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Unaudited Condensed Consolidated Financial Statements

R EGZ MW LGB R

W

The Board of Directors is pleased to present to the shareholders of
Sun Hung Kai & Co. Limited (the “Company”) the unaudited
consolidated results of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2007 together with the
comparative figures on pages 4 to 38. The condensed consolidated
financial statements have not been audited, but have been reviewed
by the Company’s auditors, Deloitte Touche Tohmatsu, in
accordance with the Hong Kong Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong
Institute of Certified Public Accountants, and by the Company’s
Audit Committee.
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Condensed Consolidated Income Statement
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Unaudited
Six months ended
REE B
ANAARR
30.6.2007 30.6.2006
Notes HK$°000 HK$°000
Bk T#x T#0
Revenue* Wz 2,012,819 604,286
Other income oAl A 311,750 95,733
Total income FLl € 2,324,569 700,019
Changes in inventories LT 5 B (20,746) -
Brokerage and commission A A4
expenses #H (161,344) (114,469)
Direct cost and operating expenses HIBRA RS EH (369,560) (33,788)
Administrative expenses HHEA (633,007) (213,698)
Other expenses HAbE (139,907) (1,821)
Finance costs 3295 % (222,339) (61,270)
777,666 274,973
Net loss on deemed disposal of BAE & B
listed associates Wit o vl g 4L A - (80,784)
Impairment loss of an At ERE
available-for-sale investment JRAE R 1E = (58,203)
777,666 135,986
Share of results of associates PR E=NEE ¥ 150,462 71,033
Share of results of jointly JIe A ] 42 i)
controlled entities UNGIE S 808 (18)
Profit before taxation B BE i e ) 5 928,936 207,001
Taxation BiIE 6 (84,432) (28,697)
Profit for the period AH A 844,504 178,304
Profit attributable to: HEAG A
— Equity holders of the Company — AR ] R 747,085 178,026
— Minority interests — D WUB R RE RS 97,419 278
844,504 178,304
Earnings per share B RELF 8
— Basic (HK cents) —HEA (AL 50.0 14.3
— Diluted (HK cents) —HE G 48.7 14.2
* Revenue is also the Group’s turnover. * AR IR A S B S o



Condensed Consolidated Balance Sheet
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Unaudited As restated
pS% 73 E:v]l|
30.6.2007 31.12.2006
Notes HK$°000 HK$’000
Bk T#T Tt
Non-current Assets U By e
Investment properties Erd<gVES 104,300 92,600
Leaschold interests in land L b RS 134,025 70,908
Property and equipment LUE Y& 4] 122,872 112,782
Intangible assets I & 2,308,458 2,409,982
Goodwill k3 2,504,766 2,540,159
Interest in associates Wi o v £ 2,706,034 2,515,667
Interest in jointly controlled Bk CH A
entities L 2,575 2,932
Available-for-sale investments W AR 9 1,148,751 1,060,578
Statutory deposits e S 71,703 78,687
Deferred tax assets PR AEBLIE B B 56,491 47,415
Amount due from an associate I8 A F Rk 78,000 78,000
Loans and advances to consumer FANA B % P Bk
finance customers TeHk 1,335,243 1,156,998
Loans and receivables B HE R 5,884 33,603
10,579,102 10,200,311
Current Assets L )
Inventories ﬁﬁ 11,198 9,684
Trade and other receivables R e LAt JRE W R 10 17,161,791 3,720,049
Loans and advances to consumer ﬁx/\ﬁlf f%gﬁ B
finance customers 1,740,172 1,654,167
Financial assets at fair value @ﬂ%fﬁﬁﬁﬁ/ P
through profit or loss BIHR W A 7 11 384,061 360,125
Amounts due from associates s A\ Rk 67,039 75,187
Taxation recoverable FEWAEIH 1,991 2,628
Cash and cash equivalents Bl KB4 5 12 1,008,227 1,089,433
20,374,479 6,911,273
Current Liabilities i) £1 4%
Bank and other borrowings due A4 B A SRAT
within one year B A AR 13 (13,303,071) (627,984)
Trade and other payables #8 R At AT W 14 (2,400,377) (1,475,294)
Financial liabilities at fair value WA WRAR N T
through profit or loss H) e 11 B (30,918) (1,972)
Amounts due to a fellow subsidiary [ 2 Bt 8 2 w] 8K (550,890) (750,890)
Amounts due to associates Wi o3 w R R (7,500) (7,296)
Provisions e (70,682) (77,340)
Dividend payable JEAT BB, (122,302) (41,802)
Taxation payable JREAT Fd I (153,194) (73,864)
Loan notes jov &) (67,867) -
(16,706,801) (3,056,442)
Net Current Assets L ) 3,667,678 3,854,831
Total Assets less Current FO% P IR B
Liabilities a1 14,246,780 14,055,142

Sun Hung Kai & Co. Limited # ¥ 3847 Bt 24 5] Interim Report 2007 H* 391 #f i
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Condensed Consolidated Balance Sheet
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Unaudited As restated
KRB giv]l
30.6.2007 31.12.2006
Notes HK$’000 HK$’000
it T#x T#L
Capital and Reserves B Bl
Share capital [} ZN 15 298,842 298,791
Reserves fitifh 8,730,492 8,003,204
Equity attributable to equity AR ] A
holders of the Company JEA RE 2R 9,029,334 8,301,995
Minority interests DB AR 7 1,894,359 1,938,161
Total Equity B2 AU 10,923,693 10,240,156
Non-current Liabilities P UNER
Loan notes B - 66,639
Bonds &% 2,800,000 2,800,000
Bank and other borrowings due — AP HRAT
after one year e FeAb A% 13 103,293 514,588
Provisions HE A 753 920
Deferred tax liabilities R AEBLIE £ 419,041 432,839
3,323,087 3,814,986
14,246,780 14,055,142




Condensed Consolidated Statement of Changes in Equity
fi] Bl &% & BE 25 5 B) R

~

Attributable to equity holders of the Company
AR RRRES

Capital
Share  Share redemption Exchange Revaluation ~ Capital ~ Retained ~ Dividend Minority Total
capital premium  reserve  reserve  reserve  reserves  earnings  reserve Total interests  equity
3 DY
Rk MBS WG NG BGOSR REEA RARE AW TR RRNE
HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
T T T T T T T T T T i

At 1 January 2007, RWOTETH TR

as originally stated RS 28791 27787719 SLI04 56988 83470 2313 3940454 149407 8113206 1,095,186 9208392
Prior year adjustments iR - - - ~ 24005 - (35216) - I88789 8975 1031764
At 1 January 2007, RW0TETA TR

as testated Tl 28791 27787719 SLT04 56988 1038775 2313 3905238 149407 8301995 1938161 10,240,156
Deferred taxation R - - - - ) N - - (200) - (200)
Exchange differences arising on 7 S55b 64

translation of overseas operations ~ HEJE 41 - - - 195 - - - - 19 B0 LS
Gains on fair value changes of Wkt &4 KR

availible-orsale nvesments A THE TG - - - - 05176 - - AN - 576
Release on disposal of HEThHE

available-for-sale investments S E K - - - - (I1060) - - - (I1062) - (I1060)
Share of reserves of associates  F A& AT Bk - - - BI7 15,648 (3,058) - - 40769 - 40769

Netincome recognized directly ~ FBeAHEAERERRAY
in equity A - - - 3009 1oL (302) - - I8IY B0 128419
Profit for the period AR - - - - - - 7085 S MT085 9749 844504

Total recognized income and AR

expense for the period L - - S04 I0LRI (306 4708 - 69 9N
Disposal of subsidiaries HEREAR - - - - - - - - S99 6919
Tssue of subsidiary’s sharesto ~— BEFTHEBA TR T

minority interests YRS - - - - - - - - - 34056 34056
Shares issued il 3l 1435 - - - - - - 1486 - 1486
Adjustment t0 2006 20005

final dividend AR - - - - - - (14) 14 - - -
Dividends declared KERA - - - - - - (150350) 150350 - - -
Dividends paid [:5:3i) - - - - - - - (149421) (149421) (106378) (255,199)
AU30 June 2007 RO0TE6ANE 298842 2780204 SLT04 87082 L1989 (713) 4501959 150350 9.009.334 1894359 10923693
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Condensed Consolidated Statement of Changes in Equity
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Attributable to equity holders of the Company

AR
Capital
Share  Share redemption [Exchange Revaluation  Capital ~ Retained  Dividend Minority Total
capital premium  reserve  reserve  reserve  reserves  earnings  reserve Total ~interests  equity
¥k HY
Rok RevRbt BRIGKAE BERGA TAGK VARG MARN RERE AW RoER  BRAE
HK$'000  HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
THE TEE THE TEE TEE THE TBE TR T TeR TR
At 1 January 2006 1 2006% 1 1H M9141 1124703 51704 (359) 633736 6434 3657178 118342 5840879 369 5,841,048
Deferred taxation SRR - - - 165 (10) - - - 95 - 95
Exchange differences arisingon 7S ESMER
translation of overseas operations  HE % 741 - - - 170 - - - - 170 - 170
Gains on fair value changes of WM EBEE (N
avalable-for-sale investments A TS B - - - - n - - - dan - dn
Release on disposal of TR E
available-for-sale investments £t REE - - - - (518) - - EENALS) ALY
Release on disposal of associates i EE B A KSR - - - BT 69 @30 - - (1069) - (10693)
Share of reserves ofassociates  F AR EF A IRk - - SR U VA ) 17 - - B U0
Netincome recognized directly B HEARRERRAY
in equity BAFH - - -85S 45496 (4290) - - 4981 - 40981
Profit fo the period A - - - - - - 178026 - 106 M8 1T83M
Total recognized income and AMEREIL
expense for the period i - - - 8575 40549 (4290) 178,026 - 587807 278 588,083
Share of transfer of reserve il gl
by associates il - - - - - ) ki) - - - -
Sharesissed Bk 2 6l - - - - - - 6 - 6
Dividends declared TERE - - - - - - (468 74686 - - -
Dividends paid RB%H - - - - - - - (I1834) (1183 (45) (11858))
At30 June 2006 ROGAEOHNE 249143 1124764 51704 8216 1039232 2112 3760550 74686 6310407 4026310809




Condensed Consolidated Cash Flow Statement
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Unaudited {.:
Six months ended g
RE B :
A AR )
30.6.2007 3062006 2
HK$’000 HK$’000 5
T#T T =
OPERATING ACTIVITIES KB &
Cash (used in) generated from operations  #%% (FTH) FifdBi4 B
— Increase in trade and other receivables — 887 T KAt WS 338 (13,499,590) (3,962) i‘:
— Other operating cash flows — A B A 1,251,713 101,901 =
-3
(12,247,877) 97,939 E
Interest received [SLleils) 248,323 138,583  E
Interest paid oAHFLE (166,829) (50,701) -
Taxation paid BRI ST (30,223) ®8.677) S
2
Net cash (used in) from JREBEWE (i) 2
operating activities Pif3 Bl 4T3 (12,196,606) 177,144 2
=
=
INVESTING ACTIVITIES BT |
Proceeds on disposal of an HE— a3 -
investment property Fir kI - 1,400
Purchase of leasehold interests in land Wi AR B - i 25 (65,570) -
Purchase of property and equipment il A\ S T e i (30,999) (8,813)
Proceeds on disposal of property B 4 3 B A
and equipment Fir AR I 1,478 1
Purchase of intangible assets W\ SIEE ¥ (5,680) (1,095)
Additional interest purchased e B g 2 )
in subsidiaries R (1,203) -
Disposal of subsidiaries HH 5 BB A ] 54,903 -
(Payment) repayment of net Wk o vi) Y MR FHY
amount due from associates (fFak) 1) 9,617
Dividends received from associates W B 2 22 8] B8 11,176 9,770
Additional interest purchased a8 AR
in associates R 913) (52,546)
Dividend received from jointly Wi A ] 47 ) A )
controlled entities B 1,173 -
Payment of net amount due from Fe ] 1) 2w MR
jointly controlled entities Tk (183) -
Repayment of net amount due BF AR R
from investee companies K 1,747 -
Dividends received from WO 43k Hh
available-for-sale investments HEBE 12,210 8,439
Purchase of available-for-sale JiE O\ T B
investments wE (95,265) -
Proceeds on disposal of WA O AR
available-for-sale investments Ak I8 301,405 117,504
Repayment (payment) of WE LS
statutory deposits (fF#K) 8,174 (55,605)
Net cash from investing activities A B 35 B 9T 45 BL & B 192,442 28,672
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Condensed Consolidated Cash Flow Statement
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Unaudited
Six months ended
AREE TR
AMARGRE
30.6.2007 30.6.2006
HK$°000 HK$’000
T# T#L
FINANCING ACTIVITIES 307
Dividends paid BB XA (149,421) (118,342)
Payment to minority interests NS et £ (25,939) (302)
Net short-term bank borrowings raised PRI ] SR T A R 12,179,907 33,534
New long-term bank loans raised TRBUH R ST 3% 79,000 -
Repayment of long-term bank loans B R R ST K (8,350) (3,766)
Repayment of amount due to a fellow 352 ) 2R PTG 2 )
subsidiary Bk (200,000) -
Proceeds received from issue of shares of — #§47 i} 8§ A 7 e An 7
subsidiaries to minority interests A B RRE RS T A5 K T 34,056 -
Net proceeds from issue of shares BAT AR A5 4 1,486 63
Net cash from (used in) JRRCETEE S ()
financing activities Ble 11,910,739 (88,813)
Net (decrease) increase in cash and e RBESEH (W)
cash equivalents 34 ImE (93,425) 117,003
Cash and cash equivalents R1H1HMBRER
at 1 January Bl &%k 1,054,503 343,459
Effect of foreign exchange rate changes A7 o 23R A3 i 114 2 (1,079) (87)
959,999 460,375
Cash and cash equivalents at 30 June, %6 ] 30 HiB &K%
represented by Ble 5w
Cash and cash equivalents B4 KB 4 S5 E W 1,008,227 510,345
Bank overdrafts HATEX (48,228) (49,970)

959,999 460,375




Notes to the Condensed Consolidated Financial Statements
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1.

BASIS OF PREPARATION

The unaudited condensed consolidated financial statements
have been prepared in accordance with applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited and with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”).

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements
have been prepared on the historical cost basis except for
certain properties and financial instruments, which are
measured at fair values.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2006.

In the current period, the Group has applied, for the first time,
a number of new standards, amendments and interpretations
(“New HKFRSs”) issued by HKICPA, which are effective
for the Group’s financial year beginning on 1 January 2007.
The adoption of the New HKFRSs had no material effect on
how the results and financial position for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new and revised
Hong Kong Financial Report Standard (“HKFRS”), Hong
Kong Accounting Standard (“HKAS”) and Interpretation that
have been issued but are not yet effective and are relevant to
the operations of the Group. The Directors anticipate that the
application of these HKFRS, HKAS and Interpretation will
have no material impact on the results and the financial
position of the Group.

1.

B ] e

A A8 7 A P07 W A £ B R AR AR
AW IGA 22 5 B A R A " i % B
TH 0 B A 6 1 6 PR 3 D 0 48 8 2
L R 7 9 T A A A o
B RE R R 34 5% [ e 590 5 85 44 i A4
il o

27wt R B

Bty T 3 T B 5 2 4 DA A A
BAh > AR AL W) A5 A T B
AR S RACHE B T A

S T A 45 B B S ORI BRI &t
BUR > BUREE 4R K 2200642 12 1
31HILAEEM BB RHE R &
#ﬁ °

FeAHIPY > SR KR 2 IEH B
ok 7 S 2 € AR A PR R S BT
Kie R (HiRG HHKFRSs]) » %259
HKFRSs20074F1 A 1 H B4R Y5 9
FABURJE R o FRANZ S HTHKFRSs
S 4w ] e 58 AR ) K DA € R
BECE g 2 & X PS4 D
PR AH 7S 7 S i A0 o R R o

5 1 3 U4 S ER A DA R A A A R
A 280l S % I AT B R B AR
A 3 |
(THKFRS1) ~ F#a s #A
(THKAS) st fe o # S BN IR
ZEHKFRS ~ HKASBR 72 RE ¥ 48 [ 1
ESY3ip TRIN S TN
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3. RESTATEMENT OF 2006 COMPARATIVES 3. i %1 20064F b % % &

B
¥

B

S 2. SUMMARY OF SIGNIFICANT 2. MEGGHBORBE ()

§ ACCOUNTING POLICIES (Continued)

=3

5 HKFRS 8 Operating Segments' HKFRS 8 =i

§ HKAS 23 (revised) Borrowing Costs' HKAS 23 i kg

K GLCHD)

(: HK(IFRIC)-Int 11 HKFRS 2 - Group and HK(IFRIC) HKFRS 2 — £ K&
= Treasury Share Transactions? -Int 11 Y % B 22 5
=

;’i ! Effective for annual periods beginning on or after 1 LOJR20094F1 A 1 H SR BB
T January 2009. ARJEIERY o

E 2 Effective for annual periods beginning on or after 1 March 2 JA20074E3 H 1 H SR B bR
p 2007. AR -

;

g The Group acquired UAF Holdings Limited group and Quality FEHR20064F FRFRBEUAF
g HealthCare Asia Limited group (the “Acquisitions”) during Holdings Limited 52 B 5 w2 fd 5t 9 A7
s the second half of 2006. When preparing the consolidated RO ) AR I (MW D) o R =
financial statements for the year ended 31 December 2006, 20064F 12 4 31 H 4 FE 1 4% & I 5
the management was in the process of performing valuations FIRE > 5 B IE 7€ B b 0 B A
on the net assets acquired in the Acquisitions. Thus, the net PV B AT A A o RG> £E2006
assets acquired and goodwill arising from the Acquisitions AR A M B EEE T > WEBOW TSI
could only be determined provisionally in the 2006 PO O\ % TR U

consolidated financial statements. fH °




Notes to the Condensed Consolidated Financial Statements
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3. RESTATEMENT OF 2006 COMPARATIVES 3. % 20064F Wl 8 (%)

(Continued)

The valuations of the net assets were completed in the first B A Z AR 20074 FARAESERE, »

half of 2007, giving rise to adjustments to the net assets WAL T 5 | S50 e N T T A
acquired and goodwill arising from the Acquisitions, including Bla%e > R s MO G
additional amortization of intangible assets (see note 5). As a HEes CLMERES) o BL » AW A &
result, the comparative figures in the consolidated balance EAMRNILERZOCTUES > 2
sheet for the current period are restated as if the adjustments B % SR R U H R » %R
had been recognized on the dates of acquisitions. The effects BRI B TR

of the restatements are analyzed as follows:

Sun Hung Kai & Co. Limited # ¥ 3847 Bt 24 5] Interim Report 2007 H* 391 #f i

As reported As restated

on on

31.12.2006  Adjustments 31.12.2006

2% HH i

31.12.2006 bk 31.12.2006

HK$’000 HK$’000 HK$’000

T T T

Intangible assets L% e 25,441 2,384,541 2,409,982
Goodwill ik 3,475,641 (935,482) 2,540,159

Deferred tax IEAHEFLIE

liabilities B (15,544) (417,295) (432,839)
Reserves A 7,814,415 188,789 8,003,204

Minority interests A BB R 1,095,186 842,975 1,938,161




Notes to the Condensed Consolidated Financial Statements
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4. SEGMENT INFORMATION 4. A HEH
Business segments have been used as a primary reporting RN EEEHERX > @R
format and no geographical segment analysis is presented as A5 I 2 BB E ) R o R R
most of the Group’s major business activities are conducted B WOW e R B KR8 s 43 I 4
in Hong Kong. #r o
Revenue Segment results
Six months ended Six months ended
Beai RS
ANAR SR ARAESZ

30.62007 3062006  30.6.2007  30.6.2006
HK$000  HK$'000 ~ HK$000  HKS$'000
T T Tl Tt

Sun Hung Kai & Co. Limited #f ¥ 3 47 Bt 2 % Interim Report 2007 1 301 % %

(restated) (restated)
(FEF]) (#51)
Wealth management liigg ] 625,076 373,312 250,881 102,988
Securities financing RSO
and term lending HEIME 252,986 145,202 86,824 47,235
Asset management jayg 86,488 34,927 40,963 16,920
Consumer finance YN 537,135 - 120,973 -
Healthcare TR IR Mkt 465,804 - 37,193 -
Corporate finance A SR K
and others Hefls 45,330 50,845 240,832 (31,157
2,012,819 604,286 777,666 135,986
Share of results ELE S
— Associates — AT 150,462 71,033
— Jointly controlled — Sl Fe ]
entities A 808 (18)

Profit before taxation Pt i e ) 928,936 207,001
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4. SEGMENT INFORMATION (Continued)

After the Group acquired UAF Holdings Limited group and
Quality HealthCare Asia Limited group during the second half
of 2006, the components of the Group’s revenue and
contribution changed significantly. As a result, new business
segments were created and certain businesses in reportable
segments presented in prior periods were merged and
reclassified in the second half of 2006. The comparative figures
for six months ended 30 June 2006 were changed accordingly
to conform to the current period presentation. Below is the

4. K HER ()

HLER2006% FREKRBUAF
Holdings Limited &2 B 5 s {e 55 A7
PR ) 45 A% > SR B RS A R
BRALA A AR K52 o B > 782006
AR TR PAE RN R TEH > TR
DHAERE BRI TN EH RO A
ff K EHT 5 JE - BE20064E6H30H
TR A7 A b o oy B i e > DA
AR ZH R o LT B

effect of the changes: i A
New designation and reclassification
[EVEYTE e )
Securities
As reported financing Corporate
on Wealth  and term Asset  Consumer finance
30.6.2006 o lending t finance Healthcare and others
£l S fie C 03 e d 1

3062006 WA
HKS$'000  HK$'000

il WEEE BAME WG R
HKS000  HKS000  HK§'000  HKS'000  HKS'000

Tt  THL Tt TEx T TEx T#R
Revenue Wik
Securities broking and dealing BHRRANHE 24733 21473 - - - - -
Forex, bullion, commodities HEE ~ %4
and futures [iline e 118,88 118,884 - - - - -
Margin finance and other WA R
financing services Jelb s 137438 979 127,642 - - - -
Term loans ek 17,560 - 17,560 - - - -
Corporate finance and others REME LA 15671 29,899 - 34927 - - 50,845
604286 373312 145202 34927 - - 50,845
Segment results VLiEd ]
Securities broking and dealing BHRBLRER 64958 64958 - - - - -
Forex, bullion, commodities HEE ~ %4
and futures TR 33588 33,588 - - - - -
Margin finance and other g C Y3
financing services Fofb s 39,151 1,820 37,331 - - - -
Term loans H ik 9,904 - 9,904 - - - -
Corporate finance and others MR 69,169 2622 - 16,920 - - 49627
206770 102,988 41235 16,920 - - 49607
Unallocated item S il (80,784) - - - - - (80,784)

135,986 102,988

47,235 16,920 - - (31,157)

Interim Report 2007 H ] # 15
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Share of taxation of associates

B
¥
i
5 5. PROFIT BEFORE TAXATION 5. & B nir R A
a Six months ended
g AHAGE
# 30.6.2007 30.6.2006
£ HK$°000 HK$°000
2 Tl T
‘:=' Profit before taxation for the AL
g period has been arrived BRI CEA
' after crediting (charging): (fupp) -
=
= Dividends from listed investments LA 13,998 8,952
)’_: Dividends from unlisted investments Fe b RE R E - 3,278
B Interest income FLEBA 790,181 138,363
E Net realized profit on derivatives fitH: TR OB A A 42,142 9,508
- Net unrealized (loss) profit on derivatives AR THA NS (BH) A4 (22,178) 6,406
S Net profit on dealing in leveraged T A e B i A
=] foreign currencies T 6,888 4131
E Net profit on other dealing activities HAbE R B 7813 17,725
& Net realized profit on trading in BB R S BLEA
= equity securities s 44,774 11,271
= Net unrealized profit on trading in 5’&5 IR R 2R S BLRRA
& equity securities bz 46,044 7,405
Net realized profit on disposal of H A IR 4 ) LS BL R A
subsidiaries (included in other income) (BHEAEHABAT) 50,213 -
Discount on acquisition of associates i I 28 A A 242 9,011
Net realized profit on disposal of HE A R T LB
available-for-sale investments HRFE (B
(included in other income) e AH) 208,315 68,604
Reversal of impairment loss of loans CYNGR RN S
and advances to consumer finance VAR A4
customers (included in other income) (BFETE LM A ) 12,097 -
Reversal of impairment loss of trade R JOH A RO B
and other receivables (included E@Tﬁ[ﬁl (BT A
in other income) AH) 17,680 1,516
Net loss on disposal of an investment H % Pt & 3
property - (140)
Increase in fair value of investment &ﬁ%%’ T
properties (included in other income) (BFAERAB AR 11,700 9,500
Amortization of leasehold interests ]
in land i (965) (777)
Depreciation of property and equipment MR (19,375) (7A473)
Amortization of intangible assets b 3 SIAC (105,335) (1,946)
Impairment loss of intangible assets TR 4 W A e 4R = (1,071)
Net (loss) profit on disposal of equipment & 3kH (BHH) A4 (286) 1
Impairment loss of loans and advances AR B PR R
to consumer finance customers B REE (RE
(included in other expenses) JAbE ) (139,844) -
Impairment loss of trade and R JOH A RO B
other receivables i (63) (610)
Interest expenses )84 (219,226) (50,903)
Interest accrued on outstanding RO — B A 7
advances to an investee company ) wil)=y - (9,294)
Share of profit from discontinued FiAli— ] L A vl
operations of a listed associate A IR H R 57,136 378

FiAti W A v B (16,175) (15,781)
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6. TAXATION 6. BLU L
Six months ended %I
AWASE ]
30.6.2007 30.6.2006 g
HK$’000 HK$'000 =
T#x Tt ‘z
=
Current tax HHIBLE i:
— Hong Kong — T 109,463 24545 2
~ Other jurisdictions — Fofth ) 5 Hu 721 553 %
E
3
110,184 25,098 5
Deferred tax MRIERLIE 2
— Current period — 7R (25,752) 3599 2
]
84,432 28,697 E
w
Hong Kong profits tax is calculated at the rate of 17.5% (2006: T v R 4 B8 77 42 BRI A 5 e SRR
17.5%) on the estimated assessable profits for the period. i M FEBEER17.5% (20064F : 17.5%)
Taxation arising in other jurisdictions is calculated on the R o M) 3l I A BE SR o 3%
estimated assessable profits for the period at the rates of SRR I A ST R B A - e A ] A
taxation prevailing in the countries in the relevant jurisdictions. B SR T W) 3 v BAT B R
o
7. DIVIDEND 7. B A
Six months ended
A SR
30.6.2007 30.6.2006
HK$°000 HK$’000
T T
Interim dividend declared after AL H Rk
the balance sheet date of B RS,
HK10 cents per share IR 10 WAL
(2006: HKS5 cents per share) (2006 48 = FEIRIR 5 WAl) 150,350 74,686
The amount of the interim dividend for the six months ended #E 200746 730 H 758 7 1y v 91 i
30 June 2007 has been calculated by reference to shares in B » RAKIR2007429H 12H Y

issue at 12 September 2007. L BEAT oD T 5
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8. EARNINGS PER SHARE 8. WA
The calculation of basic and diluted earnings per share AR ) B SR 2 A e S A % i
attributable to the equity holders of the Company is based on BRI T3 4% DL R A RO

the following:

Six months ended

Sun Hung Kai & Co. Limited #f ¥ 3 47 Bt 2 % Interim Report 2007 1 301 % %

AR E
30.6.2007 30.6.2006
HK$°000 HK$’000
T#0 T
Earnings A
Earnings for the purpose of VAR LA
basic earnings per share FEAZ A
(profit for the period ZH8A (RAw
attributable to equity holders JBE TR A AR
of the Company) i F)) 747,085 178,026
Effect of dilutive potential T AE W A
ordinary shares: WA
— Adjustment to the share of — kg A E B IR
results of associates based i 7 R
on dilution of their Ak e 3 4
earnings per share Py = (1,252)
Earnings for the purpose of P VAR S

diluted earnings per share HA Z BA 747,085 176,774
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8. EARNINGS PER SHARE (Continued)

8. WM (4)

Six months ended

AEH &R
30.6.2007 30.6.2006
’000 ’000
T THe
Number of shares e %
Weighted average number of RN e R TN
ordinary shares for the purpose R 3 9 e
of basic earnings per share RElid 1,494,086 1,245,703
Effect of dilutive potential VAR
ordinary shares: W
— Warrants — R B HE 40,615 1,007
Weighted average number of FH DAt S B
ordinary shares for the purpose ) 3 4
of diluted earnings per share -3 e i 1,534,701 1,246,710
9. AVAILABLE-FOR-SALE INVESTMENTS 9. Wk iy B BE
30.6.2007 31.12.2006
HK$’000 HK$’000
T#T T
Listed equity investments issued A SEEATHY b
by corporate entities, JRRERE » %A TE
at fair value
— Listed in Hong Kong — A BT 827,768 901,776
— Listed outside Hong Kong —FEFFUELAAD bl 128,916 9,151
956,684 910,927
Unlisted equity investments M A SEEATHY
issued by corporate entities, I b R AR
at fair value AFE 192,067 149,651
1,148,751 1,060,578

Sun Hung Kai & Co. Limited # ¥ 3847 Bt 24 5] Interim Report 2007 H* 391 #f i
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=  10. TRADE AND OTHER RECEIVABLES 10. 58 8 K I fib ME e M
(=]
(o]
g 30.6.2007 31.12.2006
& HK$°000 HK$°000 HK$'000 HK$'000
=) ST SH — T S —
g T#L T#L T T
=
z Trade receivables e
% — Accounts receivable N
o from exchanges, BEREF
z brokers and clients e 2,090,640 1,220,966
3 — Less: impairment =¥ : W (7,850) (5,903)
g 2,082,790 1,215,063
2 Secured term loans LA B R 649,531 438,229
2 Less: impairment W : W (16,308) (24.928)
on — S
=
=
£ 633,223 413,301
2 o o
2,716,013 1,628,364
Margin loans oG 2,818,495 1,841,891
IPO financing HRA BRI R 11,229,421 -
Less: impairment W R (49,253) (58,461)
13,998,663 1,783,430
16,714,676 3411794
Current portion of leasehold ~ FA—4 M ZI 41y
interests in land L TS 3,110 1,622
Interest receivables FEWCRI B 58,252 44,406
Other accounts receivable, AW -
deposits and prepayments e RN ER 386,388 290,610
17,162,426 3,748,432
Less: long term portion W AR K
of term loans and oAb
other receivables R 2 (635) (28,383)

17,161,791 3,720,049




Notes to the Condensed Consolidated Financial Statements

fi W) %% & B B o 3R M RE

(\9
p—

10. TRADE AND OTHER RECEIVABLES

(Continued)

The aging analysis of the trade receivables and secured term
loans is as follows. No aging analysis on margin clients’
receivables and IPO financing is disclosed as, in the opinion
of the Directors, an aging analysis is not meaningful in view

of the nature of the business of securities margin financing

10. 58 5 B I fb W Mk (A7)

VAT s 258 7 R WS A7 16 9 A7 80 £
ARAHRE A AT o AN BRE R SR KR
JF MMM B 1 R B AR B R I R
BT > ik o IR 2 R ) R S K
B CE WA B AR TR B R B 0

and IPO financing. B MR R IR U 3 A 3 JE R
o

30.6.2007 31.12.2006

HK$’000 HKS$’000

TH# Tt

Current P35 2,509,167 1,472,448
31-60 days 31— 60K 84,652 33,308
61-90 days 61 — 90 K 20,192 10,841
Over 90 days 90 KW | 126,160 142,598
2,740,171 1,659,195
Less: impairment W AE (24,158) (30,831)
2,716,013 1,628,364

There were listed securities, unlisted securities and properties
of clients held as collateral against secured margin loans and
term loans. The fair value of the listed securities at 30 June
2007 was HK$21,701,397,000 (2006: HK$11,022,589,000).

HEFHEER EhiEs -k Ldi
5 B AR F AT BRI 38 25 R A
AR ISR Z R 5 o 200746
H30H » W% EHis S A FH %
21,701,397,000¥JC (20064 :
11,022,589,000 %) °

Sun Hung Kai & Co. Limited # ¥ 3847 Bt 24 5] Interim Report 2007 H* 391 #f i
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S 11. FINANCIAL ASSETS AT FAIR VALUE 11 38 %88 e 2k MR 4% 2 °F- i 5 Bl vy
g THROUGH PROFIT OR LOSS W B ¥
s
5 30.6.2007 31.12.2006
£ HK$"000 HK$°000
= T Tt
<
% Held for trading investments LT (N4
e Equity securities listed in AEAT S LTI B RO
:g Hong Kong, at fair value I WA TE
T — Issued by corporate entities — B4R EEAT 72,009 85,141
g —Issued by banks — HERITEEAT 32,033 36,344
;' — Issued by public utility — A B KM
; entities BT 37 465
E
g 104,079 121,950
i Overseas listed equity securities H A 3BT RS
Z issued by corporate entities, bR
at fair value A TE 10,576 4,732
Warrants and options listed in AT LTl R R
Hong Kong, at fair value BB SR HIRE > F A 8,458 1,727
Other held for trading HAbF e H B RE »
investments, at fair value RAPAE 603 586
Overseas unlisted equity H A 3L BEAT R IAT
investments issued by I b AR
corporate entities, at fair value HRAPAE 3,908 -
127,624 128,995
Equity securities in unlisted ke BN BB R A
investment funds, at fair value BeHERE SR o AT
— Issued by corporate entities — HA WL 3
outside Hong Kong BT 256,437 231,130
384,061 360,125
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12. CASH AND CASH EQUIVALENTS RBEERBEEHD s
(=3
o
30.6.2007 31.12.2006 5
o,
HK$°000 HK$°000 &
T Tt £
£
Bank balances and cash SRATEAF B4 553,274 557,427 E
Fixed deposits with banks AT E AR 447,232 524,331 =
Treasury bills I o 2 7,721 765 &
g
-3
1,008,227 1,089,433 :-'Q
E
£
The Group maintains trust and segregated accounts with £ i B MR AT RO £S5 0 S S R S
licensed banks to hold clients’ deposits arising from normal Fo RREHWERNTENFEE 2
business transactions. At 30 June 2007, trust and segregated JTERK o 200746 H30H » ARMH 2
accounts not dealt with in these financial statements totalled A 5 1 A5 W0 B S R P It EC
HK$4,248,363,000 (2006: HK$3,461,364,000). 4,248,363,000¥5C (20064 : z
=
wv)

3,461,364,000¥ ) -
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=  13. BANK AND OTHER BORROWINGS 13. 8447 B 3 b A5 A%
(=]
(o]
g 30.6.2007 31.12.2006
& HKS$°000 HK$°000
=) . .
i T#T T
=
z Bank loans AT X
i — Secured loans — B 931,827 56,000
= — Unsecured loans — S A K 12,304,080 1,000,000
=
=
2 13,235,907 1,056,000
E — Secured instalment loans — A o 3014 113,423 42,773
S
Q
2 13,349,330 1,098,773
2
z .,
== Bank overdrafts SRITE L
£ — Secured overdrafts —HHIE X 41,073 34,638
2l 3
— Unsecured overdrafts — S X 7,155 292
48,228 34,930
Total bank borrowings SRATHEAE K 13,397,558 1,133,703
Advance from a minority KA D BIBIR
equity holder ik 795 856
Finance lease obligation il giiNEgiv 11 13
Other borrowings H A % 8,000 8,000
13,406,364 1,142,572
Analyzed for reporting Tkl H i
purposes as: B4 AT
Current liabilities AR 13,303,071 627,984
Non-current liabilities e B L E 103,293 514,588
13,406,364 1,142,572
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14. TRADE AND OTHER PAYABLES 14. 888 K 3 fib KE £ W =
S
a
3062007 31122006 5
HK$000 HK$'000 &
T THE %
Z
Trade payables FR HEAT IR ‘z
— Accounts payable to — 5~ =
exchanges, brokers BOEREF i:
and clients JREA 1,773,107 1,036,033 ;’f;
Other accounts payable FA R A e B 2
and accruals AT 620,866 434,622 E
Amounts due to End gl S
investee companies Bk 6,404 4,639 ;
2,400,377 1475294 £
:
The aging analysis of the trade payables is as follows: KB EATIR AR IR A BTN -
30.6.2007 31.12.2006
HK$°000 HK$°000
T#x T#L
Current B A 1,745,445 1,016,219
31-60 days 31 — 60K 3,229 7,801
61-90 days 61 — 90K 13,914 2,787
Over 90 days 90 XML | 10,519 9,226

1,773,107 1,036,033
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15. SHARE CAPITAL 15. B A
Number of shares Share capital
ety H JeA
30.6.2007  31.12.2006 30.6.2007  31.12.2006
’000 ’000 HK$°000 HKS$’000
T T T# T
Ordinary shares B R
of HK$0.2 each 0270
Authorized: WA
Balance brought forward HAk ER
and carried forward W 15,000,000 15,000,000 3,000,000 3,000,000
Issued and fully paid: BEAT B R A
Balance brought forward kL 1,493,957 1,245,703 298,791 249,141
Exercise of warrants AT IR RE 253 254 51 50
Issue of new shares BATHRAY - 248,000 - 49,600
Balance carried forward HEFET 1,494,210 1,493,957 298,842 298,791

On 25 May 2006, the Company issued warrants with an
aggregate subscription price of HK$1,494,843,786 on the basis
of one warrant for every five existing shares of the Company
held by the shareholders (“2009 Warrants™). The holders of
2009 Warrants are entitled to subscribe at any time during 1
June 2006 to 31 May 2009 for fully paid shares at an initial
subscription price HK$6 per share (which was subsequently
adjusted to HK$5.88 per share on 20 September 2006). During
the current period, 252,564 new shares of HK$0.2 each were
issued upon the exercise of 2009 Warrants. The aggregate
subscription price of the outstanding 2009 Warrants at 30 June
2007 were HK$1,491,856,104.

R20064E5 H25 H » A R HR R
A B AR ) BUA JReA 0 5 —
PRIBHER (12009 A ]) 2 3 e
ST 5w AR 5 1,494,843,786
e IC IR R RERE o 200958 B AE 8 IR
THFA ARER > 7200646 H 1
H 2200945 H 31 H 1 8 Z AT ] IR [
P> DA 2B R 5 4 IR o vk oT (B AR
200649 H 20 H 3 2 2 45 5t 5.88
JG) > TR SRR R R e o AR
P 1200958 JBEHE 78 45 AT 158 1T 86 AT Y
B0 2WETTHT B %5 252,564 08¢ T
200746 H30H » REATH 20097
B HE RE MY R OME MO OB A
1,491,856,104 57T ©
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16. DISPOSAL OF SUBSIDIARIES 16. i 5 B & 2 ¥ =
In May 2007, the Group disposed of a group of subsidiaries 200745 7 SR A — AL S 2
engaging in the treasury investments and the provision of 5 B0 T AR 3 4 4 il 3 5 JHC A A 2
mortgage finance and other related services, and the profit on e s o OB 2 ) o o SRR A AL A z
disposal was included in the consumer finance segment. The TEFANBA S 43 TE P o % 40 P B A ) 5

net assets of the group of subsidiaries at the date of disposal R H R AT

were as follows: E
=
HK$°000 e
T B
T 3
B
Net assets disposed of Hh B R E
— Cash and cash equivalents — Bl MBI & EMY 193,306 E
— Property and equipment S/E V&L 15 :]
— Financial assets at fair value — BB AR IR IR A E S IR ;
through profit or loss Py B 25 Y 6,769 =
— Deferred tax assets — B AL FLIE 2,612 i
— Loans and advances to consumer — AN H % PR K g
finance customers K 8,167 i
— Accounts receivable, deposit — JEWCHE ~ %4 K% a
and prepayment A 22,282
— Accounts payable and accruals — WEAH AR A HE w2 (2,621)
230,530
Minority interests A BB SRR RS (69,129)
161,401
Attributable goodwill o v 36,595
197,996
Profit on disposal* R * 50,213
Total consideration settled by cash DAL S A i AR 248,209
Net cash inflow arising on disposal Hh S T 5 | B0 B i A\ R
— Cash consideration — BleRAE
(after deducting expenses) (THBr&Em) 248,209
— Cash and cash equivalent disposed of — M BB & K &S (193,306)
54,903
#  The profit on disposal of the subsidiaries attributable to the equity ko AR TE] JREROREAN B O A M A W
holders of the Company (i.e. after deducting the minority interests) FCER 4 B A B R RE 25 12) %

was HK$18,718,000. 18,718,000¥ € °
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S 17. COMMITMENTS 17. 7% 5
S
% (a) Capital commitments (a) BEA KW
g
£
3—2 30.6.2007 31.12.2006
- HK$°000 HKS$’000
2 T#xL T#L
e
ﬁ Contracted but not provided for T2 A1{H A 7E I 7 # 4 H
’f in the financial statements i e fhi 26,342 38,643
2 Authorized but not CuibE AR
3 contracted for e 4,566 1,000
S
2
= 30,908 39,643
¥:
2
= (b) Commitments under operating leases (b) B AL R I
=
Z At the balance sheet date, the Group had commitments RETEH > SRR TS
for future aggregate minimum lease payments under non- LA > RE A= - B
cancellable operating leases related to its office premises, O~ HEEBE ~ BRI A MM A
medical centres, elderly care homes and office equipment TR AR A AT 1) e AR B 5 sk 1 PR
which fall due as follows: WE
30.6.2007 31.12.2006
HK$’000 HK$°000
Tt T
Within one year —4EN 94,990 118,097
In the second to BIEES R
fifth years inclusive AR 80,302 116,895
After fifth years Eiacedi - 5

175,292 234,997
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18. CONTINGENT LIABILITIES 18. B 24 f1 fi 5

(a) At the balance sheet date, the Group had guarantees as (a) WEESEH > SBEA TR - E

follows: &

£

3062007 31122006 i

HK$°000 HK$'000 <«

T#E T

g

Indemnities on banking BT — W& L3

guarantees made available T B A v E

to a clearing house and TR P E

regulatory body AR 5,540 5,540 S

Other guarantees HAb PR 1,400 12,098 2

2

6,940 17,638 =

=

=

wv)

(b

=

In June 2006, the Company received notice of a 2001
order made by the Hubei Province Higher Peoples Court
in China freezing US$3 million of funds (or assets of
equivalent value) of Sun Hung Kai Securities Limited
(“SHKS”), a wholly-owned subsidiary of the Company,
pursuant to which SHKS’s shares in Chang Zhou Power
Development Company Limited in China (the “Chang
Zhou Shares”) (worth US$3 million) were frozen. SHKS
had sold all of its beneficial interests in the Chang Zhou
Shares in 1998. The Company continues to investigate
the matter.

(b) FA20064FE6H » A2 Fl HHE 1R
WAL WA REBE#E200 147
HIAEEH Z B > P REEARA
W] — 2 R 2 DR RS A
R v W) (BT R B 2 ]) SE3 &
EILME S RE M ERE) - 1
W > TR A R 2 RN
T8 AT B 7] IRy (TR Bt
1) (AR 3 B #3o0) W32 0
# o BTUEELEE S TR 19984F- t
B R Bty Z BT E 2 his o A
2 ] S SRR O T A A o
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19. MATURITY PROFILE OF ASSETS AND 19. % & K& 1 55 20 9 4 b
LIABILITIES
At 30 June 2007
200746 30 H
Within3 3 months 1year After On
months  tolyear  toS years 5 years demand Total
=R —A

SWAK E-R O BEE TSR WEER wm
HK$'000  HK$000  HK$'000  HK$000  HK$'000  HKS$'000
T THxL T TEG T Tl

Sun Hung Kai & Co. Limited #f ¥ 3 47 Bt 2 % Interim Report 2007 1 301 % %

Assets B

Loan note due from — il A

a listed associate Jii R SR - - 78,000 - - 78,000
Loans and advances to MAMBEEF

consumer finance customers  Eeak XK 410549 1,071,217 1,293,635 84,896 320,180 3,180,477
Fixed deposits with banks e 44723 = = = - M1
Treasury bills i % 7,721 = = = = 7721
Secured term loans A 95098 447812 = - 106621 649,331
Liabilities afx
Bank loans and overdrafts RSB 13,286,642 7,629 92317 60,970 - 13397558
Short-term loan due to vl ITEA

a fellow subsidiary A R S - 500,000 - - - 500,000
Loan notes B R - 67,367 - - = 67.867
Bonds fi% - - 2,800,000 = - 2,800,000
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19. MATURITY PROFILE OF ASSETS AND 19.%ERAFEBM A0 (F) -
LIABILITIES (Continued) i
At 31 December 2006 5
20064 12 831 A £
Within3 3 months [ year After On k=
months tolyear o5 years 5 years demand Total
=i —iEE

ZWAn ER T AR REER o
HKS000  HKS'000  HK$'000  HK$000  HKS'000  HK$'000
T#r  TEx  TEx  TEx TEx TEx

Sun Hung Kai & Co. Limited ¥ ¥ 35 H B A #

Assets j(:3

Loan note due from —fH Ll AR

a listed associate Ji R B - - 78,000 - - 78,000
Loans and advances to BAMBEEF

consumer finance customers Ak SR 41882 1,108643 1,043,795 71853 225286 2871459
Fixed deposits with banks BATEME K 524331 - - - - 54331
Treasury bills i 7,675 - - - - 7,675
Secured term loans R AR e 186,007 8412 27,600 - 206120 438229
Liabilities g
Bank loans and overdrats BB 597,955 2,168 514,580 - - 1,133,703
Short-term loan due to sl ITEA

afellow subsidiary AR - 700000 - - — 700000
Loan notes e - - 66,639 - - 66,639
Bonds i - - 2,800,000 - - 2,800,000
The above tables only list out the assets and liabilities which b3 FOB) A I R R LA

have a term of maturity. Overdue assets are reported as on 208 309 I A R Y A A1) A B IRE R

demand. WK e
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20. FINANCIAL RISK MANAGEMENT 20. 4 ik L By 45 Bl
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Risk is inherent in the financial sector and sound risk
management is a cornerstone of prudent and successful
financial practice. That said, the Group acknowledges that a
balance must be achieved between risks control and business
growth. The principal financial risks inherent in the Group’s
business are market risk, credit risk, liquidity risk and interest
rate risk. The Group’s risk management objective is to enhance
shareholder value while maintaining risk exposures within

acceptable limits.

The Group’s risk management governance structure is
designed to cover all our businesses and to ensure various
risks are properly managed and controlled in the course of
business. The Group has a sound risk management
organizational structure as well as comprehensive policies and
procedures for risk management which are reviewed regularly
and modified where necessary in response to changes to

markets, the operating environment or business strategies.

The Board of Directors, representing the interests of
shareholders, has the ultimate responsibility for risk
management. The Board, with the assistance of its committees,
has the primary responsibility for the determination of risk
management strategies and for ensuring that the Group has
an effective risk management system to implement the risk
management strategies. The Risk Management Committee
(“RMC”), established by the Board of Directors as a standing
committee and supported by the Group’s Risks Control
department (“RCD”), is charged with the major responsibilities
to define, analyse, and ensure, through appropriate
mechanisms, the monitoring of the various risks which may
be encountered by the Group from its various activities
pursuant to the written terms of reference of the Committee.
The RMC shall also act as a provider of assurance (in
conjunction with the Group’s Internal Audit and Compliance
departments and the external auditors) to the Board in its

annual review of various risk management functions.
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20. FINANCIAL RISK MANAGEMENT
(Continued)

The function of the Credit Committee (“Credco’), which
reports to the Executive Committee of the Board of Directors,
is to ensure the proper monitoring and control of the credit
activities, risks and exposure of the Group. The Group’s
Internal Audit and Compliance departments have
responsibilities to perform regular reviews to supplement the
various internal control measures adopted by the management
and various divisions within the Group, to ensure compliance
with policies and procedures.

(a) Market Risk

(i) Trading Risk

Market risk primarily arises from our “Available-for-
sale” investments, various managed funds
investments, as well as trading activities including
market-making and proprietary trading. Trading
activities across the Group are subject to limits
approved by the RMC. The RCD independently
monitors and reports the positions, risks and profit
and loss (“P&L”) of its proprietary trading activities
involving derivatives, leveraged foreign exchange,
bullion and other metals contracts. Proprietary trading
exposures are measured on both a “mark-to-market”
and a “mark-to-fair” basis, and “maximum loss’” and
“position” limits are used. Value at Risk (VaR) and
stress-tests are also used in the assessment of risk.
These are approaches that assist in the quantification
of risk by combining the size of a position and the
extent of a potential market movement into a potential
impact on P&L.

The Group’s various proprietary trading positions and
P&L are reported daily to senior management for
review. The Group’s Internal Audit department also
performs audits to supplement the above controls to
ensure compliance with the established market risk
limits and guidelines.

20. 4 b B B A B (4F)
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20. FINANCIAL RISK MANAGEMENT
(Continued)

(a) Market Risk (Continued)

(ii) Foreign Exchange Risk

Foreign exchange risk is the risk to earnings or capital
arising from movements of foreign exchange rates.

The Group’s foreign exchange risk primarily arises
from currency exposures originating from its
leveraged foreign exchange business or purchases of
foreign securities on behalf of clients. Foreign
exchange risk is managed and monitored by the
relevant department under the limits approved by the
Board or other relevant committees. In relation to
our leveraged foreign exchange activity, our position
is that of a market-maker, and accordingly our risk
is our open currency positions which are subject to
management approved limits and are monitored and
reported daily. The other possible risk is primarily a
derivative foreign exchange risk for a client who does
not or cannot meet margin calls following any period
of substantial currency turbulence.

Our principal lending operations are carried out in
local currency to obviate foreign exchange risk.
Accordingly, the Group has no significant exposure

to foreign exchange fluctuations on loan assets.

(b) Credit Risk

Credit risk arises from the failure of a customer or
counterparty to meet its settlement obligations. It arises
principally from lending, settlement, treasury, market-
making, derivatives, proprietary trading, and other
activities undertaken by the Group.

The Group’s credit policy, governed by the Credco, sets
out in detail the credit approval and monitoring procedures,
which are established in accordance with sound business
practices, the requirements and provisions of the relevant
ordinances, and where applicable, the codes or guidelines
issued by the Securities and Futures Commission.
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20. FINANCIAL RISK MANAGEMENT
(Continued)

(b) Credit Risk (Continued)

(c)

Day-to-day credit management is performed by the
Group’s Credit department with reference to the
aforementioned criteria including creditworthiness,
collateral pledged, and risk concentration of the counter-
parties. Decisions made daily by the Credit department
are reported and reviewed by the Executive Directors and
senior management of the Group and by the Credco at its
regular meetings.

Liquidity Risk

The Group manages its liquidity position to ensure the
Group maintains a prudent and adequate liquidity ratio,
in strict accordance with statutory requirements. This is
achieved by the management, comprising the Executive
Directors, the Director of Banking & Treasury, the Chief
Financial Officer and relevant senior managers monitoring
the liquidity position of the Group on a daily basis to
ensure the availability of sufficient liquid funds to meet
all obligations and compliance with the statutory
requirements such as the Financial Resources Rules
applying to various licensed subsidiaries.

(d) Interest Rate Risk

Interest rate risk primarily results from timing differences
in the re-pricing of interest bearing assets, liabilities and
commitments. The Group’s interest rate risk exposure
arises mainly from margin financing and other lending
activities undertaken. The Group has the legal capacity
to quickly recall such loans or re-price its margin loans
to an appropriate level. Its interest-sensitive positions can
readily be identified. Interest rates paid by the Group are
managed with the aim of maximizing the spread of interest
consistent with liquidity and funding obligations.
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20. FINANCIAL RISK MANAGEMENT 20. 4 i, Be 4T L (AF)
(Continued)
(d) Interest Rate Risk (Continued) (d) A M B ()
The exposure of the Group’s material fixed-rate assets VAR % S5 18 1 3 0 PR BB R
and liabilities to fair value interest rate risks and their Wi T s R R AL
contractual maturity dates are as follows: AR B H -
Interest Within More than
rate lyear Inyear2 Inyear3 [Inyeard Inyear5  Syears Total

HEEX ~EWORECE O OREZE RIME ORWRE RANRE AR
HKSO0)  HKS'000  HKSO00  HKS000 HKS000  HKS000  HKS'000
T TEx  TEC TR T TR TR

Sun Hung Kai & Co. Limited #f ¥ 3 47 Bt 2 % Interim Report 2007 1 301 % %

At30 June 2007 200746 130 H

Fixed deposis wih banks ST €V 125%-495% 44123 = = - = BT Fk)
Treasury bills i 479% ol - - - = -
Loan note due from —MEwREAT

alisted associate 4-cet 25% - 78000 - - - - T80
Loans and advances to HARE

consumer finance g ﬁ E%X&

customers % 156%-444% 1668914 580726 342978 185435 6238 2991 2862362
Bank loans Rk 485%-659%  (13,235907) = = - = - (13235907)
Short-term loan due to KM AR AR

afellow subsidiary st 5.54% (500,000) - - - = - (500,000)
Loan notes AR 4% (67,367) = s = = - (67860
Bonds s 531% = - (2:800.000) - = = (280000
At 31 December 2006 #2006 4 12 J1 31 H

Fixed deposits with banks ST iAak 25%5.13%  SURI - - - - - Ul
Treasury bills % 5.03% 1475 - - - - - 68
Loan note due from — i LG E AR

alisted associate FiR i 25% - 8000 - - - - T80
Loans and advances to BAHH

consumer finance FRERR

customers 3k 189%-444% 1599297 54235 284915 14T 0655 17599 2621436
Bank loans §ffhat 49%-12% (576,000) (4650000 (15,000) - - - (1,056,000)
Short-term loan due to KRB AR

afellow subsidiary R 495% (700,000) - - - - - (700,000)
Loan notes AR 4% - (666%9) - - - - (66639)

Bonds % 5.34% - = (2800,000) - - - (2.800000)
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20. FINANCIAL RISK MANAGEMENT 20. 4 ik R BE 4 PR (4 ) =
(Continued) i
(d) Interest Rate Risk (Continued) (@ % BB (A1) g
£
The exposure of the Group’s material floating rate assets VAT 22 25 0 h S B 4 ) G B, g
and liabilities to cash flow interest rate risks and their S Ja B ) TRV B AR R -

contractual maturity dates are as follows: i > PARIH AR MBI A -

Interest Within More than
rate Iyear Inyear2 Inyeard 1Inyeard [Inyear5  Syears Total

HeE% ~EWORECRE O OREZE RIME ORERE RARE 4K
HKSO0)  HKS'000  HKSO00  HKS000  HKS000  HKS000  HKS'000
TG TR TEC TR T TED TEx

Sun Hung Kai & Co. Limited ¥ ¥ 35 H B A #

At30 June 2007 20074 6 130 H

Margin loans and BB E KA

PO financing bilsced 6%20%  NAEN NAREN NAEN NAKEN NAREN NAREN 13,998,663
Secured term loans AR 175%-29.19% 633223 = - = = -
Loans and advances to AR

consumer finance FRERR

customers 3k 075%-1575% T2 23086 22299 18956 15339 615 213083
Bank overdrafts REL 5.2%-17% (48228 - - - = - (@8

Secured bank instalment loans  F AT 2 M1k 5.35%-6% (10,136) (10,627 (7570) (20,6000  (3,520)  (60970) (113,423)

At 31 December 2006 #2006 4 12 J1 31 H
Margin loans R 5%2098%  NATER NARER NARER NATER NARER NARER 1783430
Secured term loans LR TME682%  BSTOL 27,600 - - - - A
Loans and advances to PR

consumer finance FRERR

customers 3 8T5%-1575% 48T 22035 20611 1850 13992 59690 189729
Bank overdrafts B 8.5%-875% (34930) - - - - - (3490)
Secured bank instalment loans  HIEMRAT MR 4.97%-6% 193 8473 (1867 (18.240) - - @m)
No aging analysis on the margin loans and IPO financing AN FR R S OK B P ORI
is disclosed as, in the opinion of the Directors, an aging U B IR R B MR B 43 A >
analysis is not meaningful in view of the nature of the FH P 25 1 38 8 7 TR Al S B 1 IR
business of securities margin financing and IPO financing. AR S HCEB R > H
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21. SUBSEQUENT EVENT QL HD B2 H N

On 7 June 2007, the Group entered into a conditional sale and 20074E6 H7H > 48 B —[F & M
purchase agreement with a fellow subsidiary to sell the Group’s Ji§ 2 Y L — YA e R bk -

22.428% interest in Yu Ming Investments Limited, an associate HEEER—HEAF [HERER
of the Group, at a consideration of HK$166,888,392. The PR 22,428 % Wk » IRE %
agreement was completed on 31 August 2007 and resulted in 166,888,392k 70 o #% I 1w 142007
a profit of approximately HK$7,200,000. Details of the AE8 31 H S » #R£1457,200,000
transaction were contained in the Company’s circular T o RETHAZ By W wE R O R A
published on 3 July 2007. AFR200747 73 H P80 @

H1 o
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Report on Review of Interim Financial Information
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TO THE BOARD OF DIRECTORS OF
SUN HUNG KAI & CO. LIMITED

INTRODUCTION

‘We have reviewed the interim financial information set out on pages
4 to 38, which comprises the condensed consolidated balance sheet
of Sun Hung Kai & Co. Limited as of 30 June 2007 and the related
condensed consolidated income statement, statement of changes
in equity and cash flow statement for the six-month period then
ended and certain explanatory notes. The Main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard (“HKAS”)
34 “Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. The directors are responsible for
the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is
to express a conclusion on this interim financial information based
on our review, and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

‘We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial information consists of making
enquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.
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Report on Review of Interim Financial Information
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CONCLUSION %5 i

Based on our review, nothing has come to our attention that causes ~ HRIF I AN P25 B TAE » AR A HER

us to believe that the interim financial information is not prepared, 4T I8 > 5 F A FH 45 b v 199 54 75 ¥

in all material respects, in accordance with HKAS 34. AT TR A R R R i
QI SR 34 5% B L2 SR AL -

Deloitte Touche Tohmatsu 88 o BT BT A RHRAT
Certified Public Accountants eSS om ]

Hong Kong &

12 September 2007 2007429 12H



Dividend and Book Close
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The Board of Directors is pleased to declare an interim dividend
of HK10 cents per share (2006: HKS cents per share) payable to
the shareholders whose names appear on the register of members
of the Company on 8 October 2007. The register of members and
the register of warrant holders will be closed from 4 October 2007
to 8 October 2007, both days inclusive, during which period no
transfers of shares or warrants will be registered. In order to qualify
for the interim dividend, all transfer forms accompanied by the
relevant share certificates or in the case of warrant holders, all
subscription forms accompanied by the relevant warrant certificates
and exercise money, must be lodged with the Company’s registrars,
Tricor Secretaries Limited of 26th Floor, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong for registration not later
than 4:00 p.m. on 3 October 2007. Dividends are expected to be
dispatched on 23 October 2007.
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Management Discussion and Analysis

B O W & BT
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RESULTS

For the six months ended 30 June 2007, the Group recorded a
profit before tax of HK$928.9 million (2006: HK$207 million).
Profit attributable to equity holders of the Company amounted to
HK$747.1 million (2006: HK$178 million). Earnings per share
were HK50 cents (2006: HK14.3 cents).

The Group has completed a valuation of the net assets of the
consumer finance business and the healthcare business which were
acquired in 2006 and has started to account for the amortization
of the intangible assets identified. Profit for the period was
calculated after amortization charges of the intangible assets of
approximately HK$105.3 million. Although these charges will be
incurred on an annual basis, over the estimated economic life of
these intangible assets, it must be emphasized that they are of a
non-cash nature and do not affect the operating cash flows of the
Group whatsoever. As a consequence of this valuation exercise,
goodwill arising from the acquisitions has been restated at its cost
and will be subject to impairment testing in accordance with the

Group’s standard accounting policy.

During the period, the operating profit of the Group increased
significantly across our various business divisions. Our equities
brokerage income registered significant growth which was
attributable to a surge in market turnover as a result of foreign and
domestic inflows of funds in anticipation of the potential effects
generated by Qualified Domestic Institutional Investor (“QDII”)
arrangements and continued speculation over appreciation of the
RMB. Apart from the equities broking business, the Group also
recorded increased interest income from margin loan and initial
public offering (“IPO”) financing as well as growth in revenues
from leveraged foreign exchange trading, financial futures and
other wealth management products. Our proprietary trading desks

also contributed to performance.

Corporate Finance division performed solidly during the period
as we continue to boost our fee income in this active mergers and

acquisitions environment.
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Asset Management continued to be a high-growth area of focus
for the Group and recorded a very encouraging increase in both
profitability and assets under management.

Consumer Finance division continued to expand its branch network
and maintained a steady contribution of income to the Group.

CORPORATE EXERCISES

During the period under review, the Group continued to implement
the plan to streamline our balance sheet and focus on improving

our return on equity employed in our various businesses.

Consequently, Onspeed Investments Limited (“Onspeed”) (an
indirectly non wholly-owned subsidiary of the Company, held
through its interests in United Asia Finance Limited (“UAF”))
completed the sale of the entire issued share capital of Island New
Finance Limited (“INFL”) and the assignment of a loan at an
aggregate consideration of HK$248.9 million to a third party. As
of 31 May 2007, the completion date of the sale, INFL was
beneficially interested in approximately 74.999% of the issued
share capital of The Hong Kong Building and Loan Agency Limited
(“HKBLA”) and HKBLA was the only investment of INFL.

In addition, on 7 June 2007, the Company and two of its wholly-
owned subsidiaries entered into an agreement to sell approximately
22.428% of the issued share capital of Yu Ming Investments
Limited (“Yu Ming”) to Bright Clear Limited (“Bright Clear”), an
indirect wholly-owned subsidiary of Allied Group Limited
(“AGL”), at an aggregate consideration of HK$166.9 million. The
transaction, which constitutes a connected transaction for the
Company, was duly approved by the independent shareholders of
the Company at an extraordinary general meeting held on 20 July
2007. Completion of the sale and purchase of the shares took place
on 31 August 2007 following fulfilment of a number of other

conditions as set out in the agreement.

Management will continue, where appropriate, to sell non core
assets of the Group as well as rationalize our Group structure in
order to improve returns on equity employed and focus our

management resources.
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REVIEW OF OPERATIONS
Wealth Management and Brokerage

Securities Broking

Bullish sentiment coupled with surging market turnover assisted
our broking division to post a very strong set of results for the first
half of 2007. During the period, funds of approximately HK$98
billion for IPOs were raised and 32 companies were newly listed
on the main board of The Stock Exchange of Hong Kong Limited
(“SEHK”). We witnessed substantial growth across our key
measurement matrix in terms of turnover, new accounts opened
and client assets under custody. Fee income derived from secondary
and primary placements, underwriting and IPOs also increased
substantially with considerable fund-raising activities being
undertaken in the local market. Our revenue from mutual fund
and unit-linked products continued to grow in the first half and we
have continued to develop our product platform, offering over 2,000
mutual funds from renowned international fund houses. SHK
Online, our self-directed internet execution service, capitalized
on the strong retail-driven activity in the first half of 2007,
translating a significant increase in turnover to bottom-line profit.
In addition, Sun Hung Kai Financial was awarded “Best Broker in
Hong Kong” in the 2007 FinanceAsia Country Awards, announced
in early July.

Leveraged Foreign Exchange, Bullion, Commodities, Financial
Futures, and Other Products

In the first half of 2007, interest rate differentials between the
Japanese Yen and higher yielding currencies such as the Australian
dollar and British Pound provided impetus for forex trading, which
was reflected in an increase in our leveraged forex turnover. Our
trading volumes in Hang Seng Index (“HSI”) Futures and Options
grew strongly as a consequence of the robust performance of the
Hong Kong market, compensating for the more subdued turnover
in precious metals and overseas commodities.
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Securities Financing and Term Lending

Margin lending and IPO financing revenues increased significantly
in the first half of 2007. Our term lending activity for the period
was also solid and continued to make a satisfactory contribution
to our profit.

Retail Structured Products Distribution

The mandate for the retail structured products distribution business
is to distribute structured products through retail banks in Hong
Kong and Macau. By forming a strategic partnership with
investment bank Lehman Brothers, the Group has issued more
than 29 credit-linked notes under the brand name “Minibond” and
2 fund-linked notes, raising in excess of HK$8 billion in aggregate
since 2002. Our mandate includes product origination, sales and
marketing with over 20 retail banks in Hong Kong and Macau.
We will continue to explore new asset classes to increase our
product offering and broaden our distribution network.

Insurance Brokerage

The Insurance Broking division has continued to face difficult
conditions in 2007 including declining premiums in most classes
of general insurance, excess market capacity and increasing
operating costs. Nevertheless, performance for the first half year
has been satisfactory and we maintain a positive outlook for the
year ahead.

Equities Research

Throughout the period under review, we remained positive on the
local equities market and our Equities Research analyses
encouraged investors to buy into Hong Kong and Mainland China
equities. Targets published before the start of the year for the major
equities indices were met within the first half of 2007. Our top 20
calls during the period outperformed the HSI by a margin of
between 7.7% and 56.1%. 69% of the team’s recommendations
were “Buy” calls and the remainder were “Hold” and “Sell”
recommendations.
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Corporate Finance

In the first half of 2007, the Corporate Finance division successfully
launched and sponsored the IPO of Wuyi International
Pharmaceutical Company Limited on the main board of SEHK.
We were appointed as the independent financial adviser to Jiuzhou
Development Company Limited (on its connected and discloseable
transaction), the financial adviser to Gold City Assets Holdings
Limited (on its conditional mandatory cash offer for the issued
shares of T S Telecom Technologies Limited), and were the agent
to Maxable International Enterprises Limited (on its unconditional
cash offers for the issued shares of World Trade Bun Kee Ltd.).
The division also completed secondary placements and rights issues
for a number of listed companies, with a particular focus on the
burgeoning resources sector. We were also actively involved in
numerous underwriting exercises for IPOs during the period, all
translating to a significant increase in our fee income net of
expenses by more than 70% as compared to the corresponding
period of 2006.

Asset Management

The division has witnessed growth in assets under management
(“AUM?”) in the first half of 2007, resulting from both solid
performances from our fund managers and new fund inflows. It
was pleasing that Tribridge AF1, a fund managed by an associate
of the Group, won the AsianInvestor Achievement Award in the
Best Fixed-Income Hedge Fund category. We recently established
a branch in Singapore to improve our service capability for South
East Asian investors. Our fund offering now includes six global
hedge funds and two Asian hedge funds that are managed in-house.
Our AUM as at 30 June 2007 was approximately US$760 million,
up from approximately US$620 million at the same time last year.
Going forward, we have confidence in broadening our asset
management capability and will continue to develop and consider
fund opportunities, and seek out experienced investment
professionals for the launch of further Asian funds.
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Consumer Finance

UAF achieved satisfactory growth in its loan portfolio during the
first half of 2007 with loan interest income up by more than 10%
compared to the same period of last year. It has continued to expand
its branch network opening three new branches in Hong Kong in
the period. It also marked a significant milestone, opening its first
branch in Shenzhen recently. UAF has 39 branches (2006: 36) in
Hong Kong and a branch in the Mainland and will continue to

seek further locations to provide greater customer coverage.

PRINCIPAL INVESTMENTS
Quality HealthCare Asia Limited (“QHA”)

For the six months period ended 30 June 2007, QHA reported a
total turnover of HK$460.9 million, an increase of 4.8%, compared
to HK$439.6 million for the same period last year. Profit
attributable to equity holders of QHA was HK$31.9 million, a
marginal increase of 0.4%, compared to HK$31.8 million in the

comparative period in the prior year.

Expenditure on planned network infrastructure expansion and
upgrading together with increasing rental and wage costs has
narrowed the operating margin resulting in a relatively small

increase in net profit of QHA.

Further expansion of QHA’s medical network was achieved in the
reporting period including the addition of a new centre in the New
Territories as well as extensive renovation and expansion of two
prime integrated medical centres in Kowloon and one on the Hong
Kong side. QHA has also expanded its affiliated network in Hong
Kong and Macau in order to provide a more extensive coverage
for its clients. This policy will be continued throughout the second
half of 2007 and into 2008.
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Tian An China Investments Company Limited (“Tian An”")

Tian An’s turnover (including continuing and discontinued
operations) for the period ended 30 June 2007 was HK$436.9
million (2006: HK$363.2 million), an increase of 20% compared
to the corresponding period of last year. Profit attributable to equity
holders of Tian An (including continuing and discontinued
operations) was HK$335.7 million (2006: HK$141.3 million),
representing a 138% increase over the corresponding period of

last year.

As mentioned in the 2006 annual report of Tian An, in order to
maximise its investment return on Shanghai Allied Cement Limited
(“SAC”), advantage was taken of the buoyant Hong Kong share
market and Tian An placed out its entire interest in SAC. The
disposal generated a profit of HK$136.4 million and net proceeds
of approximately HK$276.5 million.

With the strong PRC property market, Tian An recorded sales of
total gross floor area (“GFA”) of 40,100 m? in the first half of
2007, compared to 32,800 m? for the same period last year. A total
GFA of approximately 49,800 m? (2006: 40,300 m?) of residential/
commercial properties was completed during the first half of 2007,
representing an increase of 24% over the corresponding period
of last year. As at 30 June 2007, a total GFA of approximately
335,130 m? (2006: 298,700 m?) was under construction,
representing a 12% increase from the corresponding date of last

year.

The PRC government has been using higher interest rates to control
inflationary pressures, which together with the Land Appreciation
Tax (“LAT”) may weaken sentiment with respect to the Mainland
property sector. However, such measures do not appear to have
had material adverse effects on the property market to date with
many developers passing on the cost of the LAT to consumers.
Property prices at auctions have consistently been very strong,
making for a particularly challenging environment for developers
such as Tian An attempting to maintain the quality and depth of
their landbanks.
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FINANCIAL RESOURCES AND
GEARING RATIO

As at 30 June 2007, the equity attributable to equity holders of the
Company amounted to HK$9,029.3 million, representing an
increase of HK$727.3 million or approximately 8.76% from that
of 31 December 2006. The Group continued to maintain a strong
cash and bank balance position and had short-term bank deposits,
bank balances, treasury bills and cash amounting to HK$1,008.2
million (at 31 December 2006: HK$1,089.4 million). The Group’s
total bank and other borrowings, loan notes, short-term loan and
three year bonds due to a fellow subsidiary amounted to
HK$16,774.2 million (at 31 December 2006: HK$4,709.2 million)
with HK$13,870.9 million (at 31 December 2006: HK$1,328
million) repayable within one year (mainly utilized to support
margin loan, IPO and consumer financing) and HK$2,903.3 million
(at 31 December 2006: HK$3,381.2 million) repayable after one

year.

The liquidity of the Group as demonstrated by the current ratio
(current assets/current liabilities) decreased to 1.22 times as at 30
June 2007 compared to 2.26 times as at 31 December 2006 as a
result of the rapid growth of IPO financing to clients and the
increase of the Group’s short-term bank borrowings during the

period under review.

The Group’s gearing ratio (calculated on the basis of the Group’s
total bank and other borrowings, loan notes, short-term loan and
three year bonds due to a fellow subsidiary over the equity
attributable to equity holders of the Company) was around 185.78%
at the period end (at 31 December 2006: 56.72% restated). The
increase in short-term bank borrowings was mainly due to the

significant increase of IPO financing to clients.
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CAPITAL STRUCTURE, BANK BORROWINGS
AND EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES

During the period ended 30 June 2007, 252,564 shares of HK$0.2
each in the Company were issued for HK$1.5 million as a result
of the exercises of the Company’s warrants by warrant holders.
The Company has not made any share repurchase during the period.
Details regarding share capital are set out in note 15 to the

condensed consolidated financial statements.

Other than the three year bonds, the remaining balance of 4% loan
notes and secured instalment loans as shown in note 13 to the
condensed consolidated financial statements, the Group’s bank and
other borrowings were on a short-term basis and in HK dollars as
at 30 June 2007. They were charged at floating interest rates. There

are no known seasonal factors in the Group’s borrowing profiles.

The fluctuation in exchange rates and market prices does not
impose a significant risk to the Group as its level of foreign currency

exposure is relatively immaterial.

MATERIAL ACQUISITIONS AND DISPOSAL
OF SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITIES

On 31 May 2007, Onspeed (an indirectly non wholly-owned
subsidiary of the Company, held through its interest in UAF)
completed its disposal of the entire issued share capital of INFL
and the assignment of a loan for an aggregate consideration of
HK$248.9 million.

As of the completion date of the above disposal, INFL was
beneficially interested in approximately 74.999% of the issued
capital of HKBLA.

Other than the above disposal, there were no material acquisitions
or disposals of subsidiaries, associates or jointly controlled entities
completed during the period.
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SEGMENT INFORMATION

Detailed segment information in respect of the Group’s revenue
and segment results are shown in note 4 to the condensed

consolidated financial statements.

CHARGES ON GROUP ASSETS

Listed shares with an aggregate value of HK$2,513.3 million were
pledged by subsidiaries for bank loans and overdrafts. Investment
properties, buildings and interests in land of the Group with a total
book value of HK$252 million were pledged by subsidiaries to
banks for instalment loans and overdrafts granted to them with a
total outstanding balance of HK$137.5 million as at 30 June 2007.

CONTINGENT LIABILITIES

Details regarding the contingent liabilities are set out in note 18 to
the condensed consolidated financial statements.

HUMAN RESOURCES AND TRAINING

As of 30 June 2007, the Group’s total headcount was 2,506. Staff
costs (including Directors’ emoluments) and contributions to
retirement benefit schemes amounted to approximately HK$396.5
million (2006: HK$124.3 million).

We operate different remuneration schemes according to job
functions. For sales personnel, the package may comprise either a
base pay or draw and commission/bonus/sales incentive, or
alternatively, it can be a straight commission arrangement. For
non-sales personnel, the remuneration is comprised of either a
straight base pay, or where appropriate, a base pay with a
discretionary bonus element.

The Group will continue to recruit high-calibre candidates with
proven experience in the provision of financial services in order
to maintain its position as a market leader in the financial sector.
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We organized numerous in-house Continuing Professional Training 42 [ £2 #i 7 22 Y P 3 5 48 5 3 55 9 A
(CPT) and Continuing Professional Development (CPD) K ¥§/ 33859158 » DL H A &
programmes, as well as other programmes or sessions, which were B 51 € » HEIR 08 B 5 32 206 28 57 58 K 8 i
initiated to ensure that staff are equipped with the necessary skills, —FEHEEA B 2 57 2 b B R BAT 2 BG4
and provided with relevant and timely updates in respect to new — FH B 3 E. ©

product information and the latest regulatory-related issues.

LITIGATION W iR

(a) On 10 July 2006, the Court of Final Appeal upheld the (a) H20064E7H10H » RE LB AT
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judgment (as amended by the Court of Appeal) of the Hong
Kong Court of First Instance of 1 April 2004, that Sun Hung
Kai Securities Limited (“SHKS”), a wholly-owned subsidiary
of the Company, holds a 12.5% interest in a 50/50 joint venture
entered into between New World Development Company
Limited (“NWDC”) and IGB Corporation Berhad to purchase
land and build two international hotels plus a 200-unit service
apartment in Kuala Lumpur, Malaysia (the “Joint Venture”),
and that accordingly SHKS was liable to pay to NWDC the
sums which NWDC had advanced to the joint venture
company Great Union Properties Sdn. Bhd (“GUP”) on behalf
of SHKS, together with interest on such monies (the
“Judgment Sum”) and costs of the First Instance hearing and
of the two appeals (the “Costs Order”). SHKS had previously
paid to NWDC the Judgment Sum and more recently a sum
in satisfaction of the Costs Order. Other claims from NWDC
for amounts advanced to GUP on behalf of SHKS with respect
to the Joint Venture had been paid previously by SHKS. SHKS
is presently seeking the assistance of NWDC and Stapleton
Developments Limited (“Stapleton”) to ensure that the legal
interest of the issued shares of GUP which Stapleton holds on
trust for SHKS be transferred to SHKS and that GUP
acknowledges and records in its accounts in the name of SHKS
the amount of the shareholders’ loans made on behalf of SHKS

to it.

W HA U JE R 20044F4 1 H 28k
(R LaF B Esl) » MEARARZ
2 5 W O ) TS B RE SR A B ]
(T3 8 2 G 2 1) A 597 tE A 38 e Ay
FRAW (TH#AFER]) HIGB
Corporation Berhad It B L %Al —2f
B DL M G R R B — i b
B e 5Lk W o) A 5 7 73 o — i
A7 20018 ¥ Ar 2 R A B Z &
Bk (B hHfa 12.5% M
7o BT B RE 2 PR 0k 2 e I R
B S AT I 58 R AR T W 2k
7% 6 A A] Great Union Properties
Sdn. Bhd ([GUPJ) #437 Z SRIHM A A
BRI Z A8, (TR ) AR
HA T B W W B W K b R R A
(TRAE A2 1) o BB IEEESF TR
I i - A e S A AR DK - i
BT 0 B 3 A AT L B A A 2K
TH o 7 A HE SR R TR 5L T i
B SO AL R AR > AR
T TR TP R AL % T AR A i 2k i
Z7 10 G U P b £ 8 4 3 If] 332 2 3K
TH o 7 M Ak HIE 25 B IE 1) I R R
J¢Stapleton Developments Limited
(TStapleton]) ZR g B » AR
Stapleton A A7 5B S AGHT ¥ Sk ik 27
FH 2 GUP B #47 I fr 2 ¥ 52 B 2k
CEGEEEAT > P RGUPARI
IR B A AT SR AR U Ak G R B
2 BT K 4 L T B
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(b) In June 2006, the Company received notice of a 2001 order
made by the Hubei Province Higher Peoples Court in China
freezing US$3 million (or assets of equivalent value) of
SHKS’s funds pursuant to which SHKS’s shares in Chang
Zhou Power Development Company Limited in China (the
“Chang Zhou Shares”) (worth US$3 million) were frozen.
SHKS had sold all of its beneficial interest in the Chang Zhou
Shares in 1998. The Company continues to investigate the
matter.

MANAGEMENT OF RISKS
Policies and Procedures

The Group has established policies and procedures for risk
management which are reviewed regularly by the management,
the Group’s Risks Control department (“RCD”) and the Risk
Management Committee (“RMC”), which reports to the Board of
Directors, to ensure the proper monitoring and control of all major
risks arising from the Group’s activities at all times. The Group’s
Internal Audit and Compliance departments have responsibilities
to perform periodic reviews to supplement the various internal
control measures adopted by the management and various divisions
within the Group, to ensure compliance with policies and
procedures.

Financial Risks

The Group’s financial risk management is discussed in note 20 to
the condensed consolidated financial statements which includes
the management of market risk, credit risk, liquidity risk and

interest rate risk.

Operational Risk

Operational risk has been defined as the risk of loss resulting from
inadequate or failed internal processes, people and systems or from
external events. It includes legal and compliance risks.

(b) JA20064F-6 H » A2 H] e v Bk
BN REBER200 148 54 8% 1
ZIBH » FIA AR S
BEITMESL REMHZEE) » B
B o TG BEE S I 2 RN E H
BERRAT IR A W] I By (TR B ])
(EE3H B 200) B2 R4S o Wikl
FEF TR 19984 8 M B4 2 F
AR HERS o A2 H] 48 U L
Y2 -

Jo B 4 B
Bk KRR

A4 ) L R o L B A B BOSR RAR > I
BT L~ B L e )
P W e o B B % o S AT AR
i > DATREAR I AT o R (5% P 5 1 35 2 i
2 A BRI R B B - BT
L J 5 A J30) 76 YR I JEL 1 D A 4
b > SR Z A B i ML AL R 3 B
TR A > 8T DR % S BOR SR P
RAEN

4 R B

S S R A B (AR 5 R~ 5
SR ~ 0 6 R R ) A
W) 5 5 B 205 R M R 20 P9 A o
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B o A3 R MR S B LB

Interim Report 2007 H ] # 15

Sun Hung Kai & Co. Limited ¥ ¥ 35 H B A #




)
~

Management Discussion and Analysis

B O W & BT

Sun Hung Kai & Co. Limited #f ¥ 3% 4 Bt 2 5 Interim Report 2007 1 311 % %

The Group has put in place an effective internal control process
and places importance on clear lines of responsibility, proper
segregation of duties, effective internal reporting and contingency
planning, and the establishment of detailed policies and control
procedures for all its key activities. Business line management is
responsible for managing and reporting operational risks specific
to their business units on a day-to-day basis by identifying,
assessing, mitigating, and continuously monitoring the risks
inherent in business processes, activities and products. Business
line management is required to declare and submit periodically its
“Responsibility Statement for Internal Control Procedures” and
“Control Self-assessment” for review by the Group’s RCD and
Internal Audit department (“IAD”). In addition, the Group’s RCD
formulates corporate-level policies and procedures concerning the
operational risk management at Group level which are approved
by the RMC. Senior management, the Group’s RCD and IAD
(through its regular audits) are involved in reviewing overall risk
exposure to ensure the Group maintains an acceptable risk level.

Reputational Risk

A key factor for businesses in the financial services sector is their
reputation for financial probity and prudence. In our case, with
our important and valuable “brand”’, we manage these risks through
our strong internal controls and risk management regime, by
comprehensive employee training and operational manuals in key
areas, and by the strength and independence of our IAD which
reports independently to the Executive Chairman and the Audit

Committee.

G [ B T A R R B A > TR
L A I R ) B i N £
R8I P 9 M S B A it o DA R R Mo A%
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BeFp R R o 2 2B P 0y 19 ZUE
FH S B B 32—y [P o B e R AT
B ) B B | anAd ] > (SR 10 Jm e A
B DA B RE R B o HLAh > R IR
A AT 0 A R S A T L )
A A SRR KRR P > 33 32 S B
PR B o AT B R YL
W T B B RE AL (L0 A
0 2 T 4R R AR B v o B A > e
PREE B R 45 5 BILE JE K S o
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In the first half of 2007, the HSI and Hang Seng China Enterprises
Index rose to record closing highs of 21,999 and 12,239,
representing respective increases of approximately 8.3% and 15.1%
since the start of the year. Daily market turnover during the period
was strong, averaging around HK$59 billion, representing an
increase of approximately 82% over the same period last year.

For the remainder of the year, market conditions generally appear
challenging. While the Hong Kong and Mainland economies
continue to register strong growth, uncertainties relating to the
pace of U.S. economic growth, the effects of a deteriorating sub-
prime credit environment and the implementation of further
austerity measures for Mainland markets are all factors that may
affect the prospects for the local financial sector. On the other
hand, the latest policy announced by the PRC government on QDII
and stock investment schemes is expected to contribute to the
further growth in the Hong Kong stock market.

The Group is alert to the various uncertainties in the outlook for
the global economy, but is well placed to take advantage of any
opportunities that may present themselves. With our well
diversified income streams and robust balance sheet, management
is committed to pursue further growth both in our core financial
services divisions as well as in the businesses within our principal
investments portfolio.

R20074F L2 4E 5 B 4 BLE A v 4 3
TR AT 21,9998 K 12,239 2 iy i
B BARRIAH LG » THIE 5 B 498.3%
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As at 30 June 2007, the interests of Directors in the shares,
underlying shares and debentures of the Company and its
associated corporations, within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQO”), as recorded in the
register required to be kept under Section 352 of the SFO were as
follows:

(a) Interests in the shares and underlying shares of the

200746 H30H » MBS I3 By £ el
(TR F I B R ]) 83520 B8 FifF T 2
it > T RAL ] K FOAH B (R
FABLSH I RURBIEXVER) Z Bt ~ M
B JBe A7 B A 5 v A M 2 2 RERE SN T

(a) J 7 2% 5 JBe By B A B I8 A 22 A

Company 3
Approximate %
Number of shares of the issued
Director Capacity and underlying shares share capital
JBe B3 Bk BH T AT R
H e g ey ¥ H Z A B b
Lee Seng Huang Interests of controlled 1,164,425,725 77.92%
2SR corporation (Note 1) (Note 2)
ZYELERER (WEET) (Mtit2)
Notes: A

1. Mr. Lee Seng Huang is one of the trustees of the Lee and Lee
Trust, being a discretionary trust which indirectly owned
approximately 42.10% interest in the issued share capital of AGL
and was therefore deemed to have interests in the shares and

underlying shares of the Company in which AGL was interested.

2. These include (i) an interest in 973,772,892 shares of the
Company; and (ii) an interest in listed physically settled warrants
of the Company in an amount of HK$1,121,038,658.04, giving
rise to an interest in 190,652,833 underlying shares of the
Company. The warrants of the Company entitle the holders thereof
to subscribe at any time during the period from 1 June 2006 to 31
May 2009 (both days inclusive) for the fully paid shares of the
Company at an initial subscription price of HK$6 per share which
was adjusted to HK$5.88 per share (subject to further adjustments)
effective on 20 September 2006 (the “2009 Warrants”).

3. The interests stated above represent long positions.

1. RS % 2HEfE FELee and Lee
TrustZ P —ffE5E A » ZAEHEH
ERAHAEEHCBITRASD
42.10%RE2E > B IE > WA BET i
48 T P 2 AR 8 ] IR A A R IR A
ZHERS o

2. MEABHE()973,772,892 8 A/ ] B4y
ZHlgE 5 DA R (i) W EE A2 190,652,833
JBeAR 2 7 A BB 2 2 DA EE A AR I
4% k1,121,038,658.04 I Z A2
H] LR R 2 R o ARA ] Z R
JBe M R P R ANRER] > W RY
200646 A 1 H #20094E5H31 H (&
P& W R B AE ) Z 39 AT o] 0 (] 1y
T 25w A R 6 W T (12006
AE.9 H 20 H i % %49 5 5. 88 s oG (7]
Tl 2B ) ) TR R SRk < ey
(M20094F 2 B HER D) -

3. babEREERA -
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(b) Interests in the shares, underlying shares and debentures (b) T R VB O 1 OB Ay ~ R R Bt B B
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of associated corporations i 7% Z HE 2%
Number of  Approximate
shares and % of the
Associated underlying relevant issued Amount of
Directors corporations Capacity shares  share capital debentures "
W B <
BERAM  BAZRE =
o HB ih Behr e Tt G -
®
Lee Seng Huang AGL Trustee (other than 102,933,692 42.10% 2
(Note 1) et a bare trustee) (Note 2) E
B GEANKE LI IN -
(Mt 1) (Hf7t2) ;
Allied Properties Interests of controlled 508,097,789 94.56% HK$249,397,270 Q
(H.K.) Limited corporation (Note 3) (Note 4) (Note 5) Eﬂ
(“APL”) SRR (Hit3) (Wik4) (aks) =
BraiE (i) &
HIRAF
(M D)
QHA Interests of controlled 122,213,776 51.14%
Hiff corporation (Note 6)
YR (Wato)
Tian An Interests of controlled 447,045,603 39.58%
K& corporation (Note 6)
YRR (ko)
Yu Ming Interests of controlled 379,291,800 22.42%
4 corporation (Notes 6 & 7)
TR (Hke & 7)
Swan Islands Interests of controlled HK$2,800,000,000
Limited corporation (Note 8) (Note 8)
S B (Heks) (HizES)
Patrick Lee AGL Beneficial owner 550,000 0.22%
Seng Wei i ] 7T 2PN (Note 9)
e (Hfit9)
APL Beneficial owner 337,500 0.06% HK$135,000
i 5 Sl HHHEAA (Note 10) (Note 10)

(M7t 10) (Mt 10)
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1. Mr. Lee Seng Huang, by virtue of his interests in AGL and APL, LA B S A T B A B R 0 s
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was deemed to be interested in the shares of the subsidiaries of
AGL and APL which are associated corporations of the Company
as defined under the SFO. A waiver application was submitted to
SEHK for exemption from disclosure of his deemed interests in
the shares of such associated corporations of the Company in this

Report, and a waiver was granted by SEHK on 3 September 2007.

FEZMERS > DLW AR HEA I A 42 B I
i 5 ol 75 2 DB 2 ) 2 I HE RS > T
MRS 1 £ ) & o 36 > %S IR
AT TIARAF Z ML o AAF T
A2 BT AR A — TR 0 R - DAR A
T A P9 48 R AR A AR A ]t
SRR B A RS o AR T T
20074F9H 3 HZ T H#if ©

Mr. Lee Seng Huang is one of the trustees of the Lee and Lee 2. FRUESA R 2RSS TELee and Lee
Trust, being a discretionary trust which indirectly held TrustZ Ho—frfEREA > ZfE Rt
102,933,692 shares of AGL. A 5 141102,933,692 B B3 <
These refer to the same interests held directly or indirectly by 3. BRRSIB 4 A £ A T e ] 2
AGL in APL. AT Z M RE R o
These include (i) an interest in 402,650,059 shares of APL; (ii) 4. SLBREBESEERE ORI
an interest in listed physically settled warrants of APL in an 402,650,059 AR Z M2 5 (i) vl
amount of HK$805,080,060, giving rise to an interest in 2 A WGk 1 2 80,508,006 B AH B it 4
80,508,006 underlying shares of APL; and (iii) an interest in R ZUED WS
unlisted convertible bonds of APL in an amount of 805,080,060 7T Z B £t = bl iZ
HK$249,397,270, giving rise to an interest in 24,939,724 TR AR 5 M (i) VT AR B A M
underlying shares of APL, held by AGL. The warrants of APL 24,939,724 /B FH B A B i 4 L A
entitle the holders thereof to subscribe at any time during the 249,397,270 %70 2 i & b EE Ik bl
period from 7 June 2006 to 6 June 2009 (both days inclusive) for WA SR Z AR o WA A R
fully paid shares of APL at an initial subscription price of HK$10 BERE IR T H R AHER > W 2006
per share (subject to adjustments) (the “APL Warrants”). The 4F617H % 20094E6 6 H (BRI A
convertible bonds of APL entitled the holders thereof to convert BLHGAE ) Z 391 B AR 5 ) P9 420 25
all or any of the convertible bonds into fully paid shares of APL PR TR B 1035 C (R] 73 %) 5N
at any time during the period from 1 July 2009 and ending on the A U IR 2 B (TG A R
business day falling ten business days immediately preceding 9 TS D) o ok 2 WY 4R AR R
November 2011 at an initial conversion price of HK$10 per THFA AR > WR2009427H 1
convertible bond (subject to adjustments) (the “APL Convertible HRZEE201 14511 H 9 H w52
Bonds™). S 1k 393 P o 1 ) g 30 2 J5 I £
B0 PR B R 10T (R 7R %) %
2 S AT e 40 I A5 2 S A s T 5 S
JEE SR Bk 2 S A (T s v 4
%) -
These were the APL Convertible Bonds held directly or indirectly 5. ek p B A AR T R R A 2 I

by AGL.

£ 1 T BB o
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These refer to the same interests held directly or indirectly by the

Company in the shares of the listed associated corporations.

A conditional sale and purchase agreement dated 7 June 2007
was made between (i) the Company, its wholly-owned subsidiaries
Sun Hung Kai Venture Capital Limited and Best Delta
International Limited as the vendors; (ii) AGL as the guarantor;
and (iii) Bright Clear, an indirect wholly-owned subsidiary of
AGL, as the purchaser relating to the sale and purchase of the
379,291,800 shares of Yu Ming (the “Sale and Purchase”). As a
result, Mr. Lee Seng Huang was also deemed to have an interest
in the said shares of Yu Ming through his interest in AGL and
Bright Clear. Details of the Sale and Purchase were disclosed in

the circular of the Company dated 3 July 2007.

These are the bonds issued by Swan Islands Limited, a wholly-
owned subsidiary of the Company, to AG Capital Holding Limited,
which is a wholly-owned subsidiary of AGL, to partially settle
the consideration for the acquisition of UAF Holdings Limited
as disclosed in the circular of the Company dated 30 June 2006.

This represents an interest in 550,000 shares of AGL.

These include (i) an interest in 270,000 shares of APL; (ii) an
interest in the APL Warrants in an amount of HK$540,000, giving
rise to an interest in 54,000 underlying shares of APL; and (iii)
an interest in the APL Convertible Bonds in an amount of
HK$135,000, giving rise to an interest in 13,500 underlying shares
of APL.

All interests stated above represent long positions.

Save as disclosed above, as at 30 June 2007, neither the Directors

nor the Chief Executive of the Company had any interests or short

positions in the shares, underlying shares or debentures of the

Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and SEHK pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code™).

10.

11.

SR Aoy TS R I B R
e Z M R A

R20074E6 HTH » (DARAT ~ 2
¥t b 22 W] Sun Hung Kai Venture
Capital LimitedBest Delta
International LimitedfE % J5 5 (ii)
Yo A AR P HR s DR N 5 BRI M
(U 418 I 2 T e 2 S W G 2 0) 1
BJ7 s B $379,291,800 8 5 §4 A
W (T E B ) 5T n A e i B s
ik o Pt > AR S B IR A
ST 2 5 W 2 MR T B T 4
HERA 2R - HIHEEZHNO
A AT 200747 H 3 H Z 3 o h i
ﬁ o

% HSwan Islands Limited (A A ]
Z YW AW) MAG Capital
Holding Limited (i £ % [ Z 2 ¥
JB 2 W) BEAT Z A FF o DA AT MO
UAF Holdings Limited Z # R fE >

Wi 2 A CL R AR A 120064F:6 H 30
H 25 o rh e % o

I N W £ 45 11 550,000 8 JBe A Z A
5 o

e AL 35 () A W A2 270,000 8 B4
ZHERE 5 (i) W) A AR I A L EE 54,000
T A 1 JBe 3 1 255 4 % 4 540,000 78
Z I b R B R AR 5 I (i)
W 7 2 B ML E 13,500 A [ B3
254 135,000 8 70 Z B A Hi s W]
e I 2 W2 o

b A AR R R AT -

K SR BT > 200746 H30H » A
2 ) 45 O R AT ON G S AR
) Bl AT o R 0 T O S o O

BlsEX

ViER) Z ey ~ AH B A B AR S

B O SR SR I R R 3 5 240 T AL
A T2 % e M P9 AR 4 _E T AT T
PR AT R IR 28 T WA A A ) (TR Ay
RUI1) 28 5547 S g AR A v 5 i A2 i 2 A
BEZR SR AT o
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As at 30 June 2007, the following shareholders had interests in
the shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the SFO (the

2007426 H30 H » ARIEREZ- 11 £ 15 4] 58
336MHE BT R B e i (8 0 15
B > FEE A ) A B B

“SFO Register”): RERS Z BRI F -

Number of  Approximate %

shares and of the issued

Shareholders Capacity underlying shares share capital

I3 B AH OB

JBe 3 54 By ¥ H ZHERTH By e

APL Interests of controlled 1,164,425,725 77.92%
Wi 5 Hb corporation (Note 1) (Note 2)
YRR (W) (Mi7E2)

AGL Interests of controlled 1,164,425,725 77.92%
e L] corporation (Note 3) (Note 4)
YRR (W 3) (Miat4)

Lee and Lee Trust Interests of controlled 1,164,425,725 77.92%
corporation (Note 5) (Note 4)
YRR (W S) (Miat4)

Penta Investment Advisers Investment manager 164,593,964 11.02%
Limited (“Penta”) Eigeg sl (Note 6)
(Mt o)

John Zwaanstra Interests of controlled 164,593,964 11.02%
corporation (Note 7) (Note 8)
YRR (W 7) (Mi7Es)

Penta Japan Fund, Ltd. Interests of controlled 88,669,092 5.94%
(“Penta Japan”) corporation (Note 9) (Note 10)
RV RS (HfRE9) (M3 10)

Todd Zwaanstra Trustee (other than a 88,669,092 5.94%
bare trustee) (Note 9) (Note 10)
fAve N GEBEIfETEN) (Wit 10)

(Hf#E9)
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Number of  Approximate %
shares and of the issued
Shareholders Capacity underlying shares share capital
JBe i B M1 B A AT IR AR
JBe 3 54 JBe 4y ¥ H ZBERIE
Mercurius GP LLC Founder of a discretionary 88,669,092 5.94%
(“Mercurius”) trust (Note 11) (Note 10)
SREREFEZ MO (HEE11) (Wt 10)
COL Capital Limited Interests of controlled 110,110,469 7.37%
(“COoL”) corporation (Note 12) (Note 13)
o B 4 4k AR A ZYeEEZRERE (MRt 12) (Hfak13)
(M A4k 1)
Vigor Online Offshore Interests of controlled 110,110,469 7.37%
Limited (“Vigor Online”) corporation (Note 14) (Note 15)
ZYe M Z LR (M 14) (Hfik 15)
China Spirit Limited Interests of controlled 110,110,469 7.37%
(“‘China Spirit”) corporation (Note 16) (Note 15)
BHEAWAF (] ZPLE RS (Wt 16) (Wt 15)
Chong Sok Un Interests of controlled 110,110,469 7.37%
FEFE M corporation (Note 17) (Note 15)
ZYE M MR (M 17) (Mt 15)
Notes: Mt
1. The interests were held by AP Emerald Limited (“AP Emerald”), a 1.  #%% 2% AP Jade Limited 2 2= ¥ B} 2 7]
wholly-owned subsidiary of AP Jade Limited which in turn was a AP Emerald Limited (TAP Emerald]) 47 »
wholly-owned subsidiary of APL. APL was therefore deemed to have M AP Jade Limited Bl %W & 3 fE 2 2 %
interests in the shares and underlying shares of the Company in which B G 2w PR o T b B AR A B
AP Emerald was interested. AP Emerald Fif 5 Z A2 7] B4y SR B .
R o
2. These include (i) an interest in 973,772,892 shares of the Company; 2.  Mh&HH) AL 973,772,892 B i 2
and (ii) an interest in the 2009 Warrants in an amount of MERR 5 (i)Wl A4 190,652,833 8 (322009
HK$1,121,038,658.04, giving rise to an interest in 190,652,833 AT T PR ARE R 2 R I A 5. 8 8 W )
underlying shares of the Company (at the adjusted subscription price A I R
of the 2009 Warrants of HK$5.88 per share). 1,121,038,658.04 ¥ I Z 20094 58 B
ZHlfE o
3. AGL owned approximately 74.93% interest in the issued share capital 3. T £ 45 0 5 A9 6 A b L BEAT IR AC K0

of APL and was therefore deemed to have interests in the shares and

underlying shares of the Company in which APL was interested.

74.93% MRS > FIBE > WA AR HEAT 6 A
Jfedes 2 A 2 ) BB B L R B 2 A2 o
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These refer to the same interests in 973,772,892 shares and 190,652,833
underlying shares of the Company held by AP Emerald.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang, a
Director of the Company, are the trustees of the Lee and Lee Trust,
being a discretionary trust. They together owned approximately 42.11%
interest in the issued share capital of AGL and were therefore deemed
to have interests in the shares and underlying shares of the Company

in which AGL was interested.

These include (i) an interest in 143,414,000 shares of the Company;
(ii) an interest in the 2009 Warrants, giving rise to an interest in
5,750,964 underlying shares of the Company; and (iii) an interest in
unlisted cash settled derivatives of the Company, giving rise to an

interest in 15,429,000 underlying shares of the Company.

Mr. John Zwaanstra was deemed to have interests in the shares and
underlying shares of the Company through his 100% interest in Penta.
Mr. John Zwaanstra was also deemed to have interests in the shares
and underlying shares of the Company in which Penta Japan and
Mercurius were interested through his control of more than one-third

of the voting power of Penta Japan and Mercurius.

These refer to the same interests in 143,414,000 shares of the Company
and a total of 21,179,964 underlying shares of the Company held by

Penta.

The interests were held by Penta Master Fund, Ltd. (“Penta Master”),
a wholly-owned subsidiary of Penta Japan. Mr. Todd Zwaanstra was
deemed to have interests in the shares and underlying shares of the
Company in which Penta Master was interested pursuant to his control
of more than one-third of the voting power of Penta Japan as trustee of
the Mercurius Partners Trust (“Mercurius Trust”), being a discretionary

trust.

These duplicated parts of the interests of Penta and Mr. John Zwaanstra,
and include (i) an interest in 69,734,000 shares of the Company; (ii)
an interest in the 2009 Warrants, giving rise to an interest in 4,105,092
underlying shares of the Company; and (iii) an interest in unlisted
cash settled derivatives of the Company, giving rise to an interest in

14,830,000 underlying shares of the Company.

WA BHAP Emerald$f ZARKAH
973,772,892 B B4 B 190,652,833 JBe A B Jit
P Z MRS o

2SR - 2R ML ROR A R 2
AR e B 2 HEAE T Lee and Lee TrustZ
fAREA » DGR A 4 D BT’
AH42.119% 2% » BIL » DR bEs
T3 S8 17 =2 A 2 1 I Ay SH B B 2
HERE ©

WALHEG) AR A 7]143,414,000 B e 2
25 (i) TS, 750,964 A A wIAH B 4
W25 2 20094F 5 B MERS Z M2 5 M (i) ) 2
415,429,000 B A A w]HH BB AR HERS 2 A2
wl Ik L A A R e A TR RS

John Zwaanstra8 4 #4 Penta 100% Z HE
i o P > WA HEA 3% A A ml A
FHBR B Z HEZS © John ZwaanstrafaZk B il
HAEHPenta Japan X Mercurius =4y Z —
Z R R AEBE T Penta Japan &
Mercurius Ji 4 Z A2 5] Ay Ko BB 4y 2
Wz o

B4y HiPentafff Ay Z AR W] 143,414,000 B
D B B 3521,179,964 e A 24 I AH B e A 2 AR
[IfEs o

S HERS FHPenta Japan Z — [H] 2 & Fi} g 2 )
Penta Master Fund, Ltd. ([Penta Master ) Ff
FH o HRTodd ZwaanstradgA: 1%
Mercurius Partners Trust ((Mercurius Trust] »
B HRREAERE) ZERE AT R Penta
Japan =2 —ZH5HE > MTodd
Zwaanstra 4 BAEHER Penta Master i
Z ARG JBeAR Bk B A Z R o

I %5 Penta Sz John Zwaanstrade 24 4 HAE
Z MRS > WAL (1)69,734,000 B A 2 F B
T2 s 5 (i) AT EE AR 4,105,092 B A 24 ]
AH PR B A 25 Z 200947 58 I A s Z M2 5
M (i) AT 8 2 14,830,000 B A% 24 7 A BA i
P2t 2 A R IR LT ABL & A W 2 A 2k
THZHERR o



Interests of Substantial Shareholders and Other Persons

TR R & H A N &2 B AR

@)
(S

14.

15.

Mercurius was the founder of the Mercurius Trust and was therefore
deemed to have interests in the shares and underlying shares of the
Company in which Mr. Todd Zwaanstra and Mercurius Trust were
interested.

The interests were held by Honest Opportunity Limited (“Honest
Opportunity”), Sparkling Summer Limited (“Sparkling Summer”) and
Gold Chopsticks Limited (“Gold Chopsticks™). Honest Opportunity
and Sparkling Summer were wholly-owned subsidiaries of Classic
Fortune Limited (“Classic Fortune”) while Gold Chopsticks was a
wholly-owned subsidiary of Besford International Limited (“Besford”).
Classic Fortune and Besford were in turn wholly-owned subsidiaries
of COL. COL was therefore deemed to have interests in the shares and
underlying shares of the Company in which Honest Opportunity,
Sparkling Summer and Gold Chopsticks were interested.

. These include (i) an interest in 97,437,000 shares of the Company;

and (ii) an interest in the 2009 Warrants in an amount of
HK$74,520,000, giving rise to an interest in 12,673,469 underlying
shares of the Company (at the adjusted subscription price of the 2009
Warrants of HK$5.88 per share).

Vigor Online owned approximately 37.77% interest in the issued share
capital of COL and was therefore deemed to have interests in the shares
and underlying shares of the Company in which COL was interested.

These refer to the same interests in 97,437,000 shares and 12,673,469
underlying shares of the Company held by Honest Opportunity,
Sparkling Summer and Gold Chopsticks.

China Spirit owned 100% interest in the issued share capital of Vigor
Online and was therefore deemed to have interests in the shares and
underlying shares of the Company in which Vigor Online was

interested.

Ms. Chong Sok Un was deemed to have interests in the shares and
underlying shares of the Company through her 100% interest in China
Spirit.

All interests stated above represent long positions. As at 30 June 2007,
no short positions were recorded in the SFO Register of the Company.
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CODE ON EEFRERTN
CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2007, the Company has R#k%20074E6 H30 HILAMA N » BT
applied the principles of, and complied with, the code provisions 41 fifi %t it 35 43 Bl 47 7 4 » A< A 5] CUHE
of the Code on Corporate Governance Practices (the “CG Code”) F B Ay B B A A 2 B A Rl B 7
as set out in Appendix 14 of the Rules Governing the Listing of _E i BRI ([_E i AL A1 ]) B % 14 BTk =2 4>
Securities on The Stock Exchange of Hong Kong Limited (the 3% % BLA7 Il (T2 8611 ) M~
“Listing Rules™), except for certain deviations which are HIMEC :

summarized below:

(a) Code Provision A.2.1 (a) W Bk SCA2

Sun Hung Kai & Co. Limited #f ¥ 3% 4 Bt 2 5 Interim Report 2007 1 311 % %

Code provision A.2.1 of the CG Code stipulates that the roles
of chairman and chief executive officer (“CEQ”) should be
separate and should not be performed by the same individual.

The organization structure of the Company was reviewed and
revised following the appointment of Mr. Lee Seng Huang as
the Executive Chairman with effect from 1 January 2007.
Under the current structure, the functions of a CEO are
performed by the Executive Chairman, Mr. Lee Seng Huang,
in conjunction with another Executive Director, Mr. Joseph
Tong Tang, and a senior executive, Mr. Christophe Lee Kin
Ping, with a clear division of responsibilities. While the
Executive Chairman is charged with the role to oversee the
management of the corporate administrative functions as well
as the Group’s interests in its principal investments in UAF
and QHA (whose day-to-day management lies with their
designated Managing Director and CEO respectively), Mr.
Joseph Tong Tang is acting as the CEO of Wealth Management,
Capital Markets & Brokerage to focus on the said lines of
businesses and Asset Management is headed by Mr. Christophe
Lee Kin Ping in his capacity as CEO of the said division. The
Board believes that this structure spreads the workload that
would otherwise be borne by an individual CEO, allowing
the faster growing businesses of the Group to be overseen by
the appropriately qualified and experienced senior executives
in those fields. It can also enhance communications and speed
up the decision making process across the Company.
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(b) Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 of the CG Code stipulate
that the terms of reference of the remuneration committee
and audit committee should include, as a minimum, those

specific duties as set out in the respective code provisions.

The terms of reference of the Remuneration Committee
adopted by the Company are in compliance with the code
provision B.1.3 except that the Remuneration Committee
should review (as opposed to determine under the code
provision) and make recommendations to the Board on the
remuneration packages of the Executive Directors (as opposed
to all executive directors and senior management under the

code provision).

The terms of reference of the Audit Committee adopted by
the Company are in compliance with the code provision C.3.3
except that the Audit Committee should (i) recommend (as
opposed to implement under the code provision) the policy
on the engagement of the external auditors to supply non-
audit services; (ii) scrutinise (as opposed to ensure under the
code provision) whether management has discharged its duty
to have an effective internal control system; and (iii) promote
(as opposed to ensure under the code provision) the
coordination between the internal and external auditors, and
check (as opposed to ensure under the code provision) whether

the internal audit function is adequately resourced.

The Board considers that the Remuneration Committee and
the Audit Committee should continue to operate according to
the terms of reference adopted by the Company. The Board
will review the terms at least annually and make appropriate

changes if considered necessary.
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The reasons for the above deviations are set out in the section _bRR#EAT % 2 B FHEUAASA T8 F2006
“Corporate Governance Report” contained in the Company’s 451231 H 1k BABCAF i Z A7 b [ 3648
s — R e

annual report for the financial year ended 31 December 2006.
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CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its code of conduct regarding securities
transactions by the Directors. All Directors have confirmed,
following a specific enquiry by the Company, that they have fully
complied with the required standard as set out in the Model Code

throughout the period under review.
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Neither the Company nor any of its subsidiaries had purchased, A2\ 7] S HAEfr] i EG 23 =) HESEHS I B Py
sold or redeemed any of the Company’s listed securities during ~ W§B ~ H 8 SE BIAA R EiREH o
the period under review.
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Audit Committee Review
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The Audit Committee of the Company has reviewed with
management the accounting principles and practices adopted by
the Group and discussed internal controls and financial reporting
matters including a general review of the unaudited interim
financial report for the six months ended 30 June 2007. In carrying
out this review, the Audit Committee has relied on a review
conducted by the Group’s external auditors in accordance with
Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants, and on the interim results
announcement of the listed associate, as well as obtaining reports
from management. The Audit Committee has not undertaken
detailed independent audit checks.

On behalf of the Board
Lee Seng Huang

Executive Chairman

Hong Kong, 12 September 2007

AR W] 2 A% B L O
SR P R A & sl DR R A > A
R R R F AT B
HHE B 2007426 H30 H LA H Z R
R A% T T B R A S 2 A o
35 A% 2 L€ 7% 4R 55 0 A0 8 A% B il AR
PR € 5l B A & A 2 7 7 B A
HE 1241055 [0 S A% S 2 v 300 VA 8 R
PR P 2 25 0 ~ B AR 2
WG AM > DL RSB 2 AR 1
W o WAEE B G EIETHEM S
DRE &

AR
TR
ZE A

& > 20074F9H 12H



	Cover
	Contents
	Corporate Information
	Unaudited Condensed Consolidated Financial Statements
	Condensed Consolidated Income Statement
	Condensed Consolidated Balance Sheet
	Condensed Consolidated Statement of Changes in Equity
	Condensed Consolidated Cash Flow Statement
	Notes to the Condensed Consolidated Financial Statements
	1. BASIS OF PREPARATION
	2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
	3. RESTATEMENT OF 2006 COMPARATIVES
	4. SEGMENT INFORMATION
	5. PROFIT BEFORE TAXATION
	6. TAXATION
	7. DIVIDEND
	8. EARNINGS PER SHARE
	9. AVAILABLE-FOR-SALE INVESTMENTS
	10. TRADE AND OTHER RECEIVABLES
	11. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
	12. CASH AND CASH EQUIVALENTS
	13. BANK AND OTHER BORROWINGS
	14. TRADE AND OTHER PAYABLES
	15. SHARE CAPITAL
	16. DISPOSAL OF SUBSIDIARIES
	17. COMMITMENTS
	18. CONTINGENT LIABILITIES
	19. MATURITY PROFILE OF ASSETS AND LIABILITIES
	20. FINANCIAL RISK MANAGEMENT
	21. SUBSEQUENT EVENT

	Report on Review of Interim Financial Information
	Dividend and Book Close
	Management Discussion and Analysis
	Market Review and Outlook
	Directors’ Interests
	Interests of Substantial Shareholders and Other Persons
	Corporate Governance
	Purchase, Sale or Redemption of Securities
	Audit Committee Review



