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Condensed Consolidated Income Statement

for the six months ended 30th June, 2010

HE_F—
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The board of directors (“Board”) of Allied Properties (H.K.)
Limited (“Company”) is pleased to announce that the unaudited
consolidated results of the Company and its subsidiaries
(“Group”) for the six months ended 30th June, 2010 with the
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comparative figures for the corresponding period in 2009 are as  HLHEEUF T -
follows:
Six months ended 30th June,
BZEARAA=t+HLEAXEA
2010 2009
Unaudited Unaudited
—E-2F ZER N
RIBER PN £:97
Notes HK$ Million HK$ Million
R BEET HEHTT
Revenue A 3 2,218.2 2,170.9
Other income At A 57.0 15.4
Total income Al A 2,275.2 2,186.3
Cost of sales and other direct costs B AR B HoAh B 4 AR (316.2) (310.8)
Brokerage and commission expenses  £% 40 % K Al 4 % ] (103.3) (94.9)
Selling and marketing expenses S KT 3 e 2 T (36.9) (21.4)
Administrative expenses TEE (792.1) (727.9)
Discount on acquisition of additional i % — ] b & 2\ =1 &84 25
interest in a subsidiary i - 0.6
Profit on deemed acquisition of 25 WA o 2 ) R A MR A
additional interests in subsidiaries 2l A - 8.5
Loss on deemed disposal of partial 2 5 — [ B8 2 W) BT 45
interest in a subsidiary WEts 2 s tE - (31.7)
Loss on warrants of a listed — W] TR W R R R
associate pd 22| - 0.3)
Changes in values of properties YIEE (A H) 5 414.7 382.0
Bad and doubtful debts SRR (42.8) (264.4)
Other operating expenses HoAt 587 % (145.5) (150.5)
Finance costs Pl A 6 (36.2) (49.8)
Share of results of associates JRE Ak B 2 ) 2K 194.3 140.0
Share of results of jointly controlled — fE{4 L[R]3 i A 2
entities ES 28.6 75.9
Profit before taxation [t BT 365 ) 7 1,439.8 1,141.6
Taxation BiIH 8 (165.6) (142.9)
Profit for the period A T[] ) 1,274.2 998.7
Attributable to: JEAG Ty
Owners of the Company AN AR 883.2 750.9
Non-controlling interests P 391.0 247.8
1,274.2 998.7
Earnings per share: R - 9
Basic A 14.47 HK centsiBli  13.17 HK cents# Al
Diluted & 14.47 HK centsiBfll  13.17 HK centsi Al
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Condensed Consolidated Statement of
Comprehensive Income

for the six months ended 30th June, 2010

WE—E %
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FANA=FHIEAMEA

Six months ended 30th June,
BZEAA=THLAKEA

2010 2009
Unaudited Unaudited
—E-EF TEETNE
REEX ES &2
HK$ Million HK$ Million
BEBT A W TT
Profit for the period A 3 ] i ) 1,274.2 998.7
Other comprehensive income: HAb 2T A
Available-for-sale financial assets A < Rl
— Net fair value changes during — AR AR T (52 )
the period el 2.1 243
— Reclassification adjustment to profit — 7 S IR E BT 0
or loss on disposal o B 2 R i AR (0.4) (2.8)
— Deferred tax — AL I (0.4) (0.3)
2.9) 21.2
Exchange differences arising on P 5 S S5 AR IE T 2E A
translation of foreign operations Z W AR 12.0 1.7
Reclassification adjustment to profit T B JEE 2 ) T AR IR B 0 SRR
or loss on liquidation of subsidiaries ZHEEIR (6.7) -
Revaluation gain on properties transferred H4¥)2& ~ 7 M akfl
from property, plant and equipment to % E G
investment properties H A A 5.4 -
Share of other comprehensive (expenses)  JE {545 28 7] HoAth 2 i
income of associates (%) Wt (16.2) 15.0
Share of other comprehensive income — JE Al ] 428 il i~ 2E HoAth 2 1 e 25
(expenses) of jointly controlled entities (%) 0.9 (0.8)
Other comprehensive (expenses) income A< [ HoAh 2 1 (2 ) s -
for the period, net of tax e R (7.5) 37.1
Total comprehensive income for A0 [ A T A
the period HuEE 1,266.7 1,035.8
Attributable to: JEAG T
Owners of the Company AR AR 871.1 778.6
Non-controlling interests TR FE B A5 395.6 257.2
1,266.7 1,035.8
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Condensed Consolidated Statement of

Financial Position

L F =y

W 55 IR DL

at 30th June, 2010 N F—FERNA=1H
At At
30th June, 31st December,
2010 2009
Unaudited Audited
R-E—ZFF RELTIFE
ANA=t+H +-HA=+—H
RGEX RN
Notes  HK$ Million HK$ Million
M aE BEBT A &I
(Restated)
(FE51))
Non-current assets FRBEE
Investment properties BEY 11 4,548.3 4,203.7
Property, plant and equipment Wk ~ Fm Mkt 644.4 632.7
Prepaid land lease payments TS E 9.9 13.0
Goodwill PR 2,642.6 2,642.6
Intangible assets Y & 1,567.3 1,660.0
Interests in associates TR A A 2 HE A5 4,456.4 4,326.9
Interests in jointly controlled entities SR e ] b 2 2 M AR 1,186.0 1,043.2
Available-for-sale financial assets AT S A A 12 278.8 286.2
Statutory deposits B E 43.7 36.0
Amounts due from associates = /NI /¢ 56.1 56.1
Loans and advances to consumer — RN FNABE S
finance customers due after one year BRI R 1,951.0 1,870.2
Prepaid deposits for acquisition of W EDIE - R K
property, plant and equipment S 2 TN R K
and other receivables A R Wi K T 53.4 -
Deferred tax assets PR AL AL JE 92.5 100.5
17,530.4 16,871.1
Current assets REEE
Properties held for sale and FriEYE K
other inventories HAbF & 426.8 374.5
Financial assets at fair value through B IE R IR A P AR I
profit or loss 45l 13 576.1 741.0
Prepaid land lease payments TS AE 0.4 0.4
Loans and advances to consumer —AE NN 2 FA N BAES
finance customers due HE A&
within one year K 2,715.6 2,456.2
Trade and other receivables B oy J Ho A B IA 14 7,282.6 5,868.3
Amounts due from associates Hghng n m R GK 341.2 67.3
Amount due from a jointly — [ kR #E
controlled entity AER K 2.0 3.9
Tax recoverable AT [ B T 2.1 5.9
Short-term pledged bank deposits FLEASRATHEA A 3K 110.5 137.6
Cash and cash equivalents B4a R &5 EY 15 1,855.3 1,686.8
13,312.6 11,341.9

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB)ARLE

Interim Report 2010
e Sl S LIRSS



Condensed Consolidated Statement of
Financial Position (Cont’d)

87 B &5 5 B B5 IR Pl 2 (4

at 30th June, 2010 R EF-FFENA=TH
At At
30th June, 31st December,
2010 2009
Unaudited Audited
R-ZB-BF ROFTHIEF
AA=+A FoA=1—H
KREER REHL
Notes  HK$ Million HK$ Million
BEE BEET LS Yo
(Restated)
(#41)
Current liabilities REBAEE
Trade and other payables & 7 T HoAth A A 16 1,689.5 1,783.2
Financial liabilities at fair value 75 48 2 HRAR A FE
through profit or loss JiE R 2 <5l AR 8.6 36.1
Amount due to a holding company R — R I w0 18.6 16.5
Amounts due to fellow subsidiaries UNGE ] 7AEIEe 1,557.7 1,560.2
Amounts due to associates KB ) FOH 14.3 13.7
Amounts due to jointly controlled IR S R E
entities B EIH 75.7 0.3
Tax payable JREAS BT 154.4 78.7
Bank and other borrowings due —AEREIH 2 AT
within one year HAtb £ 17 4,617.1 3,098.7
Provisions Ec ] 64.1 26.2
Dividend payable JREATBE 91.3 -
8,291.3 6,613.6
Net current assets REEEFE 5,021.3 4,728.3
Total assets less current liabilities BEERRBER 22,551.7 21,599.4
Capital and reserves IRA R
Share capital i 18 1,390.6 1,217.8
Share premium and reserves B3 Vi AT e fett A 13,642.4 11,423.5
Equity attributable to owners ARFRREG
of the Company = 15,033.0 12,641.3
Shares held for employee ownership  BEER G EEE
scheme BEER®G (23.7) (28.0)
Employee share-based compensation ~ LIR#B X 2ZEE
reserve [ A 9.2 9.9
Non-controlling interests ey 5,430.0 6,732.5
Total equity SR 20,448.5 19,355.7
Non-current liabilities FRBEE
Bank and other borrowings due —AER F 2 8RAT I
after one year HoAth £ 17 972.9 1,141.6
Bonds (G& 500.0 500.0
Deferred tax liabilities IEIEBLIH A R 611.7 589.8
Provisions Ecdin) 18.6 12.3
2,103.2 2,243.7
22,551.7 21,599.4
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Condensed Consolidated Statement of fai A SR A A W 32
Changes in Equity

for the six months ended 30th June, 2010 BEE-EENA=ZTHIEAMA
Atributable to owners of the Company
KLARRES
Sharesheld ~ Employee
for employee  share-based
Property  Investment Capital ownership  compensation Non-
revaluation  revluation  redemption scheme reserve  controlling
Share Share resenve reserve reserve Transation Capitl  Accumulated  Dividend AEARE  UBEXN  interess Totel
apil  premium % R& o8 resenve reserve profts resenve Toul  iE k8 #ER equity
Bk BEEE  ERBE  EMBE  WERE  ENBE  RABE TR RIEE & HERH  MeER B ER4E
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS

Million Million Million Million Million Million Million Million Million Million Million Million Million Million
BEER [ £ BEER BEER [ £ EEER BEER [ 5 BEET BEER BEER [ £ BEER BEER

AtTst January, 2009 REFENE-A-H 11303 13 569 3428 72 1210 (11.7) 748392 - 102920 (326) 100 6,039 16,3092
Proitfor the period A - - - - - - - 7509 - 7509 - - u7B 997
Other comprehensive income for AENEEAR

the perod Ik - - - 144 - 133 - - - w7 - - 9 31
Total comprehensive income for AHREELE

the period A% - - - 144 - 133 - 7509 - 7786 - - 2572 10358
Bxrcis ofwarrants ikt 675 3499 - - - - - - - 74 - - - 474
Deemed disposal of partal interets in BELERELA

subsidaries il I - - - - - - - - - - - - I 3039
Decrease in non-controlling interests FERERRR

dueto further acquisiton ofshares of —FWELARR

asubsidiary [i1:%2 - - - - - - - - - - - - 23 23
Decrease in non-contollng inerests FERESHIE

dueto repurchase ofshares by LR

subsidiares fisd - - - - - - - - - - - - 506) (50.6)
Purchase of shares for employee BRARR R

ownership scheme RS - - - - - - - - - - (24) - - 24)
Recognition ofequity-setled ADERSHL

share-based paymens Tfpfiz - - - - - - - - - - - 58 - 58
Vesting ofshares of employee LG

ownership scheme RitsE - - - - - - - - - - 74 74 - -
Dividend distrbution to HETHER

non-coniroling inferests EaZRE - - - - - - - - - - - - (1262) (1262)
At30th June, 2009 REFEAFAA=TH 1178 10912 369 3572 711 1343 (11.7) 8,590.1 - 11,5080 (276) 84 64418 179306
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Condensed Consolidated Statement of

Changes in Equity (Cont'd)

a7 B B 5 A

5 320 22n

2 i 28

3 (&)

for the six months ended 30th June, 2010 HE-E-FFENA=ZTHIEAMEA
Attributable to owners of the Company
KLRRREE
Sharesheld ~ Employee
for employee  share-based
Property  Investment Capital ownership  compensation Non-
revaluation  revaluation  redemption scheme reserve  controlling
Share Share reserve resenve reserve Transation Gl Acumulated — Dividend AEARE  UBEXN  interess Totel
apil  premium g R& -8 reserve reserve profts resenve Tl  EEH k8 FER equity
Brx  BOER  EfBE  EGER  WERR  EXER  EAER RN BE@R & FERG  HERR & REEE
HK$ HK$ HKS$ HEKS$ HK$ HKS$ HKS HK$ HK$ HKS HEKS$ HK$ HKS$ HKS
Million Million Million Million Million Million Million Million Million Million Million Million Million Million
BERT  EEEn  BEET  FEEMT  BEER EEMR  EEEn BEMT  EEM BEET EEMT BEEL EEMR EEER
At st fanuary, 2010 REF-%5-A-1 12178 1,091.2 569 387.2 722 1378 (11.6) 9,598.5 913 12,6413 (28.0) 99 67325 19,35.7
Proit for the period RHREA - - - - - - - 883.2 - 863.2 - - 3910 12742
Other comprehensive income for AENELER
the period lles - - 34 (129) - (34 0.1 07 - (121) - - 46 75)
Total comprehensive income for AHHER
the period k] - - 34 (129 - 34 0.1 8839 - 8711 - - 395.6 1,266.7
Shares issued to non-controling EfikhT-H
shareholders of a sted subsidiary HEATLHER
Note19) B (k0] ms 1618 . . - . N . R - - o1
Adjustment arising upon acqistion of ~MEERELA
interest n an associate by -FF2EHEAT
awholly-owned subsidiary from - TES AR
anon wholly-owned subsiciary HERELz A
(Note 19) (H9) - - - - - - - 1773 - 1773 - - (177.3) -
Transfer to dividend payable RTEHRE - - - - - - - - 913) 01.3) - - - 913)
Purchase of shares for employee BRARR RS
ownership scheme BARD - - - - - - - - - - (3.6) - - (3.6)
Recogniton of equity-ettled ANERSTL
share-based payments b - - - - - - - - - - - 72 - 7
Vesting of shares of employee [ER R
ownership scheme T - - - - - - - - - - 79 79 - -
Dividend distrbution to ARTEERER
non-controlling interests ZRE - - - - - - - - - - - - (1,520.8) (1,5208)
A3 rg 201 LY ] 03 3 n A0y 107 - BB 92 5E0 45
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Condensed Consolidated Statement of

Cash Flows

for the six months ended 30th June, 2010

TR G Bl ein ik

BWEE-TEANA =+ HIEAMEA

Six months ended 30th June,
BEAA=THLAKEA

2010 2009
Unaudited Unaudited
—E-2F “ETNE
RIEER ES &2
Note  HK$ Million HK$ Million
B BEBT A E#HETT
Operating activities ReEXEWY
Cash used in operations KB P Bl 4
— Increase in trade and — &5 R H AN
other receivables IERE N (1,393.0) (2,446.5)
— Other operating cash flows — HAb R S Bl G E 672.1 102.3
(720.9) (2,344.2)
Interest paid 2R (38.2) (69.8)
Taxation paid [ERRE R (54.5) (47.3)
Net cash used in operating activities = EEEKFFARSER (813.6) (2,461.3)
Investing activities REEK
Dividends received from associates A H BN T 2 S 41.6 18.8
Decrease in pledged bank deposits E AR T A7 L 27.2 15.0
Amount advanced from a jointly — IR
controlled entity K 22.1 -
Proceeds on disposal of HE G TG
an investment property IH 22.1 -
Proceeds on disposal of B AT S <l A
available-for-sale financial assets RGEe 5.4 8.7
Amount repaid by a jointly — [ L[] 442 i 4 2
controlled entity TN 4.2 3.7
Amounts repaid by associates B~ m AR K 0.5
Disposal of subsidiaries B g 4 ) - 0.2
Proceeds on disposal of property, HEYIE - WS Bt
plant and equipment B A OE - 0.1
Amount advanced to an associate R T— [ B N 7 (258.2) -
Disposal of 49% ownership interest in 8 — [ i i /A 7] 2
a subsidiary 49% A HERE £ 4 (95.2) -
Purchase of property, plant WEAWZE ~ g7 B
and equipment B (27.1) (18.7)
Liquidation of subsidiaries R > F )T (11.8) -
Additions to intangible assets 7B Y g (8.9) (46.6)
Net payment of statutory deposits TR B H S TR 7.7) (0.5)
Amount advanced to a jointly BT — [ S E] 2
controlled entity 2 (2.3) (2.0
Additions to investment properties NEREWE 0.7) (2.0)
Acquisition of jointly controlled entities i i [m] #2¢ il > 2 - (53.9)
Purchase of available-for-sale S R B
financial assets I - (2.7)
Net cash used in investing activities REXKMARS TR (289.3) (79.4)

ALLIED PROPERTIES (H.K.) LIMITED
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Condensed Consolidated Statement of

Cash Flows (Cont'd)

for the six months ended 30th June, 2010

A
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FANA=FHIEAMEA

Six months ended 30th June,
BZEAA=THLAKEA

2010 2009
Unaudited Unaudited
—E-EF TEETNE
REEX RIEE
HK$ Million HK$ Million
BEBT A W TT
Financing activities & ¥
New bank loans raised ZEAE AT s R T B 1,668.5 2,135.6
Amounts advanced by associates R /NIEIE % 0.2 0.2
Net proceeds received from issue BATAL A Ay A
of shares of the Company HIH TR - 437.3
Net proceeds received from issue — [T B 2 ] B AT A T A+
of shares by a subsidiary AOH T - 294.1
Amount advanced by a jointly — [k m] #E i 1 2
controlled entity B - 15.0
Repayment of bonds B - (400.0)
Repayment of bank loans TR SRAT B3 (316.2) (186.6)
Dividends and repayments by W Jg 2 i i) 2 RO A
subsidiaries to non-controlling fE 2 B2 K
interests PRI (86.2) (126.2)
Purchase of shares for employee MM E A A 2 R BB HEE
ownership scheme of a subsidiary G LNl (3.6) (2.4)
Acquisition of additional interest WA fle— ] o o )
in a subsidiary HIME R - (1.7)
Amounts paid for shares repurchased [ & 2~ &l [5] 473 T 32 £+F
by subsidiaries A - (42.1)
Net cash from financing activities BMEXEMERSEE 1,262.7 2,123.2
Net increase (decrease) in cash and ReERRESEEYEM
cash equivalents CH2) 38 159.8 (417.5)
Effect of foreign exchange rate changes [EZxR% 52§ & 8.7 (0.3)
Cash and cash equivalents at the HIZRERREE
beginning of the period B9 1,668.8 2,036.3
Cash and cash equivalents at theend HXRZHRERES
of the period £EY 1,837.3 1,618.5
Cash and cash equivalents at the end HAZHERES
of the period, represented by: EEWIE -
Cash and cash equivalents B4a M5 EY 1,855.3 1,634.0
Bank overdrafts SATIBE L (18.0) (15.5)
1,837.3 1,618.5

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements

for the six months ended 30th June, 2010

Ty WH %t 5 B 255 e e B e

BWEE-TEANA =+ HIEAMEA

1.

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 (“Listing Rules”) and with
the Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A number of new or revised Standards and Interpretations
are effective for the financial year beginning on 1st
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 31st December, 2009.

HKAS 27 (revised 2008) Consolidated and Separate
Financial Statements

HKAS 27 (revised 2008) has resulted in changes in the
Group’s accounting policies regarding increases or
decreases in ownership interests in subsidiaries of the
Company. In prior years, increases in interests in existing
subsidiaries of the Company were treated in the same
manner as the acquisition of subsidiaries, with goodwill
or a bargain purchase gain being recognised, where
appropriate. The impact of decreases in interests in
subsidiaries of the Company that did not involve loss of
control was recognised in profit or loss. Under HKAS 27
(revised 2008), all increases or decreases in interests in
subsidiaries that do not result in gaining or losing control
of the subsidiaries are accounted for as equity transactions,
with no impact on profit or loss.

During the period, a wholly-owned subsidiary of the
Company acquired an associate from Sun Hung Kai &
Co. Limited (“SHK”), a non wholly-owned subsidiary of
the Company. Accordingly, the effective interest in the
associate held by the Group increased. A difference of
HK$177.3 million between the consideration and the
increase in effective interest in the associate attributable
to the Group, by which the non-controlling interests are
adjusted, was recognised directly in equity attributable to
owners of the Company (Note 19).

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

Amendment to HKAS 17 Leases

As part of Improvements to HKFRSs issued in 2009 by
HKICPA, 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
land lease payments in the consolidated statement of
financial position. The amendment has removed such a
requirement.

In accordance with the transitional provisions of HKAS
17, the Group reassessed the classification of unexpired
leasehold land as at 1st 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 “prepaid land lease payments”
to “property, plant and equipment” retrospectively. The
adjustments in respect of the comparative figures are as
follows:

2.

FTEETHRMEE)

BEASMEAE17REEZBTE

VER A & sl A 8 — T FJUEH
ZEEIB AL 2 o — ) &
W EHEIIEE 75RO AF A B A )
MZAERT « A s & at e 81 7 SR AT
Al > ASSE I - A B 0 U AU A B I
TEAR A WPBE IR DL R A 9 2 THAIOIA - 2248
] EAE M R A B 2K

RIEE W a s QS 75 | PR - A
A5 B AR B B B R A 2 DR E BT AT A
R T~ — R EW < E L
WY - FRERERE B E Ll
[ FEAOBAE | HB S W36 - s M s
i ] > BEBWI o A B BT 2
BT

At At
31st December, 31st December,
2009 2009
R EFIAE R EEIUE
+ZA=+—H +oHA=1+—H
Originally
stated Adjustments Restated
JRSE 25 kS #HY
HK$ Million HK$ Million HK$ Million
1 H T A H#ETT A H#ETT
Property, plant and equipment — #13 ~ WUE Mk 304.9 327.8 632.7
Prepaid land lease payments TEAH
- non-current — JE R 335.2 (322.2) 13.0
Prepaid land lease payments TABAE
- current — R4 6.0 (5.6) 0.4
646.1 — 646.1

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ARLE

Interim Report 2010
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2010
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3. SEGMENTAL INFORMATION 3.

The following is an analysis of the Group’s revenue and
results by operating segments:

7 HPE R
RS SEEiS < gins DA ONES Vi

wr

Six months ended 30th June, 2010
B2-Z-ZFXA=tHLAEA

Property
rental, hotel Sale of
operations  properties
and and property
Investment, management hased
broking services  investments
and finance ~ Consumer NERE. HEVER
RE -84 finance  Healthcare EE¥KR HNEEH Total
kER  BARE R EERE ZRE e
HK$ Million ~ HK$ Million ~ HK$ Million  HK$ Million  HK$ Million  HK$ Million
AEEn HBREnT HEET AREER  BEERT  BEER
Segment revenue A 735.8 787.7 567.0 153.2 - 2,243.7
Less: inter-segment revenue iR Pl ON 6.2) - - (19.3) - (25.5)
Segment revenue from external HAINIEF
customers ZAHIA 729.6 787.7 567.0 133.9 - 2,218.2
Segment results IER 335.2 402.6 235 4427 49.1 1,253.1
Finance costs REHA (36.2)
Share of results of associates Al e YNEES 194.3
Share of results of jointly RN LRI
controlled entities S 29 - - 25.7 - 28.6
Profit before taxation B i 1 1439.8
Taxation BiE (165.6)
Profit for the period AR A 1,274.2

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB)ARLE
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Notes to the Condensed Consolidated

Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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3. SEGMENTAL INFORMATION (CONT’D)

3. 2HERE)

Six months ended 30th June, 2009
BEZELNEAAZTAEAEA

Property
rental, hotel Sale of
operations  properties
and  and property
Investment, management based
broking services  investments
and finance  Consumer VEIN-E g
#% - 88 finance  Healthcare — EEEH  Ri4% Total
&1 N fRE RERRE  HEZE A
HKS$ Million  HK$ Million  HK$ Million  HKS$ Million  HK$ Million  HKS Million
HEIBL HEBL HEBL HEIBL AEIBL HEBL
Segment revenue ARIA 789.7 737.1 540.4 120.7 - 2,187.9
Less: inter-segment revenue R PO (13.7) - - (3.3) - (17.0)
Segment revenue from external FHIMNBER 205
customers A 776.0 737.1 540.4 1174 - 2,170.9
Segment results VIS 377.7 144.6 30.0 431.0 15.1 998.4
Discount on acquisition of 5 — i B )
additional interest in a subsidiary ~ HEAMES 2 {7k 0.6
Profit on deemed acquisition of BB E
additional interests in ANFIEIMER
subsidiaries il 8.5
Loss on deemed disposal of Ay — W
partial interest in a subsidiary Al R (31.7)
Loss on warrants of a listed — [ i A
associate i rovd G (0.3)
Finance costs &R (49.8)
Share of results of associates 3 F NS 140.0
Share of results of jointly JE A 3[R £
controlled entities bEES 03 - - 75.6 - 75.9
Profit before taxation BB R A 1,141.6
Taxation FiE (142.9)
Profit for the period AR %87

Inter-segment transactions have been entered into on terms

agreed by the parties concerned.

A

BaewE(FHE)

ALLIED PROPERTIES (H.K.) LIMITED
ER LA

T -

Gy ERIHIZE 5y V95 Bl w1 407 B e 2 Rk
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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4.

DISPOSAL OF 49% OWNERSHIP INTEREST IN 4., HE—REHEB AT Z49%EEEER
A SUBSIDIARY
In April 2010, SHK disposed of 49% ownership interest AT R —FAEPYH s e s A
in its wholly-owned subsidiary engaging in leveraged HRINEAS 5 EH 2 2 EW B A F 2 49%
foreign exchange trading business. The control of the VEGRERESS o WRIEFH BB s > MBS
subsidiary after the disposal is shared by SHK and the H 2 P RE A A% e 3 N A i R
other shareholder according to the relevant shareholders’ S o A B A R Z AR B RS B
agreement. As a result, the retained interest in the SLE e o HENEIREETEWT
subsidiary is classified as a jointly controlled entity. The
gain of the disposal is calculated as follows:
HK$ Million
T EHETT
Net assets disposed of: HE T IR TH R EE
Cash and cash equivalents Bl N Bl S5 EY) 95.2
Trade and other receivables B 5y K oAt B K I 5.4
Amount due from the Group AEE R R 53.5
Trade and other payables 5 5 I oA E AT K I (0.2)
Tax payable AT B IE (2.2)
151.7
Consideration receivable EMAAE (66.1)
Retained interest in a jointly controlled entity — [ L[] 2 ) A 2 2 R R 4 (114.9)
Gain on disposal of 49% ownership interest in B — TR 2 W 2 49% A HE
a subsidiary HEdE 2 it (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.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB)ARLE

— o] 2 ] ) £ 2 2 R 8 M £ 60355 I B
o] 2 MR T RE A RE 25 75.0 E Bk T o
R 95 HH B B R T ik 2 AR K > A RS H O
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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5. CHANGES IN VALUES OF PROPERTIES

5. MIXEEZD

Six months ended 30th June,
BEAA=THLEAEA

2010 2009
—E-BF TEENE
HK$ Million HK$ Million
BEET T E# T
Changes in values of properties comprise: ¥4 (E (H 2 B 017
Net increase in fair value of investment BEY L A TEE
properties IR 366.0 366.8
Impairment loss reversed for properties E R B
held for sale IERIEL 235! 51.5 17.6
Impairment loss recognised for hotel RS R )2
property HAEE R (2.8) (2.4)
414.7 382.0
6. FINANCE COSTS 6. BERA

Six months ended 30th June,
BEASA=TRHLEXEAR

2010 2009
—ZT-EfF CEEIF
HK$ Million HK$ Million
BHEBT BT

Total finance costs included in: FEAFAIIE B N 2 BlE i AS 405
Cost of sales and other direct costs S BUAS R oA A A 19.8 21.9
Finance costs Pl A 36.2 49.8
56.0 71.7

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ARLE
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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7.  PROFIT BEFORE TAXATION

7. BREBLATER

Six months ended 30th June,

BEAA=TRHILAEAR

2010 2009
—E-BF “ETNE
HK$ Million HKS$ Million
HEHET A E T
Profit before taxation has been arrived at W i 0 1 2 4TS -
after charging:
Amortisation of intangible assets LAY e 100.6 104.6
Amortisation of prepaid land lease payments Tt i 14 4 0.2 0.3
Depreciation Pres 32.7 31.7
Impairment loss for amounts due from G YNCI v
associates EREEN it 0.3 -
Impairment loss for intangible assets TV e W e s 1 1.0 11.0
Impairment loss for interests in associates TR v 4 2 (B 1R - 2.6
Net loss on disposal of property, plant HEWE - R Kk
and equipment Z AR - 2.1
Net realised and unrealised loss on financial &8 45 MR A P8 (E R
assets at fair value through profit or GRE R B R
loss — securities (included in revenue) R A — i 5 (GEAUA) 68.6 -
Net realised and unrealised loss on unlisted ~ JF F i &4 B &5 &
investment funds (included in revenue) RSB (FEAA) 8.8 -
Net unrealised loss on Lehman Brothers W N P )
Minibonds (included in revenue) R R (FHAA) - 4.7
and after crediting: WEFA
Dividend income from listed equity securities [Tl AR a5 % 2 LS A 3.9 3.0
Dividend income from unlisted I LT IRARE I5 2
equity securities I Bl A 3.8 3.6
Gain on disposal of 49% ownership interest i —[H]FFHE 2 7 .2 49% 5 1
in a subsidiary T4 2 Wit 29.3 -
Gain on liquidation of subsidiaries W6 g 2 )37 A R 2 Wi 4 3.7 -
Interest income (included in revenue) FLEMCA GEAUA) 1,016.9 894.5
Net profit on dealing in leveraged foreign TEATAINEE 52 5 i ) 138 A
currencies (included in revenue) (FEAUMLA) 0.5 1.4
Net profit on other dealing activities O B 0 B A VAR
(included in revenue) (FEALA) 1.7 3.1
Net realised and unrealised profit on financial — FE# 8 & R AT EEEM 2
assets at fair value through profit or SRERE 2 T B RR EE B
loss — derivatives (included in revenue) TR TR GEAIA) 85.9 35.8
Net realised and unrealised profit on financial &8 25 BEHE A P8 (E R HE 2
assets at fair value through profit or BHERE 2 CREB RS B A
loss — securities (included in revenue) R — 7S (GEA) - 152.1
Net realised and unrealised profit on unlisted ~ Jk F i %42 B85 &
investment funds (included in revenue) ABEB i A AR GiE A - 1.3
Net realised profit on disposal of AT B
available-for-sale financial assets L 5 B 38 2 0.6 4.7

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB)ARLE
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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TAXATION

BE

Six months ended 30th June,
BEAA=THLEAEA

2010 2009
—B-FF “EENE
HK$ Million HK$ Million
BEBT A EHETT
The income tax charge comprises: PR 3 LA

Current tax A HBLIE
Hong Kong EURTES 125.1 91.9
Other jurisdictions A ] 72 10.7 2.9
135.8 94.8
Underprovision in prior years LA A 0.3 0.2
136.1 95.0

Deferred tax ARIEFIH
Current period A 29.5 47.9
165.6 142.9

Hong Kong Profits Tax is calculated at the rate of 16.5% of
the estimated assessable profits for both reported periods.

Taxation arising in other jurisdictions is calculated on
the estimated assessable profits for the period at the rates
of taxation prevailing in the countries in the relevant
jurisdictions.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based
on the profit attributable to owners of the Company of
HK$883.2 million (2009: HK$750.9 million) and on the
weighted average number of 6,103.2 million (2009: 5,703.3
million) shares in issue during the period.

Diluted earnings per share for both periods were the same
as the basic earnings per share as there were no dilutive
potential ordinary shares outstanding.

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ARLE

T Vs A5 0 A T A Rt 15 00 TR0 24 Ay |
B ) BB R 16.5%F A -
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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10. DIVIDEND

11.

The Board does not recommend the declaration of an
interim dividend (2009: Nil).

The Company did not pay any dividend during the current
and prior period. The final dividend of 2009 was paid in
July 2010.

10. ®RE

FHREAERERPPRE (ZFTN
o) -

FA ISR AR - A28 7 MR AT T
W8 o —BEIEL KM O R
FAELHIRA

INVESTMENT PROPERTIES 11. REYZE
HK$ Million
A E T

Fair value NP EE
At 1st January, 2009 N EENE—H—H 3,189.2
Exchange adjustments HEE 5, 7] % 0.1
Transferred from properties held for sale oS SRE R 2Y/E S 62.3
Additions || 3.0
Transferred to property, plant and equipment B B3 - = X kA (14.0)
Disposals H (10.5)
Increase in fair value recognised in the T WA i B X R

consolidated income statement BB 973.6
At 31st December, 2009 REEENFEF A= —H 4,203.7
Exchange adjustments HE 50, 58 & 0.7
Transferred from properties held for sale [LSr SRR E S 1.1
Transferred from prepaid land lease payments 443 [ T8 4405 K 43

and property, plant and equipment 75 e A 10.4
Additions o 0.7
Transferred to property, plant and equipment Bt W3 - BE Mk (21.6)
Disposals i (12.7)
Increase in fair value recognised in the TR WS R A e

consolidated income statement B R 366.0
At 30th June, 2010 =TSN A=A 4,548.3

The fair value of the Group’s investment properties at
30th June, 2010 and 31st December, 2009 have been
arrived at on the basis of a valuation carried out at that
date by Norton Appraisals Limited, a firm of independent
and qualified professional valuers not connected with the
Group. The valuation was principally based on investment
approach by taking into account the current rents passing
and the reversionary income potential of tenancies. For the
properties which are currently vacant, the valuation was
based on capitalisation of the hypothetical and reasonable
market rents with a typical lease term or the direct
comparison approach.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB)ARLE

AEMBEY R —F—FHEANA=1H
BB ZH =T —HZAPEE
AR 42 BEL A S ) MO 3] 2 1) 8 57 5 A% 2
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T2 A ERGE - A6 E EERIER EEH
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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12.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

12. IHESRERE

At At
30th June, 31st December,
2010 2009
R-ZB-BF ROZFTTHIE
AA=+A F-A=1+—H
HK$ Million HK$ Million
BHEBT T EHETT
Listed equity investments issued by M SEE AR AT 2 bl A
corporate entities, at quoted price & - R
Listed in Hong Kong A b 1.5 1.4
Listed outside Hong Kong A LA b I T 41.2 45.8
42.7 47.2
Unlisted equity investments issued by M E R Ik B
corporate entities AT
Hong Kong shares, i AR
at cost less impairment WAH 2 B Ry 0.4 0.4
Overseas shares, i AR
at cost less impairment WAE 2 W AN 167.4 172.0
At fair value /NS e 68.3 66.6
236.1 239.0
278.8 286.2

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ARLE

Interim Report 2010
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Financial Statements (Cont'd)
for the six months ended 30th June, 2010 BE - E—FAFERNH =T HIESEA

13. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT 13, ZEBEZEIZATEEEEsLREE
OR LOSS

At At
30th June, 31st December,
2010 2009

RZFB-—FF R_FTHE
A~A=+8H +—-HA=1+—H
HK$ Million HK$ Million

BEBT HE T
Held for trading investments, BEXZRE
at fair value BRAVEE
Equity securities listed in Hong Kong, &5 L i lEAS R %5
at quoted price R fE
Issued by corporate entities i S B AT 130.4 216.6
Issued by banks HSRATEAT 143.4 181.1
Issued by public utility entities WA BT 0.2 1.1
Equity securities listed outside FWEI LT RAE S
Hong Kong, at quoted price P
Issued by corporate entities MRS AT 71.0 123.6
Issued by banks HISRAT AT 2.8 23.7
Futures and options listed in Hong Kong, it & I 17 2 #1 # J M
at quoted price P 4.3 5.1
Futures listed outside Hong Kong, TSN ETHZ R
at quoted price R - 0.2
Unlisted Hong Kong options JE LT A RE 34.2 -
Unlisted overseas warrants and options  JF [ T /a8 A wE K 4 1.3 4.2
Equity and currency OTC derivatives — JA & & #354Mip A T.H. 0.1 -
Foreign exchange contract HMHES £ 11.5 -
Listed bonds s 50.8 52.4
Unlisted bonds, at quoted price F B - R 6.6 6.6
Unlisted convertible bonds B R R 21.0 20.6
Others HiAte 1.2 1.0
478.8 636.2
Equity securities in unlisted investment I FHREESH ZRAFH S -
funds, at fair value BAFEE
Issued by corporate entities outside I A s B A SE
Hong Kong ®wA7 97.3 104.8
576.1 741.0
ALLIED PROPERTIES (H.K.) LIMITED Interim Report 2010
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Financial Statements (Cont'd)

for the six months ended 30th June, 2010
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14. TRADE AND OTHER RECEIVABLES

The following is an aged analysis of trade and other
receivables based on the invoice/advanced date at the

reporting date:

14. EZRHEMEBYWRIEA

PATR B TR S H T 2 8 5y T A S R R
RAREEEE BT B IR Z BRI

At At

30th June, 31st December,

2010 2009

R=ZB-2F R_FTFTNNF

RA=+H +ZH=+—H

HK$ Million HK$ Million

BEAT A #EETT

Less than 31 days PIR31TH 1,208.6 1,359.9
31 to 60 days 31HZ60H 45.8 35.2
61 to 90 days 61HZ90H 14.1 19.7
Over 90 days 90H L E 180.5 332.6
1,449.0 1,747 .4

Margin loans and other receivables 5 7 TR S A R USRI 6,012.4 4,299.3
Allowances for impairment BT (178.8) (178.4)
7,282.6 5,868.3

15. CASH AND CASH EQUIVALENTS 15. RERBAESEEY

At At

30th June, 31st December,

2010 2009

R=Z2—2F R_TTNLEF

RA=+H +tZH=+—H

HK$ Million HK$ Million

BEAT A EHETT

Bank balances and cash HRITHE R B4 958.0 1,431.5
Fixed deposits with banks SRATE WIAF K 889.5 247.5
Treasury bills B8] Je 55 7.8 7.8
1,855.3 1,686.8

The Group maintains trust and segregated accounts with
licensed banks to hold clients’ deposits arising from
normal business transactions. At 30th June, 2010, trust

and segregated accounts not dealt with in these financial

statements totalled HK$5,010.5 million (at 31st December,

2009: HK$5,965.8 million).

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ARLE
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)
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16. TRADE AND OTHER PAYABLES

The following is an aged analysis of the trade and other
payables:

16. ESREMERFIE

%T?%%Z%&E@F%H?ﬁﬁﬁqz,ﬂ%ﬁ%}

At At
30th June, 31st December,
2010 2009

R=F—BE R -ZTIUF
AA=FTE FH =10
HK$ Million HK$ Million

BEAT A EHTT
Less than 31 days LRE31H 1,254.2 1,301.7
31 to 60 days 31H#60H 17.1 14.0
61 to 90 days 61HZ290H 17.2 10.7
Over 90 days 90H Ak 22.6 46.6
‘ 1,311.1 1,373.0
Accruals and other payables JRER 2 1) B HAB R A 3RH 378.4 410.2
1,689.5 1,783.2
17. BANK AND OTHER BORROWINGS 17. RITRAMEE
At At
30th June, 31st December,
2010 2009
R=ZB-2BF R_FTNEF
~A=+H +—H=1+—H
HKS$ Million ~ HK$ Million
BB H#HEIT
Bank borrowings RATHE
Bank loans HATEFK 5,372.0 4,024.5
Bank overdrafts SRATE L 18.0 18.0
y 5,390.0 4,042.5
Other borrowings BERIRESSS 200.0 197.8
5,590.0 4,240.3
Analysed as: G5
Secured A AT 2,651.0 2,188.7
Unsecured SEHEAT 2,939.0 2,051.6
5,590.0 42403
Analysed for reporting purposes as: 2 H B2
Current liabilities T B 1K 4,617.1 3,098.7
Non-current liabilities FEE) A R 972.9 1,141.6
5,590.0 4,240.3

As at 30th June, 2010, the Group’s bank and other
borrowings due after one year included certain bank and
other term loans with the aggregate carrying amount of
HK$672.2 million (at 31st December, 2009: HK$653.9
million) that contain demand clauses relating to the rights
of the banks and lenders to demand immediate repayment
of the loans. The Group has classified such term loans
under non-current liabilities rather than current, as it is the
Group's practice to classify such term loans based on their
respective repayment terms and maturities.

ALLIED PROPERTIES (H.K.) LIMITED
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18. SHARE CAPITAL 18. 874
Number of
shares Value
RGHOEE A
HK$ Million
EX Yo
Ordinary shares of HK$0.2 each T I HI{E0. 2 W5 T 2 % 48
Authorised: R
At Tst January, 2009, T EENE-H—H
31st December, 2009 and CEENAE+T_HAH=+—H
30th June, 2010 R = F—FAENH=1H  30,000,000,000 6,000.0
Issued and fully paid: CE1 &%’?)‘(E
At Tst January, 2009 N EENAFE—H—H 5,651,435,520 1,130.3
Exercise of warrant subscription rights 17 Hﬂ‘/&pgzg R 437,396,910 87.5
At 31st December, 2009 WERIFETH=+—H 6,088,832,430 1,217.8
Shares issued upon exercise of A B A7 HE i mﬁ%ﬁ—r%ﬁ?z
a share entitlement note (Note 19) Je Ay (B 5E19) 864,284,155 172.8
At 30th June, 2010 W oE —EFERNHZ1H 6,953,116,585 1,390.6

19. MAJOR NON-CASH TRANSACTIONS

19. TEFRERS

On 28th June, 2010, China Elite Holdings Limited (“China
Elite”), a wholly-owned subsidiary of the Company
completed the acquisition of SHK’s entire interest in a
listed associate, Tian An China Investments Company
Limited (“TACI”), representing approximately 38.1% of
the issued share capital of TACI. The consideration of the
acquisition was a share entitlement note (“SEN”) which
conferred the right to call for the issue of 2,293,561,833
fully paid shares of the Company (“Share”). Immediately
upon receipt of the SEN, SHK distributed a special
dividend by way of distribution in specie, 1.309 fully
paid Shares under the SEN for each share of SHK. At the
time of the distribution by SHK, the Company and its
subsidiaries collectively held the right to a total entitlement
to 1,429,277,678 of the 2,293,561,833 Shares which
were immediately cancelled on distribution of the SEN.
Accordingly, only 864,284,155 Shares were issued and
allotted to shareholders of SHK other than the Company,
China Elite or any other subsidiaries of the Company.
Immediately upon completion of the acquisition of TACI
by China Elite and issue of Shares under the SEN by the
Company, the effective shareholding in TACI of the Group
increased from approximately 23.7% to approximately
38.1%.

The fair value of the 864,284,155 Shares issued under the
SEN was HK$1,434.6 million. The difference of HK$177.3
million between the fair value of the 864,284,155
Shares issued and the additional effective interest of
approximately 14.4% in TACI acquired by the Group has
been recognised directly in equity attributable to owners of
the Company with a corresponding decrease of HK$177.3
million in non-controlling interests.
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20. CONTINGENT LIABILITIES

(@) At the end of the reporting period, the Group had
guarantees as follows:

20. FREE

(a)

JAH A IR > AR AT 2 45 Of 20
T

At At
30th June, 31st December,
2010 2009

RZE—ZFF R _FTTNF
AA=+H +-A=+—H
HK$ Million HK$ Million

BEBIT A E#HETT
Indemnities on banking guarantees A — TR R i D B A
made available to a clearing house P SRATIE ORAE
and regulatory body A L 4.5 4.5
Other guarantees HoAh 3.0 3.0
7.5 7.5

(b) In 2001 an order was made by the Hubei Province
Higher People’s Court in China (“2001 Order”)
enforcing a CIETAC award of 19th July, 2000
(“Award”) by which Sun Hung Kai Securities Limited
(“SHKS”), a wholly-owned subsidiary of SHK, was
required to pay US$3 million to Chang Zhou Power
Development Company Limited (“JV”), a mainland
PRC joint venture. SHKS had disposed of all of its
beneficial interest in the JV to SHK’s then listed
associate, TACI, in 1998 and disposed of any and all
interest it might hold in the registered capital of the JV
(“Interest”) to Long Prosperity Industrial Limited (“LP1”)
in October 2001. Subsequent to those disposals,
SHKS’ registered interest in the JV in the amount of
US$3 million was frozen further to the 2001 Order.
SHKS is party to the following litigation relating to the
JV:

(i)  On 29th February, 2008, a writ of summons
with general indorsement of claim was issued by
Global Bridge Assets Limited (“GBA”), LPI and
Walton Enterprises Limited (“Walton”) (“2008
Writ”) in the High Court of Hong Kong against
SHKS (“HCA 317/2008"). In the 2008 Writ,

(@) 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;
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20. CONTINGENT LIABILITIES (CONT’D)

(b)

(Cont'd)

(i)

(Cont’d)

(b)

LPI claims against SHKS damages for alleged
breaches of a contract dated 12th October,
2001; and

Walton claims against SHKS for the sum
of US$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
Walton 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 29th
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, the JV or any transaction related
thereto, covenanted not to sue, and assumed
liability for and agreed to indemnify SHKS
from any and all damages, losses and
expenses arising from any claims by any
entity or party arising in connection with
the Interest, the JV or any transaction related
thereto. On 24th February, 2010 the Court
of Appeal struck out the claims of GBA 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, SHK does not
consider it presently appropriate to make
any other provision with respect to HCA
317/2008.
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20. CONTINGENT LIABILITIES (CONT’D)

(b)

(Cont'd)

(i)

(iii)

On 20th December, 2007, a writ (“Mainland
Writ”) was issued by Cheung Lai Na (5% RE)
(“Ms. Cheung”) against TACI and SHKS and was
accepted by a mainland PRC court, L& =
BT P AR RGEBE ((2008) R AN T A58
%), claiming the transfer of a 28% shareholding
in the JV, 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 TACI and SHKS’ favour
on 27th July, 2009 which judgment is currently
being appealed against by Ms. Cheung. While
a provision has been made for legal costs, SHK
does not consider it presently appropriate to
make any other provision with respect to this
writ.

On 4th June, 2008, a writ of summons was
issued by TACI and SHKS in the High Court of
Hong Kong against Ms. Cheung (“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 JV from
TACI 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 JV; (d) further and
alternatively, that Ms. Cheung’s claim against
TACI and SHKS in respect of her entitlement
to the shareholding in the JV 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 3rd June, 2009. A further writ of
summons was issued by TACI and SHKS in the
High Court of Hong Kong against Ms. Cheung
on 4th June, 2009 (“2nd HK Writ”) seeking the
same relief as the HK Writ. The 2nd HK writ
expired on 3rd June, 2010, and a further writ of
summons was issued by TACI and SHKS in the
High Court of Hong Kong against Ms. Cheung
on 4th June, 2010. SHK does not consider it
presently appropriate to make any provision with
respect to this action.
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Financial Statements (Cont’d)

for the six months ended 30th June, 2010 BE_E -FEFESNA=1THIEANMA
21. CAPITAL COMMITMENTS 21. BAGKIE
At At
30th June, 31st December,
2010 2009

22.

RoB-BE  ROTTE
AA=+E FoA=t A
HKS$ Million HK$ Million

BHEET H E#IT

Capital expenditure contracted but not &S KIHRTERIAL: &

provided for in the condensed FABs R P

consolidated financial statements EAB X 15.7 7.5
OPERATING LEASE COMMITMENTS 22, KRR HRIE
At the end of the reporting period, the Group had ARG R AR AR BE A T S A
commitments for future minimum lease payments under LTI R 58 B 2 S A 2 B A R I A
non-cancellable operating leases which fall due as follows: FAZIEN T

At 30th June, 2010 At 31st December, 2009

R-B—2F R BB
AA=1+H +oHA=+—H
Land and Land and
buildings Others buildings Others
THREF Hith b s Fopts

HK$ Million HK$ Million HK$ Million HK$ Million
BEBT BEBT HEEBT ASEBT

Within one year —4EN 192.3 3.7 174.1 3.8
In the second to fifth year 5% % H4F
inclusive (BLI5 T R A4F) 291.1 2.0 148.6 1.3
Over five years AL E 175.0 - 9.0 -
658.4 5.7 331.7 5.1
Operating leases are generally negotiated for terms ranging MEMAH 2 FH—BEES —ETER
from one to ten years. %o
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for the six months ended 30th June, 2010 BEE-EENA=ZTHIEAMA
23. EEEF

23. PLEDGE OF ASSETS

At the end of the reporting period, certain of the Group’s
investment properties, hotel property, land and buildings
and properties held for sale with an aggregate carrying
value of HK$5,190.2 million (at 31st December, 2009:
HK$4,769.6 million), bank deposit of HK$109.0 million
(at 31st December, 2009: HK$136.0 million), listed
investments belonging to the Group with fair values of
HK$25.4 million (at 31st December, 2009: HK$2,977.6
million*) and listed investments belonging to margin
clients with fair values of HK$2,373.1 million** (at 31st
December, 2009: HK$1,277.2 million) together with
certain securities in respect of a listed subsidiary with a
carrying value of HK$1,448.3 million (at 31st December,
2009: HK$1,448.3 million) were pledged to secure loans
and general banking facilities to the extent of HK$3,464.0
million (at 31st December, 2009: HK$3,841.7 million)
granted to the Group. Facilities amounting to HK$2,651.0
million (at 31st December, 2009: HK$2,188.7 million)
were utilised at the end of the reporting period.

At the end of the reporting period, a bank deposit of
HK$1.5 million (at 31st December, 2009: HK$1.6 million)
was pledged to secure a guarantee facility issued to third
parties by a bank to the extent of HK$2.0 million (at 31st
December, 2009: HK$2.0 million).

* The amount at 31st December, 2009 mainly representing a portion
of shares in a listed associate owned by the Group with a carrying
value of HK$3,927.3 million. The pledge of the shares of the listed
associate had been released during the period.

**  Based on the agreement terms, the Group is able to repledge
clients” securities for margin financing arrangement with other
financial institutions under governance of the Securities and Futures
Ordinance.
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Financial Statements (Cont'd)

for the six months ended 30th June, 2010 BE_E -FEFESNA=1THIEANMA

24. MATURITY PROFILE OF TERM ASSETS AND LIABILITIES 24, EHIEER S &I

At 30th June, 2010
R-E-ZFxXA=1H

3 months 1 year to

Within  to1year 5 years After
Ondemand 3months  =fA  —FZF  5years Total
REREE Z=f@AR E-F ki3 R ast
HK$ HK$ HK$ HK$ HK$ HK$

Million Million Million Million Million Million
BE#ET HEBn HBEET BEEr BEET BEER

Assets BE
Fixed deposits with banks BATEMIE - 889.5 - - - 889.5
Loans and advances to consumer L AT % F &2k
finance customers &S 497.0 699.3 1,774.3 1,987.2 190.8  5,148.6
Treasury bills I e - 7.8 - - - 7.8
Term loans AWK 177.6 340.0 365.7 - - 883.3
Liabilities af
Bank and other borrowings SRAT B HA A B 11.0  3,959.7 646.0 972.9 - 5589.6
Bonds i - - - 500.0 - 500.0
Short-term loan due to a fellow R Z W B AT
subsidiary R - 1,550.0 - - - 1,550.0
At 31st December, 2009
REEZNFETZA=1—H
3months 1 yearto
Within ~ to 1 year 5 years After
Ondemand 3 months  =fiA —4EE 5 years Total
HERER AN F—E fiKia TR A5t
HK$ HK$ HK$ HK$ HK$ HK$
Million Million Million Million Million Million
HEWT OEBL EERC aEEC oEbn HERC
Assets EE
Fixed deposits with banks BATE BAE - 247.5 - - - 247.5
Loans and advances to consumer LA BT % F &2k
finance customers R 536.7 6782 15469 19234 199.4  4,884.6
Treasury bills EJES - 7.8 - - - 7.8
Term loans AWK 260.7 144.7 210.6 - - 616.0
Liabilities af
Bank and other borrowings AT R LA 1.0 1,0128 20745  1,1415 - 42398
Bonds fiF - - - 500.0 - 500.0
Short-term loan due to a fellow K—TEF & 8 7
subsidiary R - 1,550.0 - - - 1,550.0
The above tables list out assets and liabilities based on the EREY 2 EE R A BT A R
contractual maturity. Overdue assets are reported as on Hy o da A A A [ B OR AR R | -
demand.
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25. FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial services business and
sound risk management is a cornerstone of prudent and
successful financial practice. 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 relevant independent control
divisions, namely Internal Audit and Compliance, play an
important role in the provision of assurance to the relevant
board of directors and senior management that a sound
internal risk mechanism is implemented, maintained and
adhered to.

(@ Market Risk
(i)  Equity Risk

There are many asset classes available for
investment in the marketplace. One of the
Group’s key business undertakings 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 relevant 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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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2010
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25. FINANCIAL RISK MANAGEMENT (CONT’D)

(@ Market Risk (Cont’d)
(i) Equity Risk (Cont'd)

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.

(i) 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.

(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 of directors of the relevant group
companies and RMC. In relation to the Group’s
leveraged foreign exchange activity, the 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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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2010
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25. FINANCIAL RISK MANAGEMENT (CONT’D)

(b) Credit Risk

(0

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 relevant
credit committee (“CM”), 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 relevant 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 relevant credit division and are
reported to and reviewed by the senior management
of the Group and CM at its regular meetings.

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 the management
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.
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2010
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26. EVENTS AFTER THE REPORTING PERIOD

(a)

On 13th July, 2010, SHK 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 13th July, 2013
(“Maturity Date”). The holders of the MCN have
the right to convert their MCN into shares of SHK
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 SHK.

The holders of the warrants have the right to subscribe
for the shares of SHK 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
announcement of the Company dated 22nd April,
2010.

Pursuant to the announcement of Quality HealthCare
Asia Limited (“QHA”), an indirect non wholly-owned
subsidiary of the Company, dated 24th March, 2010,
the board of directors of QHA announced that a
conditional offer would be made to repurchase for
cancellation up to the maximum number of shares of
QHA, being 24,146,341 ordinary shares at the offer
price of HK$4.1 per ordinary share. The maximum
amount payable by QHA under this offer was HK$99
million.

On 9th July, 2010, the offer was approved by the
shareholders of QHA and declared unconditional.
At the date of close of the offer, valid acceptances in
respect of a total of 18,076,803 ordinary shares were
received by QHA from the accepting shareholders
under the offer. On 2nd August, 2010, QHA
repurchased and cancelled 18,076,803 ordinary
shares and paid the accepting shareholders of QHA
for approximately HK$74.1 million.
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Independent Review Report

Deloitte.
=)

TO THE BOARD OF DIRECTORS OF ALLIED PROPERTIES
(H.K.) LIMITED

Introduction

We have reviewed the interim financial information set out on
pages 4 to 35, which comprises the condensed consolidated
statement of financial position of Allied Properties (H.K.) Limited
(the “Company”) and its subsidiaries (collectively referred to as
the “Group”) as of 30th 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 34 “Interim
Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants. The directors of the
Company are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS
34. Our responsibility is to express a conclusion on this interim
financial information based on our review, and to report our
conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Scope of review

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

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

27th August, 2010
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Interim Dividend

The Board does not recommend the payment of an interim
dividend for the six months ended 30th June, 2010 (2009: Nil).
Accordingly, there will be no closure of the register of members
of the Company.

Financial Review
Financial Results

The revenue of the Group for the period increased by 2.2% to
HK$2,218.2 million (2009: HK$2,170.9 million).

The net profit attributable to the owners of the Company for the
period was HK$883.2 million (2009: HK$750.9 million), an
increase of HK$132.3 million. Earnings per share amounted to
HK14.47 cents (2009: HK13.17 cents)

The increase in profit was primarily due to:

1. an increased contribution from the Group’s consumer
finance division; and

2. the fair value gain on revaluation of the investment
properties of the Group was slightly higher during this
period.

Financial Resources, Liquidity and Capital Structure

The Group is principally financed by cash inflow from
operating activities and banking facilities granted by the banks.
The banking facilities of the Group are reviewed from time to
time and new banking facilities will be obtained or renewed
to meet the funding requirements for capital commitments,
investments and operations of the Group.

On 28th June, 2010, the completion date of the acquisition of
Tian An China Investments Company Limited (“Tian An”) from
Sun Hung Kai & Co. Limited (“Sun Hung Kai”), the Company
issued 864,284,155 shares to shareholders of Sun Hung Kai
other than the Company and its subsidiaries at a consideration
of HK$1.66 per share being the closing market price of the
Company on that date. Accordingly the issued share capital
of the Company increased from 6,088,832,430 shares to
6,953,116,585 shares. Details of acquisition are detailed in the
section “Material Acquisitions and Disposals” below.
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Financial Review (Cont'd)
Financial Resources, Liquidity and Capital Structure (Cont'd)

At 30th June, 2010, the Group’s net borrowings amounted to
HK$5,681.9 million (at 31st December, 2009: HK$4,476.1
million), representing bank and other borrowings, amounts due
to fellow subsidiaries and bonds held by a fellow subsidiary
totalling HK$7,647.7 million (at 31st December, 2009:
HK$6,300.5 million) less bank deposits, bank balances, treasury
bills and cash of HK$1,965.8 million (at 31st December, 2009:
HK$1,824.4 million) and the Group had equity attributable
to owners of the Company of HK$15,033.0 million (at 3Tst
December, 2009: HK$12,641.3 million). Accordingly, the
Group’s gearing ratio of net borrowings to equity attributable to
owners of the Company was 37.8% (at 31st December, 2009:
35.4%).

o 25 1ol Jeek (46)
MBER RBEERRAERE(H)
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Bank borrowings of the Group are repayable 4[] 2 ST SRR T -
as follows:
On demand or within one year FORRHEE S —F N 4,450.5 2,933.9
More than one year but not exceeding —4ERL HH
two years AN 8 TR 366.8 505.8
More than two years but not exceeding WAERL FH
five years AN A 572.7 602.8
5,390.0 4,042.5
Other borrowings are repayable as follows: — HAb S EER AT :
On demand or within one year FORFFEE I — 166.6 164.8
More than one year but not exceeding —4ELL FH
two years AN AT 10.4 10.2
More than two years but not exceeding MAELL EE
five years AN AR 23.0 22.8
Amount due to fellow subsidiaries YNEEX )= UNGIE e 1,557.7 1,560.2
Bonds held by a fellow subsidiary — ] [F] 28 B & 2~ ml R A 28
repayable within five years AR N B IR 2 557 500.0 500.0
7,647.7 6,300.5

At 30th June, 2010, the current ratio (current assets/current
liabilities) of the Group was 1.6 times (at 31st December, 2009:
1.7 times).

The amount due to a fellow subsidiary and the bonds held by a
fellow subsidiary and most of the bank borrowings of the Group
are charged at floating interest rates. There are no known
seasonal factors in the Group’s borrowing profiles.
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Financial Review (Cont'd)

Material Acquisitions and Disposals

(a)

In April 2010, Sun Hung Kai disposed of 49% ownership
interest in a wholly-owned subsidiary engaging in
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. The control
of the subsidiary after the disposal is shared by Sun Hung
Kai 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.

On 28th June, 2010, China Elite Holdings Limited
(“China Elite”), a wholly-owned subsidiary of the
Company completed the acquisition of Sun Hung Kai’s
entire interest in a listed associate, Tian An, representing
approximately 38.06% of the issued share capital of Tian
An. The consideration of the acquisition was a share
entitlement note (“SEN”), which conferred the right to
call for the issue of 2,293,561,833 fully paid shares of
the Company (“Shares”). Immediately upon receipt of
the SEN, Sun Hung Kai distributed a special dividend
by way of distribution in specie, 1.309 fully paid Shares
under the SEN for each share of Sun Hung Kai. At the
time of the distribution by Sun Hung Kai, the Company
and its subsidiaries collectively held the right to a total
entitlement to 1,429,277,678 of the 2,293,561,833 Shares
which were immediately cancelled on distribution of the
SEN. Accordingly, only 864,284,155 Shares were issued
and allotted to shareholders of Sun Hung Kai other than
the Company, China Elite or any other subsidiaries of the
Company. Immediately upon completion of the acquisition
of Tian An by China Elite and issue of Shares under the
SEN by the Company, the effective shareholding in Tian
An of the Group increased from approximately 23.72% to
approximately 38.06%.

The loss on disposal of Tian An of HK$159.3 million
recorded by Sun Hung Kai was reversed at Group level as
the transaction is an intragroup transaction and the loss
recorded by Sun Hung Kai was regarded as unrealised at
Group level. A difference of HK$177.3 million between
consideration and the increase in effective interest in the
associate attributable to the Group, by which the non-
controlling interests are adjusted, was recognised directly
in equity attributable to owners of the Company.

Details regarding the acquisition and the issue of Shares
are contained in the circular of the Company dated 24th
May, 2010.

Apart from the above, there were no material acquisitions
or disposals of subsidiaries, associates and jointly controlled
entities during the period.
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Financial Review (Cont'd)

Risk of Foreign Exchange Fluctuation

The Group is required to maintain foreign currency exposure
to cater for its recurring operating activities and present and
potential investment activities, meaning it will be subject to
reasonable exchange rate exposure. However, the Group will
closely monitor this risk exposure as required.

Contingent Liabilities

Details regarding the contingent liabilities are set out in note 20
to the condensed consolidated financial statements on pages 26
to 28.

Material Litigations

(a)

Following litigation that concluded in 2006, Sun Hung Kai
Securities Limited (“SHKS”), a wholly-owned subsidiary
of Sun Hung Kai, 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 (“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 14th October, 2008, a writ of summons was issued
by Sun Hung Kai Investment Services Limited (“SHKIS"),
a wholly-owned subsidiary of Sun Hung Kai, 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 24th 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 25th
May, 2009, but judgment with respect to Ms. Chan and
Ms. Ng only was overturned on appeal by the judgment
of Suffiad ] dated 7th August, 2009. SHKIS’ appeal of that
judgment to the Court of Appeal was heard on 6th 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 paragraph (b) of the “Contingent
Liabilities” in note 20 to the condensed consolidated
financial statements on pages 26 to 28.
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Financial Review (Cont'd)

Pledge of Assets

Details regarding the pledge of assets are set out in note 23 to
the condensed consolidated financial statements on page 30.

Events after the Reporting Period

Details regarding the events after the reporting period are
set out in note 26 to the condensed consolidated financial
statements on page 35.

Operational Review

Properties

Hong Kong

The net gain in the value of the Group’s property portfolio
was HK$414.7 million during the period, slightly higher
than the corresponding period of last year.

The Group continued to record increases in rental income
from its Hong Kong property portfolio.

The hotel division reported an improved result as the
tourist industry improved during the period.

Mainland PRC

The profit attributable to the owners of Tian An was
HK$541.1 million, a 48% increase over the corresponding
period of 2009.

Tian An currently has an attributable GFA landbank of
approximately 5,779,800 m?, consisting of 362,900 m?
of completed investment properties and 5,416,900 m? of
properties held for development.

Tian An will continue to adjust the quality of its landbank
through acquisitions and disposals and the sale of its end
products to balance the demands of short term returns and
long term capital appreciation.
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Operational Review (Cont'd)

Financial Services

Broking and finance

Sun Hung Kai, the Group’s broking and finance arm,
recorded a profit attributable to its owners of HK$492.1
million (2009: HK$507.2 million).

Sun Hung Kai disposed of its entire 38.06% stake in
Tian An to China Elite, a wholly-owned subsidiary of the
Company. The entire consideration of HK$3.8 billion
received in the form of shares in the Company was
subsequently distributed to its shareholders. It should
be noted that this group reorganisation is an intragroup
transaction and the loss recorded by Sun Hung Kai on its
disposal of Tian An was reversed at Group level.

Sun Hung Kai completed an agreement to attract up to
HK$2.1 billion from a strategic investment by CVC Capital
Partners in the form of mandatory convertible notes and
warrants. The Group looks forward to the anticipated
increased potential deal flow between the two groups.

Sun Hung Kai entered into a strategic partnership in foreign
exchange with Australian based Macquarie Bank in April
this year.

At the end of the reporting period, total assets under
management (including affiliated funds) by the asset
management division amounted to approximately US$570
million.

The overall margin loan book stood in excess of HK$4.6
billion as at 30th June, 2010, a more than 30% increase
from about HK$3.3 billion as at 31st December, 2009.

Consumer finance

United Asia Finance Limited (“UAF”) performed strongly
in the first half of 2010, delivering a record interim profit,
driven largely by much reduced loan impairment charges as
well as growth in the China loans business.

UAF added another branch in Shenzhen and launched
loan businesses in Shenyang and Chongging. The total
distribution network expanded to 65 outlets, consisting
of 42 in Hong Kong and 23 in mainland China. UAF also
obtained a loan licence in Tianjin and will continue to
seek further opportunities in other provinces in mainland
China.
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Operational Review (Cont'd)
Investments
Quality HealthCare Asia Limited (“QHA”)

e Profit attributable to owners of QHA was HK$28.4 million,
a decrease of 12.6%, compared to the corresponding
period of 2009, mainly due to an increase in ongoing
operating expenses and start up costs associated with
additional development and capital expenditure.

Employees

The total number of staff of the Group as at 30th June, 2010
was 4,593 (at 31st December, 2009: 4,270). The Group reviews
remuneration packages from time to time. In addition to salary
payments, other staff benefits include contributions to employee
provident funds, medical subsidies and a discretionary bonus
scheme.

Management of Risks

The management of risks in respect of the Group’s finance
businesses is primarily conducted by Sun Hung Kai and UAF.
There have not been any significant changes in the management
of such risks from that described in the Company’s Annual
Report for the financial year ended 31st December, 2009. In
addition, the Group’s financial risk management is discussed in
note 25 to the condensed consolidated financial statements on
pages 32 to 34 which includes the management of market risk,
credit risk and liquidity risk.

Business Qutlook

We are operating in an environment where there is a delicate
balance between low interest rates and high inflation. The
mainland and Hong Kong governments recognise this issue
and have implemented measures designed to curb the rise in
property and asset prices. We have yet to see the effect of these
measures but we are concerned that there is an increasing
likelihood that rising inflation may force central banks to raise
interest rates thereby dampening sentiment.

The Board has always concentrated on building its core
businesses where it believes it can add value and will continue
to prudently implement its stated strategies for the benefit of the
Group and all its shareholders.
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Directors’ Interests

At 30th June, 2010, Messrs. Lee Seng Hui, Mark Wong Tai Chun
and Steven Samuel Zoellner, Directors, had the following
interests in the shares and underlying shares of the Company
and its associated corporations, within the meaning of Part XV
of the Securities and Futures Ordinance (“SFQO”), as recorded in
the register required to be kept under Section 352 of the SFO:

Number of shares
and underlying

R TE-EAENAZTH > RS LIS
) (T 3855 SR BB ) 53526 e e B 2
Hro s » #EaE oA ~ TREEE K
Steven Samuel ZoellnerZoAz id A/ ) K FAR T
e CRETR WLRE IR A BRI S8 XVAT) 2 Iy I
AERA RO PR A DL N RS

Approximate %

of the
relevant issued

Name of Directors Name of Companies shares held share capital Nature of interest
BEROR EREEE R
ESpE NAEB HERG<HE RAZBOEIL #EitE
Lee Seng Hui the Company 4,528,426,310 (Note 1) 65.12% Other Interests
2 B KNG (L) HAbhE S
Mark Wong Tai Chun  Quality HealthCare Asia 119,203 (Note 3) 0.05%  Personal interest (held as beneficial owner)
EDN | Limited (“QHA") (FiF3E3) L AHES (DAECRRHEA A S 054
(Note 2)
s AR A
([fe ) (HE2)

Steven Samuel Zoellner  Sun Hung Kai & Co. 49,200 (Note 4)

Limited (“SHK”) (Fftzt4)
(Note 2)
HEEARAF
(Bt ) (Hk2)
QHA (Note 2) 186,000 (Note 5)
() (Ff3E5)

0.00% Personal interest (held as beneficial owner)

A HE R (L b A SRR

0.07% Personal interest (held as beneficial owner)

A HE R (L Sl A S FEA)

Notes:

1. Mr. Lee Seng Hui together with Ms. Lee Su Hwei and Mr. Lee Seng
Huang are the trustees of Lee and Lee Trust, being a discretionary trust.
They together, through Lee and Lee Trust, own approximately 52.40%
interests in the issued share capital of Allied Group Limited (“AGL”) and
were therefore deemed to have an interest in 4,528,426,310 shares in the
Company in which AGL was interested.

2. Both SHK and QHA are the indirect non wholly-owned subsidiaries of the
Company. Therefore, SHK and QHA are associated corporations of the
Company within the meaning of Part XV of the SFO.

This represents an interest in 119,203 shares in QHA.
This represents an interest in 49,200 shares in SHK.

This represents an interest in 186,000 shares in QHA.

AL

All interests stated above represent long positions.

Save as disclosed above, at 30th June, 2010, none of the
Directors and chief executive of the Company had any interests
or short positions in any 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
Hong Kong Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) as
set out in the Appendix 10 of the Listing Rules.
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Substantial Shareholders’ and Other Persons’
Interests

At 30th 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:

R M A N =
RE 2t
BRI A = o AR RO

155336 M E T fr B 2 Rt M > Fr R
O ey AR B BB i 22 R A

Number of shares Approximate %
and underlying of the relevant
Name of Shareholders shares held issued share capital Notes

FEROKR GERCBRITREZ

BRRERE HERHG &8 BHES R EE
Allied Group Limited (“AGL") 4,528,426,310 65.12% 1
WA EmARAF ([BE4EE )

Lee and Lee Trust 4,528,426,310 65.12% 2,3
Penta Investment Advisers Limited (“Penta”) 799,056,600 11.49% 4
COL Capital Limited (“COL") 397,190,000 5.71% 5
B A A S AT BR S F] ([ B A 4% A )

Vigor Online Offshore Limited (“Vigor”) 397,190,000 5.71% 6
China Spirit Limited (“China Spirit”) 397,190,000 5.71% 7
Chgng Sok Un (“Ms. Chong”) 397,190,000 5.71% 8
e ([t )

Notes: Bt &

1.

The interest includes the holding of: (i) an interest in 1,973,216,190 shares
held by Capscore Limited (“Capscore”); (ii) an interest in 45,903,120
shares held by Citiwealth Investment Limited (“Citiwealth”); (iii) an interest
in 1,540,952,120 shares held by Sunhill Investments Limited (“Sunhill”);
and (iv) an interest in 968,354,880 shares held by AGL. Capscore,
Citiwealth and Sunhill are all wholly-owned subsidiaries of AGL. AGL
is therefore deemed to have an interest in the shares in which Capscore,
Citiwealth and Sunhill were interested.

This represents the same interest of AGL in 4,528,426,310 shares.

Mr. Lee Seng Hui, Director, together with Ms. Lee Su Hwei and Mr. Lee
Seng Huang are the trustees of Lee and Lee Trust, being a discretionary
trust. They together own approximately 52.40% interest in the issued share
capital of AGL and are therefore deemed to have an interest in the shares
in which AGL was interested.

These include an interest in (i) 444,776,637 shares; and (ii) an interest
in unlisted cash settled derivatives of the Company, equivalent to
354,279,963 underlying shares of the Company.

The interest includes the holding of: (i) 66,260,000 shares held by
Honest Opportunity Limited (“Honest Opportunity”); (ii) 100,016,171
shares held by Sparkling Summer Limited (“Sparkling Summer”); and (iii)
230,913,829 shares held by Success East Investment Limited (“Success
East”). Honest Opportunity and Sparkling Summer are the indirect wholly-
owned subsidiaries of COL. Success East is an indirect non wholly-owned
subsidiary of COL. COL is therefore deemed to have an interest in the
shares in which Honest Opportunity, Sparkling Summer and Success East
were interested.

Vigor owns approximately 70.11% interest in the issued share capital of
COL and is therefore deemed to have an interest in the shares in which
COL was interested.

Vigor is a wholly-owned subsidiary of China Spirit and is therefore deemed
to have an interest in the shares in which Vigor was interested.

Ms. Chong is deemed to have interests in the shares through her 100%
interest in China Spirit.

All interests stated above represent long positions.
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Corporate Governance and Other Information
CODE ON CORPORATE GOVERNANCE PRACTICES

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

Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 of the CG Code stipulate that
the terms of reference of the remuneration committee and audit
committee should include, as a minimum, those specific duties
as set out in the respective code provisions.

The terms of reference of the remuneration committee
(“Remuneration Committee”) adopted by the Company are
in compliance with the code provision B.1.3 except that the
Remuneration Committee shall review (as opposed to determine
under the code provision) and make recommendations to the
Board on the remuneration packages of the 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 (“Audit
Committee”) adopted by the Company are in compliance with
the code provision C.3.3 except that the Audit Committee (i)
shall recommend (as opposed to implement under the code
provision) the policy on the engagement of the external auditors
to supply non-audit services; (ii) only possesses the effective
ability to scrutinise (as opposed to ensure under the code
provision) whether management has discharged its duty to have
an effective internal control system; and (iii) can promote (as
opposed to ensure under the code provision) the co-ordination
between the internal and external auditors, and check (as
opposed to ensure under the code provision) whether the
internal audit function is adequately resourced.

The reasons for the above deviations were set out in the
Corporate Governance Report contained in the Company’s
Annual Report for the financial year ended 31st December,
2009. The Board considers that the Remuneration Committee
and the Audit Committee should continue to operate according
to the terms of reference adopted by the Company. The Board
will review the terms at least annually and make appropriate
changes if considered necessary.

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
Directors have confirmed, following a specific enquiry by the
Company, that they have fully complied with the required
standard as set out in the Model Code throughout the period
under review.
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Corporate Governance and Other Information (Cont'd)
CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information on Directors are as follows:

Changes in Directors’ emoluments and the basis of
determining Directors’ emoluments

1. The monthly salary of an Executive Director, namely Mr.
Li Chi Kong, for his provision of management services
to the Group was increased by 5% with retrospective
effect from 1st January, 2010 as compared with 2009.
The bonus for the year ended 31st December, 2009
paid to Mr. Li in July 2010 was increased by 10%
compared to the previous year. All such remuneration is
directly paid by AGL, the Company’s holding company,
and was proportionally charged by AGL in the form
of management services fee to the Company. Such
proportion charged is determined by reference to the
percentage of time devoted by Mr. Li on the affairs of the
Group pursuant to a renewed sharing of administrative
services and management services agreement dated
31st January, 2008 entered into between AGL and the
Company.

2. The bonus for the year ended 31st December, 2009 was
paid by the Company to the former Executive Director,
namely Mr. Patrick Lee Seng Wei, in the amount of
HK$2,200,000 in July 2010. Also, the monthly salary of
Mr. Lee was increased by 4.8% with retrospective effect
from Tst January, 2010 as compared with 2009. The
increment was borne by the Company up to 18th June,
2010, being the date on which Mr. Lee ceased to be a
director of the Company.

3. The change in emoluments of an Independent Non-
Executive Director, namely Mr. Alan Stephen Jones,
was attributable to the 10% increase of director’s fee
and consultancy fee commencing from year 2010 in an
indirect non wholly-owned subsidiary of the Company,
SHK, of which he is an independent non-executive
director.
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Audit Committee Review

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters
including a general review of the unaudited interim financial
report for the six months ended 30th 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 HKICPA, and on the interim
results announcements of the listed associates, as well as
reports obtained from management. The Audit Committee has
not undertaken detailed independent audit checks.

Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s shares during the six
months ended 30th June, 2010.

On behalf of the Board
Arthur George Dew
Chairman

Hong Kong, 27th August, 2010
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