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Management Discussion and Analysis

RESULTS OVERVIEW

Sun Hung Kai & Co. Limited (the “Company”), together with its subsidiaries (the “Group”), which
operates its financial services operations under the brand Sun Hung Kai Financial, posted an
encouraging set of results for the six months ended 30 June 2010.

Notwithstanding continuing global volatility and fragile investor confidence, the Group
recorded an increased profit before tax of HK$762.7 million (2009: HK$655.4 million) whilst at
the same time distributing to shareholders HK$3.8 billion in benefits from disposing of the
Group’s interest in Tian An China Investments Company Limited (“Tian An"). Profit attributable
to owners of the Company for the period was HK$492.1 million (2009: HK$507.2 million)
and earnings per share were HK28.1 cents (2009: HK29.5 cents). Excluding the effects of the
disposal of Tian An and its contribution to Group earnings, net profit attributable to owners
would have grown by 24%.

The good results are rooted in a strong performance by the Company'’s core Corporate Finance
and Consumer Finance divisions, supported by management’s ongoing focus on driving
efficiency gains.

The Board of Directors (the “Board”) has declared an interim dividend of HK10 cents per share
(2009: HK6 cents per share) for the period. This is in addition to the special dividend equivalent
to HKS$2.01 per share, included in the distribution in specie already made by the Company
on 28 June 2010 from the disposal of Tian An (please refer to Note 8 of the condensed
consolidated financial statements).

MARKET REVIEW

Concerns about rising government deficits and debt levels in some European countries
resulted in a wave of ratings downgrades for European sovereign debt that weighed heavily
on financial markets during the first half of the year. More recently there has been better news
from some European economies, but the path of economic recovery, not just in Europe, but in
the United States and elsewhere, remains very uncertain.

In Hong Kong, growth in real Gross Domestic Product eased to 6.5% year-on-year in the second
quarter of 2010, still higher than through 2009. The unemployment rate came down through
the first half of 2010, but inflation was higher. Despite increasing competition from regional
cities, Hong Kong continues to reinforce its position as an international financial centre, most
recently through the signing in July of a supplementary Memorandum of Cooperation on the
expansion of the RMB trade-settlement pilot scheme by the People’s Bank of China and the
Hong Kong Monetary Authority.
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In the first half of 2010, the Hang Seng Index closed at 20,129 and the Hang Seng China
Enterprises Index closed at 11,466, down 8.0% and 10.4% respectively on the start of the year.
Daily market turnover for the first half of the year was HK$64 billion, somewhat lower than the
HKS$66 billion average in the second half of 2009.

In China, Gross Domestic Product grew in real terms by 11.9% year-on-year in the first quarter
of 2010, but slowed to a more sustainable 10.3% year-on-year in the second quarter. The
stock market was dampened by concerns about possible further policy tightening to contain
economic overheating, and the Shanghai Composite Index closed at 2,398 on 30 June, down
26.8% from the start of the year.

BUSINESS REVIEW

The Group continued to build and strengthen its operational platforms across its five core
businesses: Wealth Management & Brokerage; Asset Management; Corporate Finance;
Consumer Finance and Principal Investments, ensuring that it remains well placed to enhance
its franchise in Hong Kong and the Greater China Region.

During the period under review, the Group embarked on a number of significant initiatives.
Firstly, the Group crystallised its entire 38.06% stake in Tian An to its parent company, Allied
Properties (H.K.) Limited ("APL"). The entire consideration of HK$3.8 billion was subsequently
distributed to shareholders in the form of APL shares, giving an opportunity for shareholders to
unlock the value of Tian An that had not previously been fully reflected by the market value of
the Company’s shares.

At the same time, the Group signed an agreement to attract up to HK$2.1 billion in strategic
investment by CVC Capital Partners in the form of mandatory convertible notes and warrants.
This strategic alliance with an internationally renowned investor will significantly accelerate the
growth of the Group'’s consumer finance and corporate finance businesses.

In order to drive greater operational efficiency, the Group undertook a major relocation
of its offices to The Lee Gardens in Causeway Bay. Long term leases were signed in March
2010, resulting in the eventual consolidation of the Group's various offices scattered across
several locations. Covering almost 100,000 square feet, these new premises will provide a
more functional and environmentally friendly workplace for employees. The relocation is
currently underway and will be managed in several phases, the last of which is expected to
be completed in early 2011. The Group expects the move will result in rental savings and
efficiency gains over the long term. In addition, office space currently owned and occupied
by the Group with an approximate market value of almost HK$500 million, can potentially be
realised and redeployed with this initiative.




6
Sun Hung Kai & Co. Limited
Interim Report 2010

The Group has also embarked on a number of marketing programs. An integrated brand
campaign and customer promotion was launched through online and above-the-line platforms
in June, along with a series of recruitment drives. Pleasingly, the Group’s achievements in
providing a range of innovative and tailored financial solutions were again recognised with
several prestigious awards, namely FinanceAsia’s Hong Kong's Best Broker Award for the
fourth consecutive year, Economic Digest's Outstanding Brand Award, and Capital Magazine's
Outstanding Hong Kong Brand Enterprise Award, among others.

Wealth Management & Brokerage

The Wealth Management & Brokerage division delivered a satisfactory result during the first
half of the year. However, revenue and pretax profits were lower at HK$472.4 million and
HKS$116.4 million respectively (2009: HK$648.8 million and HK$312.3 million), mainly reflecting
a loss of HK$65.7 million (2009: Profit of HK$150.4 million) arising from downward adjustments
to assets from mark-to-market valuations. In 2009, there had been substantial gains in the
values of many financial assets, as the markets recovered from the depths of the financial crisis
in 2008.

Excluding valuation effects, the core operating performance of the division was steady:
revenues increased 8% year-on-year, with a gradual return of investor confidence in the
market. Profits increased by 12%, as management remained vigilant on costs.

During the first half of the year, continued uncertainty meant retail clients had yet to return to
full pre-crisis levels of trading activity. The value of the Group's equity portfolios was affected,
as was its equity commission income. Industry competition in local equities brokerage remains
keen with commercial banks aggressively competing for market share. The Group has made
a conscious decision not to pursue market share at the expense of profitability and will focus
on a strategy that strikes an appropriate balance. It is management’s belief that the key to the
sustainable growth of its securities business is a diversified and open ended product platform
with a one-stop-shop capability in order to help its clients preserve and grow their wealth.

In line with this strategy, it is encouraging to report that in the first half of 2010, commission
revenue from non-equities units (including but not limited to wealth management products,
structured products, futures, bullion and commodities) increased by 17% and accounted for
42% of the divisions’ total brokerage and commission income.
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In addition, the Group entered into a strategic partnership in foreign exchange with Australian
based Macquarie Bank in April this year. The foreign exchange business traditionally has
experienced heavy competition from commercial banks and offshore forex specialists. With this
new alliance forged, and a renewed business focus, the Group is well positioned to capitalise
on growth opportunities in the forex markets. Turnover has already doubled compared with
the same period last year. Following the alliance, this foreign exchange business of the Group
is re-classified as a jointly controlled entity, hence both the revenue and contribution is no
longer consolidated in this segment.

The Group remains focused on developing our high net worth client base. As a result of
increased demand from this customer segment, the overall margin loan book stood in excess
of HK$4.6 billion as at 30 June 2010, more than 30% higher than at 31 December 2009, with a
commensurate strong increase in income from margin financing.

During this period, management has also continued to strengthen the institutional sales
platform. The Group continues to develop its credentials in primary and secondary markets
and the success of this platform will have important synergies with the Group's growing
Corporate Finance division.

Asset Management

The Group’s Asset Management division recorded revenue of HK$34.3 million, and a
contribution to profits of HK$18.9 million in the first half of 2010. Whilst the revenue figure
was weaker as a result of the general decline in the industry since 2008, continued cost
management resulted in a higher contribution. Total assets under management (including
affiliated funds) amounted to approximately US$570 million.

Despite the recent difficult period, the Group remains confident that its current business
model, which aims to connect top tier global funds with Asia Pacific investors, will continue to
be successful. The Group aims to further capitalise on strategic tie-ups and alliances with fund
managers to leverage off future growth prospects within the asset management industry in
Asia.

During the first half of 2010, alternative funds were already showing signs of a comeback in
the Asia Pacific region where 53 new hedge funds raised a total of US$2.13 billion. The number
of new funds increased 36% from the 39 funds started in the first half of 2009. The surge in
start-ups represented renewed confidence in an industry that was severely challenged last
year.
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The performance of the Dow Jones Credit Suisse Hedge Fund Index (formerly known as “Credit
Suisse/Tremont Hedge Fund Index”) remained flat at a level of 0.63% by end June this year,
while SHK Fund Management’s flagship products performed mostly in line with the market.
The SHK Corporate Arbitrage Manager Fund and the SHK Recovery Fund have positioned
themselves to take advantage of corporate restructuring, companies emerging from
bankruptcies, M&A events and recovering company financials.

Corporate Finance

As a result of improving market sentiment, funds raised through initial public offerings (“IPOs")
totaled HKS50 billion in the first half of 2010, almost triple the HK$18 billion raised in the same
period last year. Notwithstanding this, funds raised via equities (including IPOs) totaled HK$161
billion in the first six months of 2010, a decrease of 26% on the same period last year.

Against this backdrop, the Corporate Finance division registered outstanding results for the first
half of 2010, with revenue and contribution to profits reaching HK$172.3 million (2009: HK$54.8
million) and HK$147.6 million (2009: HK$23.3 million) respectively. Management's strategy
remains focused on targeting small to mid cap Hong Kong and Chinese enterprises. There are
ample opportunities for further growth in this underserviced sector especially when taken in
the context of the Group’s substantial balance sheet strength and distribution capabilities.

Buoyant demand from corporate clients seeking alternative funding solutions also resulted in
a significant increase in the Group's structured loans. As at 30 June 2010, the structured loan
balance was in excess of HK$800 million, up from about HK$500 million as of 31 December
20009. Included in the first half results were HK$66.8 million of gains from financial assets, which
principally resulted from realised and mark-to-market gains on the derivative component of
some of these structured loans, many of which contained equity linked components.

The Group's Corporate Finance division continues to build its reputation and expertise as
manager and underwriter for IPOs. During the period under review, the division assisted
companies such as Asian Capital Holdings Limited, O-Net Communications (Group) Limited
and Ruinian International Limited with IPO fundraising activities. It participated in and
underwrote a number of share placements, and acted as arranger and settlement agent
for an issue of convertible notes during the period. Issues included EPI (Holdings) Limited,
ChinaVision Media Group Limited, Wah Nam International Holdings Limited, Evergrande Real
Estate Group Limited, APAC Resources Limited, United Power Investment Limited and Natural
Dairy (NZ) Holdings Limited.

With the completion of the strategic alliance with CVC, further growth is anticipated through
the potential for increased deal flows between the two groups.
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Consumer Finance

The Group's 58% owned subsidiary United Asia Finance Limited ("UAF") performed strongly
in the first half of 2010, delivering a record interim profit, driven largely by reduced loan
impairment charges as well as growth in the China loans business.

Revenue increased 7% to HK$787.7 million while contribution to profit jumped 225% to
HK$385.3 million. Included in the segment results was a HK$86.8 million amortisation charge
on intangible assets stemming from the Group's acquisition of UAF in 2006. These charges are
non-cash in nature.

At the end of the period, UAF's loan portfolio stood at approximately HK$4.7 billion (as at
31 December 2009: HK$4.3 billion). The impairment loss on loans and advances declined to
HK$137.3 million. Write back of impairment allowance for the loan book also amounted to
HKS$76.4 million.

Loan businesses in mainland China continued to grow at an impressive pace in the first half
of 2010. UAF added another branch in Shenzhen and launched loan businesses in Shenyang
and Chongging. The total distribution network expanded to 65 outlets, consisting of 23 in
mainland China and 42 in Hong Kong. UAF also added another licence in Tianjin to its portfolio
of mainland loan business and will continue to seek further opportunities in other provinces in
mainland China. At the end of June 2010, UAF's China loans accounted for 9% of the gross loan
book, an increase of 38% from the end of 2009.

The Greater China market has become an increasingly important part of UAF's growth
strategy and the Group believes business ventures in the mainland will become a key driver
of long-term growth. UAF will continue to leverage its competitive strengths including the
established brand and proven market expertise to capitalise on these emerging opportunities.
In Hong Kong, UAF will focus on strengthening its sales and marketing capabilities in the
distribution platform and exploring more channels to reach target customers. Barring a return
to a more uncertain economic environment, UAF believes growth prospects should remain
strong in the second half of the year.

Principal Investments

During the first half of 2010, this division registered a loss of HK$112.2 million, versus a gain of
HK$41.8 million during the first half of 2009. This was mainly due to the loss of HK$159.3 million
on disposal of the Company’s entire interest in Tian An, a move that reflects management’s
strategy to continue streamlining its balance sheet and corporate structure. Excluding this loss,
which is non-cash in nature, the contribution from this segment remained steady.

Management will continue to seek investment opportunities which offer attractive returns in
the unlisted space and look to maximise exit values of the current portfolio.
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FINANCIAL REVIEW

Financial Resources and Gearing Ratio

As of 30 June 2010, the equity attributable to owners of the Company amounted to HK$9,052.4
million, representing a decrease of HK$3,631.0 million or approximately 29% from 31 December
2009. The decrease was largely attributed to the distribution in specie as set out in Notes 5 and
8 to the condensed consolidated financial statements.

The Group continued to maintain a strong cash position and had short-term bank deposits,
bank balances, treasury bills and cash amounting to HK$1,451.2 million (at 31 December 2009:
HK$1,346.0 million). The Group's total bank and other borrowings, short-term loans due to
fellow subsidiaries and three-year bonds amounted to HK$5,660.5 million (at 31 December
2009: HK$4,513.3 million). Of this, HK$4,986.8 million (at 31 December 2009: HKS$3,657.7 million)
is repayable within one year, and HK$673.7 million (at 31 December 2009: HK$855.6 million)
repayable after one year.

The Group's liquidity as demonstrated by the current ratio (current assets/current liabilities)
decreased marginally to 1.7 times as at 30 June 2010, compared to 1.9 times as at 31 December
2009.

The Group's gearing ratio (calculated on the basis of the Group’s total bank and other
borrowings, short-term loans due to fellow subsidiaries and three-year bonds over the equity
attributable to owners of the Company) was approximately 63% at the end of the reporting
period (at 31 December 2009: approximately 36%). The higher gearing ratio is largely due to
the decrease in equity attributable to owners of the Company as a result of the distribution in
specie as mentioned above.

Capital Structure, Bank Borrowings and Exposure to Fluctuations in Exchange
Rates

During the period ended 30 June 2010, the appointed trustee of the SHK Employee Ownership
Scheme (“EOS") acquired 0.4 million shares of the Company through purchases on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for the awarded shares of the scheme.
Details regarding share capital are set out in Note 17 to the condensed consolidated financial
statements.

Other than the three-year bonds and secured instalment loans, or those borrowings repayable
over one year as shown in Note 14 to the condensed consolidated financial statements, the
Group’s bank and other borrowings and short-term loans due to fellow subsidiaries were on
a short-term basis and in HK dollars and Renminbi as at 30 June 2010. They were charged at
floating interest rates. There are no known seasonal factors in the Group's borrowing profiles.
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The Group is required to maintain foreign currency exposures to cater for its recurring
operating activities and present and potential investment activities, meaning it will be subject
to reasonable exchange rate exposure. The Group closely monitors this risk.

Material Acquisitions and Disposals of Subsidiaries, Associates and Jointly
Controlled Entities

On 28 June 2010, the Group completed the disposal of its entire interest in Tian An, a listed
associate, to a subsidiary of APL, a listed holding company. The Group recognised a loss of
HK$159.3 million on the disposal. Details regarding the disposal are set out in Note 5 to the
condensed consolidated financial statements.

In April 2010, the Group also disposed of 49% ownership interest in a wholly-owned subsidiary
engaging leveraged foreign exchange trading business at a consideration of HK$66.1 million.
The Group recognised a gain of HK$29.3 million on the disposal.

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

Segment Information

Detailed segment information in respect of the Group's revenue and segment results are
shown in Note 3 to the condensed consolidated financial statements.

Charges on Group Assets

Listed shares with an aggregate value of HK$25.4 million were pledged for bank loans and
overdrafts. Properties of the Group with a total book value of HK$210.4 million were pledged
by subsidiaries to banks for instalment loans granted to them with a total outstanding balance
of HK$171.6 million as at 30 June 2010. The entire share capital of a wholly-owned subsidiary,
UAF Holdings Limited, was also pledged as a share mortgage for the bonds issued by the
Group.

Contingent Liabilities

Details regarding the contingent liabilities are set out in Note 19 to the condensed
consolidated financial statements.
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HUMAN RESOURCES, LITIGATION AND MANAGEMENT OF RISKS
REVIEW

Human Resources and Training

Seeking to maintain its status as an “employer of choice” and its commitment to providing the
highest levels of service, the Group continued to expand the number of high quality in-house
training programmes provided to frontline sales and mid and back office staff. New training
programmes on personal development and management skills, including Time Management,
Interpersonal Skills and a series of Effective Manager Programmes, were organised to enhance
staff performance and productivity.

As at 30 June 2010, the Group's total headcount stood at 2,193 (including Investment
Consultants), representing an approximate increase of 15.6% as compared with 30 June 2009.
Staff costs (including Directors’ emoluments), contributions to retirement benefit schemes
and expenses recognised for the EOS amounted to approximately HK$232.1 million, which
represented little change on the previous 12 months.

The Group operates different compensation schemes reflecting the different roles within
the organisation. For sales staff and investment consultants, the package may consist of
either a base pay and commission/bonus/sales incentive or alternatively, it may be a straight
commission arrangement. For non-sales staff, compensation comprises either a base pay with
a discretionary bonus/share-based incentive, or a straight base pay, where appropriate.

Under the EOS, which was formally adopted on 18 December 2007, selected employees or
directors of the Group (the “Selected Grantees”) are awarded shares of the Company. Following
management’s recommendations, a total of 1,182,000 shares were granted to the Selected
Grantees in May 2010 subject to various terms including, amongst other things, vesting scales
whereby awarded shares will vest and become unrestricted over a three-year period. As at 30
June 2010, the outstanding awarded shares under the EOS (excluding shares awarded, but
subsequently forfeited) amounted to 2,708,000 shares of which 167,000 shares were awarded
to a Director.
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Litigation

(a)

Following litigation that concluded in 2006, Sun Hung Kai Securities Limited ("SHKS")
holds a 12.5% interest in a 50/50 joint venture between New World Development
Company Limited ("NWDC") and IGB Corporation Berhad in Kuala Lumpur, Malaysia (the
“Joint Venture”). SHKS has sought the assistance of NWDC and Stapleton Developments
Limited (“Stapleton”) to ensure that the legal interest of the issued shares of the Joint
Venture company, being Great Union Properties Sdn. Bhd. ("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 shareholders’'loans made on behalf of SHKS
to it.

On 14 October 2008, a writ of summons was issued by Sun Hung Kai Investment
Services Limited (“SHKIS") in the High Court of Hong Kong against Quality Prince Limited,
Allglobe Holdings Limited, the Personal Representative of the Estate of Lam Sai Wing,
Chan Yam Fai Jane (“Ms. Chan”) and Ng Yee Mei (“Ms. Ng"), seeking recovery of (a) the
sum of HK$50,932,876.64; (b) interest; (c) legal costs; and (d) further and/or other relief.
Having sold collateral for the partial recovery of amounts owing, SHKIS filed a Statement
of Claim in the High Court of Hong Kong on 24 October 2008 claiming (a) the sum of
HK$36,030,376.64; (b) interest; (c) legal costs; and (d) further and/or other relief. Summary
judgment against all the defendants was granted by Master C Chan on 25 May 2009, but
judgment with respect to Ms. Chan and Ms. Ng only was overturned on appeal by the
judgment of Suffiad J dated 7 August 2009. SHKIS" appeal of that judgment to the Court
of Appeal was heard on 6 May 2010, and was dismissed. The trial will be heard on a date
to be fixed.

Details of proceedings relating to Chang Zhou Power Development Company Limited,
a mainland PRC joint venture, are set out in Note 19(b) to the condensed consolidated
financial statements.
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Management of Risks

Policies and Procedures

The Group continued to assess its risk management framework. Risk management policies
and procedures are reviewed and updated to reflect changes in market conditions and the
Group's business strategy. The Risk Management Committee (“RMC") is a standing committee
that reports to the Board. It is mandated with oversight in relation to risk-related policies that
promote at all times the proper monitoring and control of all major risks arising from the
Group's business activities.

Financial Risk

The Group's financial risk management is discussed in Note 21 to the condensed consolidated
financial statements, which includes the management of market risk (equity, interest rate and
foreign exchange risk), credit risk and liquidity risk.

Operational Risk

Operational risk is defined as the risk of monetary loss resulting from inadequate or failed
internal processes, people and/or systems or from external events. The Group also extends
operational risk to cover potential monetary losses arising from legal and compliance issues.
The Group has robust internal controls that clearly identify lines of responsibility, the proper
segregation of duties, effective reporting hierarchy, business contingency planning and
compliance with applicable regulatory requirements. The management of each respective
division is responsible for identifying, assessing, mitigating and controlling risks inherent in
their respective business processes, activities and products. This process includes periodic
monitoring and ongoing reviews conducted by Compliance and Internal Audit, which act
independently and report regularly to the RMC and the Group's senior management.

Reputational Risk

Reputational risk recognises those issues, factual or not, that may potentially lead to declines
in the customer base, revenue erosion or costly litigation, while adversely affecting the Group's
overall franchise value. In view of the importance of ensuring the well-being of the Group,
senior management has adopted a comprehensive approach to managing reputational risks
through sound corporate governance practices. The objective is to ensure that adequate and
comprehensive employee training is provided to all Group employees and sales personnel,
that key operating procedures manuals are updated, that responsibilities and duties are
properly segregated, and that the internal control functions reporting directly to the Executive
Chairman and the Audit Committee remain independent.
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Interim Dividend and Book Close

INTERIM DIVIDEND

The Board has declared an interim dividend of HK10 cents per share (2009: HK6 cents per
share) for the period under review. This is consistent with the Group's strategy to have a payout
ratio of approximately 30% of profit after tax. The interim dividend will be paid in the form of
scrip, with an option to elect cash in respect of part or all of such dividend (the “Scrip Dividend
Scheme”), to shareholders whose names appear on the register of members of the Company
on 17 September 2010. A circular giving full details of the Scrip Dividend Scheme and the
election form will be sent to shareholders as soon as practicable. The Scrip Dividend Scheme
is conditional upon the Listing Committee of the Stock Exchange granting the listing of and
permission to deal in the new shares of the Company to be issued. Dividend warrants and/
or share certificates for the scrip shares are expected to be sent to shareholders on or around
19 October 2010.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 15 September 2010 to
17 September 2010, both days inclusive, during which period no transfer of shares will be
registered. In order to qualify for the interim dividend, all transfer forms accompanied by the
relevant share certificates must be lodged with the Company’s registrar, 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 14 September 2010.
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Directors’ Interests

As at 30 June 2010, 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 “SFO"), as recorded in the register required to be kept
under Section 352 of the SFO were as follows:—

(@) INTERESTS IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY

Number of Approximate % of
shares and the issued
Directors Capacity underlying shares share capital
Lee Seng Huang Interests of controlled 1,091,885,163 62.31%
corporation (Note 1) (Note 2)
Joseph Tong Tang  Beneficiary of trust 167,000 0.009%
(Note 3(a))
Beneficial owner 77,000 0.004%
(Note 3(b))
Notes:

Mr. Lee Seng Huang, Director, together with Mr. Lee Seng Hui and Ms. Lee Su Hwei
are the trustees of Lee and Lee Trust, being a discretionary trust. The Lee and Lee Trust
together with Mr. Lee Seng Hui indirectly owned approximately 52.40% interest in
the issued share capital of Allied Group Limited (“AGL") and was therefore deemed to
have interests in the shares and underlying shares of the Company in which AGL was

interested.
2. This refers to the interest in 1,091,885,163 shares of the Company.
3. (@) These include the deemed interests in:

(i) 45,000 unvested shares of the Company out of the total of 135,000 shares
granted to Mr. Joseph Tong Tang on 15 April 2008 and accepted on 17 April
2008 under the EOS. Such shares are subject to a vesting scale in tranches
whereby one-third of the shares thereof (i.e. 45,000 shares) was vested and
became unrestricted from 15 April 2009 and the other one-third thereof (i.e.
45,000 shares) from 15 April 2010 (the title of such interests was transferred
on 6 May 2009 and 28 April 2010 respectively); and the remaining one-third
thereof shall be vested and become unrestricted from 15 April 2011;
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(i) 44,000 unvested shares of the Company out of the total of 66,000 shares
granted to and accepted by Mr. Tong on 6 May 2009 under the EOS. Such
shares are subject to a vesting scale in tranches whereby one-third of the
shares thereof (i.e. 22,000 shares) was vested and became unrestricted from
15 April 2010 (the title of such interests was transferred on 3 May 2010);
another one-third thereof shall be vested and become unrestricted from
15 April 2011; and the remaining one-third thereof shall be vested and
become unrestricted from 15 April 2012; and

(iii) 78,000 shares of the Company granted to Mr. Tong on 5 May 2010 under
the EOS and accepted on 10 May 2010. Such shares are subject to a vesting
scale in tranches whereby one-third of the shares thereof shall be vested and
become unrestricted from 15 April 2011; another one-third thereof shall be
vested and become unrestricted from 15 April 2012; and the remaining one-
third thereof shall be vested and become unrestricted from 15 April 2013.

(b)  This represents the 77,000 shares out of the 112,000 shares of the Company

granted under the EOS that were vested and became unrestricted on 15 April 2009
and 15 April 2010.

(b) INTERESTS IN THE SHARES, UNDERLYING SHARES AND DEBENTURES OF
ASSOCIATED CORPORATIONS

Numberof ~ Approximate % of

Associated sharesand  the relevant issued Amount of
Directors corporations Capacity underlying shares share capital debentures
Lee Seng Huang AGL Trustee (other than 108626492 52.39% -
(Note ) a bare trustee)
(Note 2)
APL Interests of controlled 4508426310 65.12% -
corporation (tote3) (Note4)
SHK Hong Kong Interests of controlled 2952,449,606 78.94% -
Indlustries Limited corporation (tote) (Note )
('SHKHK Ind")
Quality HealthCare Interests of controlled 144,385,776 64.16% -

Asia Limited (QHA)  corporation (ote7)

Swan Islands Limited ~ Interests of controlled - - HKS500,000,000
corporation (toteg) (Note )
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Numberof ~ Approximate % of

Associated sharesand  the relevant issued Amount of
Directors corporations Capacity underlying shares share capital debentures
Patrick Lee Seng Wei ~ AGL Beneficial owner 550,000 0.26% -
(Note 9)
APL Beneficial owner 2,700,000 0.04% -
(Note 10)
Notes:

1.

Mr. Lee Seng Huang, by virtue of his interests in AGL and APL, was also deemed to be
interested in the shares of the unlisted subsidiaries of AGL (and SHK HK Ind, a listed
subsidiary of AGL) and APL (and QHA, a listed subsidiary of APL), which are associated
corporations of the Company as defined under the SFO.

A waiver application was submitted to the Stock Exchange 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 the Stock Exchange on 3 August 2010.

Mr. Lee Seng Huang is one of the trustees of Lee and Lee Trust, being a discretionary
trust which indirectly owned 108,626,492 shares of AGL.

This refers to the same interests held directly or indirectly by AGL in APL.

This refers to the interest in 4,528,426,310 shares of APL.

This refers to the same interests held indirectly by AGL in SHK HK Ind.

These include interests in (i) 2,644,202,032 shares of SHK HK Ind; and (ii) listed physically
settled warrants of SHK HK Ind giving rise to an interest in 308,247,574 underlying shares
of SHK HK Ind. The warrants of SHK HK Ind entitle the holders thereof to subscribe at any
time during the period from 23 April 2009 to 22 April 2011 (both days inclusive) for fully
paid shares of SHK HK Ind at a subscription price of HK$0.10 per share.

This refers to the interest in 144,385,776 shares held indirectly by APL in QHA.

This represents the outstanding amount of 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 refers to the interest in 550,000 shares of AGL.

This refers to the interest in 2,700,000 shares of APL.
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All interests stated above represent long positions. As at 30 June 2010, none of the Directors
held any short positions in the shares, underlying shares of equity derivatives or debentures of
the Company.

Save as disclosed above, as at 30 June 2010, 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 the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Rules Governing the Listing of Securities on the Stock Exchange (“Listing Rules”).
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Interests of Substantial Shareholders and Other Persons

As at 30 June 2010, 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 "SFO Register”):

Shareholders

Capacity

Number of
shares and
underlying shares

Approximate % of
the issued
share capital

APL

AGL

Lee and Lee Trust

Dubai Ventures L.L.C

("Dubai Ventures")

Dubai Ventures Group
(LLQO) ('DVG")

Dubai Group (L.L.C)
(“Dubai Group”)

Dubai Holding
Investments Group
LLC ("DHIG")

Dubai Holding (L.L.C)
("Dubai Holding")

Dubai Group Limited
("DGL")

HH Mohammed Bin
Rashid Al Maktoum

Interests of controlled
corporation (Note 1)

Interests of controlled
corporation (Note 3)

Interests of controlled
corporation (Note 5)

Beneficial owner
Interests of controlled
corporation (Note 7)

Interests of controlled
corporation (Note 9)

Interests of controlled
corporation (Note 10)
Interests of controlled

corporation (Note 1)

Interests of controlled
corporation (Note 12)

Interests of controlled
corporation (Note 13)

1,091,885,163
(Note 2)

1,091,885,163
(Note 4)

1,091,885,163
(Note 4)

166,000,000
(Note 6)

166,000,000
(Note 8)

166,000,000
(Note 8)

166,000,000
(Note 8)

166,000,000
(Note 8)

166,000,000
(Note 8)

166,000,000
(Note 8)

62.31%

62.31%

62.31%

9.47%

9.47%

9.47%

9.47%

9.47%

9.47%

9.47%
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Number of Approximate % of
shares and the issued
Shareholders Capacity underlying shares share capital
Penta Investment Investment manager 158,737,788 9.06%
Advisers Limited (Note 14)
("Penta”)
Goldlex Limited Beneficial owner 113,085,000 6.42%
("Goldlex”) (Note 15)
Lee Mei Wan Betty Beneficial owner 113,085,000 6.42%
(Note 16)
Asia Financial Services Interests of controlled 409,920,000 23.40%
Group Limited ("AFSG”")  corporation (Note 17) (Note 19)
CVC Capital Partners Interests of controlled 409,920,000 23.40%
Asia lll Limited corporation (Note 18) (Note 19)

("CVC Capital”)
Notes:

1. The interests were held by AP Emerald Limited (“AP Emerald”), a wholly-owned subsidiary of AP
Jade Limited which in turn was a wholly-owned subsidiary of APL. APL was therefore deemed
to have interests in the shares of the Company in which AP Emerald was interested.

2. This represents an interest in 1,091,885,163 shares of the Company held by APL through AP
Emerald.

3. AGL owned approximately a 65.12% interest in the issued share capital of APL and was
therefore deemed to have interests in the shares of the Company in which APL was interested.

4. This refers to the same interests in 1,091,885,163 shares of the Company held by AP Emerald.

5. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang (a Director) are the trustees of Lee
and Lee Trust, being a discretionary trust. They together owned approximately 52.40% interest
in the issued share capital of AGL and were therefore deemed to have interests in the shares of
the Company in which AGL was interested through APL, its 65.12% owned subsidiary.

6.  This represents an interest in 166,000,000 shares of the Company.
7. DVG owned a 99% interest in the issued share capital of Dubai Ventures and was therefore

deemed to have an interest in the shares of the Company in which Dubai Ventures was
interested.
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This refers to the interests in 166,000,000 shares of the Company held by Dubai Ventures.

Dubai Group owned a 99% interest in the issued share capital of DVG and was therefore
deemed to have an interest in the shares of the Company in which DVG was interested.

DHIG owned a 51% interest in the issued share capital of Dubai Group and was therefore
deemed to have an interest in the shares of the Company in which Dubai Group was
interested.

Dubai Holding owned approximately a 99.66% interest in the issued share capital of DHIG and
was therefore deemed to have an interest in the shares of the Company in which DHIG was
interested.

DGL owned a 49% interest in the issued share capital of Dubai Group. DGL was therefore
deemed to have interests in the shares of the Company in which Dubai Group was interested.

HH Mohammed Bin Rashid Al Maktoum owned approximately a 97.40% interest in the issued
share capital of Dubai Holding and was therefore deemed to have interests in the shares of the
Company in which Dubai Holding was interested.

This includes interests in (i) 75,669,824 shares of the Company; and (ii) unlisted cash settled
derivatives of the Company giving rise to an interest in 83,067,964 underlying shares of the
Company.

This represents an interest in 113,085,000 shares of the Company.

Ms. Lee Mei Wan Betty owned 100% of the issued share capital of Goldlex and was therefore
deemed to have an interest in the shares of the Company in which Goldlex was interested.

This represents an interest through two of its wholly-owned subsidiaries, Asia Financial Services
Holdings Limited and Asia Financial Services Company Limited ("AFSC").

CVC Capital, through a wholly-owned subsidiary, owns 88% interest in AFSG and is therefore
deemed to have interest in the underlying shares of the Company in which AFSG was
interested.

This represents the deemed interests in the underlying shares arising pursuant to the
Subscription Agreement entered into between the Company as issuer and ASFC as investor
on 22 April 2010 whereby the Company conditionally agreed to issue and ASFC conditionally
agreed to subscribe for (a) HK$1,708,000,000 in aggregate principal amount of the Mandatory
Convertible Notes and (b) HK$427,000,000 in face value of Warrants.

All interests stated above represent long positions. As at 30 June 2010, no short positions were
recorded in the SFO Register of the Company.

Save as disclosed above, as at 30 June 2010, the Directors are not aware of any other persons
who had interests or short positions in the shares, underlying shares of the Company or any
associated corporations (within the meaning of Part XV of the SFO) which would require to be
disclosed to the Company pursuant to Part XV of the SFO.



23
Sun Hung Kai & Co. Limited
Interim Report 2010

Corporate Governance and Other Information

CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2010, the Company has applied the principles of, and
complied with, the applicable code provisions, of the Code on Corporate Governance Practices
(the “CG Code") as set out in Appendix 14 of the Listing Rules, except for certain deviations
which are summarised below:

(a)

Code Provision A.2.1

Code provision A.2.1 of the CG Code stipulates that the roles of the chairman and chief
executive officer ("CEQ") should be separated and performed by different individuals.
Under the current organisational structure of the Company, 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. Rizal Wijono.
The Executive Chairman oversees the management of the corporate administrative
functions, principal investments, as well as the Group’s interest in UAF whose day-to-day
management lies with its designated Managing Director. Mr. Joseph Tong Tang acts as
the CEO of Wealth Management, Brokerage & Capital Markets and Asset Management is
headed by Mr. Rizal Wijono.

The Board believes that this structure spreads the workload that would otherwise
be borne by an individual CEQ, allowing the growing businesses of the Group to be
overseen by appropriately qualified and experienced senior executives in those fields.
Furthermore, it enhances communications and speeds 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 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 Executive Directors only
and not senior management (as opposed to 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 engagement of
the external auditor 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 co-ordination between the internal and external auditors, and (iv) review
(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 their respective terms of reference adopted by the
Company. The Board will review the terms of reference at least once a year and make
appropriate changes if considered necessary.

The reasons for the above deviations are set out in the “Corporate Governance Report” of the
Company'’s annual report for the financial year ended 31 December 20009.
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CHANGES IN DIRECTORS’' INFORMATION

The changes in Directors’ information as required to be disclosed pursuant to Rule 13.51(2) and
Rule 13.51B(1) of the Listing Rules are set out below:

Mr. Lee Seng Huang, Executive Chairman
- Rental related expenses which are varying in nature have changed.

Mr. Patrick Lee Seng Wei, Non-Executive Director
- Resigned as an executive director and the chief executive of APL effective 18 June 2010.

For Directors
- Annual director’s fee increased by 10% as from year 2010.

For all Independent Non-Executive Directors
- Consultancy fee increased by 10% as from year 2010.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its code of conduct regarding securities
transactions by the Directors. All relevant Directors have confirmed, following specific enquiries
being made by the Company, that they have complied with the required standard as set out in
the Model Code throughout the period under review.
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Purchase, Sale or Redemption of Securities

Neither the Company nor its subsidiaries purchased, sold or redeemed any of the Company’s
securities during the six months ended 30 June 2010.
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Audit Committee Review

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 condensed consolidated
financial report for the six months ended 30 June 2010. 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 reports obtained from management. The Audit Committee has not
undertaken detailed independent audit checks.

On behalf of the Board
Lee Seng Huang
Executive Chairman

Hong Kong, 25 August 2010
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Sun Hung Kai & Co. Limited
Interim Report 2010

Independent Review Report

TO THE BOARD OF DIRECTORS OF
SUN HUNG KAI & CO. LIMITED

INTRODUCTION

We have reviewed the interim financial information
set out on pages 58 to 100, which comprises the
condensed consolidated statement of financial
position of Sun Hung Kai & Co. Limited as of 30
June 2010 and the related condensed consolidated
income statement, statement of comprehensive
income, statement of changes in equity and
statement of cash flows 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.
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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.

CONCLUSION

Based on our review, nothing has come to our
attention that causes us to believe that the interim
financial information is not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 25 August 2010
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Condensed Consolidated Income

LR RN €

Statement
Six months ended
NMEREEZE
30.6.2010 30.6.2009
Unaudited Unaudited
RIBER RECEZ
Notes HKS$ Million HKS Million
B 5E BEER BEATT
Revenue * W z5* 1,479.6 1,504.2
Other income HAbA 146.3 81.5
Total income pellgas 1,625.9 1,585.7
Brokerage and commission KLk

expenses HeER (103.2) (94.9)
Direct cost and operating BEERAR

expenses wEBER (145.7) (159.3)
Administrative expenses EIEEH (446.1) (430.4)
Other expenses HEaBH 6 (165.0) (335.7)
Finance costs Bh& AR K (50.6) (53.5)

715.3 511.9
Loss on disposal of HeE—Fm

a listed associate B N FEE 5 (159.3) -
Loss on warrants of — B ERT]

a listed associate REREE BB - (0.3)
Share of results of associates Fr{REt & N R E4E 203.8 1435
Share of results Fir il 2L @45 51 A A

of jointly controlled entities E 2.9 03
Profit before taxation [ %5 A3 ) 6 762.7 655.4
Taxation 18 7 (130.0) (98.1)
Profit for the period ARERH R 632.7 557.3
Profit attributable to: FE(EF
- Owners of the Company — AREPER 492.1 507.2
- Non-controlling interests — FEIEAR R RS 140.6 50.1

632.7 557.3
Earnings per share BIREF 9
— Basic (HK cents) — EHA (B 28.1 295
- Diluted (HK cents) —#5F (B 28.1 295
* Revenue is also the Group's turnover. WM AEEEERE -
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Condensed Consolidated Statementof B4R & 2 H W ER

Comprehensive Income

Six months ended

NEREEE
30.6.2010 30.6.2009
Unaudited Unaudited
RASEX REERZ
HKS$ Million HKS Million
BHEBET BEET
Profit for the period AR 632.7 557.3
Other comprehensive income Hi 2wk
Available-for-sale investments AR ERE
— Net fair value changes —RHAATE
during the period 25 (2.1) 243
— Reclassification adjustment - REEREEWRER
to profit or loss on disposal KB DR (0.4) 2.8)
- Deferred tax — EERIIE (0.4) 0.4)
(2.9) 211
Exchange differences arising on WEIGINETEH
translating foreign operations FEH =5 11.8 (03)
Reclassification adjustment to profit REEWBARIKER
or loss on liquidation of subsidiaries BRI EFT AR (6.7) -
Reclassification adjustment to & — L E QAR
profit or loss on disposal of BZW RN
a listed associate BNHERAR (320.5) -
Revaluation gain on properties RERYZEEMER
transferred from property and HERIREMHED
equipment to investment properties Enri e 5.4 -
Share of other comprehensive Pk B & A AR
income of associates Ef 2w (2.1) 4.7
Other comprehensive (expenses) HRRTR AR 2 AHAE A
income for the period, net of tax 2m () ks (315.0) 255
Total comprehensive income AHEEKE
for the period PR 317.7 582.8
Total comprehensive income FEE 2R E
attributable to: 4a%E
- Owners of the Company — RRARRE 172.7 532.7
- Non-controlling interests — JEPERR R = 145.0 50.1
317.7 582.8
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Condensed Consolidated Statement of B4R & BT ISR R

Financial Position

30.6.2010 31.12.2009
Unaudited Restated
RIBEX Rl
Notes HK$ Million HKS Million
M 5E BEEATT BEET
Non-current Assets EFRBEE
Investment properties wEYZE 125.5 130.1
Leasehold interests in land HE iR 9.9 13.0
Property and equipment LIEYNE L] 259.6 248.7
Intangible assets B EE 1,269.9 1,354.3
Goodwill GRS 2,384.0 2,384.0
Interest in associates &N R R 60.5 4,185.2
Interest in jointly controlled entities 3t @22 %I A T #E 25 188.5 72.0
Available-for-sale investments AHEERE 10 278.8 286.2
Statutory deposits EEERE 43.7 36.0
Deferred tax assets BERHIEEE 92.5 100.5
Amounts due from associates i NI = 56.1 56.1
Loans and advances to consumer FLAMBEFEEZH K&
finance customers EE Y 1,951.0 1,870.2
Prepaid deposits for acquisition ~ B EWERERHEHZ
of property and equipment RS R
and other receivables Hh fE U AR 53.4 -
6,773.4 10,736.3
Current Assets RBEE
Trade and other receivables & N H b el R 11 7,055.8 5,655.2
Loans and advances to consumer LA BEREE K&
finance customers ;IR 2,715.6 2,456.2
Financial assets at fair value BB EERIZATE
through profit or loss HIRRH B 5 & B 12 507.8 677.6
Amounts due from associates Bt N E R AR 8.1 3.0
Amounts due from fellow EEIGIEPNGT
subsidiaries and a holding P52y /NG
company RER 1.4 0.7
Taxation recoverable e UL TR 1B 1.8 23
Cash and cash equivalents HeRIRE%EEY 13 1,451.2 1,346.0
11,7417 10,141.0
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30.6.2010 31.12.2009
Unaudited Restated
RIBEX Rl
Notes HKS$ Million HKS Million
M 5E BEEATT BEET
Current Liabilities REBEE
Bank and other borrowings fiﬁ)ﬁiﬂﬁﬂa EN 14 (3,421.9) (2,093.0)
Trade and other payables Z“‘ &HTIEJEHEE 15 (1,468.3) (1,557.9)
Financial liabilities at fair value LLBZ sEREATE
through profit or loss §|J5§mﬁ7ﬁ%ﬁ1§ (8.2) (36.1)
Amounts due to fellow subsidiaries [&] &M E A
and a holding company el “/_\T%@E 16 (1,567.6) (1,568.9)
Amounts due to associates a?*é’& AE E-E (8.4) (8.1)
Amounts due to a jointly A
controlled entity EEE (75.6)
Provisions A (53.3) (12.4)
Taxation payable JERTTRIE (144.5) (74.2)
(6,747.8) (5,350.6)
Net Current Assets REEERE 4,993.9 4,790.4
Total Assets less Current HEEBRE
Liabilities afE 11,767.3 15,526.7
Capital and Reserves BEARRFE
Share capital f&N 17 350.4 3504
Reserves i 8,702.0 12,3330
Equity attributable to owners ARARIRE
of the Company e = 9,052.4 12,683.4
Non-controlling interests FEFE NS 1,803.4 1,744.7
Total Equity e AR 10,855.8 14,428.1
Non-current Liabilities FEREBEE
Bonds (EE2 500.0 500.0
Bank and other borrowings RAT R E A IER 14 173.7 355.6
Provisions K 9.2 6.0
Deferred tax liabilities BEFIEAG 228.6 237.0
911.5 1,098.6
11,767.3 15,526.7
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Condensed Consolidated Statement of B S ERSSER
Changes in Equity

Attributable to owners of the Company
DERREE

Sharesheld  Employee
Capital  foremployee ~ share-based Non-
Share Share redemption  ownership compensation  Exchange Revaluation Capital ~ Retained  Dividend controlling Total
apitl  premium  reserve  scheme reserve  reserve reserve  feserves  earnings reserve Total  interests equity
BEERE  WBA
B BEHH RiNER
ROYE WEEE  HARH  MEHE EX@R EMEBE  GABE  REWW  RRGE 8% FERRE  RREE
HESMilion ~ HKSMilion — HHSMillon  HkSMilon — HKOMilion — HKOMilion  HKSMilion  HKSMillon  HKSMilion  HKOMilion  HKOMilion ~ HKS fillon ~ HHS Millon
BEfT AEET BEAT  REMT  AEET  RERT  REMT  EEEn AERT  BEET  REE EEMT EEEn
At January 2010 H01051R18 3504 53062 516 (280) 90 3 151 4 61634 1098 126834 17447 144081
Proitfor the period g - - - “1 o)l 1406 627
Othercompehensie £ 2EKE
income (expenses) (xH) - - - (333 86) 19 09 - (3194 4 [3150)
Total comprehensive FEENE
income forthe period 48 - - - - (3336) (88) n9 90 - mni 1450 ki
Recagniton of EAELRH
equityseted ARt
shaebased payments BB - - n - - i - i
Purchase ofshares eld
forthe SHK Employee
Ownership Scheme - (36 - (36) - (38)
Vesting of shares of te
SHK Employee
Ounership Scheme - 9 19 - - - -
Adjustment to 2009
final dividends - - - - - 09 05 -
Specia dividend - - - - - - (35270) 3500 - - -
Distribution in specie - - - - - - - - - (38073) (38073 - (38073)
Inteim dividends declared - - - - - - - (1749) 1749 - - -
Dividends paid to
non-controling inerests - - - - - - - 863) (863)
At30June 2010 H1056F08 304 53062 516 11 83 (13 165 05 29540 1749 90524 18034 108558
At January 2009 H09E1A1E w2 50010 48 (326) 97 365 1980 (g 53509 86 11365 16818 130273
Proiforthe period i) - - 5072 502 501 5573
Othercomprehensie ~~ Ef2E
income iz - - - 55 - 155 - 155
Toalcomprehensive TR ARG
icomefortheperiod 28 - - - - 15 502 - 57 501 5828
Recogtion of ElEs
equitysetted FHANRE
shaetusedpymens  £EFA - - 55 - - - - 55 - 55
Purchase of shares held g
forthe SHK Employee
Ownership Scheme il - 24 - - 24 - 24
Vesingofshaescfthe  FAEER
SHK Employee RiEEH
Ouwnership Scheme Hiki5E - T4 (74 - -
Aejstment o 2008 EEN0BE
find diidends e - - - - - [1¥] b} - - -
Final dividends paid - - - - - - (878) 78 - 78
Interim dividends declared - - - - - - (1053) 1053 - - -
Shares issued on warrants
erercied 100 B - - - - - - - - A - 1941
Shares repurchased and
cancelled (14 - 14 - - - - (367) - (367) - (367)
Dividends pid o RfRe
non-controling inerests TiihER - - - - (834) 834
At30 June 2009 12009567308 18 53051 562 (76) 78 365 m5 (8 57139 1053 120509 16485 136994
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Condensed Consolidated Statementof fERAGRSIRERER

Cash Flows

Six months ended

NMEALEEE
30.6.2010 30.6.2009
Unaudited Unaudited
RCEX REEZ
HK$ Million HKS Million
BEAET BEATT
OPERATING ACTIVITIES KEEE
Cash used in operations KEFTAERE®
- Increase in trade and — B R EAM
other receivables FE U BREIE H1 (1,355.1) (2,439.4)
- Other operating cash flows — HiEIB 4 ne 356.4 378.6
(998.7) (2,060.8)
Interest received 24 FILE 209.2 156.6
Dividends received from held BWISIEEE
for trading investments BERE 2.1 28
Interest paid BEAHFILE (50.3) (70.5)
Taxation paid TIBRAT (57.9) (45.2)
Net cash used in operating R EBATA
activities ReFE (895.6) (2,017.1)
INVESTING ACTIVITIES REZH
Purchase of property and equipment YN EIS BT (9.7) (11.9)
Purchase of intangible assets BARTLEE (8.9) (46.6)
Disposal of 49% ownership interest S MY B R E149%
in a subsidiary (Note 4) MRER MR (M‘fu£4) (95.2) -
Disposal of a subsidiary HEMBA - 02
Liquidation of subsidiaries EENBEA (11.8) -
(Payment) repayment of net amount i l/N 7/?K &)
due from associates (RF30) B3 (0.2) 0.5
Dividends received from associates W B Bt A AR B 41.6 18.8
Expenses paid for disposal HE— FhBtE QA
of a listed associate ﬁﬁﬁz%ﬁﬁ (2.9) -
Capital injection to jointly controlled entities ;¥ At HT il A FIRE A - (53.9)
Advance from a jointly controlled entity & Bt EIH S| A FIHE K 22.1 -
Dividends received from H&HX—H/\ﬁE
available-for-sale investments wERE 4.7 1.4
Purchase of available-for-sale investments B A At HHE®RE - (2.7)
Proceeds on disposal e &
of available-for-sale investments TAFTS KA 5.4 8.7
Net payment of statutory deposits &IEHZ%HTA/?%E (7.7) (0.5)
Net cash used in investing REEETBAA
activities ReFE (62.6) (86.0)
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Six months ended

NMEALEEE
30.6.2010 30.6.2009
Unaudited Unaudited
RASEX REERZ
HKS$ Million HKS Million
BEAER BEAT
FINANCING ACTIVITIES BEED
Dividends paid i& B3+ - (87.8)
Dividends and repayments to T IR R 2
non-controlling interests BB B (86.2) (83.5)
Net short-term bank borrowings raised IRV HARI TR RUF R 1,082.0 2,097.9
Long term bank loans raised IR EIRITER 70.0 -
Repayment of long-term bank loans BERPRITER (7.3) (78.0)
Repayment of bonds BRES - (400.0)
Purchase of shares for the IR EEERNES
SHK Employee Ownership Scheme FTEIFTRE AR (3.6) (2.4)
Shares repurchased and cancelled @%&?fﬁﬂﬂ - (36.7)
Net proceeds from issue of shares BATRRANPTIS RIE SR8 - 294.1
Net cash from financing RRLESEE
activities FEREFE 1,054.9 1,703.6
Net increase (decrease) ReRBELEEY
in cash and cash equivalents B/ ORL) B8 96.7 (399.5)
Cash and cash equivalents MAB1TENEER
at 1 January HEZEY 1,328.0 1,738.9
Effect of foreign exchange rate changes — SMNEETE R BB RZ 2 8.5 (0.3)
1,433.2 1,339.1
Cash and cash equivalents at 30 June, A6 H30BHEER
represented by HeEEY
Cash and cash equivalents BeMRSEEY 1,451.2 1,354.6
Bank overdrafts RITEX (18.0) (15.5)
1,433.2 1,339.1




Notes to the Condensed Consolidated Fﬁ EH?E—
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Bk

BASIS OF PREPARATION

The unaudited condensed consolidated
financial statements have been prepared in
accordance with the 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.

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 value.

A number of new or revised Standards and
Interpretations are effective for the financial
year beginning on 1 January 2010. Except
as described below, the same accounting
policies, presentation and methods of
computation have been followed in these
condensed consolidated financial statements
as were applied in the preparation of the
Group's financial statements for the year
ended 31 December 2009.

Amendment to HKAS 17 Leases

As part of Improvements to HKFRSs issued in
2009, HKAS 17 has been amended in relation
to the classification of leasehold land. Before
the amendment to HKAS 17, the Group
classified leasehold land as operating leases
and presented leasehold land as prepaid
lease payments in the consolidated statement
of financial position. The amendment has
removed such a requirement.

wmHI B

RAREEZHRES M BRERER
BEABMARGMBERAFES L
4% A 86 B A BV IR BB IR TE K
EE‘:' g/ EID+EW/_\AQE%EI]§/%
GEERIB4SE [P ] MR
i) o

EZETHREE

BETFWERIETANAT@ET
B4 AREEHMREA I H
FE A IETIR S -

LM REETERZER
20101 ATBE AR 2 KRFE £
e BTN SCATI AN 0 ANEGERAR A B
BWMEMEBZEFEE - 254
I M A E R AR S 5 B # 22009
F1ANBLFEMERRMGAS
_ﬁo

HKAS 173 & 218 1E

BBV ISR E R Z2009F BER
Hef— 3 YHKAS 1773t EAEE L
mz“@meE HHKAS 1716
BIER -  SESERELAKE
%ﬁ%&%@é%‘*ﬂkﬂi’%ﬁ?ﬁl 5]
NHEEXE - MEEMBRZES
SfZ °




66
Sun Hung Kai & Co. Limited
Interim Report 2010

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
(CONTINUED)

Amendment to HKAS 17 Leases
(Continued)

In accordance with the transitional provisions
of HKAS 17, the Group reassessed the
classification of unexpired leasehold land
as at 1 January 2010 based on information
which existed at the inception of the leases.
Leasehold land that qualifies the finance
lease classification has been reclassified from
“leasehold interests in land” to “property and
equipment” retrospectively. The adjustments
in respect of the comparative figures are as
follows:

EEZSHHERME (#)

HKAS 173 E 2 1E1E (&)

IRIEHKAS 172 BB 163 - EEEART
VHERZER - EFFFTEN2010
FIAERAREEBZHEE LM #
FeEmeEszHET - N
B RE [HE L mER ] EFD
BAEIMERSE] UTAHLER
HTHFE

31.12.2009 31.12.2009

Originally stated Adjustments Restated

JRIEFIBR AR &7

HKS Million HKS Million HKS Million

BEAT BEAT AEAT

Leasehold interests in land A& +ibiERS 1314 (1184) 130
Property and equipment EY G 1275 1212 248.7
Trade and other receivables — #848 K H {th fE g B 5,658.0 (2.8) 5,655.2

5916.9 - 5916.9
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3. SEGMENT INFORMATION 3. DEEH
The following is an analysis of the Group's AT RAEESTESN 2 B Y am
revenue and results by operating segments: KA -

Six months ended 30 June 2010

~EREHZ2010%6A308

Wealth
management,

brokerage

and margin Corporate Asset Consumer Principal

finance finance  management finance  investments Total
fEEE.

LR

FEHR bRRE BEEE HARH IZRE &g

HKS Million ~ HKS Million ~ HK$ Million ~ HKS Million  HK$ Million  HKS Million
BEER BEER BEET BEER BEER BEET

Revenue e 543.1 106.4 345 7811 2783 1,750.0
Net profit (loss) from financial ~~ REBHKEER

assets and liabilities BfERNE (B1) 58 (65.7) 668 - - (0.2) 09
Less: inter-segmen revenue B A ERbE (5.0) (09) (02) - (265.2) (2n3)

Segment revenue fom extemal  RESNIEES

customers ARG a4 13 343 7817 129 1479.6
Segment proff before: THPEERZABNE : 1164 1476 189 3853 471 7153
Loss on disposal of a listed associate £ — FIBAE A AIEIE - - - - (159.3) (1593)
Seqment profit or loss HEES 1164 147.6 189 3853 (112.2) 556.0
Shae of results of associates I NG | 2038
Share of results of jointly Fib RS

controlled entities EES 29

Profit before taxation RtanaR 7621
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3. SEGMENT INFORMATION 3. pIEER (&
(CONTINUED)

Six months ended 30 June 2009
ANMAAREZ200956R307

Wealth
management,
brokerage
and margin Corporate Asset Consumer Principal
finance finance  management finance ~ investments Total
BEEES
IO
BEHR bxRE BEER AR 23/ 2%
HKS Million HKS Millon HKS Million HKS Million HKS Millon HKS Million
BEEL BEEL BEET BEEL BEEL BEEL

Revenue e 5073 646 514 7311 3101 16705
Net proft (loss) fiom financial ~ REETKEER

assets and liabiities BENUE (BR) 38 1504 (63) - - 05 1446
Less: inter-segment revenue i ABENE (89 (33) (03) - (2982) (3109)

Segment revenue fiom external - KESNBEEH

customers HENE 6488 548 511 7371 124 15042
Segment profit before: THER R AEYE : 3123 B3 156 1186 41 5119
Loss on warrants of —LTBEAT

alisted associate AREREE - - - - 03) (03)
Segment profit PBEhE 3123 33 156 1186 418 5116

Share of resuls of associates FEBERALE 145
Share of results ofjointly FiE RS
controlled entities NAEE 03

Profit before taxation REtATEA 0554
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SEGMENT INFORMATION 3. DEEH (&
(CONTINUED)
The following is an analysis of the Group's INTRAEESTESN 2 EE DI
segment assets by operating segments: BE
30.6.2010 31.12.2009
HKS$ Million HKS Million
BEET BAEAT
Wealth management, MEERE KLk
brokerage and margin finance BH M 6,889.9 6,084.0
Corporate finance TERE 957.3 677.3
Asset management EEER 74.8 93.1
Consumer finance NE S 9,291.8 8,808.0
Principal investments FERE 893.8 795.8
Total segment assets NIREEBRE 18,107.6 16,458.2
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4.

DISPOSAL OF 49% OWNERSHIP
INTEREST IN A SUBSIDIARY

In April 2010, the Group disposed of 49%
ownership interest in a wholly-owned
subsidiary engaging in leveraged foreign
exchange trading business. The control of the
subsidiary after the disposal is shared by the
Group and the other shareholder according
to the relevant shareholders’ agreement. As a
result, the retained interest in the subsidiary
is classified as a jointly controlled entity. The
gain of the disposal is calculated as follows:

4. HEMERT49%RKRER
=

2010548 EREE—REER
ANIEEEEKE 2 2EWNBARE
F40%fk Rz o IRIZB R E W
HoRMBRARZHENEERRE
AEESRS —REEXZ - Bt ©¥
ZHBARRBzE=ESEAH
EEH AR - HEWEZFTEMT «

HKS Million
AEAT
Net assets disposed of: HEZFEE -
— Cash and cash equivalents —RERASEEY 95.2
~Trade and other receivables — R HA E R 54
- Amount due from the Group — EBRE 53.5
— Trade and other payables — K R E AR AR 02)
- Taxation payable — FERBIIE (2.2)
151.7
Consideration receivable FEWRE (66.1)
Retained interest in a jointly REBER
controlled entity R EERIE S A 7 (114.9)
Gain on disposal of 49% ownership tH S BB A B149%
interest in a subsidiary RS 2 W Es (29.3)

The retained interest in a jointly controlled
entity included interest in non-voting
shares in the former subsidiary of HK$75.0
million. Pursuant to the terms of the relevant
shareholders’ agreement, after the reporting
date, the non-voting shares were repurchased
by the former subsidiary and the retained
interest in the jointly controlled entity was
reduced accordingly.

RAREHRRZREER S
BB A A2 IR R AR 75.08
EAT  REAEBRRBZET 2K
R NmERK - WAIMBRAE
CEZER D MERBEEEN AR
ZH AR IRE TR o



LOSS ON DISPOSAL OF A
LISTED ASSOCIATE

On 28 June 2010, the Group completed
the disposal of its entire interest in Tian An
China Investments Company Limited, a listed
associate, to a subsidiary of Allied Properties
(H.K.) Limited (“APL"), a listed holding
company. The consideration of the disposal
was satisfied by a share entitlement note
("SEN"), which conferred the right to call for
the issue of 2,293,561,833 fully paid shares of
APL (“APL Share”) for nil consideration. The
fair value of the SEN was HK$3,807.3 million
which was determined based on the market
value of the APL Share of HKS$1.66 per share
at the completion date of the disposal. The
Group recognised a loss of HK$159.3 million
on the disposal.

The SEN was immediately assigned to the
shareholders of the Company on 28 June
2010 as distribution in specie as described in
Note 8. Upon the assignment, the right to call
for the issue of the relevant APL Share was
automatically exercised.

Details regarding the disposal and the
distribution are contained in the circular of
the Company dated 24 May 2010.
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HE—-—LmBEQTEE

R2010F6 4280  EEZEKREER
—FTHERRRLEHREEERR
ARAZ 2D ETFTEE—KRLE
MIERARBEME (BE) BREAQ
Al((MeamE]) 2HEBRA - &
EREBUBRERZEESMN  B’H
BREER P ERUEREET
2,293,561,833/% B & b B BB AR 15
([Ee A ERD]) 2 HEF] - IR
HEEZATFEA3L073AEEBT
ERBAMERMNEERKE Z
MESKI 6B TMEE - EERT
EFRERZEIBA1593BBABT °

B #E 28 = IE R 20105F 6 A28 A FE
BisEsATIl 2 B o R T A BE AN R
FTARRQNFIRE o A] BREITH S M
ERG 2 AR ERED 88T -

ZHERDRZFBDTIERAR
AIR201085 A24 B3 H 2 BEKA »
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6. PROFIT BEFORE TAXATION

6. KRBIATZA

Six months ended

~MERZEEZRE
30.6.2010 30.6.2009
HKS$ Million HKS Million
BHEBR BEAT
Profit before taxation has been BREATEFEEA
arrived at after crediting (charging): ($0B%) -
Dividends from listed investments FHRERS 3.9 30
Dividends from unlisted investments FEEMBRERS 3.8 33
Interest income FSBA 1,000.5 889.1
Net profit (loss) on held for trading BREERSANEIEER
investments included in revenue BE&ERF (B1R) F5E
- Net realised and unrealised —{TETAERRR
profit on derivatives RABRRHFEE 74.7 34.0
~ Net profit on dealing in leveraged —ERAINEEE
foreign currencies iR RlbE R 0.5 14
- Net profit on other - HthEEEH
dealing activities i lbE R 1.6 30
~ Net realised and unrealised (loss) — REREEF
profit on trading in equity BRIARKAE
securities (F58) mF)F8E (67.1) 147.6
Net unrealised BEERERA
loss on Lehman Brothers EENBRRERZ
Minibonds included in revenue RABEBRTE - (42.7)
Net realised and unrealised (loss) profit BRI AHIFE LT
on unlisted investment funds BRERGEHBRR
included in revenue KAHE (BE) B FE (8.8) 13
Net realised profit on disposal of BREEEMBARNE R
investments included in other income RHERE RN FE
- Disposal of 49% ownership interest ~ — HEHTB A 549%
in a subsidiary B 29.3 -
- Liquidation of subsidiaries —BENEAT 3.7 -
- Disposal of available-for-sale — HETHBE
investments BE 0.6 47
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>

PROFIT BEFORE TAXATION 6. BRBiIRIGRF (&
(CONTINUED)
Six months ended
~MEALEEZ
30.6.2010 30.6.2009
HKS$ Million HKS Million
BHEER BEAT
Reversal of impairment loss included BREEEMBART
in other income REERRER
- Loans and advances to consumer - AV BEFER
finance customers K% 76.4 0.2
- Loans and receivables — BERREWER = 257
- Trade and other receivables — &R H R 3.2 124
Increase in fair value of investment BEEEMBARD
properties included in other income REMENFELM 5.8 3.6
Amortisation of leasehold BHEET
interests in land R (0.2) 0.3)
Depreciation of property and equipment ¥ % & R 51T E (18.8) (17.6)
Amortisation of intangible assets BHELEE
- Computer software (included in — BB (25
administrative expenses) HEEEERNA) (5.5) (5.4)
- Other intangible assets - HthEmREE
(included in direct cost and (BEEEERAR
operating expenses) KEBREN) (86.8) (90.9)
Net loss on disposal of equipment HEREERFE - (1.9)
Interest expenses MEBA (44.6) (52.8)
Share of taxation of associates FriGE & A RIIE (84.7) (19.4)
Share of taxation of a jointly BT Al R4
controlled entity RAGIA (0.4) -
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>

PROFIT BEFORE TAXATION 6. BRADGRF (A&
(CONTINUED)
Six months ended
NEALEZE
30.6.2010 30.6.2009
HKS$ Million HKS Million
BEET BEET
Analysis of other expenses: HihBR 2D
Impairment loss BEEE
— Intangible assets -\ EE (1.0) (11.0)
— Interest in associates — B N R - (2.6)
~ Amounts due from associates — B N RIRER (0.3) -
— Loans and advances to —FABBER
consumer finance customers B RER (137.3) (306.1)
—Trade and other receivables — B R A AR (4.1) (12.5)
Trade and other receivables s s e &
written off H i E YR (4.7) (3.5)
Net exchange loss bE 5 & 1R ¥ 58 (17.6) -
(165.0) (335.7)
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7. TAXATION 7. BiE
Six months ended
AMEBRHEE
30.6.2010 30.6.2009

HK$ Million  HK$ Million
BEET HEABT

Current tax EHTIE
- Hong Kong — 58 119.8 85.3
- Other jurisdictions — B REE 10.7 29
130.5 88.2
Under provision in prior years REIEET R 0.3 0.2
130.8 88.4
Deferred tax IRAERIE
— Current period — ZNHj (0.8) 9.7
130.0 98.1
Hong Kong profits tax is calculated at the EATNEF TIRBHAAN G ERB
rate of 16.5% (2009: 16.5%) on the estimated s ) 1 B E16.5% (20094F : 16.5%)
assessable profits for both periods. Taxation HE o He A Ema i o BliR
arising in other jurisdictions is calculated on RBEIN G ERE G - IREEK
the estimated assessable profits for the period SEBEB AN ANIB TR X
at the rates of taxation prevailing in the =

countries in the relevant jurisdictions.
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8. DIVIDEND Iz 5
Six months ended
NEBHZEE
30.6.2010 30.6.2009
HKS$ Million HKS Million
BEBET BEET
Dividends recognised as distribution AN HA R #E R
during the period BOIREIIRE
- 2009 final dividend - 20095 REMR B
of HK16 cents FRE16781(L
(2008: HK5 cents) (2008% :
per share FhRSHENM) 280.3 87.8
- 2010 special dividend - 2010 FRIRR B
equivalent to BREE
HK201.3 cents 201.37%81l
(2009: Nil) per share (20094 : #) 3,527.0 -
3,807.3 87.8

The 2009 final dividend and 2010 special
dividend were satisfied by the distribution in
specie (Note 5).

Subsequent to the end of the reporting
period, the Board of Directors has declared
an interim dividend of HK10 cents per share
(2009: HK6 cents per share) with an aggregate
amount of HK$174.9 million (2009: HK$105.3
million). The interim dividend has been
calculated with reference to the number of
shares in issue at 25 August 2010. The interim
dividend will be paid in the form of scrip,
with the shareholders being given an option
to elect cash in respect of part or all of such
dividend.

20094 R HA % B K2010F £ 5 AR B
EAEBEWDIERA NI (H5Es) »

RBERR  EFESEMHIKEF H
f& B &R0 1l (20094 & fReiE
i) - # %8 £17498 8 7% JT (2009
F1053EBEBIT) c FHREEMN
20108 A2sHM B BITIRHEE M
FE - PHIRRE B URR B F R
% OREARIMAEIREIRE
U ER % o



EARNINGS PER SHARE

The calculation of basic and diluted earnings
per share attributable to the owners of the
Company is based on the following data:
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BREF

ARFRERANE 2 GIREAREH
BRI TERHY -

Six months ended

NEBZEER
30.6.2010 30.6.2009
HKS$ Million HKS Million
BEET BEET
Earnings R
Earnings for the purposes of basic ~ AT E &/
earnings per share and diluted ERBR R
earnings per share (profit for the BEEN 2 &F
period attributable to owners of (RRARBREEN
the Company) NEREF)) 492.1 507.2
Million Shares  Million Shares
BER EX-14
Number of Shares BRE
Weighted average number of Rt E SR
ordinary shares for the purposes HEARZEF K LB
of basic earnings per share N e Rk £
(after deducting shares held (BB RIIBE
for the SHK Employee Ownership 1 B B T2
Scheme) BiESEEL0lienD) 1,748.9 1,7185
Effect of dilutive potential ordinary — E7E #5E X BAREY
shares: 2
— Shares held for the SHK - IR EREE
Employee Ownership B masTEl
Scheme [iksE=:0lie%) 0.3 -
Weighted average number of R E SR
ordinary shares for the purposes of #4382 FI|#) X 5B IR
diluted earnings per share N 15 A% 21 1,749.2 1,718.5
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10. AVAILABLE-FOR-SALE

10. AMEHERSE

INVESTMENTS
30.6.2010 31.12.2009
HKS$ Million HKS Million
BEET BEBT
Listed equity investments issued by ~ FR{EEZEITH LT
corporate entities, at quoted price R E - HThiE
— Listed in Hong Kong —EBEELT 1.5 14
- Listed outside Hong Kong — EBBAINET 41.2 458
42.7 47.2
Unlisted equity investments issued BEEETH
by corporate entities JELTIRRIEIRE
- Hong Kong shares, at cost less — HERMD
impairment BIRERRE 0.4 0.4
- Overseas shares, at cost less —BINKAD
impairment B RERRE 167.4 172.0
— At fair value —BAF¥E 68.3 66.6
278.8 286.2
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11. TRADE AND OTHER 1. EERAEMwERER
RECEIVABLES
The following is an aged analysis of trade AT R RE M EW RN E B
and other receivables based on the invoice/ NBERHERHRBEBAEORRE
advanced date at the reporting date: DT

30.6.2010 31.12.2009
HK$ Million HKS Million
BEAET BEETT

Less than 31 days ENAEN 1,109.3 1,256.2
31 - 60 days 31 — 60K 16.3 12.9
61 - 90 days 61— 90K 6.1 11.6
Over 90 days 90K A E 134.6 286.0
1,266.3 1,566.7

Secured term loans, BEBEHER

margin loans BHBA K

and other receivables H b e UG BR 5,889.2 42111
Prepayments and current portion  JEN B R LA E it

of leasehold interests in land DR 59.7 37.0
Allowances for impairment B B (159.4) (159.6)

7,055.8 5,655.2
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12. FINANCIAL ASSETS AT FAIR

VALUE THROUGH PROFIT OR MBI REE
LOSS
30.6.2010 31.12.2009
HKS$ Million HKS Million
BEET BEETT
Held for trading investments, BIFEERE -
at fair value RATE
Equity securities listed in AR LR MR
Hong Kong, at quoted price FHE o RmE
— Issued by corporate entities — B ERT 130.4 216.6
— Issued by banks — RIRTTEAT 143.4 181.1
— Issued by public utility entities — AT 0.2 1.1
Equity securities listed outside eI - R AR i
Hong Kong, at quoted price FHE o RmE
— Issued by corporate entities — I ERET 65.0 1126
— Issued by banks — BRITET 2.8 23.7
Equity and currency OTC BINEBEZRER
derivatives BE¥OTETR 0.1 -
Futures and options listed in EEBLTHEHE R
Hong Kong, at quoted price R - Em(E 4.3 5.1
Futures listed outside Hong Kong, — fE/890 FAUERE -
at quoted price RmE = 0.2
Unlisted Hong Kong options JE LB B 34.2 -
Unlisted overseas warrants FE_ETHIEINR AR IR
and options I HRE 1.3 42
Unlisted bonds, at quoted price ELEMES - mmE 6.6 6.6
Unlisted convertible bonds e EmAT R E S 21.0 206
Other held for trading investments  HAIFIEEERE 1.2 1.0
410.5 572.8
Equity securities in unlisted FLEHREESEN
investment funds, at fair value  REF% - AV E
— Issued by corporate entities — HRBIMEE
outside Hong Kong BT 97.3 104.8
507.8 677.6
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13. CASH AND CASH EQUIVALENTS 13. RE&RIBREZEEY

30.6.2010 31.12.2009
HK$ Million HKS Million
BHEATL BEATT

Bank balances and cash WITHETFRIA S 714.8 1,224.9
Fixed deposits with banks RITE AIFR 728.6 1133
Treasury bills B &5 % 7.8 7.8

1,451.2 1,346.0
The Group maintains trust and segregated SERFEBRBEITEEELEEBIE
accounts with licensed banks to hold clients’ P AREBREBITMIHER
deposits arising from normal business FEsEFER 201056 A30H » I
transactions. At 30 June 2010, trust and ABEERNTIEHRROESTELIB L
segregated accounts not dealt with in these Bk P #£5,01058 & #& T (20094 :
financial statements totalled HK$5,010.5 59658B&ABTT) ©

million (2009: HK$5,965.8 million).
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14. BANK AND OTHER 14. RITREMER
BORROWINGS

30.6.2010 31.12.2009
HK$ Million HKS Million
BEAET BEATT

Bank loans RITER
- Secured loans — BRER 467.0 270.0
— Unsecured loans — EIRE R 2,739.0 1,853.9
3,206.0 2,1239
- Secured instalment loans — BEAHEER 171.6 108.9
3,377.6 2,232.8
Secured bank overdrafts BEMIRITIBE 18.0 18.0
Total bank borrowings RITHBERR 3,395.6 2,250.8
Advance from non-controlling REFEERER
interests fBx 0.4 0.5
Other borrowings EHAbfE® 199.6 197.3
3,595.6 2,448.6
Analysed for AREER
reporting purposes as: FRYERI 4T
Current liabilities VEN=NE 3,421.9 2,093.0
Non-current liabilities JEnEaE 173.7 355.6

3,595.6 2,448.6




15.

16.
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TRADE AND OTHER PAYABLES 15. &R&E R HMWEAER

The ageing analysis of the trade and other e RAMENBEARESITOT
payables is as follows:

30.6.2010 31.12.2009
HK$ Million  HKS$ Million
BEET BHEBTT

Less than 31 days PR31X 1,236.7 1,280.9
31 - 60 days 31 — 60Xk 11.3 9.5
61 - 90 days 61 — 90K 13.8 7.2
Over 90 days 90K LA E 18.5 428
1,280.3 1,3404
Accruals and other payables &R R EMEMNER 188.0 2175
1,468.3 1,557.9
AMOUNTS DUE TO FELLOW 16. E%Bﬁ%@ﬁ&% SE/NET
SUBSIDIARIES AND A HOLDING EiR
COMPANY

30.6.2010 31.12.2009
HK$ Million HKS Million
BEAET BEATT

Short-term loans MEIER 1,564.9 1,564.7
Trade payables KN AR 2.7 42

1,567.6 1,568.9
The short-term loans included loans of EHERBERHEME55008 &8
HK$1,550.0 million drawn under a two-year THWER - ZIEME —HRRME
revolving loan facility of HK$1,750.0 million ANEIR2010F3 2B R FTEEAH
granted by a fellow subsidiary to the Group 175008 8B T MERBRERE R
on 2 March 2010. The loans drawn under the B RZEERDNEREMEBSE
facility carry interest at 2% above HIBOR per ERBBRITRAEFSN_EZF

annum. =
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17. SHARE CAPITAL 17. B
Number of shares Share capital
BROEE [
30.6.2010 31.12.2009 30.6.2010 31.12.2009
Million Million HK$ HKS
Shares Shares Million Million
BER HER ©HERBRT BS&8En
Ordinary shares of Lak ek
HK$0.2 each 0287
Authorised: EERA
Balance brought forward BEALR
and carried forward (0N 15,000.0 15,000.0 3,000.0 3,000.0
Issued and fully paid: BITRBERA:
Balance brought forward SEFE L 1,752.1 1,716.0 350.4 3432
Exercise of warrants 1TERREE - 50.0 - 100
Shares issued for E%MHX& SFTET
scrip dividends ol - 0.2 - -
Shares repurchased and (o] 5 2 51 88
cancelled 35 - (14.1) = (28)
Balance carried forward LFET 1,752.1 1,752.1 350.4 3504

During the period, the appointed trustee of
the SHK Employee Ownership Scheme (the
"EOQS") acquired 0.4 million shares of the
Company through purchases on The Stock
Exchange of Hong Kong Limited for the
awarded shares of the EOS. The total amount

paid to acquire the shares during the period
was HK$3.6 million, which has been deducted

from the owners’ equity.

FEEEEROEEE ([BRER
DEED) 2EZEZTAREERD
AENETFRORAHRNEBRE B
BaRZAARAREAN4RBR
ARARRG - BARG T 48%5
AI6ABET ERREEEFN

©
B
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18. COMMITMENTS 18. 7&IE
(a) Capital commitments (@) BEREIE
30.6.2010 31.12.2009
HKS$ Million HKS Million
BEET BEAT
Contracted for but not BENERT
provided in the financial P
statements TEH 3.8 0.9
(b) Commitments under operating (b) EEHERIE
leases
At the end of the reporting period, the REEB - SEBRIET ] BUH
Group had commitments for future g@ B4 BRAEMERMR
aggregate minimum lease payments ANEZRBMARKRRZ N
under non-cancellable operating leases EHESFHEARLNT -
related to its office premises and office
equipment which fall due as follows:
30.6.2010 31.12.2009
HKS$ Million HKS Million
BEET BEET
Within one year —FR 95.7 88.9
In the second to BREEE=
fifth years inclusive FRF 162.6 43.0
Over five years REE 169.9 -

428.2 1319
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19. CONTINGENT LIABILITIES

(a

19. HABE

At the end of the reporting period, the @ MRWER - SEEUTRE :
Group had guarantees as follows:
30.6.2010 31.12.2009
HK$ Million HKS Million
BEET BEET
Indemnities on banking HGT—EEERR
guarantees made available REEEHIED
to a clearing house and RITIRBATIE
regulatory body HHER 4.5 45
Other guarantees EMIRE 3.0 3.0
7.5 7.5

In 2001 an order was made by the
Hubei Province Higher People’s Court
in China (the "2001 Order") enforcing
a CIETAC award of 19 July 2000
(the “Award”) by which Sun Hung
Kai Securities Limited (“SHKS") was
required to pay USS$3 million to Chang
Zhou Power Development Company
Limited (the “JVC"), a mainland PRC
joint venture. SHKS had disposed of all
of its beneficial interest in the JVC to
SHKS' listed associate, Tian An China
Investments Company Limited (“Tian
An"), in 1998 and disposed of any and all
interest it might hold in the registered
capital of the JVC (the “Interest”) to
Long Prosperity Industrial Limited (“LPI")
in October 2001. Subsequent to those
disposals, SHKS registered interest in the
JVC in the amount of US$3 million was
frozen further to the 2001 Order. SHKS is
party to the following litigation relating
to the JVC:

20014 - REAIEE SR A
RIEBEH#2 (1200142 1)
38 &l ¥ 17 20007 A198 2
CIETACHI R ([#I5R]1) - Esfk
WEEII A BR AR ([FIBE
1) MAEAEERARERMES
ERARAR ([6ERQR]) X
M3E8BET - MIBEAFERE
1998 F HERELERFIZMA
BEnEasHE FHBRETSFZ
EHBERRRETPHEES
RAFE ([RE]) - k20014
108 IBEALFEHERE
ERAlZAMERRERE 2
FEREAAE#EZ ([HE=E]) 5
& Flong Prosperity Industrial
Limited ([LPI]) - REZE L E
% IREAMSFEEERRZ
AR (BEIEEET) &
2001 H) 23 — BB RE -
BEIHFTIATEREE QA
AR — T



19. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

U]

On 29 February 2008, a writ
of summons with general

indorsement of claim was issued
by Global Bridge Assets Limited
("GBA"), LPI and Walton Enterprises
Limited ("“WE") (the “2008 Writ")
in the High Court of Hong Kong
against SHKS ("HCA 317/2008"). In
the 2008 Writ,

(b)

GBA claims against SHKS for
damages for alleged breaches
of a guarantee, alleged
breaches of a collateral
contract, for an alleged
collateral warranty, and for
alleged negligent and/or
reckless and/or fraudulent
misrepresentation;

LPI claims against SHKS
damages for alleged
breaches of a contract dated
12 October 2001; and
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19. AREE (&

(b)

(%)

(i)

M2008F2H29H

Global Bridge Assets
Limited ([GBAL) ~ LPI&
Walton Enterprises Limited
(TWEL) 1R s 23 % 3%
HEBREER —MEBER
IR 2 a2k (12008
Fo MDD/ & %K
R = 5F 7A2008%F 5317
R1) o B2008F SR -

(a) GBARLH 2 —I1A
ERzZER =
HMER-—OMEA
# —IEEENE
rELEBERZ
%/ % @B &R
%/ s & HORF K
2 Z REBR MR
SRS AR

&

(b)  LPIE 78 3L 37 % &AL
%432 & H H 52001
F10ANE Z A H
MRE: &




88

Sun Hung Kai & Co. Limited

Interim Report 2010

19. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

(i) (continued)

(@

WE claims against SHKS for
the sum of USS$3 million
under a shareholders
agreement and/or pursuant
to the Award and damages
for alleged wrongful
breach of a shareholders
agreement. GBA, LPI and
WE also claim against SHKS
interest on any sums or
damages payable, costs,
and such other relief as
the Court may think fit.
The 2008 Writ was served
on SHKS on 29 May 2008.
It is being vigorously
defended. Among other
things, pursuant to a
2001 deed of waiver and
indemnification, LPI (being
the nominee of GBA)
waived and released SHKS
from any claims including
any claims relating to or
arising from the Interest,

19. AREE (F

) (#&)

=

WER & — B iR &
% &SR H
RAFBETHFR
[CEER-E= 3
MEBREERIE
R—IERERBEM
MHFBEALSFER
B {8 ° GBA ~ LPIX
WEDR [A) 7 % 2 iE
HEHRENZEM
SRENIBEBEREZ
ME - XU RE
TR ARG E M
(& ° 20084 < ik
M 2008%F5H29H
REIEELF -
ZLMRIEZR I
Bogd BE—
1920014 # % & 8
By P(EAE
GBAMIR B A) B #
T N 5 bR ¥ % B AE
HFEZIMER
PEREER A%

XA AR AR B A2



19. CONTINGENT LIABILITIES
(CONTINUED)

(b)  (continued)

(i) (continued)

@

(continued)

the JVC or any transaction
related thereto, covenanted
not to sue, and assumed
liability for and agreed to
indemnify SHKS from any
and all damages,
and expenses arising from
any claims by any entity or
party arising in connection
with the Interest, the JVC
or any transaction related
thereto. On 24 February
2010 the Court of Appeal
struck out the claims of GBA

losses

and LPI, and awarded costs
of the appeal and the strike
out application as against
GBA and LPI to SHKS.
While a provision has been
made for legal costs, the
Company does not consider
it presently appropriate to
make any other provision
with respect to HCA
317/2008.
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19. HAEE (&)

()

28 @A s
Mz EREBR &
It LPIE R T & 1E
HRREF - WARER
Higm - A2 RA
SEMBEERSAE
Az EREEs—
72 AR B R E
EZERREFBER
EEE - BARE
B kRERHE
HilFHEELLE
ERE -BALE
o 7201052 A24
H - EFFEESIR
GBAKLPIH) B 2 -
A () ¥ 8 GE A B
B EHFRERREN
08 B F S
GBAKLPIHY 5l & &
BoHREARAD
%%@%%Wﬁ%
#H WMARAR

EMITLEVE
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2008F FE317RFF A
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19. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

(ii)

On 20 December 2007, a writ
(the “Mainland Writ") was issued
by Cheung Lai Na SREHB (“Ms.
Cheung”) against Tian An and
SHKS and was accepted by a
mainland PRC court, #ibE EHE
MR RZER((2008) BUERESN
HIF EE85%), claiming the transfer
of a 28% shareholding in the JVC,
and RMB19,040,000 plus interest
thereon for the period from
January 1999 to the end of 2007,
together with related costs and
expenses. Judgment was awarded
by the mainland PRC court in Tian
An and SHKS' favour on 27 July
2009 which judgment is currently
being appealed against by Ms.
Cheung. While a provision has
been made for legal costs, the
Company does not consider it
presently appropriate to make any
other provision with respect to
this writ.

19. AAREE (F)

(b)

(%)

(i)

20075128208 © RE
M(RZEL]) ERXRE
MIFTBEIIAFEL 2 —18
SR TEASHK] I
B BUART 1L & 5%
e & A RER ((2008)
RERBEINFESHR) %
B AARBEREES
LN R Z28%IAE - A
R #19,040,0007T # [A] H
1999451 A #8 5 220074
K2 F S LA KRB E R K&
Y o A BIARL R 2009F
TA2TBHRARZ K%
A ST - KL IER
o ERF - RERZER -
RARRIE BEEBRE
HEE AR FRER
B NEE RIS ARED
A E A -



19. CONTINGENT LIABILITIES
(CONTINUED)

(b)

(continued)

(ifi)

On 4 June 2008, a writ of
summons was issued by Tian
An and SHKS in the High Court
of Hong Kong against Ms.
Cheung (the "HK Writ"), seeking
declarations that (a) Ms. Cheung
is not entitled to receive or
obtain the transfer of 28% or
any of the shareholding in the
JVC from Tian An and SHKS; (b)
Ms. Cheung is not entitled to
damages or compensation; (c)
Hong Kong is the proper and/
or the most convenient forum
to determine the issue of Ms.
Cheung’s entitlement to any
shareholding in the JVC; (d)
further and alternatively, that
Ms. Cheung’s claim against Tian
An and SHKS in respect of her
entitlement to the shareholding
in the JVC is scandalous, vexatious
and/or frivolous; and (e) damages,
interest and costs as well as
further or other relief (together
with related costs and expenses).
The HK Writ was not served on
Ms. Cheung and lapsed on 3 June
2009. A further writ of summons
was issued by Tian An and SHKS
in the High Court of Hong Kong
against Ms. Cheung on 4 June
2009 (the “2nd HK Writ") seeking
the same relief as the HK Writ.
The 2nd HK writ expired on 3
June 2010, and a further writ of
summons was issued by Tian An
and SHKS in the High Court of
Hong Kong against Ms. Cheung
on 4 June 2010. The Company
does not consider it presently
appropriate to make any provision
with respect to this action.
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19. AAREE (F)

(b)

(%)

(ii)

200856 A4H » K K
TEREIENE BT
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R TEBSH]K]) ASK
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k)

20. MATURITY PROFILE OF ASSETS 20. EEREERHOMN

AND LIABILITIES

ll

/

At 30 June 2010
R201056A30A
Within3 3 months 1year After
On demand months  tol1year  to5years 5 years Total

UEEBYX Z@AR =ERZ-5 -£Z1f LEH# ag
HK$ Million HKS$ Million  HKS Million  HKS Million  HK$ Million HK$ Million
BEET BEBT BERT  BERT  AEET  BEER

Assets BE
Loans and advances AR

to consumer finance ZFER

customers (before PEE

impairment) (KifEaN) 497.0 699.3 1,7743 1,987.2 190.8 5,148.6
Fixed deposits with banks 57T B/ 57 - 7286 - - = 728.6
Treasury bills Bl 5 - 78 - - - 78
Secured term loans BEABHET 1776 329.8 365.7 = = 873.1
Liabilities
Bank and other borrowings 1.0 3,048.9 361.6 173.7 - 3,595.2
Amounts due to

fellow subsidiaries - 1,562.1 28 - - 1,564.9
Bonds - - - 500.0 - 500.0
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20. MATURITY PROFILE OF ASSETS 20. EEREERHEON (&
AND LIABILITIES (CONTINUED)

At 31 December 2009

20095127318
Within3 3 months 1 year After
On demand months tolyear  t05years 5 years Total

MEBER  ZEAR ZEAE-F —-F21f fikaty Fek
HKS Million— HKS Million — HKS Million  HKS Million ~ HKS Million  HKS Million
BEAT ABEAT BEET  BEAT BB BEERL

Assets BE
Loans and advances AANB

to consumer finance XFEH

customers (before PEL

impairment) (RHBEH) 5367 6782 15469 19234 1994 48846
Fixed deposits with banks SR/ 87557 - 133 - - - 1133
Treasury bills 8% - 78 - _ _ 78
Secured term loans BHAGHER 2607 1284 2106 - - 599.7
Liabilities af
Bank and other borrowings  $R4T R E M EF 110 4106 16710 3555 - 24481
Amounts due to RAZHB

fellow subsidiaries NEER - 15500 147 - - 15647
Bonds &% - - - 5000 - 5000
The above tables list out the assets and FRINEEEBEOIPENEEL
liabilities based on the contractual maturity. aE BRmMAEENEES A

Overdue assets are reported as on demand. RN o
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21.

FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial services
business 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
(including equity risk, interest rate risk and
foreign exchange risk), credit risk and liquidity
risk. The Group’s risk management objective is
to enhance shareholders’ value while retaining
exposure within acceptable thresholds.

The Group’s risk management governance
structure is designed to cover all business
activities and to ensure all relevant risk classes
are properly managed and controlled. The
Group has adopted a sound risk management
organisational structure equipped with
comprehensive policies and procedures which
are reviewed regularly and enhanced when
necessary in response to changes in markets,
the Group’s operating environment and
business strategies. The Group's independent
control divisions, namely Internal Audit and
Compliance, play an important role in the
provision of assurance to the Board and
senior management that a sound internal risk
mechanism is implemented, maintained and
adhered to.

21.

TREREE

ERRBITEAGFERAR  Fit
RV —fAx=mRAREEE 2
EEEEMAIOMBOE - B9
7o REREREBEREEXBIER
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ZcpREREET SRR (RERA
R - FIREBRMINERR) EE
REiESEERR - SENERER
B2 AR K E YRR ESR
EXREAZES  RARBNRES
BIR(EE -

SENERECRBELERERE
BB XES - URRMEAH
RRER D7 EEEREE - £E
Ray—EzZ=aREBEEABR
B YEHFTTENRELET
HAEBBEMZFETEHmE
THEEZFERRETS  SEOK
ERAUEBRBEPMAETE
Al SEER B EERM - BRK
EHRER-BAEENBE EE
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1. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(a) Market Risk

(i)

Equity Risk

There are many asset classes
available for investment in the
marketplace. The Group’s key
business undertaking is investing
in equity. Market risk arising from
any equity investments is driven
by the daily fluctuations in market
prices or fair values. The ability
to mitigate such risk depends on
the availability of any hedging
instruments and the diversification
level of the investment portfolios
undertaken by the Group. More
importantly, the knowledge and
experience of the trading staff
managing the risk is also vital to
ensure exposure is being properly
hedged and rebalanced in the
most timely manner. Trading
activities, including market-
making and proprietary trading,
across the Group are subject
to limits approved by the Risk
Management Committee ("RMC").
Valuation of these instruments
is measured on both a “mark-to-
market” and “mark-to-fair” basis
depending on whether they
are listed or unlisted. Value at
Risk (“VaR") and stress tests are
employed in the assessment of
risk. Meanwhile other non-VaR
limits such as “maximum loss” and
"position” limits are also set out to
restrict excess risk undertakings.
VaR and stress tests are
approaches which are widely used
in the financial industry as tools
to quantify risk by combining the
size of a position and the extent
of a potential market movement
into a potential financial impact.
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21. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Market Risk (Continued)

(i)

(ii)

Equity Risk (Continued)

The Group’s market-making and
proprietary trading positions
and their financial performance
are reported daily to senior
management for review. Internal
Audit also performs sanity checks
to ensure there is adequate
compliance in accordance with
the established market risk limits
and guidelines.

Interest Rate Risk

Interest rate risk results mainly
from timing differences in the
re-pricing of interest bearing
assets, liabilities and commitments.
It is also considered as the
opportunity cost of holding
interest bearing assets and
commitments while benchmark
interest rates of similar assets and
commitments are rising.

The Group’s interest rate risk
exposure arises predominantly
from margin financing, term
financing and other lending
activities. The Group possesses the
legal capacity to initiate recalls
efficiently which enables the
timely re-pricing of margin loans
to appropriate levels, in which
those particularly large sensitive
positions can readily be identified.
Interest rates paid by the Group
are managed with the objective
of maximising spreads to ensure
consistency with liquidity and
funding obligations.

21. LA

(a)

nEE (&)

TSR (&

(i)

(ii)
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21. FINANCIAL RISK MANAGEMENT 21. €RiEMREE (&)

(CONTINUED)

(a) Market Risk (Continued) (a) MmiZEpE (&

(iii) S EE 7 Bz

(iii) Foreign Exchange Risk

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

The Group's foreign exchange
risk primarily arises from currency
exposures originating from its
leveraged foreign exchange
business and purchases of foreign
securities on behalf of clients.
Foreign exchange risk is managed
and monitored by the respective
businesses in accordance with the
limits approved by the Board and
RMC. In relation to the Group's
leveraged foreign exchange
activity, its position is that of a
market-maker. Hence risk arises
from the open currency positions
which are subject to management
approved limits and are monitored
and reported daily. The other
source of foreign exchange risk
is contributed by clients’ inability
to meet margin calls following
a period of substantial currency
turbulence.
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1. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(b)

Credit Risk

Credit risk arises from the failure of
a customer or counterparty to meet
settlement obligations. As long as the
Group lends, trades and deals with
third parties, there will be credit risk
exposure.

The Group’s credit policy, governed
by the Credit Committee (“CredCo”),
sets out the credit approval processes
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.

Day-to-day credit management is
performed by the Credit Division with
reference to the aforementioned criteria
including creditworthiness, type and
amount of collateral pledged, and risk
concentration of the counterparties.
Decisions are made daily by the Credit
Division and are reported to and
reviewed by the Executive Directors,
senior management and CredCo at its
regular meetings.
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21. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(0)

Liquidity Risk

The goal of liquidity management is to
enable the Group, even under adverse
market conditions, to actively manage
and match funds inflow against all
maturing repayment obligations to
achieve maximum harmony on cash
flow management.

The Group manages its liquidity position
to ensure a prudent and adequate
liquidity ratio, in strict compliance
with statutory requirements. This is
achieved by a transparent and collective
monitoring approach across the Group
involving Executive Directors, the
Director of Banking & Treasury, the Chief
Financial Officer and other relevant
senior managers on a daily basis to
ensure the availability of sufficient liquid
funds to meet all obligations while in
compliance with statutory requirements
such as the Financial Resources Rules
("FRR").
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21. TRREREE (F)
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22. EVENT AFTER THE REPORTING 22. RIEH®B2EE

PERIOD

On 13 July 2010, the Company issued
mandatory convertible notes (“MCN”) in an
aggregate principal amount of HK$1,708.0
million and warrants in an aggregate face
value of HK$427.0 million.

The MCN bear interest of 2% per annum
payable semi-annually and will mature on 13
July 2013 (the “Maturity Date”). The holders of
the MCN have the right to convert their MCN
into shares of the Company at a conversion
price of HK$5.0 per share at any time during
the issue date to the Maturity Date. Any
outstanding MCN at the Maturity Date
will automatically convert to shares of the
Company.

The holders of the warrants have the right to
subscribe for the shares of the Company by
paying a subscription price of HK$6.25 per
share at any time during the issue date to the
Maturity Date.

Details regarding the principal terms and
conditions of the MCN and warrants are
contained in the circular of the Company
dated 24 May 2010.

R2010F7 8138 * AR AEIEITASE
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