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Management Discussion and Analysis

For the six months ended 30 June 2012, the Group’s turnover increased by 2% to
HK$1,773.8 million, with higher interest income the main driver. Recorded profit
attributable to the owners of the Company was HK$514.3 million, compared to
HK$618.7 million in the same period in 2011. The lower profit mainly reflected higher
bad and doubtful debts, with increased provisions in the consumer finance business in
contrast to write backs experienced last year. Earnings per share was HK24.5 cents.

Despite the difficult financial markets, and slower growth in both Mainland China and
Hong Kong, the Group has continued to execute its expansion strategy prudently. At
the end of June 2012, the Group’s total assets amounted to HK$22.5 billion, with
shareholders’ equity of HK$12.3 billion. Our net gearing was 16%, a decline from 33%
since the end of 2011. The Group’s cash, deposits and bank balances amounted to
HK$3,911.2 million at 30 June compared with HK$2,736.0 million at the end of 2011.

The Board has declared an interim dividend of HK10 cents per share.

While there was a brief rebound in the first quarter, the market environment generally
continued to be arduous for the financial services industry through the first half of
2012. Anxiety over the Eurozone, slower growth in China, and an anaemic recovery in
the U.S. weighed on global markets.

In Hong Kong, the Hang Seng Index closed 5.5% higher in the half year to 30 June
after a decline of 20% for the full year 2011. However, trading in the latest half was
considerably lower with an average daily turnover of HK$57 billion, a 23% reduction
from the first half of 2011. This, combined with investor nervousness, led to subdued
business volumes for Sun Hung Kai Financial’s fee-generating businesses. In view
of heightened risks in financial markets we have adopted an increasingly cautious
approach to the Group’s lending business, especially in margin loans and structured
finance.

In contrast, our consumer finance business, in particular the Mainland China business
of United Asia Finance Limited (“UAF"”) performed well. The Group has continued to
invest in UAF’s network. At the end of June, UAF's branch network covered 8 cities
and 65 branches in Mainland China. Reflecting this growth, Mainland China accounted
for 23% of the Group's total revenues during the first half of 2012, up from 12% the
same period last year.
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Management Discussion and Analysis

RESULTS ANALYSIS

The Group’s total revenue (turnover) increased by 2% to HK$1,773.8 million. Total
interest income increased by 12% to HK$1,444.5 million, a boon during a period when
other income was weighed down by subdued business volumes associated with weak
financial markets.

Gross loans and advances to customers amounted to HK$12.5 billion at 30 June, down
by 6% from 31 December 2011. The decline was mainly caused by lower margin loans
and secured term loan balances in the structured finance business. Although there
was continued demand for funding in the Hong Kong market, we chose to reduce our
exposure in view of increased risk in the marketplace.

Gross loans and advances to customers, before impairment (HK$ Million)

As at As at
Loan Book 30.6.2012 31.12.2011
Consumer finance loans 8,026.9 7,961.8
Margin loans 3,572.4 4,343.0
Secured term loans 891.2 1,021.4
Total 12,490.5 13,326.2

Operating earnings, which excludes other income, the net effect of valuation changes
to financial instruments, exchange gain (loss), and our share of results of associates
and jointly controlled entities, declined by 18% to HK$663.0 million. The main cause
of this decline was higher bad and doubtful debts. Impairment allowances for margin
and term loans rose by HK$47.8 million, while in the UAF business, provisions also
increased in contrast to write backs experienced last year and write offs also rose.
The actual write offs in the consumer finance loan book (as defined by amounts
directly deducted from the allowance of impairment) increased by HK$54.8 million to
HK$179.1 million. This is still a reasonable level given the growth in the loan book and
the general state of the economy.

Excluding bad and doubtful debts, operating earnings increased by 3%.
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Management Discussion and Analysis

Operating Earnings Analysis (HK$ Million)

For the six months ended 30.6.2012 30.6.2011 Change
Revenue 1,773.8 1,743.9 2%
Operating costs (800.6) (803.2) 0%
Finance costs (80.0) (74.2) 8%
Operating earnings before bad and

doubtful debts 893.2 866.5 3%
Bad and doubtful debts (230.2) (56.1) 310%
Operating earnings 663.0 810.4 -18%
Other income 103.8 137.8 -25%
Net profit (loss) on financial instruments 53.7 (32.9) 263%
Net exchange gain or loss 9.7 2.2 341%
Share of results of associates 2.0 10.7 -81%
Share of results of jointly controlled entities 0.2 1.1 -82%
Profit before tax 832.4 929.3 -10%

After deducting profit attributable to non-controlling interests (mainly other
shareholders of the UAF business), profit attributable to owners of the Company
totalled HK$514.3 million for the first half of 2012.

Wealth Management and Brokerage

Since the second half of 2011 conditions have deteriorated, with strong volatility
in financial markets and lower investor confidence, the segment’'s performance has
suffered in this environment.

Revenue and pre-tax contribution from the segment were HK$433.0 million and
HK$77.5 million for the first half of 2012, representing declines of 25% and 62%
respectively. Included in this segment were results from the Group's Asset Management
operations, which have been integrated with the Wealth Management and Brokerage
business. This integration reflects the increasing collaboration between the two sectors,
including the development of further discretionary portfolio management services for
our clients.
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Management Discussion and Analysis

The Group’s strategy is to continue our transformation into a leading independent
wealth management firm and we have seen signs of encouraging progress in the
resilient performance of the SHK Private business launched one year ago. This
specialised unit was set up to further the Group’s progression into the high net worth
segment.

Commission from wealth management products (including bonds, mutual funds and
investment linked assurance schemes) has also done well, increasing by more than
30%. Despite these successes, weak performance and lowered trading volume in Hong
Kong equities, accounting for 36% of our commissions, saw the segment’s non-interest
revenue drop by 20%.

During the first half of 2012, the Group reduced its exposure in the margin finance
business. Our gross margin loan balance was HK$3.6 billion, down from HK$4.3
billion at the end of 2011. Interest income decreased 33% on a year-on-year basis
to HK$158.5 million, commensurate with the drop in loan balance from the same
period last year. With tight liquidity in the markets, demand for margin loans remained
robust, but in view of the increased risk in writing new loans in this environment, the
Group has adopted a more conservative approach. Bad debts of HK$27.8 million were
incurred during the period which also impacted profitability.

Capital Markets

This segment encompasses our provision of equity and debt fundraising solutions for
corporate and institutional clients, including corporate finance, structured lending,
equity capital markets, and corporate and institutional sales.

Revenue amounted to HK$102.1 million, a 44% decrease from the same period last
year. Contribution to pre-tax profit amounted to HK$30.5 million (2011: HK$110.6
million).

The Group's structured finance unit has been more cautious in writing new loans,
whilst existing loans have been repaid.
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Management Discussion and Analysis

At the end of June 2012, our gross secured term loans balance was HK$891.2 million,
down from HK$1,021.4 million at the end of 2011. Interest income amounted to
HK$66.7 million. HK$20.0 million of bad debt was incurred. The Group's continued
ability to fund our corporate customers will enhance the Group’s relationships and
potentially result in other corporate finance transactions in the future.

Corporate Finance performance reflected the difficult market. For the Hong Kong
capital market as a whole, total funds raised declined 58% to HK$127.1 billion in the
first half of 2012 of which only HK$30.6 billion was raised via IPOs, an 82% decline
on a year-on-year basis. In this environment, the segment’s revenue, excluding interest
income, recorded a decline of 59%), compared to the corresponding period in 2011.

Nevertheless, the Group continued to progress its move into the mid-to-small cap
sectors. During the first half of 2012, our Corporate Finance team was involved in five
IPO sponsorship-related transactions, eight fund-raising exercises and two financial
advisory services.

Consumer Finance

The Group’s consumer finance business is conducted via our 58% owned subsidiary
UAF. UAF is a market leading consumer finance company in Hong Kong with focus
on unsecured personal loans and mortgage loans businesses. It also has extensive
consumer finance loan businesses in major cities in Mainland China. This year UAF
added 11 more branches in the Mainland, bringing the number to 65 (110 including
Hong Kong). All operating Mainland China subsidiaries were profitable during this
period.

Revenue in this segment saw robust growth of 26% to HK$1,213.1 million over the six
months while pre-tax contributions advanced to HK$557.3 million, a 27% increment
over the corresponding period last year. Compared to the end of 2011, our gross loan
balance edged up by 1%, to over HK$8 billion.
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The consumer finance business in Mainland China continued to expand, with the pre-
tax contribution achieving a year-on-year growth of 95%. The gross principal balance
increased by 13.9% in the first half of the year, accounting for 22% of the total gross
principal balance of UAF. Owing to the high level of loan repayments after Chinese
New Year, there are more seasonal changes in the Mainland China loans business
when compared to that of Hong Kong. Taking this into account, we anticipate that
loan growth in Mainland China should accelerate in the second half of 2012.

Number of Branches
in Mainland China
City/Province as at June 2012

Shenzhen 41
Shenyang
Chonggqing
Tianjin
Chengdu
Yunnan
Dalian
Beijing

-k~ U AN U W

Total 65

Total bad and doubtful debt expenses increased from HK$51.5 million at the end
of June 2011 to HK$182.4 million. This was mainly caused by an increase in the
impairment allowances. The annualised ratio of actual bad debts written off (net of
recoveries) as a percentage of gross loans increased from 2.9% to 3.7%. There was
also lower amortisation expenses of intangible assets (from HK$86.5 million to HK$11.2
million in the first half of 2012) acquired with the Group’s acquisition of UAF six years
ago, as the amortisable amounts came to an end.

UAF’s business in Hong Kong performed as expected in the context of a slower
economy with loan business dropping slightly.

SHK Finance mortgage business recorded solid loan principal growth of 14% during the
period. UAF will continue to monitor business risk in view of persistently high property
prices to make sure that mortgage loan borrowers can service their debt.
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Management Discussion and Analysis

UAF will also continue to expand its coverage in Mainland China and negotiations for
further money lending licenses in mainland cities are in progress. In Hong Kong, despite
the competitive environment, UAF's innovative products and services will continue to
serve the more sophisticated demands of the market and achieve growth.

In May 2012 the Group, along with other minority shareholders, participated in a
HK$1 billion rights issue for UAF. With a strengthened capital base, UAF is in a
comfortable position to further its business expansion, with special emphasis on
Mainland China.

Principal Investments

During the first half of 2012, this segment recorded a profit of HK$166.7 million,
compared with a profit of HK$166.4 million during the first half of 2011. This result
included a HK$42.9 million fair value gain on financial instruments.

Other income, at HK$100.4 million, was about 17% lower than in the same period last
year. Of this sum, HK$80.4 million came from a gain on the disposal of our interest
in a Malaysian hotel. The balance reflected mainly gains from the revaluation of the
Group’s investment property portfolio.

With growth rates in Mainland China slowing down and the sovereign debt crisis yet
to be resolved, we will remain prudent in our investment strategy and continue to look
for opportunities to deliver synergies with other business lines.

OUTLOOK

With the onset of the Eurozone recession and a tepid U.S. economic recovery, global
markets have seen increased volatility of late. Whilst it is difficult to assess the impact
on the Group’'s four business segments at this stage, management is confident that
with strong balance sheet supported by our balanced portfolio of businesses, we are
well positioned to capitalise on the continued liberalisation of the mainland market.
The Group remains vigilant on costs and will continue to take a prudent approach
when we seek opportunities for sustained growth.

FINANCIAL REVIEW

Financial Resources and Gearing Ratio
As at 30 June 2012, the equity attributable to owners of the Company amounted to

HK$12,273.5 million, representing an increase of HK$186.0 million or approximately
2% from 31 December 2011.
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The Group continued to maintain a strong cash position and had short-term bank
deposits, bank balances and cash amounting to HK$3,911.2 million (at 31 December
2011: HK$2,736.0 million). The Group's total bank and other borrowings, amount due
to an associate of a holding company, loans due to fellow subsidiaries, and bonds,
amounted to HK$5,923.9 million (at 31 December 2011: HK$6,682.8 million). Of this,
HK$4,229.7 million is repayable within one year and HK$1,694.2 million is repayable
after one year (at 31 December 2011: HK$2,923.5 million and HK$3,759.3 million
respectively).

The Group’s liquidity, as demonstrated by the current ratio (current assets/current
liabilities) decreased to 2.6 times as at 30 June 2012 (at 31 December 2011: 3.5 times).

The Group's gearing ratio calculated on the basis of net debt to the equity attributable
to owners of the Company was approximately 16% as at 30 June 2012 (at 31
December 2011: approximately 33%). Net debt represents the total of bank and other
borrowings, the amount due to an associate of a holding company, loans due to fellow
subsidiaries, and bonds less cash, deposits and cash equivalents.

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

During the period ended 30 June 2012, the trustee of the SHK Employee Ownership
Scheme (“EOQS") acquired 1.4 million shares of the Company through purchases
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) for shares
awarded under the scheme. The Company repurchased 11.5 million shares for a total
consideration (including expenses) of HK$45.6 million. Details regarding share capital
are set out in Note 20 to the condensed consolidated financial statements.

Other than bonds, secured installment loans or borrowings repayable over one year (as
shown in Note 17 to the condensed consolidated financial statements), the Group's
bank and other borrowings and loans due to fellow subsidiaries were on a short-
term basis and in HK dollars and Renminbi as at 30 June 2012. They were charged at
floating interest rates. There are no known seasonal factors in the Group's borrowing
profiles.

The Group is required to maintain foreign currency exposures to cater for its present
and potential investment activities and recurring operating activities, meaning it will
be subject to reasonable exchange rate exposure. The Group closely monitors the risks
that this strategy involves.
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Material Acquisitions and Disposals of Subsidiaries, Associates and Jointly
Controlled Entities

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 revenue and profit or loss is shown in
Note 4 to the condensed consolidated financial statements.

Charges on Group Assets

Listed shares held by the Group with an aggregate value of HK$18.2 million were
pledged for bank loans and overdrafts. Properties of the Group with a total book
value of HK$682.5 million were pledged by subsidiaries to banks for installment loans
granted to them with a total outstanding balance of HK$137.4 million as at 30 June
2012.

Contingent Liabilities

Details regarding the contingent liabilities are set out in Note 24 to the condensed
consolidated financial statements.

HUMAN RESOURCES, LITIGATION AND MANAGEMENT OF
RISKS REVIEW

Human Resources and Training

As at 30 June 2012, the Group's headcount stood at 4,260 (including Investment
Consultants), representing an approximate increase of 46.8% as compared with 30
June 2011. The bulk of this increase stemmed from UAF's business expansion in
Mainland China (including the opening of 25 branches in Mainland China between
July 2011 and June 2012). Staff costs (including Director’s emoluments), contributions
to retirement benefit schemes and expenses recognised for the EOS amounted to
approximately HK$367.3 million (2011: HK$317.5 million).
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The Group operates different compensation schemes to reflect different job roles
within the organisation. For sales staff and investment consultants, the package may
consist of a base pay and commission/bonus/incentive or alternatively, may consist of
commission/incentive. For non-sales staff, the compensation comprises either a base
salary with discretionary bonus/share-based incentive or base salary, as appropriate.

Under the EOS, which was formally adopted on 18 December 2007, selected employees
or directors of the Group (the “Selected Grantees”) were awarded shares in the
Company. Following management’s recommendation, a total of 2,124,000 shares were
granted to the Selected Grantees from April 2012 to June 2012 subject to various
terms including, amongst other things, a vesting scale whereby awarded shares will vest
and become unrestricted over a three-year period. As at 30 June 2012, the outstanding
awarded shares under the EOS (excluding shares awarded, but subsequently forfeited)
amounted to 3,257,000, out of which 554,000 shares were awarded to Directors.

The Group is dedicated to nurturing our people through talent identification, and the
development of skills and competencies. Quality in-house training and development
programmes are provided for frontline sales staff and back office personnel to foster
career development, and enhance staff retention.

Litigation
Details regarding material litigation giving rise to contingent liabilities, namely
proceedings relating to Chang Zhou Power Development Company Limited, a Mainland
PRC joint venture, are set out in Note 24 to the condensed consolidated financial
statements.

Management of Risks
Strong Risk Management Awareness

The Group adopts a comprehensive risk management framework. Risk management
policies and procedures are regularly reviewed and updated to react to changes in
market conditions and the Group’s business strategy. The Risk Management Committee
("RMC"), a standing committee reporting to the Board of Directors, supervises and
scrutinises risk-related policies necessary for monitoring and controlling of the major
risks, spelt out here, arising from the Group's business activities, external changing
risks and regulatory environment.
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Financial Risk Management

The Group’s financial risk management seeks to mitigate market risk (the chance
that the value of an investment will decrease due to movements in market factors,
comprising equity risk, interest rate risk and foreign exchange risk), credit risk (risk
of losses arising if clients or counterparties do not make payments as promised) and
liquidity risk (risk that a given security or asset cannot be traded quickly enough in the
market to prevent a loss or make the required profit). These are further discussed and
outlined in Note 26 to the condensed consolidated financial statements.

Operational Risk Management

Operational risk is defined as the risk of losses resulting from inadequate or failed
internal processes, people, systems or from external events. The Group extends
operational risk to cover potential losses arising from legal and compliance breaches.
Operational risk is managed through establishing robust internal controls, clear lines
of responsibility, proper segregation of duties and effective internal reporting and
contingency planning. Business and operating line management are made fully aware
of their responsibilities for managing operational risks in their business units on a day-
to-day basis. Reviews are conducted on an ongoing basis by Compliance and Internal
Audit, which act independently and report regularly to the Group’s senior management
and the Audit Committee of the Board.

Reputational Risk Management

Reputational risk is related to the trustworthiness of a business. Loss of trust can
result in decline of customer base, revenue erosion, costly litigation and destruction
of shareholder value and damage to the Company’s reputation as a whole. The Group
manages reputational risk through sound corporate governance practices. Group
employees and sales personnel are provided with comprehensive training. Operating
procedures manuals are regularly updated. The responsibilities and duties of staff are
properly segregated. The internal control functions report directly to the Group Chief
Financial Officer who in turn reports to the Group Executive Chairman, and the Audit
Committee of the Board.
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INTERIM DIVIDEND

The Board has declared an interim dividend of HK10 cents per share (2011: HK10
cents per share) for the period under review. 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 12 September 2012. 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 12 October 2012.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 10 September 2012 to 12
September 2012, 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 4:30 p.m. on 7 September 2012.




16

Directors’ Interests

As at 30 June 2012, the interests of Directors in the shares of the Company (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:

(A) INTERESTS IN THE SHARES AND UNDERLYING

SHARES
Number of  Approximate
Shares and % of the
underlying issued share
Directors Capacity Shares capital
Lee Seng Huang Interests of controlled 1,128,363,302 53.78%
corporation (Note 1) (Note 2)
Joseph Tong Tang Beneficiary of trust 134,000 0.006%
(Note 3(a))
Beneficial owner 272,000 0.01%
(Note 3(b))
Peter Anthony Curry Beneficiary of trust 420,000 0.02%
(Note 4(a))
Beneficial owner 39,000 0.001%

(Note 4(b))
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Notes:

1.

Mr. Lee Seng Huang, a Director, together with Mr. Lee Seng Hui and Ms. Lee Su Hwei are
the trustees of Lee and Lee Trust, being a discretionary trust. Lee and Lee Trust together
with Mr. Lee Seng Hui indirectly owned approximately 63.88% interest in the issued share
capital of Allied Group Limited (“AGL") and was therefore deemed to have interests in the
Shares in which AGL was interested.

This refers to the interest in 1,128,363,302 Shares.

(a)

These include the deemed interests in:

@)

(i)

26,000 unvested Shares out of the total of 78,000 Shares granted to Mr.
Tong on 5 May 2010 under the EOS and was subsequently accepted. Such
awarded Shares are subject to a vesting scale in tranches whereby one-third
thereof (i.e. 26,000 Shares) was vested and became unrestricted from 15 April
2011; another one-third thereof was vested and became unrestricted from 15
April 2012; and the remaining one-third thereof shall be vested and become
unrestricted from 15 April 2013; and

108,000 unvested Shares out of the total of 162,000 Shares granted to Mr.
Tong on 13 April 2011 under the EOS and was subsequently accepted. Such
awarded Shares are subject to a vesting scale in tranches whereby one-third
thereof (i.e. 54,000 Shares) was vested and became unrestricted from 15
April 2012; another one-third thereof shall be vested and become unrestricted
from 15 April 2013; and the remaining one-third thereof shall be vested and
become unrestricted from 15 April 2014.

This represents 272,000 Shares out of 307,000 Shares granted under the EOS that
were vested, became unrestricted and the title of which had been transferred to his
beneficiary.

These include the deemed interests in:

(@)

(i)

24,000 unvested Shares out of the total of 36,000 Shares granted to Mr. Peter
Anthony Curry on 29 October 2010 under the EOS and was subsequently
accepted. Such awarded Shares are subject to a vesting scale in tranches
whereby one-third thereof (i.e. 12,000 Shares) was vested and became
unrestricted from 1 November 2011; another one-third thereof shall be vested
and become unrestricted from 1 November 2012; and the remaining one-third
thereof shall be vested and become unrestricted from 1 November 2013;

54,000 unvested Shares out of the total of 81,000 Shares granted to Mr.
Curry on 13 April 2011 under the EOS and was subsequently accepted. Such
awarded Shares are subject to a vesting scale in tranches whereby one-third
thereof (i.e. 27,000 Shares) was vested and became unrestricted from 15
April 2012; another one-third thereof shall be vested and become unrestricted
from 15 April 2013; and the remaining one-third thereof shall be vested and
become unrestricted from 15 April 2014; and
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(B)

(iii) 342,000 Shares granted to Mr. Curry on 13 April 2012 under the EOS and was
subsequently accepted. Such awarded 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 2013; another one-third thereof shall be vested and
become unrestricted from 15 April 2014; and the remaining one-third thereof
shall be vested and become unrestricted from 15 April 2015.

(b)  This represents the Shares granted to Mr. Curry under the EOS that were vested,
became unrestricted and the title of which had been transferred to his beneficiary.

INTERESTS IN THE SHARES AND UNDERLYING
SHARES OF ASSOCIATED CORPORATIONS

Approximate

Number of % of the
Shares and relevant
underlying issued share
Directors Associated corporations Capacity Shares capital
Lee Seng Huang  AGL Trustee (other than a 122,286,492 63.87%
(Note 1) bare trustee) (Note 2)
Allied Properties (H.K.) Limited ~ Interests of controlled  6,107,217,730 89.76%
("APL") corporation (Note 3) (Note 4)
Allied Overseas Limited Interests of controlled 178,042,931 86.71%
("AOL") corporation (Note 5) (Note 6)
SHK Hong Kong Industries Interests of controlled  2,970,189,606 72.23%
Limited (“SHK HK Ind") corporation (Note 7) (Note 8)
Joseph Tong Tang  APL Beneficial owner 120,951 0.001%
(Note 9)
Notes:

1. Mr. Lee Seng Huang, by virtue of his interests in AGL and APL, was deemed to be
interested in the shares of the subsidiaries of AGL (including SHK HK Ind, a listed
subsidiary of AGL) and APL (including AOL, 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 6 August 2012.
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Directors’ Interests

2. Mr. Lee Seng Huang is one of the trustees of Lee and Lee Trust, being a discretionary trust
which indirectly owned 122,286,492 shares of AGL.

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

4. These include interests in (i) 5,101,211,521 shares of APL; and (ii) listed physically settled
warrants of APL giving rise to an interest in 1,006,006,209 underlying shares of APL. The
warrants of APL entitle the holders thereof to subscribe at any time during the period from
13 June 2011 to 13 June 2016 (both days inclusive) for fully paid shares of APL at an initial
subscription price of HK$2 per share (subject to adjustments).

5. This refers to the same interests held indirectly by APL in AOL.

6. These include interests in (i) 149,165,776 shares of AOL; and (ii) listed physically settled
warrants of AOL giving rise to an interest in 28,877,155 underlying shares of AOL. The
warrants of AOL entitle the holders thereof to subscribe at any time during the period
from 4 March 2011 to 4 March 2016 (both days inclusive) for fully paid shares of AOL at
an initial subscription price of HK$5 per share (subject to adjustments).

7. This refers to the same interests held indirectly by AGL in SHK HK Ind.
8. This refers to the interest in 2,970,189,606 shares of SHK HK Ind.

9. These include interests in (i) 100,793 shares of APL; and (ii) listed physically settled
warrants of APL giving rise to an interest in 20,158 underlying shares of APL. The warrants
of APL entitle the holders thereof to subscribe at any time during the period from 13
June 2011 to 13 June 2016 (both days inclusive) for fully paid shares of APL at an initial
subscription price of HK$2 per share (subject to adjustments).

All interests stated above represent long positions. As at 30 June 2012, none of the
Directors held any short positions in the Shares, underlying Shares or debentures of the
Company or any of its associated corporations.

Save as disclosed above, as at 30 June 2012, 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 (the “Listing Rules”).
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Interests of

Substantial Shareholders and Other Persons

As at 30 June 2012, the following shareholders had interests in the Shares and
underlying Shares as recorded in the register required to be kept under Section 336 of

the SFO (the “SFO Register”):

Number of  Approximate

Shares and % of the

underlying issued share

Shareholders Capacity Shares capital

APL Interests of controlled 1,128,363,302 53.78%
corporation (Note 1) (Note 2)

AGL Interests of controlled 1,128,363,302 53.78%
corporation (Note 3) (Note 4)

Lee and Lee Trust Interests of controlled 1,128,363,302 53.78%
corporation (Note 5) (Note 4)

Dubai Ventures L.L.C Beneficial owner 166,000,000 7.84%
("Dubai Ventures"”) (Note 6)

Dubai Ventures Group Interests of controlled 166,000,000 7.84%
(L.L.C) ("DVG") corporation (Note 7) (Note 8)

Dubai Group (L.L.C) Interests of controlled 166,000,000 7.84%
("Dubai Group") corporation (Note 9) (Note 8)

Dubai Holding Investments Interests of controlled 166,000,000 7.84%
Group LLC ("DHIG") corporation (Note 10) (Note 8)

Dubai Holding (L.L.C) Interests of controlled 166,000,000 7.84%
("Dubai Holding") corporation (Note 11) (Note 8)

Dubai Group Limited Interests of controlled 166,000,000 7.84%
("DGL") corporation (Note 12) (Note 8)
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Interests of
Substantial Shareholders and Other Persons

Number of  Approximate

Shares and % of the
underlying issued share

Shareholders Capacity Shares capital

HH Mohammed Bin Rashid Al Interests of controlled 166,000,000 7.84%
Maktoum corporation (Note 13) (Note 8)

Asia Financial Services Interests of controlled 409,920,000 19.54%
Holdings Limited (“AFSH") corporation (Note 14) (Note 23)

Asia Financial Services Group  Interests of controlled 409,920,000 19.54%
Limited ("AFSG") corporation (Note 15) (Note 23)

CVC Capital Partners Asia Il Interests of controlled 409,920,000 19.54%
Limited (“CVC Capital”) corporation (Note 16) (Note 23)

CVC Capital Partners Advisory  Interests of controlled 409,920,000 19.54%
Company Limited (“CVC corporation (Note 17) (Note 23)
Capital Partners Advisory")

CVC Capital Partners Finance  Interests of controlled 409,920,000 19.54%
Limited ("CVC Capital corporation (Note 18) (Note 23)
Partners Finance")

CVC Group Holdings L.P. Interests of controlled 409,920,000 19.54%
("CVC Group Holdings") corporation (Note 19) (Note 23)

CVC MMXII Limited (“CVC Interests of controlled 409,920,000 19.54%
MMXII™) corporation (Note 20) (Note 23)

CVC Capital Partners 2012 Interests of controlled 409,920,000 19.54%
Limited ("CVC Capital corporation (Note 21) (Note 23)

Partners 2012")
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Interests of
Substantial Shareholders and Other Persons

Number of  Approximate

Shares and % of the
underlying issued share
Shareholders Capacity Shares capital
CVC Capital Partners SICAV- Interests of controlled 409,920,000 19.54%
FIS S.A. ("CVC Capital corporation (Note 22) (Note 23)
Partners SA")
Ontario Teachers’ Pension Beneficial owner 122,035,002 5.80%
Plan Board (Note 24)

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 in which AP Emerald was interested.

This represents an interest in 1,128,363,302 Shares held by APL through AP Emerald.

AGL owned approximately a 74.97% interest in the issued share capital of APL and was therefore
deemed to have interests in the Shares in which APL was interested.

This refers to the same interests in 1,128,363,302 Shares held by AP Emerald.

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 63.88% interest in the
issued share capital of AGL (inclusive of Mr. Lee Seng Hui’s personal interest) and were therefore
deemed to have interests in the Shares in which AGL was interested.

This represents an interest in 166,000,000 Shares.

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

This refers to the interests in 166,000,000 Shares 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 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 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 in which DHIG was interested.
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20.

21.

22.

23.

24.

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

This represents an interest through a wholly-owned subsidiary namely Asia Financial Services
Company Limited (“AFSC").

This represents an interest through two of its subsidiaries, AFSH and AFSC.

CVC Capital, acting in its capacity as general partner of CVC Capital Partners Asia Pacific Ill L.P. (the
“Fund”) held an 88% interest in AFSG on behalf of the Fund and was therefore deemed to have
interest in the Shares and the underlying Shares in which AFSG was interested.

CVC Capital Partners Advisory held 100% interest in CVC Capital and was therefore deemed to
have interest in the Shares and the underlying Shares in which AFSG was interested.

CVC Capital Partners Finance held 100% interest in CVC Capital Partners Advisory and was
therefore deemed to have interest in the Shares and underlying Shares in which AFSG was
interested.

CVC Group Holdings held 100% interest in CVC Capital Partners Finance and was therefore
deemed to have interest in the Shares and the underlying Shares in which AFSG was interested.

CVC MMXII was the general partner of CVC Group Holdings and was therefore deemed to have
interest in the Shares and the underlying Shares in which AFSG was interested.

CVC Capital Partners 2012 held 100% interest in CVC MMXII and was therefore deemed to have
interest in the Shares and the underlying Shares in which AFSG was interested.

CVC Capital Partners SA held 100% interest in CVC Capital Partners 2012 and was therefore
deemed to have interest in the Shares and the underlying Shares in which AFSG was interested.

This represents (i) the interest in 341,600,000 Shares; and (ii) the deemed interest in 68,320,000
underlying Shares arising from HK$427,000,000 in face value of warrants issued by the Company
to AFSC pursuant to a Subscription Agreement dated 22 April 2010.

This represents an interest in 122,035,002 Shares.

All interests stated above represent long positions. As at 30 June 2012, no short
positions were recorded in the SFO Register of the Company.

Save as disclosed above, as at 30 June 2012, the Directors are not aware of any other
persons who have interests or short positions in the Shares or 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.
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Corporate Governance and Other Information

CORPORATE GOVERNANCE CODE

During the six months ended 30 June 2012, the Company has applied the principles of,
and complied with, the applicable code provisions of the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) (previously known as Code on
Corporate Governance Practices (the “Former 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 separate and performed by different
individuals. Under the current organisational structure of the Company, the
functions of a CEO are performed by the Group Executive Chairman, Mr. Lee Seng
Huang, in conjunction with the other three Executive Directors, Mr. William Leung
Wing Cheung, Mr. Joseph Tong Tang and Mr. Peter Anthony Curry. The Group
Executive Chairman oversees the Group's principal investments, as well as the
Group's interest in UAF whose day-to-day management lies with its designated
Managing Director. Mr. William Leung leads the overall business of Sun Hung
Kai Financial Limited. Mr. Joseph Tong acts as the CEO of Capital Markets and
Institutional Brokerage, and Mr. Peter Curry oversees the management of the
corporate administrative functions, including finance and budget, internal audit,
compliance and risk management.

The Board believes that this structure spreads the workload that would otherwise
be borne by an individual CEO, 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. The Board also considers that this
structure will not impair the balance of power and authority between the Board
and management of the Company. An appropriate balance can be maintained by
the operation of the Board, which holds at least four regular meetings a year to
discuss business and operational issues of the Group.
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(b)

(o)

Code Provision A.6.7

Following certain amendments made to the Former CG Code with effect from 1
April 2012 (the “CG Amendments”), code provision A.6.7 of the CG Code came
into force on 1 April 2012, which stipulates that independent non-executive
directors and other non-executive directors should attend general meetings and
develop a balanced understanding of the views of shareholders.

Due to other business engagements, some Non-Executive Directors could not
attend the annual general meeting of the Company held on 30 May 2012 and the
extraordinary general meeting of the Company held on 23 July 2012. However, at
the respective general meeting of the Company, there were Executive Directors, a
Non-Executive Director and Independent Non-Executive Directors present to enable
the Board to develop a balanced understanding of the views of the shareholders
of the Company (the “Shareholders”).

Code Provisions B.1.2 (then B.1.3 of the Former CG Code) and C.3.3

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

The terms of reference of the Remuneration Committee adopted by the Company
are in compliance with code provision B.1.3 of the Former CG Code, 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 Executive Directors only and not senior management (as opposed to Executive
Directors and senior management under the code provision). CG Amendments,
including code provision B.1.2 of CG Code (then B.1.3 of the Former CG Code),
now accommodates a model where the remuneration committee performs an
advisory role as to the remuneration packages of the executive directors and senior
management. Accordingly, the revised terms of reference of the Remuneration
Committee adopted to align with the CG Code are in compliance with the
new code provision B.1.2 except that the Remuneration Committee shall 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 new code provision B.1.2).
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The terms of reference of the Audit Committee adopted by the Company are
in compliance with code provision C.3.3 of the Former CG Code, except that
the Audit Committee shall (i) recommend (as opposed to implement under the
code provision) the policy on engaging 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;
(iii) promote (as opposed to ensure under the code provision) co-ordination
between the internal and external auditors; and (iv) check (as opposed to ensure
under the code provision) whether the internal audit function is adequately
resourced. Following the CG Amendments, code provision C.3.3 of the CG Code
remains unchanged and the above-stated deviation in relation thereto applies.

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 31
December 2011. The Board considers that the Remuneration Committee and the
Audit Committee should continue to operate according to their respective terms
of reference as adopted and amended by the Company. The Board will review the
Terms of Reference at least annually and make appropriate changes if considered
necessary.

Except as stated above, following the CG Amendments, the Company has continued to
comply with the applicable code provisions of the CG Code and also adopted a revised
set of corporate governance documentation which is in line with the new applicable
code provisions of the CG Code. In summary, the Company, while adopting the
applicable code provisions in the CG Code, has made enhancement in the following

major areas:
1. the Board shall perform the corporate governance duties for the Group;

2. a Nomination Committee was set up with a majority of its members being
Independent Non-Executive Directors; and

3. a Shareholders’ Communication Policy was adopted by which the Shareholders
can communicate with the Company and the Board.
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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, Group Executive Chairman

— Monthly salary increased by 2.5% as from 1 January 2012.

— Resigned as a non-executive director of East West Resources PLC (formerly known
as Ambrian Capital PLC) with effect from 18 July 2012.

Mr. Joseph Tong Tang, Executive Director
— Monthly salary increased by 2.5% as from 1 January 2012.
— The payment of the bonus for the year 2011 has been deferred.

Mr. Peter Anthony Curry, Executive Director

— Monthly salary increased by 2.5% as from 1 January 2012.

— Appointed as a non-executive director of East West Resources PLC, a company
listed on the Alternative Investment Market of the London Stock Exchange, with
effect from 18 July 2012.

Mr. Ho Chi Kit, Alternate Director to Mr. Roy Kuan (a Non-Executive Director)
— Appointed as a non-executive director of C.banner International Holdings Limited,
a company listed on the Stock Exchange, on 15 June 2012.

For all Independent Non-Executive Directors
— Annual consultancy fee increased by approximately 3% with effect from 1 January
2012.

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 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

During the six months ended 30 June 2012, the Company repurchased a total of
11,456,000 shares on the Stock Exchange at an aggregate consideration (before
expenses) of HK$45,082,520. All the repurchased shares were subsequently cancelled.

Particulars of the repurchases are as follows:

Aggregate

Number consideration

of shares Purchase price (before

Month repurchased Highest Lowest expenses)
(HK$) (HK3) (HK$)

January 856,000 4.09 3.97 3,432,520
April 10,600,000 4.00 3.90 41,650,000
11,456,000 45,082,520

The repurchases were made for the benefit of the Company and its shareholders as a
whole with a view to enhancing the earnings per share of the Company.

Save as disclosed above, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s shares during the six months ended 30 June
2012.
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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 2012. 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 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
Group Executive Chairman

Hong Kong, 23 August 2012
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Independent Review Report

B ERWE

Deloitte.
=2

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

INTRODUCTION

We have reviewed the condensed
consolidated financial statements of Sun
Hung Kai & Co. Limited (the “Company”)
and its subsidiaries (collectively referred to
as the “Group”) set out on pages 62 to 116,
which comprises the condensed consolidated
statement of financial position as of 30
June 2012 and the related condensed
consolidated income statement, condensed
consolidated statement of comprehensive
income, condensed consolidated statement
of changes in equity and condensed
consolidated 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 these preparation and
presentation of the condensed consolidated
financial statements in accordance with
HKAS 34. Our responsibility is to express a
conclusion on these condensed consolidated
financial statements 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 these condensed
consolidated financial statements 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 condensed consolidated financial
statements are not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 23 August 2012
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Condensed Consolidated Income Statement

GEE R €

Six months ended

NEBEEZE
30.6.2012 30.6.2011
Unaudited Restated
REER =]l
Notes HK$ Million HK$ Million
BisE BEBTT BAEBIT
Revenue (turnover) Was (& %58) 1,773.8 1,743.9
Other income H bl A 5 103.8 137.8
Total income U ER 1,877.6 1,881.7
Brokerage and LSS
commission expenses HeEH (88.8) (104.7)
Direct cost and operating B #ERA K
expenses K=ER (40.4) (130.3)
Administrative expenses BEIEEF (665.2) (565.4)
Net profit (loss) on B T A las
financial instruments (518 ) F5 6 53.7 (32.9)
Net exchange gain or loss HE ¥ 1855 9.7 2.2
Bad and doubtful debts REZER 7 (230.2) (56.1)
Finance costs & AR (80.0) (74.2)
Other expenses HtmEMR (6.2) (2.8)
830.2 917.5
Share of results of associates Fr{EHE & A T 245 2.0 10.7
Share of results of jointly Btk E#2 4]
controlled entities YNGIE -1 0.2 1.1
Profit before taxation R B Al o A 8 832.4 929.3
Taxation I8 9 (126.9) (150.7)
Profit for the period 2 B A 705.5 778.6
Profit attributable to: FEAER A :
— Owners of the Company — — AN AR 514.3 618.7
— Non-controlling interests ~ — JE1EA&#ERS 191.2 159.9
705.5 778.6
Earnings per share BRAF 11
— Basic (HK cents) — EARCEM) 24.5 29.3
— Diluted (HK cents) — #EOB) 24.5 29.3
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Six months ended

~EAZEEZ
30.6.2012 30.6.2011
Unaudited Restated
RS EZ =7
HK$ Million HK$ Million
BHEBT BEAT
Profit for the period S HA 5 F 705.5 778.6
Other comprehensive Hit 2wz
income
Available-for-sale A ERE
investments
— Net fair value changes — RHARTE
during the period B )R (7.9) 4.5
— Reclassification — A S R
adjustment to profit or 2R EREY
loss on disposal SO HEFE (43.6) (1.5)
(51.5) 3.0
Exchange differences EFIN
arising on translating ET5H
foreign operations BE b, 2= (33.6) 46.8
Reclassification adjustment B & — A
to profit or loss on N AR
liquidation of a jointly W ek AR FO EE 3T
controlled entity DB — (0.2)
Revaluation gain on PR B 2 ) 32
properties transferred BE K
from property and B
equipment to investment KEMER
properties EpylE — 146.0
Deferred tax relating to H 2wk
components of other RS 2B
comprehensive income FIRAE R TH — (0.1)
Other comprehensive R BiIEZ
income for the period, 2N ELAh
net of tax 2 E W E (85.1) 195.5
Total comprehensive ZNHR 2 T W as
income for the period iz 620.4 974.1
Total comprehensive PR 2
income attributable to: @
— Owners of the Company — AR AIRRE 443.8 795.8
— Non-controlling interests ~ — JFEIEARfERS 176.6 178.3
620.4 974.1
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BLES R 2 S

30.6.2012 31.12.2011
Unaudited Audited
RACEL KEIZ
Notes HK$ Million HK$ Million
B & BERRT BEBTL
Non-current Assets FRBEE
Investment properties REYE 729.4 714.0
Leasehold interests in land ~ FA& +iikEzs 9.8 10.0
Property and equipment LEYSE L 241.0 220.6
Intangible assets BREE 1,012.9 1,023.5
Goodwill FEES 2,384.0 2,384.0
Interest in associates NG 58.5 56.7
Interest in jointly controlled  F£[FEI¥2H|A &)
entities W 122.1 122.1
Available-for-sale investments A i &£ & & 12 157.4 316.2
Statutory deposits EERE 22.4 26.9
Deferred tax assets EERBEEE 100.6 92.7
Amounts due from associates B A &) /K BE 51.3 51.3
Loans and advances to FLAT R
consumer finance customers B G EHK 13 3,038.0 2,972.6
Deposits for acquisition of ~ BEREHZ
equipment and other me REAM
receivables FEUBR 32.1 36.5
Financial assets at fair value  &EiBUESERIZ A F(E
through profit or loss FIRRRIBI TS & 14 240.3 236.7
8,199.8 8,263.8
Current Assets REEE
Amounts due from associates B4 /A &) /K R 12.4 12.5
Loans and advances to LAMBRR
consumer finance customers BERRER 13 4,549.0 4,583.5
Financial assets at fair value  FEBUGSERIZRATAE
through profit or loss HIRRMBI TS EE 14 462.0 536.0
Trade and other receivables &2 NREAMBEWE 15 5,340.3 6,345.7
Taxation recoverable FEUR T IA 19.8 16.9
Cash, deposits and cash Be - Tk
equivalents REEEY 16 3,911.2 2,736.0
14,294.7 14,230.6
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4R S B AR R &R
30.6.2012 31.12.2011
Unaudited Audited
RACEL KEIZ
Notes HK$ Million HK$ Million
B &E BERRT BEBTL
Current Liabilities REBEE
Dividend payable JERTRE B (210.8) —
Bank and other borrowings  $R7T & E &k 17 (3,805.3) (1,646.4)
Trade and other payables KERHMEMNE 18 (849.9) (1,023.7)
Financial liabilities at # B R
fair value through ZATETIER
profit or loss B EE (39.2) (14.9)
Amount due to an associate AR 22 A 7 B &
of a holding company NGNS (24.4) (24.7)
Amounts due to fellow EES =N
subsidiaries and a holding P&l NG
company 1 19 (403.8) (1,256.2)
Amounts due to associates B A R EBE (1.8) (2.2)
Provisions i (31.0) (46.5)
Taxation payable FERIFiTE (139.2) (100.6)
(5,505.4) (4,115.2)
Net Current Assets RBEEEE 8,789.3 10,115.4
Total Assets less Current AEERRE
Liabilities =L 16,989.1 18,379.2
Capital and Reserves EAXRFE
Share capital AR A 20 419.6 421.9
Reserves i 11,853.9 11,665.6
Equity attributable to PN &
owners of the Company FEfh R 12,273.5 12,087.5
Non-controlling interests IR AE 2,799.8 2,315.5
Total Equity 4 15,073.3 14,403.0
Non-current Liabilities FRBEE
Deferred tax liabilities RIS & 209.4 204.6
Bank and other borrowings  $R7T R H &% 17 1,166.4 3,203.5
Provisions KM 12.2 12.3
Bonds &% 21 527.8 555.8
1,915.8 3,976.2

16,989.1 18,379.2
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Condensed Consolidated Statement of Changes in Equity
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Condensed Consolidated Statement of Changes in Equity
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Condensed Consolidated Statement of Cash Flows

BHGERERER

Six months ended

~MEAKEEZE
30.6.2012 30.6.2011
Unaudited Unaudited
RISER RSB
HKS$ Million HK$ Million
BEER BEET
OPERATING ACTIVITIES ez
Cash from (used in) operations KEpmE(rm)RE
— Decrease (increase) in trade — 2 N E A R AR
and other receivables (35 n) 960.0 (816.0)
— Increase in loans and — A
advances to consumer EREX
finance customers N BRI N (225.4) (1,108.7)
— Other operating cash flows — HiiiE R enE (453.2) (367.3)
281.4 (2,292.0)
Interest received BRI 1,441.4 1,293.6
Dividends received from held BB IEEE
for trading investments ®EMRE 1.2 1.5
Interest paic ERFE (68.1) (77.9)
Taxation paid RIBAT (94.3) (70.5)
Net cash from (used in) RETEF S
operating activities (FrR)RE A 1,561.6 (1,145.3)
INVESTING ACTIVITIES REFE
Purchase of property and E%Z\fﬂ%&
equipment RiE (45.1) (30.8)
Purchase of intangible assets BABTEE (5.7) (9.4)
Repayment from associates NG — 0.2
Dividends received from LK HR s 8 A A
associates s N — 12.5
Advance to a jointly controlled ERE L RES
entity o T (0.7) (0.7)
Liquidation of a jointly BB EES
controlled entity NG| ) — 0.9
Dividends received from U B A i
available-for-sale investments LENKE 0.1 4.0
Purchase of available-for-sale BARHDE
investments. RE — (50.0)
Proceeds on disposal of HEAHEERE
available-for-sale investments Fi{5KIA 183.9 7.6
Net refund (payment) of EERB RO
statutory deposits by 4.4 (57.2)
Payment of deposits for BERE
acquisition of equipment L . (9.4) (25.5)
Purchase of long-term financial B A TE /3% 18 e
assets designated as at fair BRI A FE SRS
value through profit or loss LEHEBEE (2.4) =
Proceeds on long-term financial & 555 B K25 BR
assets designated as at fair A AR = H
value through profit or loss I EEPTS R 2.2 =
Fixed deposits with banks EIR (R IRTEH
withdrawn (placed) T 251.2 (87.2)
Net cash from (used in) RIRETEF TS
investing activities (FrA)BREFE 378.5 (235.6)
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Six months ended
NMEBBEEZE
30.6.2012 30.6.2011
Unaudited Unaudited
REGEX REERZ
HK$ Million HK$ Million
BEBT BEAT
FINANCING ACTIVITIES BMEED
Dividends paid &% 8 4 — (313.2)
Dividends to non-controlling T IEERER 2
interests & & (109.2) —
Capital contribution by FEERR R IE A
non-controlling interests [N 416.9 =
Net short-term bank and other (B32)IREVE BRI T
borrowings (repaid) raised R A 8R0S FR (233.1) 730.7
New long-term bank and other  12EUREIRTT &
borrowings raised HAb AR 354.0 774.2
Repayment of long-term bank EERHRTT
loans &k (8.7) (8.7)
Issue of bonds BITES — 531.8
Redemption of bonds fE &5 (21.6) =
Repayment of short-term loans  {E3& 7 /R [ Z /8
due to a fellow subsidiary RE|EHER (850.0) —
Purchase of shares for the SHK METBEEB RN
Employee Ownership Scheme ﬁ*i'iﬂﬁﬁﬁ%)\ﬁlﬁ%\ (5.6) (12.3)
Shares repurchased and cancelled  [B188 & &+ #5 8% 19 (45.6) (0.2)
Net cash (used in) from REVESEE (FTA)
financing activities IR FE (502.9) 1,702.3
Net increase in cash and ReRELEEY
cash equivalents ¥ hnFEE 1,437.2 321.4
Cash and cash equivalents BM1B1ENEESR
at 1 January ReZEY 1,795.1 2,177.7
Effect of foreign exchange rate SN[ R B &
changes R E (7.5) 10.8
3,224.8 2,509.9
Cash and cash equivalents at A6 H30EHMEE
30 June, represented by RREEEY
Cash and cash equivalents HEeRBESEEY 3,224.8 2,509.9
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Notes to the Condensed Consolidated Financial Statements

BL SR B

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 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.

1.
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SUMMARY OF
SIGNIFICANT
ACCOUNTING POLICIES
(CONTINUED)

During the period, the Group adopted
certain amendments to Standards that
are mandatory effective for the Group’s
financial year beginning on 1 January
2012 except that the Group had early
adopted the amendments to HKAS 12
“Deferred Tax: Recovery of Underlying
Assets” as mentioned in Note 3 below.
The adoption of the amendments to
Standards has had no material effect on
the condensed consolidated financial
statements of the Group for the current
and prior accounting periods. Except
as mentioned in Note 3 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 2011.

2. EEETHERME @
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FE o BRUATMIFE3 ATt AN » R
AR A M B REMRA 2 S5t
BR - 2 A RANRFTEFTEER
HlEEA E2011F12 8318 1
FREMERERIIAAE B -




Notes to the Condensed Consolidated Financial Statements

R AR & MR M

3. RESTATEMENT OF 3. EJBEF

COMPARATIVES

In 2011 interim period, the net profit
(“Net Profit”) and net loss (“Net Loss")
on financial assets and liabilities at
fair value through profit or loss were
classified under other income and other
expenses respectively. Net exchange
gain or loss was classified under other
income or other expenses respectively.
In preparing the consolidated financial
statements for the year ended 31
December 2011, Net Profit and Net
Loss were netted against each other
and presented as a separate item in
the consolidated income statement.
Net exchange gain or loss was also
presented as a separate item in the
consolidated income statement.
Accordingly, the comparatives of
the condensed consolidated income
statement in respect of the period
ended 30 June 2011 have been
restated: Net Profit and net exchange
gain in a sum of HK$8.0 million and
Net Loss of HK$38.7 million were
reclassified out of other income and
other expenses respectively.
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3. RESTATEMENT OF

COMPARATIVES (conTINUED)

In preparing the consolidated financial
statements for the year ended 31
December 2011, the Group had
adopted the amendments to HKAS
12 retrospectively in advance of
its mandatory effective date of 1
January 2012. The adoption resulted
in a change in accounting policy. The
impacts to the period ended 30 June
2011 as a result of the adoption were a
decrease in taxation and an increase in
profit for the period of HK$18.1 million,
a net increase in other comprehensive
income on exchange reserve and
revaluation reserve of HK$23.7 million
and an increase in basic and diluted
earnings per share of HK0.9 cents. The
adjustments to the opening balance
as at 1 January was disclosed in the
consolidated financial statements for
the year ended 31 December 2011.

In the current period in segment
information, Asset Management
segment was integrated into Wealth
Management and Brokerage segment.
The comparatives of the segment
information are restated to conform to
the current period presentation.

3. ESLbEEF @)

R4 Hl & 22011412 A 31 EI
IEEEZHEEVMBRER - &5
FEHKAS 12 Z{E IER) 58 & £ A
BR(B120124 1 A1 H ) A1 38 ¥ &%
qu%krt KMz EER st

o MIRMZBELER
2011@6)%30E|JLH}%ﬁZE/g
7 BIB 2R R AN ER s ) 2 48
MAE181EEBT  RIEXFHE
I2 & 4 2 Hofh 2 E a2 N
FEAR23.7BER T UEREK
BEARRESEZ R MN0.9L - ¥
1TATVBHYZAZRERERER
201MF12A31BIEEEZHEA
B RS ERE A ©

RABESDEER T BEEER
DHEEMANEEIE KL ETR
DIEA - BEEAM2H A -
DIHER Z LLBETE FIAES o
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4. SEGMENT INFORMATION 4. pIEER

The following is an analysis of the KT AEsBERERSEEEZ D
segment revenue and segment profit or T -
loss:

Six months ended 30 June 2012

~EREEZ01256A308
Wealth
Management
and Capital ~ Consumer Principal
Brokerage Markets Finance  Investments Total
HEEER

FEE 3 EXTE hABE IZRE g
HKS Million ~ HKS Million ~ HKS Million ~ HKS Million  HKS Million
BERT BEAT BEET BERT BERT

Brokeragelcommission revenve A& ESME 2387 136 - 02 2525
Non brokerage/commission JHER

revenue Reka 1971 88.5 12131 57.6 1,556.3
Segment revenue e 4358 102.1 12131 578 18088
Less: inter-segment revenue e (28) - - (322) (35.0)

Seqment revenue from external  REASNIERE)

customers PENG 4330 1021 12131 25.6 117138
Segment profit o loss AEER 15. 305 557.3 166.7 830.2
Share of resulfs of associates il N - - - 20 20
Share of results of jointly FifRREGAR

controlled entities 4 | 18 - - (1.6) 0.2
Profit before taxation BiaRA 715 30.5 557.3 167.1 8324
Included in seqment profit BEEAE

or loss; B&A:

Interest income FIEHA 1585 66.7 1,207.6 17 14445
Other income A 11 0.1 22 100.4 103.8
Net gain (loss) on finandial %ﬁﬁﬂ%lﬁﬁﬁ%

instruments 15.1 (43) - 29 5.7
Net exchange gain or loss 2 (0.4) 21) 141 (1.9 9.7
Bad and doubtful debts R (279) (20.0) (1824) - (230.2)

Finance costs HERNA (3.5) - (147) (18) (80.0)
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SEGMENT INFORMATION 4. 7THER @)

(CONTINUED)
Six months ended 30 June 2011 (restated)
~EABER201156A30R(Z3))
Wealth
Management
and Capital ~ Consumer Principal
Brokerage Markets Finance  Investments Total
HEEER \ \
RS &4z TLARTE TERE a8
HKS Millon — HKS Millon — HKS Milion ~ HKS Milion  HKS Million
AEAT BEAT BEAT ABRT BEAT
Brokerage/commission revenue  EES A 3027 123 - 03 3153
Non brokerage/commission el
revenue Fela 2713 169.6 961.9 60.5 1.469.3
Segment revenue plie 580.0 1819 919 608 17846
Less: inter-segment revenue B DERENE (1.0) (0.1) - (39.6) (%0
Segment revenue from extemal -~ REJNIBEZA
customers le 579.0 181.8 961.9 N2 17439
Segment profit or loss PR 2008 1106 4397 166.4 9175
Share of results of associates  FrABEAAIEE = - = 107
Share of results of jointly HiEARESANE
contralled entities < 16 - - (05) 1.1
Profit before taxation Bitarad 2024 1106 4397 1766 9293
Included in seqment profit BEEAE
orloss: g
Interest income HEMA 2313 959 957.0 44 1,946
Other income At 20 36 13 1209 1318
Net gain (loss) on finandial %ﬁﬁﬂ%lﬁmé
instruments 08 (384) - 47 (329)
Net exchange gain or loss 13 58 (27.6) 127 22
Bad and doubtful debts (46) - - (56.1)

Finance costs
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SEGMENT INFORMATION 4. pIEER @)
(CONTINUED)
The geographical information of Wz it BRI T

revenue are disclosed as follows:

Six months ended
NMEREEZE
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEBTT BEBIT
Revenue from external R EINEDRER A
customers by location U 55 (LAAE &
of operations #77)
— Hong Kong — &b 1,361.1 1,525.2
— Mainland China — ER 407.1 217.6
— Others — Hfb 5.6 1.1
1,773.8 1,743.9
OTHER INCOME 5. HE#l A
Six months ended
NMEREEZE
30.6.2012 30.6.2011
Restated
=5
HK$ Million HK$ Million
BEBTT BEBT
Net realised profit BRI EHE
on disposal of & & g A
investments FEE
— Disposal of available- — — HEA[#HE
for-sale investments B& 82.6 2.4
Increase in fair value of REYEANTE
investment properties N 16.5 126.9
Miscellaneous income HMETE UL A 4.7 8.5
103.8 137.8
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GLEEE RS e
6. NET PROFIT (LOSS) ON 6. BT EKE(BE)ZF
FINANCIAL INSTRUMENTS £

The following is an analysis of the net
profit (loss) on financial instruments at
fair value through profit or loss:

AT RE BN SRR A TFEY KR
W BTAKS(EER)FEZD
#r

Six months ended
NEAZEEZE
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEETT BEATT

Net realised and
unrealised profit on
derivatives

Net profit on other
dealing activities

Net realised and
unrealised profit (loss)
on trading in equity
securities

Net realised and
unrealised loss on
financial assets
designated as at fair
value through profit
or loss

MTETABRER
KR 3B g A
R

Hip EEEE
it Al B

AR
BHRBERK
R BRE R
(BR)EFR

EE BB
W fRIZ
NHETIR
MBEED
ABRARAE
BERFER

6.1 4.5
0.6 1.3
47.5 (24.7)
(0.5) (14.0)

53.7 (32.9)
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7. BAD AND DOUBTFUL 7. REZEE
DEBTS
Six months ended
NEAKEZR
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEBT BHEBIT
Loans and advances INNEY R
to consumer finance EFEER
customers JNEEN
— Reversal of — REEE
impairment loss [0 — 47.7
— Impairment loss — REEE (182.4) (99.2)
(182.4) (51.5)
Trade and other 4R EAh
receivables e AR
— Impairment loss — BEEBE (47.8) (4.6)
(230.2) (56.1)
The amounts written off in allowance 6 R 1B 55 1 M 8E DA ST S AL A B 75
of impairment against the loans EFPERRBRZEER179.1
and advances to consumer finance BEBIT(20114F 12438835
customers were HK$179.1 million TL) * R EREEE AR EFLA
(2011: HK$124.3 million). Recoveries MBEEFPERRBARRIISES
of loans and advances to consumer BIT(2011 4 - 251 B8HBT) °

finance customers credited to allowance
of impairment were HK$31.5 million
(2011: HK$25.1 million).
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PROFIT BEFORE 8. BR®ADZHF
TAXATION
Six months ended
NEBZEEZE
30.6.2012 30.6.2011
HKS$ Million HK$ Million
BEAT BEAT
Profit before taxation has bR 5B & A
been arrived at after EErA
crediting (charging): ($0BR) :
Dividends from listed EEE
investments % & 1.2 .5
Dividends from unlisted ELETHIRE
investments (9= 3.3 8.2
Interest income FE WA 1,444.5 1,294.6
Amortisation of leasehold BIHEE
interests in land TR (0.2) (0.2)
Depreciation of property I EYS A
and equipment e (26.1) (24.1)
Amortisation of intangible 1 44 72
assets BE
— Computer software — BRI
(included in (RIEEER
administrative expenses) BHA) (14.6) (11.5)
— Other intangible assets ~ — H @R EE
(included in direct (PEEEE
cost and operating PR RIS & B
expenses) AR (11.2) (86.5)
Interest expenses FEER (77.9) (64.1)
Net loss on disposal S AR A I T
of equipment and BERE
intangible assets F R (0.1) (2.8)
Share of taxation of Pkl NG|
associates and jointly N [E 42
controlled entities NE)FIE (1.6) (3.3)
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9. TAXATION 9. BIE
Six months ended
NEBEEZE
30.6.2012 30.6.2011
Restated
=5
HK$ Million HK$ Million
BEET BEBT
Current tax & AR A
— Hong Kong — &F 95.8 119.5
— Other jurisdictions — Hbh A= 38.3 22.9
134.1 142 .4
(Over) under provision in  RTER#EE (A%E)
prior years T2 (4.0) 10.2
130.1 152.6
Deferred tax EIERTIA
— Current period — ZNHR (3.2) (1.9)
126.9 150.7

Hong Kong profits tax is calculated
at the rate of 16.5% (2011: 16.5%)
on the estimated assessable profits
for the period. 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.

EBFERIIZRBEAAN G T ER
it s A 32 B & 16.5% (2011 4F ¢
16.5%) 5 & o E i 8] )% #1 [& /Y
B AR REA A A ER TS
- BEECEEEERE AL
RAIFITHEE -
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10. DIVIDEND 10. RE

Six months ended
NMERHEEE
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEET BEETT

Dividends recognised as AR A R
distribution during the V=Fanid:s)

period SN
— 2011 final dividend of ~— 2011 F KRB E

HK10 cents (2010: SR 10741

HK18 cents) per share (20104F = 18781l 210.8 319.6
Subsequent to the end of the interim RAEHFERR  EESEMHIK
reporting period, the Board of Directors EhHRE S RKRI0%E L2011
has declared an interim dividend of £ GR1081I) - 8% /2131
HK10 cents per share (2011: HK10 cents BEBITQ011F :211.88EE
per share) amounting to HK$213.1 70) ° P AR B AR B 7 FUK
million (2011: HK$211.8 million). The - IRRAIRE A 3 2 BB AR B2
interim dividend will be paid in the form BREMERE -

of scrip, with the shareholders being
given an option to elect cash in respect
of part or all of such dividend.
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11. EARNINGS PER SHARE M. sR2%
The calculation of basic and diluted NN Y L e S ) = YV E
earnings per share attributable to the SEAF TR TERETE

owners of the Company is based on the
following information:

Six months ended
~EAZEEE
30.6.2012 30.6.2011
Restated
£l
HK$ Million HK$ Million
EX- i BEAT
Earnings B F
Earnings for the purpose RMUETE
of basic earnings per FREZR
share and diluted Rl DSE =il
earnings per share #Ear
(profit for the period Z BT (AR F]
attributable to owners fRER pE(S
of the Company) ANERRF) 514.3 618.7
Million Million
Shares Shares
BER ER
Number of Shares B2
Weighted average number — A E S
of ordinary shares for ERBAHY
the purpose of basic o3 A% N
earnings per share AR EL 2,099.7 2,114.1
Effect of dilutive potential B S AR
ordinary shares: R 2 :
— Warrants — RARREE — —
— Shares held for the SHK ~ — mt#BEES
Employee Ownership BinvE A 5t 2l
Scheme [iESE=R:0 4 — =
Weighted average number AT E &R
of ordinary shares for BE AR
the purpose of diluted - 3m A% Nt
earnings per share S5 iR ER 2,099.7 2,114.1
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12. AVAILABLE-FOR-SALE 12. A EHERE

INVESTMENTS
30.6.2012 31.12.2011
HK$ Million HK$ Million
BEET BEAT
Listed equity investments REFEEITH
issued by corporate ETRERE
entities, at quoted price BB
— Listed outside — BB
Hong Kong £ 20.1 31.0
Unlisted equity R EEITH
investments issued by I T A
corporate entities, ®E
at fair value EAFE
— Macau shares — SRR 42.6 42.3
— Shares in overseas — BIMNGEES
investment funds f& 1D 24.7 31.2
67.3 73.5
Unlisted equity R EEITH
investments issued by I T A
corporate entities, at ®E
cost less impairment &R ERR(E
— Hong Kong shares — BBERMD 0.4 0.4
— Overseas shares — BN 69.6 211.3
70.0 211.7
157.4 316.2
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13.LOANS AND ADVANCES
TO CONSUMER FINANCE

TA

11&A%%§ﬁ§%&ﬂ

CUSTOMERS
30.6.2012 31.12.2011
HK$ Million HK$ Million
BEBT BAEBIT
Loans and advances FAABT TS
to consumer finance EFER
customers RETK 8,026.9 7,961.8
Less: impairment allowance ¥ : F{E RS
— Individually assessed — B AT — (0.1)
— Collectively assessed — A FHE (439.9) (405.6)
7,587.0 7,556.1
Analysed for reporting ARG ERATE
purposes as: DA
— Non-current assets — EREBEE 3,038.0 2,972.6
— Current assets — MBEE 4,549.0 4,583.5
7,587.0 7,556.1
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14. FINANCIAL ASSETS AT
FAIR VALUE THROUGH
PROFIT OR LOSS

14%@W§E§ﬁ$ﬁﬂ

30.6.2012 31.12.2011
HK$ Million HK$ Million
BEERT BEATT
Held for trading BIEEERE -
investments, at BRE
quoted price
Equity securities listed in  fE&S ki AUA%4E
Hong Kong 875
— Issued by corporate — BE
entities 1T 231.7 173.5
— Issued by banks — BEIRTTELT 20.7 94.7
— Issued by public utility —— BALHE
entities BT 3.0 1.2
Equity securities issued by HI{P¥EE1T 2
corporate entities listed SN BT AR
outside Hong Kong & 5 77.0 124.1
Warrants, futures and BB LmrRR
options listed in TEE - HE R
Hong Kong AR 2.1 1.3
Unlisted bonds I ETES 6.7 23.8
341.2 418.6
Held for trading BEEERE -
investments, at fair BRATE
value
Equity securities issued by T2
corporate entities listed SN BT AR
outside Hong Kong 755 55.7 —
Equity and currency over SINEBEZREN
the counter derivatives EESTET R 7.7 1.5
Unlisted overseas warrants 3E 1 898 982 R%
and options 5 & HRfE 0.1 0.1
Unlisted bonds 3E LTS 39.7 33.8
103.2 35.4
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14. FINANCIAL ASSETS AT
FAIR VALUE THROUGH

PROFIT OR LOSS (conTINUED)

30.6.2012 31.12.2011
HK$ Million HK$ Million
BEAT BEBIT
Investments designated 2E&EBWRR
as at fair value BEAFEYIER
through profit or loss I ERT
issued by corporate WiRE
entities, at fair value BAFE
Unlisted overseas JE_Em/EINA]
redeemable convertible HE O] ] B4t
securities EoEs 50.0 50.0
Equity securities in JEETBINEE
unlisted overseas E R E
investment funds Bk 207.9 268.7
257.9 318.7
702.3 772.7
Analysed for reporting AIRE B BFTED
purposes as: DT
— Non-current assets — ERBEE 240.3 236.7
— Current assets — MEEE 462.0 536.0
702.3 772.7
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15.TRADE AND OTHER 15. B&E R HE b FEUWER

RECEIVABLES

30.6.2012 31.12.2011
HK$ Million HK$ Million
BHEBT BEBT
Trade receivables — B FEIRAR —
accounts receivable from REFT -
exchanges, brokers and RS
clients JiE WS AR 829.2 843.3
Less: impairment allowance I : JR{E B (19.0) (19.3)
810.2 824.0
Secured term loans BIEIRE HER 891.2 1,021.4
Less: impairment allowance  J& : Jai{E & # (76.6) (56.6)
814.6 964.8
Margin loans B 3,572.4 4,343.0
Less: impairment allowance  J& : JBi{E & #5 (93.8) (66.0)
3,478.6 4,277.0
Deposits Re 69.8 66.8
Dividend receivable on REPUELZ
behalf of clients JEUAR B — 51.9
Claims from counter MR SHEF2
parties, receivable from R~ B
sale proceeds and other HERER
receivables A U AR 154.6 1491
Less: non-current portion B B EYER 2
of other receivables EmEN I D (8.1) (7.8)
216.3 260.0
Trade and other g 2 B e
receivables IR - 1R G
at amortised cost B 5,319.7 6,325.8
Prepayments SEANE-93E 20.2 19.5
Current portion of leasehold & + itz
interests in land K7 EEB 0.4 0.4
5,340.3 6,345.7
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15. TRADE AND OTHER
RECEIVABLES (conTINUED)

15. K& & HEUWER @)

The following is an ageing analysis of UTAKER EMmEWRERERGEE
the trade and other receivables based BUARE EEEEAHTER
on the date of invoice / contract note at BRER DA ¢
the reporting date:
30.6.2012 31.12.2011
HK$ Million HK$ Million
BEERT BEBTT
Less than 31 days PR31K 758.2 761.4
31 - 60 days 31 - 60K 2.8 2.8
61 — 90 days 61 -90K 1.8 94.0
Over 90 days 90 R _E 81.8 32.3
844.6 890.5
Term loans, margin AR IS 2 5 HA
loans, and trade and B3R« BHGR
other receivables DA Re 48 88 J2
without ageing H At fE U AR 4,685.1 5,597.1
Impairment allowances  JR{E R (189.4) (141.9)
5,340.3 6,345.7
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IGLEEERSE T EL
16. CASH, DEPOSITS AND 16.B€ - GRARREEE
CASH EQUIVALENTS Y

30.6.2012  31.12.2011
HKS$ Million  HKS$ Million
BEERT BEBTT

Bank balances and cash RITHEGFRAS

Fixed deposits with HRA3EAR
banks with a term 2 8R1TTE A
within 3 months TR

Cash and cash ReE MRS
equivalents Z£EY

Fixed deposits with HRR4E
banks with a term 122BARZ
between 4 to 12 #R177E B
months TR

1,129.9 893.6
2,094.9 901.5
3,224.8 1,795.1

686.4 940.9
3,911.2 2,736.0

The Group maintains trust and
segregated accounts with licensed
banks to hold clients’ deposits arising
from normal business transactions. At
30 June 2012, trust and segregated
accounts not dealt with in these
condensed consolidated financial
statements totalled HK$5,197.0 million
(31/12/2011: HK$5,019.5 million).

FERFRRITEEELTREL
RFE W AELAEELE M
EREFPEEHFER KR20125F6
A308 @ WA BIEEAGHLE
BB RENEERBILERES K
5,197.08 & & (2011 F 12 A8
318 : 50195 5&%7T) °
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17.BANK AND OTHER

17. RIT R E M E K

BORROWINGS
30.6.2012 31.12.2011
HK$ Million HK$ Million
BEAT BEBIT
Bank loans RITRER
— Secured term loans — A EER 697.1 241.0
— Unsecured term loans  — EEIRGHAE R 4,104.9 4,431.0
4,802.0 4,672.0
— Secured instalment — BEHSH
loans B 137.4 146.1
Total bank borrowings SRITHRIE TR 4,939.4 4,818.1
Other borrowings HAbE R 32.3 31.8
4,971.7 4,849.9
Analysed for reporting AR B BFTER
purposes as: DT
— Current liabilities — nEafE 3,805.3 1,646.4
— Non-current liabilities — JEREAaE 1,166.4 3,203.5
4,971.7 4,849.9




Sun Hung Kai & Co. Limited Interim Report 2012
BEERAR « 201265 8%: O

Notes to the Condensed Consolidated Financial Statements

HAFRE M B RR M T
18. TRADE AND OTHER 18. K& R HMENER
PAYABLES
The following is an ageing analysis of UTAKER EMEMERGEE
the trade and other payables based on BUARE "EESEEREAHAED
the date of invoice / contract note at BREC DT ¢

the reporting date:

30.6.2012 31.12.2011
HK$ Million HK$ Million
BHEBT BAEAT
Trade payables: L ETRR
Less than 31 days NERIPN 617.6 779.4
31 - 60 days 31 - 60K 8.5 10.6
61 — 90 days 61 -90K 8.8 7.0
Over 90 days 90 R E 71.4 57.1
706.3 854.1
Accrued staff costs, AR IR JE(T
other accrued EERKA
expenses and other E et
payables without BRAKEAM
ageing FEAT AR 143.6 169.6
849.9 1,023.7




Notes to the Condensed Consolidated Financial Statements

R AR & MR M

19. AMOUNTS DUE TO 19. B EMB AR RERA
FELLOW SUBSIDIARIES A E R
AND A HOLDING
COMPANY
30.6.2012 31.12.2011
HK$ Million HK$ Million
BEBT BEBT
Short-term loans due to REZHE A A
fellow subsidiaries SEEI-E 400.0 1,252.4
Trade payables due to a RIERR A B R
holding company and EES NG
fellow subsidiaries KB AT ER 3.8 3.8
403.8 1,256.2
The short-term loans included loans of MEE R BIEEEE40008 &5

THER 2B —BE R
BRRIE TEEA#60008 &8

HK$400.0 million drawn under a two-

year revolving loan facility of HK$600.0
million granted by a fellow subsidiary
to the Group. The facility will expire on
3 March 2014. The loans drawn under
the facility carry interest at 2.9% above
HIBOR per annum. As at 31 December
2011, the short-term loans balance was
HK$1,250.0 million which was drawn
under the former revolving loan facility
of HK$1,750.0 million expired on 2
March 2012.

BITHMERBREREE @ ZE
BER2014F3 A3 28 - %
EERINEREMNEFEERSR
FEIRTTRIZEREM2.9% 2 F 8 °
R20115 128318 EHEXR
ZHEEBB12500A 88T 0 2R
BB RrR20129F3 A28 2
21,7500 B BB TERRERE



Sun Hung Kai & Co. Limited Interim Report 2012
SEERAR « 201265 8% 93

Notes to the Condensed Consolidated Financial Statements

L L
20.SHARE CAPITAL 20. IR
Number of shares Share capital
RG%E e
Six months Year Six months Year
ended ended ended ended
~MALEEZ EEHEE  AHPEEE FERER
30.6.2012 31.12.2011 30.6.2012 31.12.2011
Million Shares  Million Shares HKS Million HKS Million
BER BER BERT BERT
Ordinary shares of LERBR0.2
HK$0.2 each AT
Authorised: EERA :
Balance brought forward GRAL
and carried forward RET 15,000.0 15,000.0 3,000.0 3,000.0
Issued and fully paid: RORARRA
Balance brought forward EHRE 2,100.4 17754 4219 355.1
Shares issued for scrip AR EH
dividends EIMRG - 34 - 0.7
Conversion of mandatory St
convertible notes REg - 341.6 - 683
Shares cancelled after REBkEHEN
repurchase kA (11.5) (1.0 (23) 22
Balance carried forward gRET 2,097.9 2,109.4 419.6 4219
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20. SHARE CAPITAL (conTINUED)

(a)

(b)

During the period, the trustee
of the SHK Employee Ownership
Scheme (the “EOS”) acquired 1.4
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$5.6 million, which has been
deducted from the owners’ equity.

During the period, the Company
repurchased 11.5 million shares of
the Company through purchases
on The Stock Exchange of Hong
Kong Limited at an aggregate
consideration of HK$45.6 million.
All the shares were cancelled after
repurchase.

21.BONDS

During the period, the Group redeemed
part of the bonds with a nominal value
of RMB19.0 million at a consideration of
RMB17.5 million (equivalent to HK$21.6
million at the redemption date).

20. A ca)

() MBEEERMDEARTE
(MEERMFE ) 2 RFEA
LB BB B R T M
RAHRERBEEBER S
FBERAREA4BBRA
RAEID o B AR BT
HERS6ABBIT BRI
RSP o

(b) ARBRAHANGSIRBSE B
ERZGFAERARREIS
BERAQARKD @ BRE
RAS6EEBIT ARG
REEE T -

21. &%

SERAHAUAREI17558
T(RELBHZER216EE8B87T)
ZREEBELIMDES  HEES
AREI190E8TT °
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22. RELATED PARTY
TRANSACTIONS

During the period, the Group entered
into the following material transactions
with related parties:

22 EREALTZRS

FENRAEANEFRIEALEST
LTHEARS :

Six months ended
~EALEEE
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEET BEBIT
Associates of a holding R AT ZHE
company YA
Insurance premiums R IR A
received from associates AR TS
of a holding company in HEFERT A A
the course of provision A= V/NC]
of insurance brokerage Fr U ER Y
services R & 0.2 =
Finance costs to a listed NFIERARZ
associate of a holding — B _E g
company NAIFERKA (0.6) (1.0)
Jointly controlled entities [E{E %A A
Management fees received ¢ — sl 3£ [F) 32 41
from a jointly controlled N A PTHER &Y
entity ERE 1.8 1.8
Holding company and ERARRE
its subsidiaries LPE NG
Brokerage received from AR NG
fellow subsidiaries WE R A2 & 1.4 0.7
Insurance premiums R IR &4
received from a holding R -
company and fellow RAERR N 7]
subsidiaries in the course N [A R
of provision of insurance NS
brokerage services R B 1.8 1.9
Repayment of short-term {38 [F Z 1B
loan due to a fellow NEIbSE:
subsidiary I=§ (850.0) —
Finance costs to fellow BUEES =G
subsidiaries A& AR A (9.0) (13.1)
Management fees paid to {5 T2 A R E 2
a holding company & H (1.8) (1.6)
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22.RELATED PARTY 2. EREALTZRZ @)

TRANSACTIONS (conTINUED)

The remuneration of Directors and other
members of key management during
the period were as follows:

ATRESERTEEEEMHAM
KEEAHANME -

Six months ended

NMERHEEE
30.6.2012 30.6.2011
HK$ Million HK$ Million
BEBT BEBTT
Short-term benefits FEHAtE A 32.9 21.9
Post-employment benefits iR (K1 4&F 0.9 0.6
33.8 225

During the period, 0.8 million shares
were granted under the SHK Employee
Ownership Scheme to key management
personnel. In addition, a total amount
of HK$1.4 million represents 0.4
million shares which vested for key
management personnel during the
period. The total dividend expenses
paid to the key management personnel
during the period is HK$0.4 million
(2011: HK$0.6 million).

On 9 May 2012, a subsidiary of the
Company entered into a director’s
service agreement with a member of
key management. Further details are
disclosed in Note 28.

HIEEREREBRDESTE MR
AR FEFEEEAB ZKG A
08B ER - i BHEH R4
BEBTZ04B8ERBRMHNAE
FETEEZEEAE  RAHE
SNFEEEBABZRBEAH
/048 BB L2011 F : 068
BT -

MR2012F5H9H © AR &l Z2 MK
BARIE—EEEBABRL
EE5RGHE - E—LFEBRN
A28 -
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23. COMMITMENTS 23. F&HE
(a) Capital commitments (a) BEAREIE

30.6.2012 31.12.2011
HK$ Million HK$ Million
BEET BEBT

Contracted for but BENERE

not provided in GEEEES

the condensed M

consolidated R {EH

financial statements A fF 2.5 3.8

(b) Commitments under operating (b) EEHERIE

leases
At the end of the reporting period, REFE R SEREDAHE
the Group had commitments for HEERY  BRAEME
future aggregate minimum lease R AEREmM AR RRZ
payments under non-cancellable 8y &K & AR 1A
operating leases related to T s

its office premises and office
equipment which fall due as

follows:

30.6.2012 31.12.2011
HK$ Million HK$ Million
BEET BEATT
Within one year —F R 152.8 146.1

In the second to fifth ~ BFEEFE—F
years inclusive FRHE 236.9 232.5
Over five years AFELAE 105.3 121.9
495.0 500.5
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24. CONTINGENT LIABILITIES 24 RAREE

(@) At the end of the reporting period, (@) R&EEB SBEBHUTR
the Group had guarantees as EEl
follows:

30.6.2012 31.12.2011
HK$ Million HK$ Million
BERBT BEBIT

Guarantees for banking  # T #£[F

facilities granted to 2 NC]

a jointly controlled RITEE

entity ZIRE 5.8 5.8
Indemnities on banking  ¥% ¥ —H

guarantees made HEEA R

available to a clearing EEE MR

house and regulatory R IRITIRAE

body FTPE R 4.5 4.5
Other guarantees HAh{RE 3.0 3.0

13.3 13.3
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24. CONTINGENT LIABILITIES
(CONTINUED)

(b)

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 Financial Limited
(formerly known as Sun Hung Kai
Securities Limited)(“SHKF") was
required to pay US$3 million to
Chang Zhou Power Development
Company Limited (“the JVC"), a
mainland PRC joint venture. SHKF
had disposed of all of its beneficial
interest in the JVC to 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, SHKF’s registered
interest in the JVC in the amount
of US$3 million was frozen further
to the 2001 Order. SHKF is party
to the following litigation relating
to the JVC:

(i) 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 SHKF (“HCA
317/2008"). In the 2008 Writ,

24. IARBE @)

(b)

20016 AEHILE S
HARIEFAEL # < (12001
F2 1) 58 HIE1TH 2000 F 7
B 198 Z CIETAC %) 3= ([ #
R BREFTBESBAEAR
AR(AIBETEEESE
BAa ) ([#FEEER )M
FEAZLQAARMNENER
ERAR[EEAR )M
3EBEL IBESEE
1998 FKENREERAIZ
FrEBEREREE T RLH
B EBRARTXZ])
KR 2001F 108 @ ¥ s &
CREFEREERRIZHE
MEARAGEIFH 2 EM/ KA
B[R ) HEE FLlong
Prosperity Industrial Limited
(TLPI) e RZEZEHE 1% -
NIEESCHMERERRIZME
MER(BEIAEET)R
2001 HDE—HEZ IR ©
FBEESRIIATERAEE
N ZFAR—7F ¢

(i) mM2008F2H29H
Global Bridge Assets
Limited ([GBAJ) * LPI
N Walton Enterprises
Limited ([ WE ) [A] ¥ %
EemBELBEBREE
Bt — M R 2 FA
2 MK ([2008F £ ik 1)
((BEEEREREBFHRD
2008 %317 R]) o K
2008 F =25k
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24. CONTINGENT LIABILITIES

(CONTINUED)

(b)

(CONTINUED)
(CONTINUED)

(i)

(a)

GBA claims against
SHKF 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 SHKF
damages for alleged
breaches of a contract
dated 12 October 2001;
and

WE claims against
SHKF 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 WE also claim
against SHKF interest on
any sums or damages
payable, costs, and such
other relief as the Court
may think fit.

24. IARBE @)

(b)

(%&)
0)

(%&)

(a)

(©)

GBARL H 2 8 —
HERZER - &
BER—DKBE
# - —TEEEK B
REREHRZR
S ERERRN
HEHEFR D 2K
B B 2t 1fy [0 3 s
D B ERRE(E

LPI 2 T8 5t 37 %6 &
TRERBBHEA
2001410 H 12
BzEHmMRE :
P54

WE R & — H i 3R
et &SRR #
SREFTEES MR
E3IEBETUAR
BLE R M
ER—ERRR
EMAFBEES R
FZRAE(E o GBA -
LPI 2 WE 7R &) 3%
EeMEBARERMNZ
EESEHIEFE
EzHE - ZHMN
MERRREBEZ
HAith (e -
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24. CONTINGENT LIABILITIES
(CONTINUED)
(b) (CONTINUED)

(i)

(CONTINUED)

The 2008 Writ was served on
SHKF 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 SHKF from any
claims including any claims
relating to or arising from
the Interest, the JVC or any
transaction related thereto,
covenanted not to sue, and
assumed liability for and
agreed to indemnify SHKF
from any and all damages,
losses 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 and LPI, and awarded
costs of the appeal and the
strike out application as
against GBA and LPI to SHKF.
Subsequently, GBA, LPI and
WE sought to amend their
claims which was opposed
by SHKF. On 3 August 2012
the Court of Appeal rejected
GBA's, LPI's and WE's
proposed amendments and
ordered that all of GBA's,
LPI's and WE’s claims against
SHKF be dismissed. 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.

24. IARBE @)

(b) (%)

(i) (#&)
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24. CONTINGENT LIABILITIES
(CONTINUED)

(CONTINUED)

(b)

(ii)

On 20 December 2007, a writ
was issued by Cheung Lai
Na sk EB# (“Ms. Cheung”)
against Tian An and SHKF
and was accepted by the
Intermediate People’s Court
of Wuhan City, Hubei
Province (“IPC") (4t & &
EMHRRARZER) [(2008)
K R @ o1 F £85%] (the
“Mainland Proceedings”),
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. Ms. Cheung
claimed to be the beneficial
owner of Changjiang Power
Development (H.K.) Co. Ltd.
(“CJP") which acquired the
interests in JVC from Tian
An in 1998. Judgment was
awarded by the IPC in Tian
An and SHKF’s favour on 16
July 2009 which judgment
was appealed against by Ms.
Cheung. On 24 November

24. IARBE @)

(b)

(%&)
(ii)

M 2007412 H208 -
REMTRZLE]EM
Rz LB E S g EE
2 —IESRI B MR
BREMRRARER
([P HRAREP])ZE
((2008) B R & oM F
F8H)(BEAFAL) -
AARHRERESE RN
Al 2 28% R #E - & A
R #19,040,000 7T &
[ 19994 1 AR E
2007 K 2 F B LA K48
BERAKAX - kxt
BRARIBNRRE(F
B)ERAR(CIP) A
EmEA A MAUPR
1998t R 2 L5 &
ENR 2R RN
R 7% Bt 200947 A
16 BHRR LR R IE &
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24. CONTINGENT LIABILITIES
(CONTINUED)

(b) (CONTINUED)

(ii)

(CONTINUED)

2010, the Higher People’s
Court of Hubei Province (i
AR ARER) ordered
that the case be remitted
back to the IPC for retrial.
The IPC subsequently ordered
upon Ms. Cheung’s unilateral
application that the liquidator
of CJP be joined as a third
party to the Mainland
Proceedings. The substantive
retrial hearing took place
on 29 March 2012 and on
14 August 2012 the IPC
dismissed Ms. Cheung’s claim
against Tian An and SHKF.
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.

24. IARBE @)

(b) (%)

@iy (&)

SRBF - R LR
LR REZHR R
2010411 A 248 - #
tEBHRARZEREE
ZEEE O R A A RIEBR
BE - FRARZERE
BRBRLZTEFAR
BESIEBINCIPH A&
AR BB ANFANE=
A EERFENR 2012
FI3H29H#ET PR
ARER R 201298 A
14 B & Bl 5k 22 T ¥R
LZRFEE S @A FRR
Bl HRARFIEAR
EEBRELREE W
AR AR AR E
Bt S AR 7 E A H
fib 4 -
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25. MATURITY PROFILE OF 25. EEREEIHSM
ASSETS AND LIABILITIES
At 30 June 2012
H01256R308
Within -~ 3 months 1 year After
Ondemand ~ 3months  tofyear  to5years 5 years Total

OEE: @AM =@AE-F  -EERE it:3y ot
HKS Million ~ HKS Million ~ HKS Million  HKS Milion  HKS Million  HKS Million
BERn  FEERT  FERT  EEEn  BEBT  BEERm

Assets iE
Loans and advances to LABRER

consumer finance ERa

customers (sfer (R AER

mpairment allowance) ) 012 10749 219 20840 7540 15810
Bondsindluded in financal ~ INERUEERAT

assets at fai value [BIIEmMEEA

through proftor loss EhBR - - - 464 - 464
Fired deposits with benks SR - 2453 5360 - - 27813
Secured term loans (after HARREER

impaiment alowance) (MERERER) 32 1974 2950 - - 8146
Liabilities af
Bank and other borrowings /TR R (7 (080 (6009  (1253.4) - )
Amount due toan associate  ERAEZBE

of a holding company DAEEK - - (244) - - (244)
Amounts due to fellow AZNEA

subsidaries & - (400.0) - - - (400.0)

Bonds 5 - - - (521.8) - (5218)
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25. MATURITY PROFILE OF
ASSETS AND LIABILITIES

5. EEREBEIHI T

(CONTINUED)
At 31 December 2011
R011E12A31H
Within -~ 3 months 1 year After
Ondemand 3 months tolyear  to5years 5 years Total
JEExn  Z@FRm ZRAE-E -EZEE ik e
HKS Milion— HKS Miion — HKS Millon —~ HKS Milion ~ HKS Millon ~ HKS Millon
EElT  BE%r BB BERT  EERm  EEET
Assets &
Loans and advances to LARBEP
consumer fnance LEYER
customers (after (MER
impairment allowance) ) 7465 9920 28450 2310 1416 7,556.1
Bonds incuded in financial ~ ANBBREERAT
assets at fair value BrIENaHE
through proft o loss EhzBR = = = 576 = 576
Fired deposts with banks SRR - 104 7410 - - 184
Secured term loans (afer EEfRERS
impaiment allowance] (MBRERER) w60 012 2976 - - %48
Liabilities 8%
Bank and other borowings TR R (1200 (14693 (42 (33144 - (48499
Amount due to an associate  BRANZES
of a holding company AAIER = - (247) - - (247)
Amounts due to fellow AZNELT
subsiiares &k - (12524 = = - (154
Bonds % = = = (355.8) = (555.)

The above tables list out certain assets
and liabilities based on the contractual
maturity and the assumption that the
repayment on demand clause will
not be exercised. Overdue assets are
reported as on demand.

ERIEETREENOBIEA
MEEREBE  REEEFAR
ERTIERZIERT A KT
- BHMREENEESR

BIBFIESK
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26. FINANCIAL RISK

MANAGEMENT

Risk is inherent in the financial service
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 (includes 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 and 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, e.g. Internal Audit and
Compliance, play an important role in
the provision of assurance to the Board
and senior management that a sound
internal risk management mechanism is
implemented, maintained and adhered
to.

26. TR A EE

ERBRBIEAGEFERR - F
AT — A% E N R R E R
Z Eﬁ%%ﬁﬁﬁ%%ﬁ&

BaER - SEARERRE R A
%%ﬁﬁﬁﬁﬂ E% E.m
%ﬁfﬁm%gi@ﬂ R B IE T
SER(BIERERRE - A X R
FOANE RS ) ;fﬁ b AR E) &

@@@°%EWH§E@E%%
% FAT D 1 B L e A 155 I AT 3R 2R
BAZH  ARBBNRSKRRE
&

SENEREIRBEERES
BRMAEXKEE  UERAE
HERBENEZEEERE
Z-SERA-BAZENRRE
EMABARE - LEHFTEE

BREEF BEHERREEF
ETERR  TEBFERH
EMH  SENELREXEH
RESEPHMAETER - RENE
VEEBPI(INERRERER)
FREEENRE HEEFENRE
BEXRS T BREZNATER
BB IR HIE SRR E -



Sun Hung Kai & Co. Limited Interim Report 2012

FEEBR AT o 20125 HiRE

Notes to the Condensed Consolidated Financial Statements

AR S M IR M =

107

26. FINANCIAL RISK
MANAGEMENT (conTINUED)

(a) 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 are 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

26. R EREE &)

(a) TIEER

(i) BREEE
mE EBFFZ A HIRE
MEBEERA - SEHESP
—HEBRBRBRENR
B EMREREME
EZWIZER  E2K
BMSERIRFEES
B R RED o IR ER 1t IR

BRLEES  RFEDH
BEAEPTARKE

MEZZTTILKF - &
EZNE BEEERA
B2 RXPHANBZHH K
Ko LRERRRSE
X E R AR M 2
THRETEE - £EBEZ
BEEERH(BREEED
LREEEER)AZRA
REEZBSRILZR
BRG - ELTAZMA
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26. FINANCIAL RISK
MANAGEMENT (conTINUED)

(a) Market Risk (CONTINUED)

(i)

Equity Risk (CONTINUED)

a "mark-to-market” and
“mark-to-fair value” 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
excessive 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.

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 regular checks
to ensure there is adequate
compliance in accordance
with the established market
risk limits and guidelines.

26. tREREE @)

(a) THiZER(HE)

()

R m B (4E)

BERIMSERIRA
FERIFFE RFT
HEEL EM o thsh - 7F
il e s 7T & 8 R
BREDAR - FE IR
REEMIERREREE
s R R[#F2 ]
PR %8 LA B 1) 58 SN Bex 1
e BEREDR
A HBEBRZRER
BEMSECH P EE

EZEEZE  AHE
BleEfRE  E2RRE

ERZTH -

SECHBREEDSER
BEERERBFAMNRR
kPHRE - HERRA
= AREIE EERIAHE
B o BB ELE
L HREZEEEEHE
BERT 25 A b R &
5l -
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26. FINANCIAL RISK
MANAGEMENT (conTINUED)

(a) Market Risk (CONTINUED)

(i)

Interest Rate Risk

Interest rate risk is the risk
of loss due to changes in
interest rates. The Group's
interest rate risk exposure
arises predominantly from
margin financing, term
financing and loans and
advances to consumer
finance customers. 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
spreads are managed with
the objective of maximising
spreads to ensure consistency
with liquidity and funding
obligations.

26. R EREE &)

(a) THiZER(HE)

(i) FIF@E
I L I 2D P
31 E 2 AR - £
SHESES-$3=
EHER - AMAR
RALARH RS ERE
U - EETEEER
BROEEEK R
BBHHRZ B EE
HEKT - EEIFAE
SR R AR HE R
B R 2 FIR A R K
FogMERAE A
MERBESBEHE
B2 REERES -
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26. FINANCIAL RISK
MANAGEMENT (conTINUED)

(a)

Market Risk (CONTINUED)
(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 proprietary
trading positions, and loans
and advances denominated
in foreign currencies,
mainly in Australian dollars
and Renminbi. Foreign
exchange risk is managed
and monitored by the
respective businesses in
accordance with the limits
approved by the Board and
RMC. The risk arises from
open currency positions
are subject to management
approved limits and are
monitored and reported
daily. The other source of
foreign exchange risk arises
from clients’ inability to meet
margin calls following a
period of substantial currency
turbulence.

26. SRIEMREE @)

(a)

™SRk ()
(iii) SHEE/mfR

1 B L T 51 5 o
WU RFISE AL
AR -

SEZINERBRRE B
LEERREERIAINMNE
REMZBR TEH
MITEARYE - SMNER
SHBMANIIRESES
REREREZ S ML
EZRBIELEEME
RoHNBRFEFREAHN
(AXAmEBEESRIZ
IRERS - XEBRX
HEZARAEER)S
FHEINERR > ZID -
MR P ERLEEAEX
BN R RBEIE M R
B A BEHEEEK
SNEE R o
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26. FINANCIAL RISK
MANAGEMENT (conTINUED)

26. R EREE &)

(b) Credit Risk (b) EEREB
Credit risk arises from the failure EPARSGEFRERTR
of a customer or counterparty to WEMF BEREERR -
meet settlement obligations. As RESEBR ,\5&553
long as the Group lends, trades =SHEARS  E'ELRE
and deals with third parties, there BEERK -
will be credit risk exposure.
The Group’s credit policy, EEZEERR(ZEEZE

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

SRE)FIEEERESE
BF ZSEFNZEBRHEE
SR - BREG 2 R E A KR
BERKHESHEREZE S
?éfﬁz*ﬁ@@?ﬁ'lﬁihaﬁﬂ

.
E °

HEGEEEEHEENEE

is performed by the Credit HEE ZEPSRRSEH
Division with reference to the FEZE ERARNEER

aforementioned criteria including
creditworthiness, type and
amount of collateral pledged,
and risk concentration of the
counterparties. Decisions are
made daily by Credit Division and
are reported to and reviewed by
the Executive Directors, senior
management and Credco at its
regular meetings.
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26. FINANCIAL RISK
MANAGEMENT (conTINUED)

(o)

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 accordance 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 Hong
Kong Financial Resources Rules.
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27. FINANCIAL ASSETS AND
LIABILITIES

The following table provides an
analysis of financial instruments that
are measured subsequent to initial
recognition at fair value, grouped from
Level 1 to 3 based on the degree to
which the fair value is observable.

— Level 1 fair value measurements
are those derived from quoted
prices (unadjusted) in active
markets for identical assets or
liabilities.

— Level 2 fair value measurements
are those derived from input other
than quoted prices included within
Level 1 that are observable for the
assets or liabilities, either directly
(i.e. as prices) or indirectly (i.e.
derived from prices).

— Level 3 fair value measurements
are those derived from valuation
techniques that include input for
the assets or liabilities that are not
based on observable market data.

27.
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27.FINANCIAL ASSETS AND 27. B EERBEE®

LIABILITIES (conTINUED)

At 30 June 2012
R2012%6 A 308
Level 1 Level 2 Level 3 Total
E—R ER E=R wE
HK$ Million HKS$ Million HK$ Million HK$ Million
BBBx FHEBn HE#Bn  BHE#Ex
Financial assets at BRWEERE
fair value through ATEERY
profit or loss BHEE
— Held for trading — REEE
investments RE& 341.2 89.1 14.1 444.4
— Investments — EERER
designated as Wz iR
at fair value NS ]
through profit B AR89
or loss KA — — 257.9 257.9
Available-for-sale At E
investments RE 20.1 — 67.3 87.4
361.3 89.1 339.3 789.7
Financial liabilities at ~ BBREER
fair value through AYEDIRH
profit or loss nHeRE (6.2) (17.1) (15.9) (39.2)
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27. FINANCIAL ASSETS AND

LIABILITIES (conTINUED)

27. MBEEREBE@®

At 31 December 2011
R2011E12A318
Level 1 Level 2 Level 3 Total
F— F-H E=5 e
HKS$ Million  HK$ Million  HK$ Million  HK$ Million
BEAT AEAT  ABAT  BEAR
Financial assets at BRWEERE
fair value through ATEERY
profit or loss HBEE
— Held for trading — REEE
investments ®E 418.6 26.4 9.0 454.0
— Investments — EERER
designated as LGt
at fair value NS ]
through profit B AR89
or loss #7 — — 318.7 318.7
Available-for-sale A E
investments K& 31.0 — 735 104.5
449.6 26.4 401.2 877.2
Financial liabilities at ~ BBREER
fair value through AYEIRH
profit or loss nBaRE (1.7) = (13.2) (14.9)

There were no transfers between Level
1 and 2 during the period. The fair
value of Level 3 financial assets and
liabilities are mainly derived from an
unobservable range of data.

RABALEE -—REE R
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28. EVENTS AFTER THE

REPORTING DATE

On 9 May 2012, a subsidiary of the
Company entered into a director’s
service agreement for a term of 10 years
which constituted a very substantial
disposal and a connected transaction.
The agreement would be subject
to the approval of the independent
shareholders of the Company. Details
of the agreement are disclosed in the
Company'’s circular dated 29 June 2012.
At the extraordinary general meeting
held on 23 July 2012, the independent
shareholders approved the agreement.
The Group is in the process of assessing
the financial impact.

28. REHHERNER
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