Group continues to maintain a strong financial position. Cash, liquid funds and other listed investments
(“liquid assets”) amounted to HK$140,459 million at 31 December 2014, an increase of 37% from the balance of
HK$102,787 million at 31 December 2013, mainly reflecting net cash proceeds of HK$13,853 million, after
special dividend of HK$7.00 per share amounting to HK$29,843 million, from Temasek’s acquisition of a 24.95%
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equity interest in A.S. Watson Holdings Limited during the year, the cash raised from debt capital market of
HK$42,030 million, the cash arising from positive funds from operations from the Group’s businesses and cash
from new borrowings, net of utilisation of cash for dividend payments to ordinary and non-controlling
shareholders as well as distributions to perpetual capital securities holders, the repayment and early repayment of
certain borrowings, the acquisition of O, Ireland in Ireland of HK$8,325 million, purchase of additional interest of
27.51% in the AGN by listed subsidiary, CKI of HK$4,705 million, the redemption of perpetual capital securities
issued in 2012 of US$300 million (approximately HK$2,340 million) by listed subsidiary, CKI, advances to
property joint ventures, and the acquisition of fixed assets. Liquid assets were denominated as to 16% in HK
dollars, 46% in US dollars, 9% in Renminbi, 15% in Euro, 6% in British Pounds and 8% in other currencies
(2013 — 21% were denominated in HK dollars, 33% in US dollars, 15% in Renminbi, 10% in Euro, 6% in British
Pounds and 15% in other currencies).

Cash and cash equivalents represented 89% (2013 — 84%) of the liquid assets, US Treasury notes and
listed/traded debt securities 6% (2013 — 8%) and listed equity securities 5% (2013 — 8%).

The US Treasury notes and listed/traded debt securities, including those held under managed funds,
consisted of US Treasury notes of 46% (2013 — 26%), government and government guaranteed notes of 20%
(2013 — 32%), notes issued by the Group’s associated company, Husky Energy Inc. of 3% (2013 — 11%), notes
issued by financial institutions of 3% (2013 — 3%), and others of 28% (2013 — 28%). Of these US Treasury notes
and listed/traded debt securities, 66% (2013 — 55%) are rated at Aaa/AAA or Aal/AA+ with an average maturity
of 3.0 years (2013 — 3.1 years) on the overall portfolio. The Group has no exposure in mortgage-backed securities,
collateralised debt obligations or similar asset classes.

(b) Interest rate exposure

The Group manages its interest rate exposure with a focus on reducing the Group’s overall cost of debt and
exposure to changes in interest rates. When considered appropriate, the Group uses derivatives such as interest
rate swaps and forward rate agreements to manage its interest rate exposure. The Group’s main interest rate
exposure relates to US dollar, British Pound, Euro and HK dollar borrowings.

At 31 December 2014, approximately 26% (2013 — approximately 29%) of the Group’s total principal
amount of bank and other debts were at floating rates and the remaining 74% (2013 — approximately 71%) were at
fixed rates. The Group has entered into various interest rate agreements with major financial institution
counterparties to swap approximately HK$64,793 million (2013 — approximately HK$62,708 million) principal
amount of fixed interest rate borrowings to effectively become floating interest rate borrowings. In addition,
HK$5,995 million (2013 — HK$6,540 million) principal amount of floating interest rate borrowings were swapped
to fixed interest rate borrowings. After taking into consideration these interest rate swaps, approximately 50%
(2013 — approximately 54%) of the Group’s total principal amount of bank and other debts were at floating rates
and the remaining 50% (2013 — approximately 46%) were at fixed rates at 31 December 2014. All of the
aforementioned interest rate derivatives are designated as hedges and these hedges are considered highly effective.

(c) Foreign currency exposure

For overseas subsidiaries, associated companies and other investments, which consist of non-HK dollar or
non-US dollar assets, the Group generally endeavours to establish a natural hedge for debt financing with an
appropriate level of borrowings in those same currencies. For overseas businesses that are in the development
phase, or where borrowings in local currency are not or are no longer attractive, the Group may not borrow in the
local currency or may repay existing borrowings and monitor the development of the businesses’ cashflow and the
relevant debt markets with a view to refinance these businesses with local currency borrowings in the future when
conditions are more appropriate. Exposure to movements in exchange rates for individual transactions (such as
major procurement contracts) directly related to the underlying businesses is minimised by using forward foreign
exchange contracts and currency swaps where active markets for the relevant currencies exist. The Group
generally does not enter into foreign currency hedges in respect of its long-term equity investments in overseas
subsidiaries and associated companies. During the year, the currencies of certain countries where the Group has
overseas operations, including Euro, British Pound, the Canadian and Australian dollars as well as Renminbi in the
Mainland, fluctuated against the Hong Kong dollar. This gave rise to an unrealised loss of approximately
HK$23,998 million (2013 — HK$5,130 million) on translation of these operations’ net assets to the Group’s Hong
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Kong dollar reporting currency, including the Group’s share of the translation gains and losses of associated
companies and joint ventures. This unrealised loss is reflected as a movement in the Consolidated Statement of
Changes in Equity under the heading of other reserves.

At 31 December 2014, the Group had currency swap arrangements with banks to swap US dollar principal
amount of borrowings equivalent to HK$16,968 million (2013 — HK$28,593 million) to Hong Kong dollar
principal amount of borrowings to match the currency exposures of the underlying businesses. The Group’s total
principal amount of bank and other debts, after the above swaps, are denominated as follows: 41% in US dollars,
34% in Euro, 13% in HK dollars, 6% in British Pounds and 6% in other currencies (2013 — 31% in US dollars,
33% in Euro, 22% in HK dollars, 7% in British Pounds and 7% in other currencies).

(d) Credit exposure

The Group’s holdings of cash, managed funds and other liquid investments, and interest rate and foreign
currency swaps and forward contracts with financial institutions expose the Group to credit risk of counterparties.
The Group controls its credit risk to non-performance by its counterparties through monitoring their equity share
price movements and credit ratings as well as setting approved counterparty credit limits that are regularly
reviewed.

The Group is also exposed to counterparties credit risk from its operating activities, which is continuously
monitored by the local operational management.

(e) Market price risk

The Group’s main market price risk exposures relate to listed/traded debt and equity securities described in
“liquid assets” above and the interest rate swaps as described in “interest rate exposure” above. The Group’s
holding of listed/traded debt and equity securities represented approximately 11% (2013 — approximately 16%) of
the liquid assets. The Group controls this risk through active monitoring of price movements and changes in
market conditions that may have an impact on the value of these financial assets and instruments.

®) Market risks sensitivity analyses

For the presentation of financial assets and financial liabilities market risks (including interest rate risk,
currency risk and other price risk) information, HKFRS 7 “Financial Instruments: Disclosures” requires disclosure
of a sensitivity analysis for each type of financial market risk that shows the effects of a hypothetical change in
the relevant market risk variable to which the Group is exposed at the end of the reporting period on profit for the
year and on total equity.

The effect that is disclosed in the following sections assumes that (a) a hypothetical change of the relevant
risk variable had occurred at the end of the reporting period and had been applied to the relevant risk variable in
existence on that date; and (b) the sensitivity analysis for each type of financial market risk does not reflect
inter-dependencies between risk variables, e.g. the interest rate sensitivity analysis does not take into account of
the impact of changes in interest rates would have on the relative strengthening and weakening of the currency
with other currencies.

The preparation and presentation of the sensitivity analysis on financial market risk is solely for
compliance with HKFRS 7 disclosure requirements in respect of financial assets and financial liabilities. The
sensitivity analysis measures changes in the fair value and / or cash flows of the Group’s financial assets
and financial liabilities from hypothetical instantaneous changes in one risk variable (e.g. functional
currency rate or interest rate), the amount so generated from the sensitivity analysis are “what-if”
forward-looking estimates. The sensitivity analyses are for illustration purposes only and it should be noted
that in practice market rates rarely change in isolation. Actual results in the future may differ materially
from the sensitivity analyses due to developments in the global markets which may cause fluctuations in
market rates (e.g. exchange or interest rate) to vary and therefore it is important to note that the
hypothetical amounts so generated do not represent a projection of likely future events and profits or losses.
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(i) Interest rate sensitivity analysis

Interest rate risk as defined by HKFRS 7 arises on interest-bearing financial assets and financial
liabilities.

The interest rate sensitivity analysis is based on the following assumptions:

In the cases of non-derivative financial assets and financial liabilities with fixed interest rates,
changes in market interest rates only affect profit for the year or total equity if these financial assets
and financial liabilities are measured at fair value. Accordingly, all non-derivative financial assets and
financial liabilities with fixed interest rates that are carried at amortised cost are excluded from the
interest rate sensitivity analysis as they are not subject to interest rate risk as defined in HKFRS 7.

In the cases of derivative financial assets and financial liabilities designated as hedging
instruments for hedging interest rate risks, changes in market interest rates affect their fair value. All
interest rate hedges are expected to be highly effective. Changes in the fair value of fair value
interest rate hedges and changes in the fair value of the hedged items that are attributable to interest
rate movements effectively balance out with each other in income statement in the same period.
Accordingly, these hedging instruments and hedged items are excluded from the interest rate
sensitivity analysis as they are not exposed to interest rate risk as defined in HKFRS 7. Changes in
the fair value of cash flow interest rate hedges resulting from market interest rate movements affect
total equity and are therefore taken into consideration in the sensitivity analysis.

In the cases of derivative financial assets and financial liabilities that are not part of an interest
rate risk hedging relationship, changes in their fair value (arising from gain or loss from
re-measurement of these interest rate derivatives to fair value) resulting from market interest rate
movements affect profit for the year and total equity, and are therefore taken into consideration in the
sensitivity analysis.

Major financial assets and financial liabilities for the purpose of the interest rate sensitivity analysis

include:

° cash and cash equivalents (see note 24)

° some of the listed debt securities and managed funds (see note 23) carried at fair value that
bear interest at fixed rate

° some of the listed debt securities and managed funds (see note 23) that bear interest at floating
rate

° some of the bank and other debts (see note 28) that bear interest at floating rate

° interest bearing loans from non-controlling shareholders (see note 29)

Under these assumptions, the impact of a hypothetical 100 basis points increase in market interest
rate at the end of the reporting period, with all other variables held constant:

- profit for the year would decrease by HK$201 million (2013 — HK$399 million) due to
increase in interest expense;

- total equity would decrease by HK$201 million (2013 — HK$399 million) due to increase in
interest expense; and

- total equity would have no material impact due to change in fair value of interest rate swaps
(2013 — HK$76 million).
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(ii)  Foreign currency exchange rate sensitivity analysis

Currency risk as defined by HKFRS 7 arises on financial assets and financial liabilities being
denominated in a currency that is not the functional currency and being of a monetary nature. Therefore,
non-monetary financial assets and financial liabilities, monetary financial assets and financial liabilities
denominated in the entity’s functional currency and differences resulting from the translation of financial
statements of overseas subsidiaries into the Group’s presentation currency are therefore not taken into

consideration for the purpose of the sensitivity analysis for currency risk.

The foreign currency exchange rate sensitivity analysis is based on the following assumptions:

Major non-derivative monetary financial assets and financial liabilities are either directly
denominated in the functional currency or are transferred to the functional currency through the use
of foreign currency swaps and forward currency contracts. Exchange fluctuations of these monetary
financial assets and financial liabilities therefore have no material effects on profit for the year and
total equity.

In the cases of derivative financial assets and financial liabilities designated as hedging
instruments for hedging currency risks, changes in foreign exchange rates affect their fair value. All
currency hedges are expected to be highly effective. Changes in the fair value of foreign currency
fair value hedges and changes in the fair value of the hedged items effectively balance out with each
other in income statement in the same period. As a consequence, these hedging instruments and
hedged items are excluded from the foreign currency exchange rate sensitivity analysis as they are
not exposed to currency risk as defined in HKFRS 7. Changes in the fair value of cash flow currency
hedges resulting from market exchange rate movements affect total equity and are therefore taken
into consideration in the sensitivity analysis.

Major financial assets and financial liabilities for the purpose of the foreign currency exchange rate

sensitivity analysis include:

° some of the cash and cash equivalents (see note 24)
° some of the liquid funds and other listed investments (see note 23)
° some of the bank and other debts (see note 28)

Under these assumptions, the impact of a hypothetical 10% weakening of HK dollar against all
exchange rates at the end of the reporting period, with all other variables held constant, on the Group’s
profit for the year and total equity is set out in the table below.

2014 2013
Hypothetical Hypothetical
increase Hypothetical increase Hypothetical
(decrease) in increase (decrease) in increase

profit for the
year

(decrease) in
total equity

profit for the
year

(decrease) in
total equity

HKS$ millions

HKS$ millions

HKS$ millions

HKS$ millions

Euro 1,071 1,072 115 112
British Pounds 250 (2,039) 242 (2,203)
Australian dollars 79 (487) 133 (255)
Renminbi 19 47 13 35
US dollars 992 991 986 986
Japanese Yen (199) (111) (227) (205)
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(iii)  Other price sensitivity analysis

Other price risk as defined by HKFRS 7 arises from changes in market prices (other than those
arising from interest rate risk and currency risk as detailed in “interest rate exposure” and “foreign currency
exposure” paragraphs above) on financial assets and financial liabilities.

The other price sensitivity analysis is based on the assumption that changes in market prices (other
than those arising from interest rate risk and currency risk) of financial assets and financial liabilities only
affect profit for the year or total equity if these financial assets and financial liabilities are measured at the
fair value. Accordingly, all non-derivative financial assets and financial liabilities carried at amortised cost
are excluded from the other price sensitivity analysis as they are not subject to other price risk as defined
in HKFRS 7.

Major financial assets and financial liabilities for the purpose of the other price sensitivity analysis

include:
° available-for-sale investments (see note 23)
° financial assets at fair value through profit or loss (see note 23)

Under these assumptions, the impact of a hypothetical 10% increase in the market price of the
Group’s available-for-sale investments and financial assets at fair value through profit or loss at the end of
the reporting period, with all other variables held constant:

- profit for the year would increase by HK$30 million (2013 — HK$30 million) due to increase
in gains on financial assets at fair value through profit or loss;

- total equity would increase by HK$30 million (2013 — HK$30 million) due to increase in gains
on financial assets at fair value through profit or loss; and

- total equity would increase by HK$1,484 million (2013 — HK$1,680 million) due to increase in
gains on available-for-sale investments which are recognised in other comprehensive income.

(g)  Contractual maturities of financial liabilities
The following tables detail the remaining contractual maturities at the end of the reporting period of the

Group’s non-derivative financial liabilities and derivative financial liabilities, which are based on contractual
undiscounted principal cash flows and the earliest date the Group can be required to pay:
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Non-derivative financial liabilities:

Contractual maturities

Difference

After 1 year, Total from
Within 1 but within 5 undiscounted carrying Carrying
year years After 5 years cash flows amount amounts

HKS$ millions  HKS$ millions ~ HKS$ millions ~ HKS$ millions ~ HKS$ millions — HK$ millions

At 31 December 2014
Trade payables 21,760 - - 21,760 - 21,760
Other payables and accruals 63,473 - - 63,473 - 63,473
Interest free loans from

non-controlling

shareholders 1,057 - - 1,057 - 1,057
Bank loans 14,995 44,395 1,472 60,862 (196) 60,666
Other loans 261 143 196 600 (1) 599
Notes and bonds 26,746 93,367 65,292 185,405 943 186,348

Interest bearing loans from
non-controlling

shareholders - 7,767 233 8,000 - 8,000
Obligations for

telecommunications

licences and other rights 1,013 1,739 984 3,736 (482) 3,254

Fair value hedges
— Interest rate swaps
(net settled) (122) 140 - 18 17 35

129,183 147,551 68,177 344,911 281 345,192

The table above excludes interest accruing and payable on certain of these liabilities which are
estimated to be HK$13,461 million in “within 1 year” maturity band, HK$22,643 million in “after 1 year,
but within 5 years” maturity band, and HK$17,210 million in “after 5 years” maturity band. These estimates
are calculated assuming effect of hedging transactions and interest rates with respect to variable rate
financial liabilities remain constant and there is no change in aggregate principal amount of financial
liabilities other than repayment at scheduled maturity as reflected in the table.

Derivative financial liabilities:

Contractual maturities

After 1 year, Total
but within undiscounted
Within 1 year 5 years After 5 years cash flows
HKS$ millions HKS$ millions HKS$ millions HKS$ millions
At 31 December 2014
Derivative settled gross:
Cash flow hedges — interest
rate swaps
Net inflow 15 41 - 56
Cash flow hedges — forward
foreign exchange contracts
Inflow 1,349 - - 1,349
Outflow (1,356) — — (1,356)
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Non-derivative financial liabilities:

Contractual maturities

Difference
After 1 year, Total from
Within 1 but within 5 undiscounted carrying Carrying
year years After 5 years cash flows amount amounts
HKS millions ~ HK$ millions ~ HK$ millions — HKS$ millions  HKS$ millions  HKS$ millions
At 31 December 2013
Trade payables 22,309 - - 22,309 - 22,309
Other payables and accruals 61,901 - - 61,901 - 61,901
Interest free loans from
non-controlling
shareholders 1,181 - - 1,181 - 1,181
Bank loans 7,646 56,871 1,015 65,532 (176) 65,356
Other loans 295 202 227 724 (2) 722
Notes and bonds 10,206 87,333 60,027 157,566 1,710 159,276
Interest bearing loans from
non-controlling
shareholders - 5,212 233 5,445 - 5,445
Obligations for
telecommunications
licences and other rights 915 2,208 814 3,937 (682) 3,255
Fair value hedges
— Interest rate swaps (net
settled) (144) (35) 510 331 14 345
104,309 151,791 62,826 318,926 864 319,790

The table above excludes interest accruing and payable on certain of these liabilities which are
estimated to be HK$8,243 million in “within 1 year” maturity band, HK$21,129 million in “after 1 year, but
within 5 years” maturity band, and HK$17,743 million in “after 5 years” maturity band. These estimates are
calculated assuming effect of hedging transactions and interest rates with respect to variable rate financial
liabilities remain constant and there is no change in aggregate principal amount of financial liabilities other

than repayment at scheduled maturity as reflected in the table.

Derivative financial liabilities:

Contractual maturities

After 1 year,

Total

undiscounted

After 5 years

cash flows

but within
Within 1 year 5 years
HKS$ millions HKS$ millions
At 31 December 2013
Derivative settled gross:
Cash flow hedges — interest
rate swaps
Net outflow (229) (501)
Cash flow hedges — forward
foreign exchange contracts
Inflow 20,824 5,992
Outflow (21,092) (6,218)

HKS$ millions

(402)

HK$ millions

(1,132)

26,816
(27,310)
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(h) In accordance with the disclosure requirement of HKFRS 7, other gains and losses recognised in
income statement include the following items:

2014 2013
HKS$ millions HKS$ millions

Change in fair value of financial assets at fair value through profit or
loss - (128)
Losses arising on derivatives in a designated fair value hedge (605) (2,247)

Gains arising on adjustment for hedged item in a designated fair

value hedge 605 2,247
Interest income on available-for-sale financial assets 207 298

(i) Carrying amounts and fair values of financial assets and financial liabilities

The fair values of financial assets and financial liabilities, together with the carrying amounts in the
consolidated statement of financial position, are as follows:

2014 2013
Carrying Carrying
amount Fair value amount Fair value

HKS$ millions  HK$ millions  HKS$ millions  HKS$ millions

Financial assets
Loans and receivables™®

Trade receivables (see note 25) 18,253 18,253 20,695 20,695
Other receivables and prepayments
(see note 25) 47,167 47,167 48,231 48,231
Unlisted debt securities (see note 22) 383 383 392 392
Other receivables (see note 22) 3,610 3,610 4,020 4,020
Long term deposits
(see note 23) - - 36 36
69,413 69,413 73,374 73,374

Available-for-sale investments *

Unlisted equity securities (see note 22) 1,798 1,798 929 929
Managed funds, outside Hong Kong
(see note 23) 4,576 4,576 4,522 4,522
Listed/traded debt securities, outside
Hong Kong (see note 23) 2,806 2,806 3,725 3,725
Listed equity securities, Hong Kong
(see note 23) 4,817 4,817 2,130 2,130
Listed equity securities, outside Hong
Kong (see note 23) 2,641 2,641 6,422 6,422
Financial assets at fair value through
profit or loss” (see note 23) 301 301 301 301
16,939 16,939 18,029 18,029
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Fair value hedges *
Interest rate swaps (see note 22)
Cross currency interest rate swaps
(see notes 22 and 25)

Cash flow hedges *
Interest rate swaps (see note 22)
Forward foreign exchange contracts
(see notes 22 and 25)

Financial liabilities
Financial liabilities*

Trade payables (see note 26)

Other payables and accruals
(see note 26)

Interest free loans from
non-controlling shareholders
(see note 26)

Bank and other debts (see note 28)

Interest bearing loans from
non-controlling shareholders
(see note 29)

Obligations for telecommunications
licences and other rights
(see note 31)

Fair value hedges *
Interest rate swaps (see note 31)

Cash flow hedges *
Interest rate swaps (see notes 26
and 31)
Forward foreign exchange contracts
(see notes 26 and 31)

2014 2013
Carrying Carrying
amount Fair value amount Fair value

HKS$ millions

HKS$ millions

HKS$ millions

HK$ millions

1,262 1,262 1,813 1,813
327 327 814 814

14 14 42 42

901 901 81 81
2,504 2,504 2,750 2,750
88,856 88,856 94,153 94,153
21,760 21,760 22,309 22,309
63,473 63,473 61,901 61,901
1,057 1,057 1,181 1,181
247,613 262,912 225,354 236,743
8,000 8,000 5,445 5,445
3,254 3,254 3,255 3,255
345,157 360,456 319,445 330,834
35 35 345 345

104 104 163 163

1 1 746 746

140 140 1,254 1,254
345,297 360,596 320,699 332,088

carried at amortised costs (see note 45(j)(ii) below)
carried at fair value (see note 45(j)(i) below)

- V-95 -



APPENDIX V

FINANCIAL INFORMATION OF THE GROUP

(1)) Fair value measurements

O]

Financial assets and financial liabilities measured at fair value

Fair value hierarchy

The table below analyses recurring fair value measurements for financial assets and financial
liabilities. These fair value measurements are categorised into different levels in the fair value
hierarchy based on the inputs to valuation techniques used. The different levels are defined as

follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the assets
or liabilities, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3: Inputs for the assets or liabilities that are not based on observable market data (i.e.

unobservable inputs).

At 31 December 2014
Available-for-sale investments
Unlisted equity securities (see note 22)
Managed funds, outside Hong Kong
(see note 23)
Listed/traded debt securities, outside Hong
Kong (see note 23)
Listed equity securities, Hong Kong
(see note 23)
Listed equity securities, outside Hong
Kong (see note 23)
Financial assets at fair value through profit
or loss (see note 23)

Fair value hedges
Interest rate swaps (see note 22)
Cross currency interest rate swaps
(see note 25)
Cash flow hedges
Interest rate swaps (see note 22)
Forward foreign exchange contracts
(see notes 22 and 25)

Fair value hedges
Interest rate swaps (see note 31)
Cash flow hedges
Interest rate swaps (see notes 26 and 31)
Forward foreign exchange contracts
(see note 26)

Level 1

Level 2

Level 3

Total

HKS$ millions

HK$ millions

HK$ millions

HK$ millions

- - 1,798 1,798
4,576 - - 4,576
737 2,069 - 2,806
4817 - - 4817
2,641 - - 2,641
_ 301 - 301
12,771 2,370 1,798 16,939
- 1,262 - 1,262

- 327 - 327

_ 14 - 14

_ 901 - 901

- 2,504 - 2,504
- (35) - (35)
- (104) - (104)
- (1) - (M
- (140) - (140)
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Level 1 Level 2 Level 3 Total
HK$ millions HKS$ millions HK$ millions HK$ millions

At 31 December 2013
Available-for-sale investments

Unlisted equity securities (see note 22) - - 929 929
Managed funds, outside Hong Kong

(see note 23) 4,522 - - 4,522
Listed/traded debt securities, outside Hong

Kong (see note 23) 1,416 2,309 - 3,725
Listed equity securities, Hong Kong

(see note 23) 2,130 - - 2,130
Listed equity securities, outside Hong

Kong (see note 23) 5,100 - 1,322 6,422

Financial assets at fair value through profit
or loss (see note 23) - 301 - 301
13,168 2,610 2,251 18,029

Fair value hedges

Interest rate swaps (see note 22) - 1,813 - 1,813
Cross currency interest rate swaps
(see notes 22 and 25) - 814 - 814
Cash flow hedges
Interest rate swaps (see note 22) - 42 - 42
Forward foreign exchange contracts
(see note 25) - 81 - 81
- 2,750 - 2,750
Fair value hedges
Interest rate swaps (see note 31) - (345) - (345)
Cash flow hedges
Interest rate swaps (see note 31) - (163) - (163)
Forward foreign exchange contracts
(see notes 26 and 31) - (746) - (746)
- (1,254) - (1,254)

The fair value of financial assets and financial liabilities that are not traded in active market is
determined by using valuation techniques. Specific valuation techniques used to value financial assets
and financial liabilities include discounted cash flow analysis, are used to determine fair value for the
financial assets and financial liabilities.

The Group’s policy is to recognise transfers into / out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer.
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Level 3 fair values

The movements of the balance of financial assets and financial liabilities measured at fair

value based on Level 3 are as follows:

2014

2013

HKS$ millions

HK$ millions

At 1 January 2,251 2,159
Total gains (losses) recognised in

Income statement (500) 79

Other comprehensive income 23 79
Additions 105 31
Disposals (56) (100)
Exchange translation differences (25) 3
At 31 December 1,798 2,251
Total gains (losses) recognised in income statement

relating to those financial assets and financial

liabilities held at the end of the reporting period (500) 79

The fair value of financial assets and financial liabilities that are grouped under Level 3 is

determined by using valuation techniques including discounted cash flow analysis. In determining fair
value, specific valuation techniques are used with reference to inputs such as dividend stream and
other specific input relevant to those particular financial assets and financial liabilities.

Changing unobservable inputs used in Level 3 valuation to reasonable alternative assumptions
would not have significant impact on the Group’s profit or loss.

(ii)  Financial assets and financial liabilities that are not measured at fair value but fair value

disclosures are required

Except for bank and other debts as detailed in the table (i) above, the carrying amounts of the
financial assets and financial liabilities recognised in the consolidated financial statements approximate their

fair values.

Fair value hierarchy

The table below analyses the fair value measurements disclosures for bank and other debts.
These fair value measurements are categorised into different levels in the fair value hierarchy based

on the inputs to valuation techniques used.

Level 1

Level 2

Level 3

Total

HKS$ millions

At 31 December 2014

Bank and other debts 199,308

HKS$ millions

63,604

HKS$ millions

HK$ millions

262,912

Level 1

Level 2

Level 3

Total

HKS$ millions

At 31 December 2013

Bank and other debts 170,667

HKS$ millions

66,076

HKS$ millions

HKS$ millions

236,743
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The fair value of the bank and other debts included in level 2 category above are estimated
using discounted cash flow calculations based upon the Group’s current incremental borrowing rates
for similar types of borrowings with maturities consistent with those remaining for the debt being
valued.

(k) Financial assets and financial liabilities subject to offsetting, enforceable master netting arrangements
or similar agreements

The following tables set out the carrying amounts of recognised financial assets and recognised financial
liabilities that:

(1)  are offset in the Group’s consolidated statement of financial position; or
(2) are subject to an enforceable master netting arrangements or similar agreements that covers similar
financial instruments, irrespective of whether they are offset in the Group’s consolidated statement of

financial position.

Related amounts not offset in
the consolidated statement of

Gross  Net amounts

Gross amounts  presented in
amounts of  offset in the the financial position
recognised  consolidated  consolidated Cash
financial  statement of  statement of Financial collateral
assets financial financial assets pledged
(liabilities) position position (liabilities) (received)  Net amounts

HKS millions ~ HKS$ millions ~ HKS$ millions ~ HK$ millions  HK$ millions — HKS$ millions

At 31 December 2014
Financial assets

Trade receivables 242 (98) 144 (105) - 39
Other receivables and
prepayments 302 (172) 130 - - 130
Fair value hedges
Interest rate swaps 1,262 - 1,262 (17) - 1,245
Cross currency interest
rate swaps 327 - 327 - - 327
Cash flow hedges
Interest rate sw