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COVER STORY

The design is inspired by the story from the conch. The sound
conveyed by a conch can be sonorous, spreading far and wide.

The renowned brand of Haitong International is brought
about by a group of elite professionals devoted to bring the
best and innovative services to its clients. Through continuous
improvement on its products and services, the Group is
expanding its business and reputation around the globe.
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We are dedicated to adding value for customers, employees,
shareholders and the community through the delivery of total
quality financial services.
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We aim to be a global player in the financial services industry
offering comprehensive investment banking services to our
clients, and a leader in the Greater China region. To achieve this,
we will:

« always place the interests of our customers first;

« maintain the trust of our customers through our integrity,
quality and professionalism;

- provide innovative solutions, using advanced technology,
without losing sight of our traditional values; and

. develop a culture which fosters innovation, knowledge,
communication and continuous improvement.
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Announcement of interim results (unaudited)
201448 A78 (EHM)

Thursday, 7 August 2014
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Book close dates

201448 H28H (E8M) 29818 (28 —)
(BEERMRX)

Thursday, 28 August to Monday, 1 September 2014
(both dates inclusive)
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Latest time to lodge transfers for ascertaining
the entitlement to the interim dividend
201458270 (BH=) TH4K305
4:30 p.m. on Wednesday, 27 August 2014
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Record date for the interim dividend
2014%9A18 (28—)

Monday, 1 September 2014

A EAAR SRR B R

Payment date for the interim dividend
2014F9R 118 (2HM) SAifa

on or about Thursday, 11 September 2014
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General Information
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Executive Directors
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POON Mo Yiu
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WANG Meijuan

Independent Non-executive Directors
TSUI Hing Chuen William

LAU Wai Piu

LIN Ching Yee Daniel

WEI Kuo-chiang

Company Secretary
LAU Yik Chi

Internal Auditor
LAU Chi Keung

External Auditor
Deloitte Touche Tohmatsu

Place of Incorporation
Bermuda

Registered Office
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Hong Kong
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Hong Kong Branch Share Registrar and
Transfer Office

Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Website

www.htisec.com
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FINANCIAL HIGHLIGHTS

SEHIL
',/ (HP)
HEUT A6 A Percentage
Six Months Ended Change
20146300 201356 A30H Increase/
30.6.2014 30.6.2013 (Decrease)
e Results
WA (FH7T) Revenue (HK$'000) 1,077,357 702,260 53
R FE(E R (FAETT) Net Profit Attributable to Shareholders (HK$'000) 351,719 220,292 60
BREESEHRE%) (F3E1)  Return on Shareholders Funds (%) (Note 1) 5.53 5.34 4
Bt Per share
FRREARZF (L) Basic Earnings Per Share (HK Cents) 23.37 18.52 26
BREFRN (B) Diluted Earnings Per Share (HK Cents) 20.99 18.52 13
BIRAES (Bl Dividend Per Share (HK Cents) 8 8 -
BE Share Price
— &= (B) - Highest (HK$) 453 410 10
— &I& (B) - Lowest (HK$) 3.74 2.99 25
SERALL
#m,/ (B4)
Percentage
Change
201468308  2013%12A31H Increase/
30.6.2014 31.12.2013 (Decrease)
B SRR Financial Position
BRES (FAL) Shareholders’ Funds (HK$'000) 7,743,804 4,920,252 57
BEE (TAT) Total Assets (HK$'000) 35,701,110 29,438,104 21
EEE (M) Leverage Ratio (Note 2) 2.90 3.37 (14)
BEITRMEE (FE3) Number of Shares in Issue (Note 3) 2,093,939,436 1,395,959,624 50
BREEFE (Br) NAV Per Share (HK$) 3.70 3.52 5
MEaE - Notes:

1. BRRE S RIRERIZACR RGN B AN T 1A% 1.

REDHE -

2. BERRABHNBRENEFEENFR LTERNEAE
ERUREES - B E2014F6A30AENERE
EE5928,91088 7T (20134 : 1,284,63088 7T) °

3. H2014F4A238  ARREHIEARFIRETE
EMBRIRGRG AR — RERAR G A EEELT
% (THEAR]) o # A B M2014F5A30H T Ak
697,979,811 2/% (A% i% 9 7R 2014F 6 A3 1T ©
F it - B E2014F6 A0 AR A D A HIEE
2,093,939,4360% °
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Computation of return on shareholders’ funds is based on net
profit attributable to shareholders divided by the weighted average
shareholders’ funds.

2. Leverage ratio = Total assets excluding accounts payable to clients and
IPO loan/Shareholders’ funds. Accounts payable to clients amounted to
HK$9,289.1 million as at 30 June 2014 (2013: HK$12,846.3 million).

3. On 23 April 2014, the Company announced a rights issue on the basis
of 1 rights share for every 2 existing shares (the “Rights Issue”) held
by shareholders of the Company. The Rights Issue was completed on
30 May 2014 and 697,979,812 rights shares were issued on 3 June 2014.
Hence, the total number of shares of the Company was increased to
2,093,939,436 as at 30 June 2014.
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While the market is still cheering the launch of the “Shanghai-
Hong Kong Stock Connect” (the “stock connect”), the new idea
of “commodity connectivity” allowing direct access into the
Mainland’s commodity futures market is already on the cards.
Also, amid speculation over the real intention behind HKEX’s
hefty acquisition of the London Metal Exchange (“LME”), the
local exchange has made clear the need to develop commodity
market in the Asian time zone. Over the past five years, the
Hong Kong capital market has been evolving uninterruptedly.
Numerous pilot moves and continuous new launches sweeping
across the spot market and the futures market covering topics
from Renminbi ("RMB”) internationalisation to stock connect
programme have shared one thing in common - the quest for
change. Being a market participant, we have been pondering
the future complexion of the Hong Kong securities sector and
the whereabouts of business opportunities amid the large
investment banking era.

In our views, the Hong Kong market has entered a new
development stage characterised by several features, including
(1) the deepened integration of the international financial
markets, with business diversification and differentiation of
the capital market continuously gaining pace; (2) the extension
of the business chain of large investment banks, where capital
strength and capital deployment capability have become the
clues to surviving competition; and (3) the increasing prominence
of local advantages, indicative of a pressing need to build up core
competitiveness. Therefore, future competition in the investment
banking sector will be a fight for differentiation and a comparison
of capital strength and capital deployment capability. Capitalising
on China’s rapid economic growth and the opportunities arising
from the opening-up of its financial market, coupled with their
existing advantages and the lessons learnt from the development
of international counterparts, Chinese financial institutions are
advantageously positioned in the Hong Kong capital market.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014
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Deepened integration of the international
financial markets is compounded by
accelerated business diversification and
differentiation of the capital market

(1) Stock connect programme heralds opening up
of capital markets on both sides, significantly
benefiting cross-border business of Chinese
financial institutions

In April 2014, the securities regulators and stock exchanges
in the Mainland and Hong Kong announced a stock connect
pilot programme with an initial quota of RMB550 billion.
This is the first move for RMB capital account liberalisation,
spelling opportunities for investors on both sides to gain
direct access to each other’s capital market at a lower cost
yet greater convenience. The pilot programme has caused
a ripple in the market and many financial institutions have
switched their attention to figure out how they could fully
seize the opportunities brought by the through train scheme.

Being the only Mainland brokerage firm with both the parent
and its subsidiary maintaining a listing status, Haitong
is well positioned to grasp opportunities from the stock
connect programme thanks to its comprehensive business
lines, strong research capability and extensive institutional
client network. Riding the stock connect trend, the research
teams of Haitong Securities and Haitong International jointly
held a semi-annual investment conference, which was
warmly received by the market. As early as last year, Haitong
International already got the insight into such a stock
connect trend of capital markets and has made preparation
well in advance, including stepping up connection of systems
while capitalising on the established advantages of its RMB
business, in order to pave the way for the impending launch
of the stock connect pilot programme, striving to provide
investors with premium cross-border stock trading services.
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(2) Well-grounded to support the brisk

development of offshore RMB business

With the ongoing internationalisation of RMB, the offshore
RMB business is undoubtedly a new growing point among
Chinese financial institutions. In March this year, the CSRC
Chairman Xiao Gang expressed the need to expand RQFII
investment and to make tax policy clear on this front. Lately,
the Chinese government also announced the issuance of an
RQFII quota to the tune of RMBB80 billion to Germany and
Korea respectively. In the first half of 2014, the total issuance
size of offshore RMB bonds amounted to RMB159.75 billion,
surpassing the aggregate issuance size of RMB137 billion for
the entire year of 2013.

Haitong International has been well-prepared and well-
grounded on RMB business front. As early as 2009, the
Group already presaged the huge potential of RMB business
and moved quickly to grasp market opportunities, including
launching the first dim sum bond public fund in Hong
Kong in 2010. Over the years, Haitong International has
further rationalised its RMB business line by switching
from equities to debts, from low-income products to high-
income products, and from passive management to active
management, successfully building an asset management
brand of “RMB Product Expert” in the sector. Also, the Group
was among the first batch of Chinese financial institutions
to have received an RQFIl quota. The RQFII quota awarded
to the Group (via its holding company, Haitong International
Holdings Limited) increased significantly to RMB9.7 billion
in the first half of the year, making it the first among all non-
asset-management-based financial institutions in terms
of RQFII quota being granted so far. This in turn spurred the
marked growth of the Group’s asset management scale over
the corresponding period of last year. While boosting the
scale of its RMB business, the Group has also proactively
tapped into innovative RMB products. On 7 March this year,
the Group became the first brokerage firm to successfully
launch an RQFII ETF in Hong Kong (namely Haitong CSI300
Index ETF). On investment return front, Haitong Global RMB
Fixed Income Fund, the first dim sum bond public fund in the
Hong Kong market, sustained its brilliant results and was
rated 4 star by Morningstar recently, making it the highest-
rated RMB fund for the time being.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014
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Extended business chain of large investment
banks turns capital strength and capital
deployment capability the clues to surviving
competition

Looking forward, we believe the investment banking business
chain will grow more comprehensive, with businesses covering
a multi-tier market and the concurrent development of primary
market and secondary market businesses compounded by the
parallel advancement of on-floor and over-the-counter trading.
In the future, the core competitiveness of the investment banking
business will lie in the capability to provide enterprises with
comprehensive and structured one-stop solutions, including
the capability to design, deliberate and duly implement
proposals covering equity and bond dealing as well as mergers
and acquisitions amid different development phases of
enterprises and different market conditions. The foray into new
businesses and reshuffling of revenue model would present a
new complexion to the investment banking sector in which the
agency businesses were mired in homogeneous competition. In
the course of extension of the investing banking business chain,
the significance of capital will become increasingly prominent.
Capital strength and capital deployment capability will be the
crucial factors in determining future competition landscape
of the securities sector, and the propeller behind further
differentiation of the industry.

In 2013, Haitong International expanded its balance sheet by
stepping up equity financing and bond financing, successfully
raising funds to support its capital investment and capital-
based intermediary business. This year, in light of the huge
capital demand to cater for its rapid business growth, Haitong
International has moved with the latest market trends and
proactively adopted various financing channels to expand its
capital base. In the first half of 2014, Haitong International raised
net proceeds of HK$2,643 million by way of rights issue, and was
awarded HK$3.34 billion of new syndicated loans to effectively
control its financing cost. In addition, Haitong International also
announced the issuance of US$1 billion worth of medium-term
notes on 20 June this year, in the hope of maximising shareholder
value via effective capital use.
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Local advantages are gaining prominence,
indicative of a pressing need to build up core
competitiveness

The core competitiveness of Haitong International lies in its
investment management capability, its undertaking and pricing
capability as well as its institutional sales and trading capability.
With continuous efforts made to strengthen these three core
competitive edges, the Group has made solid strides on various
fronts.

(1) Cultural homogeneity and sharing of similar
values put local institutions in a better
position to serve local investors

Chinese enterprises and Chinese capital have been gaining
importance in the international market. Since 2007, Chinese
companies (including H-shares) have accounted for nearly
two-thirds of total turnover of the Hong Kong market and
have become a major force in the Hong Kong capital market.
As regards IPO activities, the funds raised by Chinese
enterprises represented over 90% of total IPO proceeds of
the Hong Kong capital market in 2013. With the continuous
rollout of policies for financial reform and innovation in the
Mainland China, the ratio of direct financing is expected
to continuously go up and cross-border financing will be
eased further as well. In the past, foreign investment banks
capitalised on their understanding of the international
market, their overseas client network and their talent pool
to consolidate their established position in the Hong Kong
investment banking sector. Looking forward, it will be the
Chinese financial institutions that leverage their extensive
knowledge of the needs of listing candidates, their services
that are more palatable to the Mainland investors, as well
as their professional teams comprising experts with both
international horizon and a Mainland background to wield
their influence in the Hong Kong market.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014

9



B iR AT
MANAGEMENT DISCUSSION AND ANALYSIS

2014F ¥ F  BEBERUBESLERE
AN B ) EAK6MEIPOIE B - ARSI B 51
B HEBEREEMEE 2RI ERT
ERHEENMN ER T CmASEBA
10BX T ATIPOIER » BARNEE Y AR
AT R AR AMAZERES °

BT E-FSEEIPOREBAHETHMNE &
BERERGEDEBERBREXTRAR
EERECELEMARNARITHLRRITY
RETRIENERAR - EEBARNF
- EERNEERES - AIREEE - 17
X HREFZITAERZTCEE  #R
AR AT TRIZHR - BARFLER
F - E2REFETRARREROBRERI
RRUENBERGERENEERERSD
R T RFE BRI EE)

1B RS B Bl - BB LR FE )
IhEFEZE

~

TEER - BELTSBERERRRNERE
o RENARIBRCRITEHRLRRERE
7 H2012590 AL TIRENTEERER
Fa - A TEHIRSEREKFARBER
J& o SFLFF  RETEEREBBEER
BARMEBNRZHE > BRTHHERS
EMABIER  ERBEEXKTHEE— R
B ZEBERDNARENARBERKE
£ MRBEE - BRBEONEE - REINE
FPRERTBERHTEZNEMBIRITER

BRERESFEEERAR
2014 BER

10

In the first half of 2014, Haitong International completed
6 IPO projects in the capacity of a joint bookrunner. In terms
of the number of projects undertaken, Haitong International
ranked fourth among all international investment firms in
the Hong Kong market. Among the projects undertaken by
Haitong International were large IPOs eyeing a fundraising
size of over US$1 billion, further attesting to the Group’s
strong capability to undertake large investment projects.

Besides grasping further market share in IPO undertaking
and underwriting, Haitong International has also made
proactive efforts to facilitate the development of its
structured financing business, with an aim to providing
enterprises with customised solutions on corporate actions
and shareholders’ actions before and after listing. While
expanding the scope of projects undertaken, the Group has
also strengthened risk control and successfully diversified
its portfolio in terms of project type, sectors involved and
tenure, thus safeguarding robust business development
while keeping risk in check. By sharing corporate customers
and identifying the financing needs of enterprises in different
development stages, the structured financing business and
the existing corporate finance business have realised benign
coordination and interaction.

(2) Establish core competitiveness with the right

strategies and tactics to survive competition

Haitong International has clung to the target of tapping
into the derivatives business sector. Upholding the mission
of setting up modern investment banking business and
structure, the Group established an equity derivatives
business platform in September 2012 and has kept
bolstering both professionalism and scale effect of the
platform. In the first half of 2014, the Equity Derivatives
business witnessed significant growth in turnover from
market making operations following system upgrades and
optimisation of trading strategies, outstripping all other
market players of similar businesses. Meanwhile, the
business has also fully capitalised on the Group’s established
advantages in RMB business to strengthen ties across
departments and business segments, striving to provide
more product solutions to overseas customers seeking to
invest in China.
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On bond trading front, Haitong International has kept
strengthening its Fixed Income, Currency and Commodities
business, and has fully kicked off market making service
for both dim sum bonds and USD-denominated Chinese
credit bonds within a short period of time. At present, the
segment has put in place a sizable trading team, a market
analysis team, a sales team as well as a supporting team in
the middle and back office, enabling it to provide customers
with more comprehensive bilateral quotation for bonds. In
the first half of 2014, revenue contribution from the business
segment amounted to HK$135 million. Aggregate turnover
from bond market making has grown nearly 500% over
the entire year of 2013. Besides trading, the business has
partnered with the Debt Capital Markets team to complete
the primary market issuance and further issuance of a
number of bonds.

In the course of balance sheet expansion and leverage-
driven development of the capital-based intermediary
business, the risk management function has played an
increasingly important role. Haitong International has stuck
to the risk control philosophy of staying prudent and even
conservative. Making reference to yardsticks widely adopted
in the market, alongside upgrades of its risk management
system, Haitong International has taken different reinforced
measures to address different types of risks. As for
manpower configuration in the large investment banking era,
Haitong International continued to devote resources to team-
building. In the first half of 2014, the Group seized golden
opportunities to attract new talents and has strengthened
manpower in the middle and back office in particular.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
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Embrace the large investment banking era
which presents more opportunities than
challenges

English romantic poet Percy Bysshe Shelley once said, “Shallow
brooks babble while still waters run deep”. The capital market
is constantly changing over time, just like all the rivers and
streams that grabble to find their way into the ocean. However,
babbling brooks could only make a splash that recedes in no
time, whereas deep rivers embracing waters from every corner
could eventually churn up the sea to create spectacular scenes.
In Hong Kong’s giant capital market, the development of a top
enterprise would require insightful strategies, an open mind as
well as all-out effort and strong execution power to survive fierce
competition. Looking forward, Haitong International will move
forward on the back of all-out effort, well-established tactics and
strong execution power. Against intense competition, Haitong
International will remain open-minded and is ready to embrace
any competition from its peers and players from other sectors.
After all, the Group is competing against itself, not others.
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MBS Financial Performance
WA Revenue
NE B E £2014F6A30H LE6E AWK A B Revenue of the Group for the 6 months ended 30 June 2014 was
107,740& % 7T (B £201356 308 IL61AA - HK$1,077.4 million (6 months ended 30 June 2013: HK$702.3 million).
70,2308 8 7T) - AKEBERBEEB W ABS 0 A summary of the revenue from different operations of the Group
N is set out below:
EZ6H30H1L61EA
For the 6 months ended 30 June
2014F 20134
2014 2013
THET FAT
HK$’000 % HK$'000 %
SERE Brokerage 238,893 221 222745 31.7
EE Corporate finance 130,531 121 58,084 8.3
REER Investment management 61,033 5.7 46,330 6.6
ERRRE Loans and financing activities 497,271 46.2 303,665 43.2
R R fgrh Trading and market making 149,629 13.9 71,436 10.2
1,077,357 100 702,260 100
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Operating Expenses

Total operating expenses for the 6 months ended 30 June 2014 was
HK$662.6 million (6 months ended 30 June 2013: HK$462 million).
An analysis of these expenses is as follows:

B Z6H30H 6fEA
For the 6 months ended 30 June

20145 20134

2014 2013

FHExT BT
HK$°000 % HK$'000 %

S - BB RIEAIA  Salaries, allowances and bonuses

RIS ET B and pension scheme contributions 240,555 36.3 174,715 37.8
BPETMAE Commission to account executives 100,538 15.2 81,451 17.6
B TS AN Finance costs 136,695 20.6 32,702 7.
e Depreciation 18,524 2.8 23,245 5.0
E At 5 Other operating expenses 166,276 25.1 149,900 32.5
662,588 100 462,013 100

BN - ORRE RICAT RIS ET B H SN EA £ T
37.7% » TEMNEHEKRRRN - BINGHRES
K B2 & VA I S B AR AB B T8 ik A A DAST RS 3675
BRBZMY -

EFPTERE LT IDHREFLPEXBNE
KEIBINATER -

ﬁﬂ*%%zlii% T 7 8RB 8 RN A 8 R
AR BERLRE - X5 RMETIED o

T8 203%  EEARETIEAREEAR
& BESET ARSI TERERER -

AN E B ERER B AR FE R I AN - B AT 2 B
YBRERBEEEEZTHKI1.4% °
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Salaries, allowances and bonuses and pension scheme
contributions increased by 37.7% during the period, mainly
attributable to the increase in provision for bonuses and
incentives due to the outstanding results of the Group. Moreover,
the Group has continued to recruit high caliber employees so as
to align with business development.

Commission to account executives increased due to increase in
turnover of securities and futures business.

Finance costs increased due to increase in syndicated loans and
other borrowings of the Group in order to support the increase in
loans and financing, trading and market making activities.

Depreciation reduced by 20.3% as no additional sizable capital
investment was made during the period. In addition, some fixed
assets have come to the end of their estimated useful lives.

Other operating expenses, excluding impairment loss, went down
by 11.4% as the Group employed stringent measures to control
costs.
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Net Profit Attributable to Shareholders

Net profit attributable to shareholders for the 6 months ended
30 June 2014 was HK$351.7 million, as compared with HK$220.3 million
for the 6 months ended 30 June 2013.

Treasury Policies

The Group generally finances its business operations with internally
generated cash flow, bank borrowings and issue of bonds. On
23 May 2014, the Group entered into a facility agreement with
a syndicate of banks whereby the Group obtained a 3-year loan
facility in an aggregate amount of HK$3,340 million. Part of this
facility was applied towards the repayment of a syndicated
loan amounted to HK$1,380 million provided to the Group by a
syndicate of banks in 2011. On 16 May 2013, the Group entered
into a 3-year facility agreement with another syndicate of banks
with total financing size of HK$3,000 million. Moreover, on
18 July 2013 and 18 September 2013 the Group completed the
issue of 5-year convertible bonds in an aggregate amount of
HK$1,008 million. Except for the above two facilities and the
issue of bonds, the Group’s other banking facilities are mainly
renewable on a yearly basis and are subject to floating interest
rates.

It has been the policy of the Group to maintain adequate liquidity
at all times to meet its obligations and commitments as and
when they fall due. The Group’s financial risk management
strategies include obtaining substantial long-term and other
standby banking facilities, diversifying the funding sources,
spacing out the maturity dates to reduce interest volatility
exposure and reviewing capital adequacy ratio from time to time.

Liquidity and Financial Resources

The financial position of the Group remained sound and healthy
during the review period. As at 30 June 2014, the Group’s cash
balance totaled HK$1,309.1 million, compared with HK$488 million
at the beginning of the period. Cash held on behalf of customers
decreased to HK$9,259.9 million, compared with HK$12,053.6
million as at 31 December 2013. The current ratio of the Group
was healthy at 1.25 times.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014

15



B 75l
FINANCIAL REVIEW

R2014F6H308 * AEEMERE (LB EE
NMEENEFPEEMMBR EMEREARKRES
TEALABEETE) B290E - M M20135F
12 A31H 81 A3.371F ° 72014F6 A30H MIEIE &
T - TERHNEESA MMM - AR
B % o A201456A308 - ERMHMEE -
BIERIAIES - 48%5E/51,609,63088 7T (20134
12H318 : 1,037,020&/%870) * FFERVE REMER
42 %8 Bl &1,212,8508 7 JT (20139F12A31H -
1,099,8808 8 7T) °

REKLEENRERENEARNERLE
MEEBEESFR - AR A] e H IR AR &
G o AN NEBAREARITRVE FEIEL79,1708
BIT - MEARPERICN R E - B AWE QR
B—RIBITERM AR TIREERIN - AEBW
EHMEARRAE -

BEXRER

R2014F5 308 » AARNEFISEAMER » AR
A& A 3697,979,81 2B (AR AR 1D » LAGLAR(E
R38BT ESRE - AARLEE (FNkH
S AT) 265,2308 T °

R2014%F6H30H » ARAIBEITHRABEE
20,9408 7T 852,093,939,436A% A% 17
MEEE0. 1078 TT -

1=

H E2014F6H30R L6 A "EBNEE
IRA(TREZFTFRSHETINES) &
24,0608 870 - WEAFREM17,47088 T L
F37.7%  FERANRAEEEMNGTIRES K2
B M EBEERIESIE AL AR EREE
EEA® - P2014%F68308 0 AEE LA
726% (2013468300 : 726%) 2BE T - H
1744 (20136 A30H : 203%) A< H B
I o

BRERESFEEERAR
2014 BER

16

As at 30 June 2014, the Group's leverage ratio, measured on the basis
of total assets net of accounts payable to clients and IPO loan as a
percentage of total shareholders” funds, was 2.90 times, compared
with 3.37 times as at 31 December 2013. Leverage ratio edged down
as at 30 June 2014, mainly due to the increase in shareholders’
funds after the Group completed the Rights Issue in May. As at
30 June 2014, loans and other borrowings, including
convertible bonds, totaled HK$16,096.3 million (31 December
2013: HK$10,370.2 million), against margin financing and
other loans in an aggregate amount of HK$12,128.5 million
(31 December 2013: HK$10,998.8 million).

Our operating cash flow remains adequate for financing
our recurrent working capital requirements as well as any
investment opportunities that may arise. Besides, the Group
has unutilized banking facilities of HK$4,791.7 million, while our
capital commitments are minimal. Except for the guarantees
provided to the banks for securing normal banking facilities for
our subsidiaries, the Group has no other significant contingent
liabilities.

Capital Structure

As at 30 May 2014, the Company successfully completed the
Rights Issue. A total of 697,979,812 rights shares were issued by
the Company at a rights issue price of HK$3.8 per share, raising
HK$2,652.3 million in total (before expenses).

As at 30 June 2014, the total issued share capital of the Company
stood at HK$209.4 million, comprising 2,093,939,436 shares of
HK$0.10 each.

Employees

The Group’s total staff costs for the 6 months ended 30 June
2014, excluding commissions paid to commission-based staff,
amounted to HK$240.6 million, representing an increase of
37.7% from HK$174.7 million for the corresponding period of
last year. This was mainly attributable to the Group’s increase in
provision for bonuses and incentives, and also, the recruitment of
high caliber employees so as to align with business development.
As at 30 June 2014, the Group employed a total of 726 (30 June
2013: 726) permanent staff of which 174 (30 June 2013: 203)
were commission-based staff.
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Risk Management

The Group’s principal businesses currently cover corporate
finance, brokerage and margin financing, investment
management, fixed income, currency and commodities,
structured financing and equity derivatives. These lines of
business are mainly exposed to such financial risks as credit
risk, liquidity risk, market risk (including but not limited to
foreign exchange risk and interest rate risk) and operational
risk. They are also exposed to non-financial business risks such
as legal, compliance and reputational risks. The management
firmly believes that effective risk management is of paramount
importance to both the existence and successful development
of the Group’s businesses. Accordingly, the Group has adopted a
stringent risk management mechanism and established a three-
tier risk management system. It requires collective decision-
making by relevant committees and close collaboration between
the internal control units and all business units. Adhering to the
sound risk management culture across the Group, the system
allows comprehensive risk management covering the review,
decision making, execution and monitoring functions, so that all
business related risks are kept under control.

Risk Management Framework and Culture

The Group has established a comprehensive and effective
risk management and governance framework with clear
mandates, a sound structure, well-defined functions, roles
and responsibilities, as well as policies and procedures and
respective implementation rules through, among others,
effective and scientific methods as well as supporting
information and system infrastructures. The prime objective of
such establishment is to ensure that the Group can sustain all
business and economic environments, and that its business
development is achieved under the precondition and the
support of effective risk control and management. Specifically,
all major business risks of the Group shall be identified,
analyzed and understood, measured against defined limits,
monitored, reported and managed, including both mitigation and
elimination of risks. The overall risk management structure is
composed of the Board, the Executive Committee and its 2 sub-
committees, the Capital Allocation and Investment Committee,
the Risk Management Committee, the Group’s Risk Management
Department (GRM), the Compliance, the Internal Audit
Department and all business units.
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The Board establishes strategies and overall policies on the
Group’s risk management. Implementation and execution
of the strategies and general policies and procedures of the
Board are carried out through the Executive Committee and
its subcommittees, the Risk Management Committee and the
Capital Allocation and Investment Committee.

The Group has established a structure with “three lines of
defence” for management of risks, with all business units being
the first line of defence, the GRM along with the Compliance
being the second line of defence and the Internal Audit
Department being the third line of defence. The business units of
the Group serve as the first line of defence in risk management,
and are responsible for all the corresponding business risks of
their respective operations. The GRM led by the Chief Risk Officer
(CRO) is the unit assigned to work closely with, yet independently
of, the business units on monitoring, assessing and reporting of
various business risks. The CRO is responsible for the Group’s
risk management functions and for managing the GRM under
the guidance of the two risk management committees, namely
the Risk Management Committee and the Capital Allocation
and Investment Committee. The GRM is further divided into
four teams that are tasked with specific risk management
functions based on different risk exposures and business types,
including (1) the credit risk management team for handling the
credit and trading limit applications for and daily monitoring of
clients’ cash and margin accounts for securities dealing, and
also for managing collateral liquidity risk; (2) the market risk
management team for monitoring the market risks of the Group’s
proprietary investment and fund investment; (3) the operational
risk management team for monitoring the operational risks in
each business segment of the Group; and (4) the structured
financing project team for monitoring the risks over structured
financing projects.
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The Compliance serves as another regulating unit of the
Group and is primarily responsible for handling the legal and
compliance issues of all business segments within the Group.
Specific duties include the well establishment of the Group’s
compliance policies, development of a compliance management
system, pre-audit over the compliance status of the Group’s
systems and business operations, review on compliance checks
(including the monitoring and dissemination of compliance
yardsticks), compliance reporting and filing, compliance review
on information disclosure to external parties, management,
maintenance and self-examination of business licenses of the
Group and practicing qualifications of staff members, compliance
consulting and support, coordination and communication with
regulators on compliance checks, settlement of customers’
complaints and disputes, compliance training as well as fostering
of a compliance culture within the Group.

The Internal Audit Department serves as the third line of defence
for the Group’s risk management and is specially tasked to
perform a comprehensive audit over the entire Group and each
of the business segments, monitor the implementation of the
internal control system, guard against various risks as to ethics
and policies, and assist the Group in performing ad-hoc audit
assignments.

On top of the sound risk management framework, the Group
has also devoted considerable resources to developing and
strengthening a sound risk management culture within the
Group, covering the staff’'s awareness, attitudes and behaviors
towards risks as well as risk management across the Group.
The risk management framework and risk culture have
both constituted an integral part of the Group’s overall risk
management regime.
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Credit Risk

Credit risk refers to the risk of economic losses stemming from
failure of any counterparty, borrower or bond issuer to meet their
contractual obligations. The Risk Management Committee is
the ultimate credit decision-making organ of the Group, which
is responsible for approving lending projects, including general
equity financing and structured financing projects, approving
credit and trading limits for customers and approving individual
stocks acceptable for margin lending at a specified ratio. The
approved stock list is updated quarterly and will be revised as
and when deemed necessary by the committee. The committee
will prescribe from time to time lending limits on individual
stocks or on any individual customers and their respective
associates.

The credit risk management team under the GRM is the business
unit for execution of margin financing, which is tasked to
develop monitoring measures, including the daily monitoring of
changes in clients’ positions, financing ratios and their accounts;
observe strictly the approved financing and credit policies to
make margin calls and perform forced liquidation; report to the
management regularly and when abnormalities arise; closely
monitor the unusual movements and trading halts of stocks and
timely identify non-performing debts; demand higher margin
requirements and step up risk control for particular customers or
products.

The GRM and the management have monitored closely the
changes in loan balances and positions of each of the major
customers. In the event of any sudden adverse changes of market
conditions, the relevant salesperson will be urged to take prompt
remedial action and to reduce positions, deposit funds or improve
quality of stock portfolio to maintain risks at a level acceptable
to the Group. Meanwhile, to avoid overconcentration of credit
risk, the Group has set upper limits on customer concentration
risk and stock concentration risk and imposed caps (classified by
collateral type) on margin lending secured against a single stock
for individual customers.
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The structured financing project team under the GRM serves as
the credit control unit for structured financing projects and is
charged with the duty of performing site visits for examining the
background of applicants and authenticity of projects before
any sizable loan applications are submitted for review. During
the process of project approval, the team provides suggestions
on risk control over key risks inherent in the project and
delivers an independent risk analysis report. In respect of post-
financing management, the responsible business team and
the GRM perform on-going monitoring over the project and pay
heed to any changes in the operating and financial position of
the borrower and the investment project concerned. They also
monitor the quality of relevant collaterals, perform internal rating
for approved projects based on their latest credit standing and
issue a warning to the management when abnormalities arise.
The monitoring findings and internal ratings will be reported
to the management on a monthly basis. In addition, the team
identifies counterparty risk on a timely fashion and stays alert
by monitoring market news and pricing of counterparties in
structured financing projects.

Besides, the GRM carries out regular stress tests on trading
of various products, so as to timely identify any problems in
customers’ accounts amid market turbulence and assess the
Group’s credit risk exposure and capital adequacy after taking
into account any possible changes in future economic conditions.
Moreover, the GRM monitors on a regular basis the credit rating
of issuers of its bond investment.

Liquidity Risk

Liquidity risk refers to the risk of capital deficiency when the
Group performs its obligations in relation to its financial liabilities
and the risk of selling securities collateral with poor liquidity at a
discount over their relevant market prices.
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The Group is required to meet various statutory liquidity
requirements as prescribed by the authorities and has put in
place a monitoring system to ensure that it maintains adequate
liquid capital to fund its business commitments and to comply
with the relevant Financial Resources Rules. The Treasury
Department closely monitors the Group’s cash flow as well as its
assets and liabilities, and has made appropriate arrangements
to the maturity-matching of its assets and liabilities. As a
safeguard, the Group maintains substantial long-term and
other stand-by banking facilities to meet any contingency in
its operations. Even in periods of extreme market volatility,
the management believes that the Group’s working capital is
adequate to meet its financial obligations.

In addition, the Group performs analyses over liquidity risk of
securities collateral and carries out regular tests and analyses
over liquidity risk to ensure adequate liquidity of securities
collateral, thus minimising both liquidity risk and cost.

Market Risk

Market risk is one of the Group’s significant yet controllable risks.
Market risk is defined by the Group in the following way:

The risk of loss resulting primarily from
the changes in market factors such as
foreign exchange rates, interest rates,
equity or commodity prices, and volatility
of these factors. Market risk can be
exacerbated by thinly-traded or illiquid
markets.

General Risk
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Interest Rate Risk

Foreign Exchange
Risk

Interest rate risk refers to the risk
resulting from changes in price of bonds
and loans and changes in revenue
and capital cost due to movements in
interest rates. The Group’s structured
financing business and part of the
bonds positions held bear interests at
a fixed rate. Changes in market interest
rates will affect price movements of
loans and bonds positions. On revenue
front, interest rates offered to clients
are primarily based on HSBC prime
rate. As for capital cost, the Group is
exposed to the risk of market interest
rate movements. The Group will use
appropriate hedging tools when it is
exposed to material interest rate risk.

Foreign exchange risk stems from
changes in foreign currency price and
volatility, including changes in value
of any particular currency, changes
in volatility and correlations between
currencies and impact of currency
depreciation. The Group mainly involves
foreign currencies, in particular US dollar
and Renminbi, in structured financing
and investment activities. The Group is
not exposed to material foreign exchange
risk due to Hong Kong’s currency peg
with the US dollar. As for exchange rate
of Hong Kong dollar against Renminbi,
the GRM monitors market movement of
Renminbi on a daily basis and reports
any foreign exchange risk exposure to
the management on a monthly basis. In
the case of material foreign exchange
risk exposure, the Group will consider
conducting appropriate hedging
activities.
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Equity Risk

Commodity Risk

Underwriting Risk

Illiquid Market Risk

Credit Spread Risk

The risk of loss resulting from changes
in equity prices, indices and/or equity
implied volatility.

The risk of loss resulting from changes in
commodity prices and/or the volatility of
commodity prices.

The risk of loss resulting from (i) the
failure to place or sell a particular
security or bond facility concurrent with
a negative market or credit risk event;
and/or (i) inadequate due diligence in
connection with a securities offering.

The risk of loss associated with the
inability to sell assets or close out
positions in thinly traded or illiquid
markets at prices close to the last market
prices.

The risk of loss due to either the widening
or tightening of credit spreads on all
financial instruments where accounting
fair value depends on credit spreads,
including securities, credit derivatives,
credit valuation adjustments and fair-
valued liabilities.

Market risk manifests itself in the following four different ways

within the Group:

1. Trading book positions (trading market risk);

N

Portfolios outside the trading books where gains and losses

are reported on the income statement (non-trading market

risk);

3. Held-for-sale portfolios where gains and losses are reported
as other comprehensive income; and

4. Structural interest rate risk where market risk affects the
economic value of the Group.
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Operational Risk

Operational risk refers to the risk of loss stemming from external
incidents, defects in internal procedures, failure of IT systems
and misconduct of personnel, etc. The GRM is business unit
responsible for managing operational risk of the Group. The
Internal Audit Department serves as the monitoring unit, while
the frontline business departments and supporting departments
carry out specific operational risk monitoring functions based on
their respective duties.

The Group assesses and reports management over operational
risk on a regular basis based on actual business conditions. To
cater for the development of the Group’s business, the managing
departments suggest major areas for operational risk control
in, among others, workflow, manpower configuration, system
operations and risk management of new businesses. They
also assess and enhance the workflow and risk management
measures of the Group as a whole and each of the existing
business lines to ensure effective risk management and
availability of monitoring measures, whilst developing Business
Continuity Plans to prevent accidental business suspension
and strengthen post-disaster business recovery capabilities.
In addition, the Group has formulated policies and procedures
as well as operational manuals for all major businesses, which
are regularly updated to cope with the changes in business and
regulating environments.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

HZE2014%6A30H 1-618A

For the six months ended 30 June 2014

HZELTHAHIE6EA
Six months ended
Bt 2014568308 2013%6H30H
NOTE 30.6.2014 30.6.2013
FH&T FHET
HK$’000 HK$'000
(REER) (REHEZ)
(unaudited) (unaudited)
WA Revenue 6 1,077,357 702,260
E A A Other income 6 3,636 857
1,080,993 703,117
EERHNFRX : Employee benefits costs:
e MOERE -~ TEAL R Salaries and allowances,
RIREFT B bonuses and pension
scheme contributions 7 (240,555) (174,715)
BEEIMAE Commission to account
executives 7 (100,538) (81,451)
e Depreciation (18,524) (23,245)
HihiE e Other operating expenses (166,276) (149,900)
(525,893) (429,311)
&R AR Finance costs 7 (136,695) (32,702)
JE (5 LA A A BRAY Share of loss of investments
wEEE accounted for using
the equity method 11 (8,422) -
BR75 A A Profit before tax 7 409,983 241,104
i = Income tax expense 8 (58,264) (19,799)
B4 7 Profit for the period 351,719 221,305
AT AL FEAS - Attributable to:
RARER A Owners of the Company 351,719 220,292
PRSI MR Non-controlling interests - 1,013
351,719 221,305
es Dividends 10 167,515 109,841
(&&E7)
(restated)
NATHER AR Earnings per share attributable
SRAEF to owners of the Company 9
— HAR (FRBL) — Basic (HK cents per share) 23.37 18.52
— 58 (FAEL) - Diluted (HK cents per share) 20.99 18.52

BREREFEEERAR
20147 BAER S
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE201456A30R 116fE A
For the six months ended 30 June 2014

BZLU T BEIE6{EA
Six months ended
2014%6H30H 2013%6H30H
30.6.2014 30.6.2013
FEx FAT
HK$’000 HK$'000
(REEER) (REEEZ)
(unaudited) (unaudited)
BRI & A Profit for the period 351,719 221,305
Hit 2 HEBA : Other comprehensive expense:
BE1# Al BE BT D IEE Items that may be reclassified
1Bk HE - subsequently to profit or loss:
IR e EEH Cash flow hedge (1,414) -
AEEEREN AT EE Changes in fair value of
available-for-sale investments (16,516) (17,959)
BRNHME2mEFES (308i%8) Other comprehensive expense
for the period (net of tax) (17,930) (17,959)
HA 2 E B Total comprehensive income for the period 333,789 203,346
LA AT ERA Total comprehensive income
2HEW AR for the period attributable to:
ZA/NEIE 2SN Owners of the Company 333,789 202,333
FEPE B M R A Non-controlling interests - 1,013
333,789 203,346
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

201456 A30H
At 30 June 2014

Bt 20146 H308 2013412831H
NOTE 30.6.2014 31.12.2013
FET T
HK$°000 HK$'000
(REEX) (#|Z)
(unaudited) (audited)
BE ASSETS
ERBEE Non-current assets
PARERRIE ABRRIRE Investments accounted
for using the equity method 11 169,760 178,181
Vs - R N Property, plant and equipment 12 110,435 115,306
BES Goodwill 9,854 9,854
Hibmp & E Other intangible assets 6,609 6,609
Hih & E Other assets 24,119 41184
AN ERE Available-for-sale investments 13 651,732 728,418
FEZLHMIEE Held-to-maturity investments 14 191,465 449,421
Hﬁ@% R EATR Other loans and advances 16 1,325,547 1,188,200
BT E = Deferred tax assets 6,904 5,726
2,496,425 2,722,899
MENEE Current assets
BTRFHNITERE Advances to customers
in margin financing 15 9,765,338 7,938,421
HMER R Other loans and advances 16 1,037,575 1,872,200
FEWER R Accounts receivable 17 6,751,942 1,642,922
TERFIE - e Kk Prepayments, deposits and
E fth eI AR TR other receivables 18 434,213 331,685
A EFIE Tax recoverable 19,786 19,383
A ZFIEMIEE Held-to-maturity investments 14 133,196 358,182
PTHEBT A Derivative financial instruments 20 70,335 60,602
BAER ABER Financial assets at fair value
S EE through profit or loss 19 4,423,338 1,950,230
REFHENRE Cash held on behalf of customers 22 9,259,851 12,053,559
ReRREEEY Cash and cash equivalents 1,309,111 488,021
33,204,685 26,715,205
BERRR Total assets 35,701,110 29,438,104
REREE EQUITY AND LIABILITIES
BN Capital and Reserves
&7 Share capital 27 209,394 139,596
&G Reserves 7,366,895 4,627,100
BRAPHEDREARR S Proposed interim/final dividend 10 167,515 153,556
g Tk Total equity 7,743,804 4,920,252

BREREFEEERAR
20147 BAER S
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R2014F6H30H
At 30 June 2014

BaE 2014%6H30E 2013%12H31H
NOTE 30.6.2014 31.12.2013
T F&T
HK$’000 HK$000
(REERK) (#e281%)
(unaudited) (audited)
& LIABILITIES
EmEaE Non-current liabilities
AIAR ES Convertible bonds 26 983,354 966,273
RIETIEAE Deferred tax liabilities 13,564 14,910
ERkAEMEER Loans and other borrowings 26 426,542 426,503
1,423,460 1,407,686
mENBE Current liabilities
FESBRIR Accounts payable 23 10,427,731 13,407,180
E e BRIE K FERTFRIE Other payables and accruals 581,132 289,903
FER TR Tax payable 120,761 113,503
BRAFEFT AERZA Financial liabilities at fair value
HEaE through profit or loss 24 270,959 144,795
R AT ET ABRA Financial liabilities designated at
Mi%EBaE fair value through profit or loss 25 438,835 170,553
TEMBETA Derivative financial instruments 20 7,995 6,842
ERREMEE Loans and other borrowings 26 14,686,433 8,977,390
26,533,846 23,110,166
BfERRE Total liabilities 27,957,306 24,517,852
Izt & B ELREE Total equity and liabilities 35,701,110 29,438,104
MENEEFEE Net current assets 6,670,839 3,605,039
BEERRDAE Total assets less current liabilities 9,167,264 6,327,938
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZE2014F6A308 1L6/E B

For the six months ended 30 June 2014

ADARAARE
Attributable to owners of the Company
BERE
s K& TER RS/A FH
Ba ROEEE BRERR RORE SABR RARR EARR EXRFE WIRE RERRE  RRE REE &it i &it
Share Share  Capital Investment Convertible Proposed Non-
Share premium option redemption Contributed  Capital revaluation Exchange  Hedging bond cash/scrip ~ Retained controlling
capital account’ reserve' reserve! surplus’ reserve' reserve' reserve' reserve' reserve' dividend  profits’ Total interests Total
TAr  FEr AT TEr TR TEn TEr TEr TR TEr  TEr TEr A TEr TEn
HKS000  HKS000 HKSO000  HKS000  HKBOOD  HKSO0D HKS000  HK$000 HK$000  HKS000 HKSO0D  HKSOOD  HKS000  HK$000  HK$000
HR014F1A18 (B21) At 1 January 2014 (audited) 139,596 2,980,676 14,835 5,102 2 40,383 59877 (30)  (4953) 32,209 153,556 1,498,800 4,920,252 - 4,920,252
iy Profit for the period - - - - - - - - - - - 31719 35179 - M9
BREH2ERR Other comprehensive expense
forthe period - - - - - - (16,516) - (1,414) - - - (17,930 - (17,930
2k (F) 28 Total comprehensive income (expense) - - - - - - (16516) - (1414) - - 351719 333789 - 333789
REERETHRR Shares issued under rights issue
- hiz -note 27 69,798 2,573,521 - - - - - - - - - - 2,643,319 - 2,643,319
BRuGRE Share options lapsed - 1283 (1,289) - - - - - - - - - - - -
BERENEEXAM013EE 2013 final dividend declared and
RERE - M0 settled in cash - note 10 - - - - - - - - - - (153,556) - (153,556) - (153,55)
RR01EFTHRE Proposed 2014 nterim dividend
- M0 -note 10 - - - - - - - - - - 167515  (167515) - - -
H201456 308 (KE%H) At 30 June 2014 (unaudited) 209,394 5,555,480 13,552 5,102 2 40,383 43,361 (30)  (6,367) 32,209 167515 1,683,094 7,743,804 - 1743804
R013E1A18 (H5H5) At 1 January 2013 audited) 9153 1767879 18058 5102 N 501 4183 (30) - - 68851 1288135 8254034 5811 3,25984%
Bt Profitfor the period = - - - - - - - - - - 20292 2022 1018 221305
BNE2ERR Other comprehensive expense
forthe period - - - - - - (17959) - - - - - (17959) - (1799
S (%) 8% Total comprehensive income (expense) - - - - - - (17959) - - - - 220292 202333 1013 203,346
RESREGHRA Shares issued under rights issue 45767 1107292 - - - - - - - - - - 1153059 - 1153059
BRERE Share options lapsed - 2000 (2700) - - - - - - - - - - - -
WEHBARME kG Acquisition of additional shares
- fizko8 in subsidiaries - note 28 - - - - - By - - - - - - BIY (6824 (11942
BERENEEXANH012EE 2012 final dividend declared and
KRS settled in cash - - - - - - - - - - (68651 - (68651) - (68651)
BR013EEPHRE Proposed 2013 interim dividend
Al -note 10 = = = = = = = - - - 109,841 (109,841) - - -
RI013F6A308 (REEEH)  At30June 2013 (unaudited) 137301 2897873 15386 510 04038 (13776) (30) - - 109841 1343586 4535667 - 4535657

L These reserve accounts represent the unaudited consolidated reserves other than share capital and proposed cash/scrip dividend
of approximately HK$7,366 million (31 December 2013: approximately HK$4,627 million) in the unaudited condensed consolidated
statement of financial position.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HZE20146A308 161 A
For the six months ended 30 June 2014

HZELUTAHIE6EA
Six months ended
20146 H30H 201346 AH30H
30.6.2014 30.6.2013
FHET AT
HK$°000 HK$000
(REEZR) (REgEE=Z)

(unaudited)

(unaudited)

REER

LEESEPHW
EERERE

RTEPHAFRBELN

HAE R B ER
A ()
FEY AR K AE N
BAFERTARRN
MRS E BRI
REFEANRSE
A ()
FERTRRIR CORid) a0
RIZER =L EN
MRS E BB N
HEER A HER AR
MR AR
H At FE A RRK S FE R T RIR
i CRd)
Hit 2 ERSRE

LEMARE
EUFLE
B
EfNFE

(Bf) EEHE

REXBTAR S FHE

REEH
HERTHEE
BEPTSHIR
E{CESECESIL Gy
BEPTSHIR
REBBHEFNEYFE
BEYE  #ELkEE
BEAHOERE
BERERIHNRE
W B P B 1 B RO B A AL
Hi B RS RE

REZFHHE (FiR)
REFE

OPERATING ACTIVITIES

Operating cash flows before movements in
working capital

Increase in advances to customers in
margin financing

Decrease (increase) in other
loans and advances

Increase in accounts receivable

Increase in financial assets at fair value
through profit or loss

Decrease (increase) in cash held on behalf
of customers

(Decrease) increase in accounts payable

Increase in financial assets sold under
repurchase agreements

Increase in financial liabilities designated
at fair value through profit or loss

Increase (decrease) in other payables and accruals

Other operating cash flows

Cash used in operations
Interest received
Dividend received
Interest paid

Tax (paid) refund

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES

Proceeds from disposal of available-for-sale
investments

Proceeds from redemption of held-to-maturity
investments

Interest received from investment in debt securities

Purchases of property, plant and equipment

Purchases of available-for-sale investments

Purchases of held-to-maturity investments

Acquisition of additional shares of subsidiaries

Other investing cash flows

NET CASH FROM (USED IN) INVESTING
ACTIVITIES

93,686 (99,339)
(1,826,917) (1,194,252)
697,278 (399,650)
(5,054,338) (371,277)
(2,473,108) (317,653)
2,793,708 (851,899)
(2,979,449) 1,146,009
370,864 =
268,282 =
284,445 (43,173)
24,818 (35,991)
(7,800,731) (2,167,225)
442,588 298,390
1,771 392
(112,830) (31,638)
(53,933) 1,635
(7,523,135) (1,898,446)
124,718 -
397,614 27,252
21,976 48,351
(14,113) (10,164)
(7,752) (661,416)
(6,218) (167,985)
- (11,942)

19 10,403
516,244 (765,501)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HZE2014%6A30A LL61E A

For the six months ended 30 June 2014

BZEZLUUTHAELE6{EA
Six months ended
2014%6H308 2013%F6H30H
30.6.2014 30.6.2013
THET T
HK$’000 HK$000
(REBEZR) (REEZ)
(unaudited) (unaudited)
MEEE FINANCING ACTIVITIES
HARPTISRIE Proceeds from rights issue 2,643,319 1,153,059
ERkHEMEE Net proceeds for loans
FT{S I35 and other borrowings raised 5,338,218 1,728,174
BfIRRRERE Dividends paid to shareholders (153,556) (68,651)
BMETHFAEMNIREFEEE NET CASH FROM FINANCING ACTIVITIES 7,827,981 2,812,582
BHERBESEEYHN NET INCREASE IN CASH AND
BINEEE CASH EQUIVALENTS 821,090 148,635
HAIMEER CASH AND CASH EQUIVALENTS AT
REZEEY BEGINNING OF PERIOD 488,021 467,834
HIMNEER CASH AND CASH EQUIVALENTS
HEEEY AT END OF PERIOD 1,309,111 616,469
RERBESEEY ANALYSIS OF BALANCES OF CASH AND
EFHN D CASH EQUIVALENTS
RERBEEEY Cash and cash equivalents 1,309,111 616,469

BREREFEEERAR
201470 iSRS
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

#HZE2014%6A30H 1L61E A
For the six months ended 30 June 2014

—REH

BBEBRRESEEERAR ([ARHE]) T
—ERBEREIMHAIZINBEREMELRR - &
NRAMEBEXMHBUNBTLREHBT189
REEBRAE22E
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HZE2014F6HA30B L61E A - KAArI R E
WEBAR (S [AEE]) ETIEEZHE
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fing ([BERMAE]) BHNEES
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General

Haitong International Securities Group Limited (the
“Company”) is a limited liability company incorporated in
Bermuda. The principal place of business of the Company is
located at 22nd Floor, Li Po Chun Chambers, 189 Des Voeux
Road Central, Hong Kong.

The Company is listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”).

During the six months ended 30 June 2014, the Company
and its subsidiaries (collectively named as the “Group”) were
involved in the following principal activities:

securities, futures, options and bullion contracts
brokerage

« the provision of nominee and custodian services

+ the provision of corporate advisory, placing and
underwriting services
the provision of investment management services
the provision of margin financing and structured
financing

« trading and market making activities

This unaudited condensed consolidated interim financial
statements are presented in HK dollars (“HK$”), unless
otherwise stated.

Basis of preparation

The unaudited condensed consolidated financial statements
have been prepared in accordance with Hong Kong
Accounting Standard 34 (“HKAS 34”) Interim Financial
Reporting issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) as well as with the applicable
disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HZE2014%6A30A LL61E A

Fort

he six months ended 30 June 2014

3.
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3. Principal accounting policies

The unaudited condensed consolidated financial statements
have been prepared on the historical cost basis except
for available-for-sale investments, financial assets and
liabilities at fair value through profit or loss (including
derivative financial instruments), which are measured at fair
values.

Except as described below for the application of new or
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the HKICPA, the accounting policies and
methods of computation used in the unaudited condensed
consolidated financial statements for the six months
ended 30 June 2014 are the same as those followed in the
preparation of the Group’s annual financial statements for
the year ended 31 December 2013.

In the current interim period, the Group has applied, for the
first time, the following new interpretation and amendments
to HKFRSs issued by the HKICPA that are relevant for
the preparation of the Group’s unaudited condensed
consolidated financial statements:

Amendments to HKFRS 10, Investment Entities
HKFRS 12 and HKAS 27

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

Novation of Derivatives and
Continuation of Hedge
Accounting

Levies

Amendments to HKAS 39

HK(FRIC) - INT 21

The application of the above new or revised HKFRSs in
the current interim period has had no material effect on
the amounts reported in these unaudited condensed
consolidated financial statements and/or disclosures set
out in these unaudited condensed consolidated financial
statements.
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4. Critical accounting judgements and key

sources of estimation uncertainty

In the application of the Group’s accounting policies, the
directors of the Company are required to make judgements,
estimates and assumptions about the carrying amounts
of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions
are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on
an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

In preparing the unaudited condensed consolidated interim
financial statements, the significant judgments made by
management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were the same as
those that applied to the Group’s annual financial statements
for the year ended 31 December 2013.

. Segment information

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker is the
person or group that allocates resources to and assesses
the performance of the operating segments of an entity. The
Group has determined the Executive Committee as its chief
operating decision maker.

The Group’s majority of revenue is related to activities
conducted in Hong Kong. No single customer amounts to
more than 10 percent of the Group’s revenue.
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5. Segment information (continued)

The segments are managed separately as each segment
engages in different activities. The Group’s reportable
segments are as follows:

(a)

the brokerage and margin financing segment engages
in securities, futures, options and bullion contracts
brokerage and dealing, provision of margin financing
to customers, and provision of custodian and handling
services;

the corporate finance segment engages in provision of
corporate advisory, placing and underwriting services;

the investment management segment comprises
provision of fund management and provision of wealth
management services;

the structured financing segment engages in the
provision of structured financing solutions to corporate
clients of the Company for their corporate actions and
shareholder activities, including takeovers, mergers and
acquisitions;

the fixed income, currency and commodity segment
engages in trading and market making in debt securities,
bullion contracts and leveraged foreign exchange trading;
and

the “others” segment comprises trading and market
making in equity securities and investment in funds and
derivatives.
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5.

TEER #)

TREIAEEEB D HBEWAREF

. Segment information (continued)

The following table presents revenue and profit/(loss) for the

(1) : Group’s business segments:
B £2014F6H30H L61EA Six months ended 30 June 2014
HES)E Bels
FERE it REER FREREE HERER At &8
Brokerage Fixed income,
and margin Corporate Investment ~ Structured  currencyand
financing finance  management financing  commodity Others ~ Consolidated
TR TR TR TER TER TEn TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ARYA : Segment revenue:
HETHREP Sales to external customers 493,561 130,531 61,033 262,603 135,39 14490 1077357
EfMA Other income - 156 - - - 3,480 3,6%
L Segment results 109,668 70926 4999 162,698 64,650 564 418,405
EENERENR Share of loss of investments
HREER accounted for using the
equity method (8,422)
FEHRY Income tax expenses (58,264)
iy Profit for the period 351,719
ik Depreciation (16,622) (388) (340) (720) (401) (53) (18,524)
BIBmA Finance costs (76,208) - - (50,750) (9.737) - (136,695)
#IZ22013%6A30H LE61E A Six months ended 30 June 2013
&k Bhaieas
FREE XEE REER RREREE  MNERAW Af 58
Brokerage Fixed income,
and margin Corporate  Investment  Structured  currency and
financing finance  management financing ~ commodity Others  Consolidated
TEL TER TEn TEn TEn TEL TEL
HK$1000 HK$'000 HK$'000 HK$000 HK$1000 HK$'000 HK$000
P O Segment revenue:
HETIREP Sales to external customers 362,309 58,084 46,330 174101 76,437 (5,001) 702,260
Al Other income - 658 - - - 199 857
pEIES Segment results 63,967 32,906 982 109,610 43,182 (9,543) 261,104
FEHES Income tax expenses (9799
eyl Profit for the period 221,305
ik Depreciation (19,849) - (457) (2,042) (897) - (23,245)
HHRA Finance costs (14,343 - - (11,304) (5,384) (1,581) (32,702)
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6. WARHEMUA 6. Revenue and other income
WA (MAAREERE ) REMIAR An analysis of revenue (which is also the Group’s turnover)
AT and other income is as follows:
HZELTHHIE6EA

Six months ended
20146 H30H 201346 H30H

30.6.2014 30.6.2013
FHEx FAT
HK$°’000 HK$'000
(RESER) (REEEZ)
(unaudited) (unaudited)
L ON Revenue
SERE S Brokerage:
WAL AT Commission on securities brokerage 172,123 146,744
R AL LA Commission on futures and options
brokerage 57,748 67,728
EeEEHKEAR Commission on bullion contracts
brokerage 858 3,880
REBAKRRE RIEE Custodian and handling service fees 8,164 4,393
A : Corporate finance:
s - BSOS BHEAS Commission on placing, underwriting and
sub-underwriting 82,756 42,277
R R B T A s B Consultancy and financial advisory fees 47,775 15,807
REEE Investment management:
EeERBRRIE Fund management and performance fees 24,236 18,605
HEEERMAE Commission on wealth management 36,797 27,725
ERREEES Loans and financing activities:
R R E RS Interest income from structured
KT BUA financing activities 242,603 174,101
FFEEE REAMES Interest income from margin financing
B S A and other activities 254,668 129,564
BE R Trading and market making:
B SR E A S WA Interest income from investment in
debt securities 25,327 65,129
BAF B ABSA T Net gain (loss) on financial assets at
BEWE (Bi8) #58 fair value through profit or loss 113,604 (4,848)
PTETEARESBAHMESE  Netincome (loss) from derivatives
A (E518) F5 and bullion contracts trading 4,372 (2,199)
TEIRINE B BRI A SR Net income from leveraged foreign
exchange trading 4,555 12,962
BBHA Dividend income 1,771 392
1,077,357 702,260
Hitglg A Other income
Hith Others 3,636 857
3,636 857

BREREFEEERAR
20147 BAER S
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7. BRBIANER 7. Profit before tax
BZL T HALL6EA
Six months ended
2014%6H30H 2013F6H30H
30.6.2014 30.6.2013
FET FBT
HK$°000 HK$'000
(REEER) (REEE=Z)
(unaudited) (unaudited)
BRERRDE A E H0BR - Profit before tax has been arrived at
after charging:
EERFIFX Employee benefits costs
(BREFHE) (including directors’ remuneration):
e TEALERL Salaries, bonuses and allowances 236,342 171,176
BEEEETRE Commission to account executives 100,538 81,451
BRREETEIHFFEE Net pension scheme contributions 4,213 3,539
341,093 256,166
B HKRE Impairment loss on held-to-maturity
BEEE (H3E14) investments (note 14) 33,500 =
B TERK AN Finance costs:
—RITERRBX - bank loans and overdrafts 124,638 32147
— Eftb - others 12,057 555
136,695 32,702
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8. FIBHRAX

8. Income tax expense

BZL T HALL6EA
Six months ended
20146 H30H 201346H30H

30.6.2014 30.6.2013
TFHET T
HK$°000 HK$’000
(REBEZ) (REFEZ)
(unaudited) (unaudited)
ARHATR 18 Current taxation
— &% - Hong Kong 60,225 30,724
— HERHM A EE R - PRC and other jurisdictions 563 817
60,788 31,541
B B RS Over provision in prior period
— BB - Hong Kong - (7.791)
IEIETE IR Deferred tax
o - Current period (2,524) (3,951)
58,264 19,799

KA EBEHRE - FENEHIENER
PREE A M ERRTBUE MM 16.5%A1 & o

BREPEARKMBEERETE [0
FERED) REEMERAEBE - +
BB AR EEMSHNER25% -

HipRpAEBROHIBNIREH R AT &R
MERAREE -

BREREFEEERAR
20147 BAER S
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Hong Kong Profits Tax is calculated at 16.5% on the
estimated assessable profits arising in Hong Kong for the
current and prior period.

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC subsidiaries
is 25%.

Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions.
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. BREF
SRR EF
FRERZFTBBEARRRES ABGHA

ot FIBR LA HIA B 31T B AR A INHE 15 Bt
& o

9. Earnings per share
Basic earnings per share
Basic earnings per share is calculated by dividing the profit

for the period attributable to owners of the Company by the
weighted average number of ordinary shares in issue during

the period.
BZEUTHALL6MEA
Six months ended
2014%F6H308 2013%6H30H
30.6.2014 30.6.2013
(REEZR) (CREEE=Z)
(unaudited) (unaudited)
2 H| Earnings
RARIEB AEGER Profit for the period attributable to
A (FAIT) owners of the Company (HK$'000) 351,719 220,292
(g&=75)
(restated)
avEqE Number of shares
B3 TTE AR A e Weighted average number of ordinary
FHE (T (F5E(a)) shares in issue (in thousands) (note (a)) 1,504,935 1,189,622
BRERZT (FAAI) Basic earnings per share
(HK cents per share) 23.37 18.52

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014

41



BB M SRR M
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

9. BREF @) 9. Earnings per share (continued)
BRESS R T Diluted earnings per share
FlESERF T ENBRE M B # 8L mkE Diluted earnings per share is calculated by adjusting the
R AL BT SRR INETHEGT weighted average number of ordinary shares outstanding to
"o assume conversion of all dilutive ordinary shares.

BZL T HALL6EA
Six months ended
20146 H30H 201346H30H

30.6.2014 30.6.2013
(REEX) (RE&EZ)
(unaudited) (unaudited)
&7 Earnings
RAREE AELREA Profit for the period attributable to
w Al (FETT) owners of the Company (HK$'000) 351,719 220,292
BEEETRERTE Effect of dilutive potential ordinary shares
— AR ESH TS — Interest on convertible bonds
(i) (FiE(p)) (net of tax) (note (b)) (HK$'000)
(F#&T) 19,523 -
RUTESREERFAZT] Earnings for the purpose of diluted
(%) earnings per share (HK$000) 371,242 220,292
(#e&E75)
(restated)
& & B Number of shares
OEITE R INET98  Weighted average number of ordinary
(FR) (MT% )) shares in issue (in thousands) (note (a)) 1,504,935 1,189,622
B ST RRTE Effect of dilutive potential ordinary shares
— ARES (kD)) — Convertible bonds (note (b))
(FA%) (in thousands) 263,836 =
AT E SIS & T Weighted average number of ordinary
TR ANREE S E (FR%) shares for the purpose of diluted
earnings per share (in thousands) 1,768,771 1,189,622
FRESERR (FRB) Diluted earnings per share
(HK cents per share) 20.99 18.52

BREREFEEERAR
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9. BIRER @)

PGE :
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9. Earnings per share (continued)

Notes:

(a)

During both current and prior six-month periods, the Group raised
approximately HK$2,643 million (net) and HK$1,153 million (net)
by way of rights issue on the basis of one rights share for every two
existing shares held by shareholders of the Company at the price
of HK$3.80 and HK$2.55 respectively, which represent a discount
to the prevailing fair value at the date of rights issue of the existing
shares.

The effect of the bonus element resulting from this rights issue
has been included in the calculation of basic and diluted earnings
per share and prior period basic and diluted earnings per share is
adjusted in order to provide a comparable basis for the rights issue
in the current six-month period.

On 18 July 2013 and 10 October 2013, the Company issued
convertible bonds of HK$776 million and HK$232 million
respectively. As at 30 June 2014, these convertible bonds are
convertible into ordinary shares of the Company at a conversion
price of HK$3.67, at the option of the holders of the convertible
bonds, which created a potential dilutive effect to the basic earnings
per share.

In the calculation of the diluted earnings per share, the convertible
bonds are assumed to have been converted into ordinary shares.
The weighted average number of ordinary shares outstanding is
increased by the weighted average number of additional ordinary
shares that would have been outstanding assuming the conversion
of all dilutive potential ordinary shares from the date of the first
issue. The net profit is adjusted to eliminate the interest expense
less the tax effect.

As the exercise price of the Company’s share options is above
the average share price of the Company, the share options
have no effect of dilutive potential ordinary shares for both
periods.
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10. 1% 5

10.Dividends

#H £2013F12A831H IEF E 8 X H R &

153,556,000/ JTCE 7201445

FIRAS

MR2014F8R7HETHNESE 8% L &
@RFEUNIR S MMN2014F9A1H (EH

—) BIARBEREMORRE

201456 H30H 1-61# A /Y Hf

=
I B &R 8E

il (A= 201346 H30H IE61E A : R EIAL S

HEFRSBM) -
9A118 (B

MUERZEARNERE

R HA R B TE B R 20144F
HAPY) kA& ©

11.

A final dividend of HK$153,556,000 in respect of the year
ended 31 December 2013 was paid in May 2014.

At a meeting of the Board held on 7 August 2014, the Board
resolved to declare an interim dividend of HK8 cents per
share in cash for the six months ended 30 June 2014 (six
months ended 30 June 2013: interim dividend of HK8 cents
per share in cash), to shareholders whose names appear
on the register of members of the Company on Monday,
1 September 2014. The interim dividend is expected to be
paid on or about Thursday, 11 September 2014.

Investments accounted for using the equity
method

2014%6H308 2013%12H31H

30.6.2014 31.12.2013
FHER FBTT
HK$°000 HK$'000
(REERK) (fe#==%)
(unaudited) (audited)
kNG I An associate:
i el/NG |50 Cost of unlisted investment in
JE ETIREKA an associate 7,757 7757
o WiEE Share of post-acquisition loss and
BEEEMEAERY other comprehensive expense, net of
HERE WA E dividend received (510) =
7,247 7,757
BEBRE Ajoint venture:
RELDED Cost of unlisted investment in
FE EHIREMRAR a joint venture 155,267 155,267
O WEEANEREMEE  Share of post-acquisition profits and
Wz MBREWARE other comprehensive income,
net of dividend received 7,246 15,157
162,513 170,424
169,760 178,181

BREREFEEERAR
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MNUBRZEARNKRE @)

NESEABRNBREFTOT

11.Investments accounted for using the equity

method (continued)

Details of investments accounted for using the equity
method:

rEEER
Eisimet Equity interest by the Group
AR ER R2014F R2013F
Place of 6H30H 12A318
BREE business/country As at Asat FEEK
Name of entity of incorporation 30June 2014 31 December 2013 Principal activity
BETX

Joint venture

Haitong-AC Asian Special HEHE
Opportunities Fund ([#%%%& ]) The Cayman Islands
(PfzE)

Haitong-AC Asian Special
Opportunities Fund (the “Fund”)
(note)

VAN

Associate

EEEAEEEARAR

Trinitus Asset
Management Limited

B0
Hong Kong

MR T AN S0 % B4 R EiE it
IR -

GEX

M2014F6 A30H K2013F12A318 A& EEFH
20,0000k 2 B iR - (hakE &44.4% (20135124
318 : 44%) H#z - 2HRMNAREEIREIREZE
SE BRI - T EE FEMRERREAMEE
o

EERRGRSEZESNENEBHEREERR
WERDZIEFIROL2E T —RABEFERE - B
20146 A30H K%2013%F12831H » AEBEE A Z
HEL0%MEERD o BINONMERBRMDBERE=
FHEE - EHERIAGRE RS ZIE Gt Tk
I REERZESHERSFEA HEAELE A
RAERIR AR SIAAR ©

ZESWERBITENE - B REEZEHEGE
AR R AN.638HB T (2013512H318 : 1.70(8
L) MEEEERKRASENZARBRKA

44 4% 4% REER
Investment holding
20% 20%  REABERS
Investment

management service

Both the companies are private companies and there is no
quoted market price available for these shares.

Note:

As of 30 June 2014 and 31 December 2013, the Group held 20,000 units
of participating shares, representing 44.4% (31 December 2013: 44%)
interest in the Fund. The participating shares provide the Group with the
share of returns from the Fund but not any decision-making power nor
any voting right.

The management shareholders are empowered to make all the key financing
and operating decisions in the Fund and require unanimous consent of
the parties sharing control. As of 30 June 2014 and 31 December 2013, the
Group held 50% of the management shares in the Fund and the other 50%
management shares are held by a third party. The arrangement of sharing of
control is contractually agreed by both parties. As such, the interest of the
Group in the Fund is classified as a joint venture. The interest is accounted
for using the equity method of accounting.

There is no unfilled capital commitment to the Fund. The current carrying
amount of HK$163 million (31 December 2013: HK$170 million) in the
unaudited condensed consolidated statement of financial position
represents the Group’s maximum exposure.
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12.90% - EBERRE

12.Property, plant and equipment

A& ffi 58 ElEH
kEF  AENEEE Rt ElEn REGER st
Computer
Leasehold Furniture software and
land and Leasehold fixtures and Computer system
buildings  improvements equipment hardware  development Total
TEn T Thn THn THR THn
HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
01467308 (KEZH)  30June 2014 (unaudited)
201451718 At 1 January 2014
s Cost 3,092 46,064 39,363 94,532 269,419 453370
ZRlE Accumulated depreciation (1,203) (33,614) (30476) (86,268) (186,713) (338,064)
REYE Net carrying values 1,799 13,350 9,187 8,264 82,706 115,306
R21GE1R1R At 1January 2014, net of
25 accumulated depreciation 1,799 13,350 9,187 8,264 82,706 115,306
e Additions - 4,753 2,687 5,247 1,426 14113
e Disposals - (223) (105) (132) - (460)
i Depreciation (39) (1,960) (1,484) (3/82) (11,860) (18,524)
R2014E6A308 - At30June 2014, net of
MH2HENE accumulated depreciation 1,761 15,920 10,285 10497 72,07 110,435
RA4E6A30R At30June 2014
s Cost 3,092 50,065 41,533 98,008 270,845 465,343
ZElE Accumulated depreciation (1,331) (35,05) (31,248) (88,711) (198,573) (354,3908)
REYE Net carrying values 1,761 15,920 10,285 10497 7,01 110,435
TRBEREAEEER AR

20147 BAER S
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12.M0% - BN R1E (#®)

12.Property, plant and equipment (continued)

&L fiilh - %8 Bl
kET  BEWRRE e Sl REGER et
Computer
Leasehold Furniture software and
land and Leasehold fixtures and Computer system
buildings  improvements equipment hardware development Total
TER TEL Thr Thr TEn TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
2013%56A30R (REEE)  30June 2013 (unaudited)
R2013F1A1A At1 January 2013
AR Cost 3,092 72,703 54,350 89,052 268,646 487843
2ENE Accumulated depreciation (1,219) (62,276) (45,751) (81,292) (154512) (345,046)
HEHE Net carrying values 1877 10427 8,599 7760 114134 142,797
R201E1A18 - At 1January 2013, net of
NR2ENE accumulated depreciation 1877 10,427 8,599 7760 114,134 142,797
hE Additions = Al 1819 562 74 10,166
e Disposals - 2) (432) (52) - (486)
Vil Depreciation (39) (2,447) (1,370) (2,689) (16,700) (23,245)
12013564308 - At 30 June 2013, net of
ME2RHE accumulated depreciation 1838 15,689 8,616 5,581 97508 129,23
R2013E6A30R At 30 June 2013
AR Cost 3,092 80411 b4,145 89,604 268,720 495872
2ENE Accumulated depreciation (1,254) (64,722) (45,529) (83929) (171,212) (366,640)
REFE Net carrying values 1838 15,689 8,616 5,581 97508 129,232

EXFREAEENHE LW REFMRE

7B BIHHEFHEA

The Group’s leasehold land and buildings included above are
situated in Hong Kong and are held under the following lease

terms:

2014%6H30H 2013412A31H

30.6.2014 31.12.2013
FBT FAT
HK$°’000 HK$'000
(RESER) (Fe3=1z)
(unaudited) (audited)
ZIRESE ¢ At net carrying values:
FREfFEE Medium term leases 1,760 1,800
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13. A HEKRE 13.Available-for-sale investments

201456 H30H 2013412A31H

30.6.2014 31.12.2013
FHET FET
HK$°000 HK$'000
(REEX) ($eE%)
(unaudited) (audited)
JEETESLERE L AFE © Unlisted fund investments, at fair value:
— &S (M) - in Hong Kong (note (a)) 499,349 629,658
JEETRRAIRE - HRAFME : Unlisted equity investments, at fair value:
— AR B A (HfEE()) - in Mainland China (note (b)) 17,500 15,375
JEETEBRES - I AFE © Unlisted debt securities, at fair value:
— &S (M) - in Hong Kong (note (c)) 134,883 83,385
651,732 728,418
5T - Notes:
(a) AEERENFGERERES - ZFREES (@) The Group invested in unconsolidated investment funds. These
TERERD LTHEEFRITATAE T E/Z investment funds mainly invest in listed securities and derivatives,
BRREERBEERABERIZEEWA - with a primary objective to provide the investors with capital

appreciation and investment income.

(b) ZEBRREBEEMEEIERHOERAT (— (b) The balance represents the promoter foreign shares of Changmao
EIREE R FTER FTRIAR]) BIZEFEAINER o Biochemical Engineering Company Limited, a company listed on the
FESTE TEZERSNPET - UEERES Main Board of Stock Exchange. Subject to certain restrictions on
HEHEEAEBREERE S MR SE transfer and upon obtaining the requisite approvals from, among
BR N ER AR - ZHHEAINERR AT E K FTH other bodies, the China Securities Regulatory Commission and the
A% - B TSRS R E R EmHRAER o Stock Exchange, the promoter foreign shares may be convertible

into listed H shares and shall thereafter carry the same rights
obligations of those listed H shares.

(c) MAHME EHEERFERIBNEESEH (c) During the current period, there was a re-classification of
SEEAHHEREER - BEEH D EFSE debt investments from held-to-maturity to available-for-sale
BRIEE14 © investments category. Details of the re-classification are set out in

note 14.
BN TEFENEETBERNHEESS - Details of disclosure for fair value measurements are set out
in note 33.
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#HZE201456A30H 1E61E A
For the six months ended 30 June 2014

14. 5822 HHNKRE

14.Held-to-maturity investments

201456 H30H 2013412A31H

30.6.2014 31.12.2013
FBT FiBT
HK$°000 HK$'000
(REBER) (J&5=1z)
(unaudited) (audited)
I EMEBES Unlisted debt securities 324,661 807,603
B RENES Less: current portion (133,196) (358,182)
IEMENEL Non-current portion 191,465 449,421

AEBMFEANEBESNE L FEFEN
F41%%E13.75% (2013F12H318 : & 4
2.95%%13.75%) ' W 20145 20184
FEﬂ@J,ﬁﬂ °

R2014F6 430 ' HAEEZHHMNIKERF
{8 #9328,525,0007% 7t (2013 12H318 :
818,189,000 7T) - A AT EF=MHE
BRI FESS o

RAHRE - BN 2B AFERIHNE
BRENZETAEEBRETR  ARBELE
BB ASREEEZES B EERE
BEAS IR -

EREEFEEFERBERNENEBREE
ERERE - BIRSBEIDAERNEFRERN
BERAEEMEMECRNESRAE - A
ARENERENEEZHRAAREBEESHE
ERAEEZERFEEEaRAER - B
REBENEEFISHNHET -

B LR EREHRENBLER  BEE
RRTEHARREDERBERRHNK
& - R2014%6 A30R - 51,191,000 T2
BN REAHEERBEWIRAFEEN

=
E°

The debt securities held by the Group are having contractual
interest rate from 4.1% to 13.75% per annum (31 December
2013: 2.95% to 13.75% per annum) and with maturity dates
ranging from 2014 to 2018.

As at 30 June 2014, the fair value of the held-to-maturity
investments was approximately HK$328,525,000 (31 December
2013: HK$818,189,000). Details of disclosure for fair value
measurements are set out in note 33.

During the current period, there were significant
deterioration in the issuers’ creditworthiness of particular
debt investments which were initially classified as held-to-
maturity and these isolated events that were beyond the
Group’s control, were non-recurring and could not have been
reasonably anticipated by the Group.

The management assessed that there is objective evidence
that an impairment loss on particular debt investments
incurred individually. The amount of the loss was measured
as the difference between the asset’s carrying amount and
the quoted market price of the particular debt investment.
The carrying amount of the investments was reduced directly
and the amount of loss has been recognised in unaudited
condensed consolidated statement of profit or loss. Details
of disclosure for impairment loss are set out in note 7.

As a result of abovementioned isolated events for particular
debt investments, the management considered that it
is no longer appropriate to classify those investments
as held-to-maturity. The amount of HK$51,191,000 has
been re-classified to available-for-sale investments and
re-measured at fair value as at 30 June 2014.
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#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

15.

RTEFNFRERE 15.Advances to customers in margin financing
2014%F6A30H 2013%12A31H

30.6.2014 31.12.2013

FERT FAET

HK$°000 HK$ 000

(RBEK) (&%)

(unaudited) (audited)

BRTAREFPINERN Loans to margin clients 9,772,449 7,945,532
B BB R Less: Impairment allowance (7111) (7111)
9,765,338 7,938,421

FREFPEERERBNIEASEMERDN
EREFTEMEETE -

REDHETHREFHOERBEMD EIFE
FEBRARE - AEERE KRR
BE  URBEERERRLEETHR
B o WHBBERLE - BIBEERSER
BA MEBEFBEMZER -

M20145%6 308 » 97.651E /& JT (20134
128318 : 79.38B87L) MG TRFME
RERFRAAEBERUEAERRERD
BHEEM - RITEMEFL16.70EE T
(2013412 H31H : 360.88f8/87T) °

EREEHATEFPNITRAMEEITERN -
ZoREEE - RS REEEHE (2
FENEEREARENATKRLE) &7
R ERME - H 2201456 A30H 1E61E A
FEZE2013F12 8318 It & & B 2 [
BER -

HREFERRREOMAESTRBE XK
MEREEMS L EESR WU BREREK
AT

BREREFEEERAR
20147 BAER S
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The credit facility limits to margin clients are determined
by the discounted market value of the collateral securities
accepted by the Group.

The majority of the loans to margin clients are secured by
the underlying pledged securities and interest bearing. The
Group maintains a list of approved stocks for margin lending
at a specified loan to collateral ratio. Any excess in the
lending ratio will trigger a margin call which the customers
have to make good the shortfall.

As at 30 June 2014, advances to customers of HK$9,765 million
(31 December 2013: HK$7.938 million) were secured by securities
pledged by the customers to the Group as collateral with
undiscounted market value of HK$41,670 million (31 December
2013: HK$36,088 million).

The advances to customers in margin financing have been
reviewed by management to assess impairment allowances
which are based on the evaluation of collectability, ageing
analysis of accounts and on management’s judgement,
including the current creditworthiness and the past
collection statistics of individual account. There was no
impaired debt for the 6 months ended 30 June 2014 and the
year ended 31 December 2018.

No ageing analysis is disclosed as in the opinion of the
directors, the ageing analysis is not meaningful in view of
the revolving nature of the business of securities margin
financing.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2014

16. Hitt B R B 16.0ther loans and advances

201456 H30H 2013412A31H

30.6.2014 31.12.2013
FExT FiBT

HK$’000 HK$'000

(REBER) ($eE%)

(unaudited) (audited)

HERRBR Other loans and advances 2,363,122 3,060,400
B SERENER S Less: Non-current portion (1,325,547) (1,188,200)
mEnE D Current portion 1,037,575 1,872,200

REmER  HtERRBRY EFESLE

o

&

FIEZEEMERRBRGERAR, %L
BREARXE - FTHRHA GRS BE2F
AER ° ERABRBIEERER - AEEE
REEBLAREEZBEREZSFEME
REBRORHARIN - BRERANRHA
XA BEMRABABERD  BZEFH
ERRBFETEREN - REFmNE
2O REBNTEBREBRAR, L
RARBBEARR - BMOHEER R BREE
BREERER - WHEERRRERE -

RAPRREFE  ZEEREREBRE
BNRBFENZR2%ERTEREBEMNENF
ME10%FIZF B ENE2%E13%:t 8 °

KEEMERRBROMNEWAERS [ 4
BUERBERDOMNE WAL FES) - B
ER R B REERR FENDHK -

There is neither impaired nor overdue other loans and
advances as of reporting dates.

All these other loans and advances are secured and/or
backed by guarantee with contractual maturity within 2 years
from the reporting date. Credit limits are set for borrowers
and regular reviews on these other loans and advances
are conducted by the Risk Management Department and
the Risk Management Committee of the Group based on
the latest status of these other loans and advances, and
the latest announced or available information about the
borrowers and the underlying collateral held. Apart from
collateral monitoring, the Group seeks to maintain tight
control over its loans and advances in order to minimise
credit risk by reviewing the borrowers and/or guarantors’
financial positions.

In both current period end and prior year end, these loans
bear interest at Hong Kong prime rate minus 2% to Hong
Kong prime rate plus 10% or at a fixed rate of 2% to 13% per
annum.

Interest income derived from other loans and advances was
recognised as “interest income from structured financing
activities” (note 6). The carrying value of the other loans and
advances is approximate to their fair value.
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For the six months ended 30 June 2014

17. FE W BR =X 17.Accounts receivable
2014%F6H30H 2013%12H31H
30.6.2014 31.12.2013
FHET T
HK$°000 HK$'000
(REEX) ($eE%)
(unaudited) (audited)
AT RIEEANEWER Accounts receivable from:

- %P - Clients 174,148 146,725
— R RPN EEERT - Brokers, dealers and clearing house 2,438,670 1,456,466

— REEFTAR =Ty ~ Clients for subscription
RO EE of new shares in IPO 4,089,949 228
— EAb (FzE) - Others (note) 49,175 39,503
6,751,942 1,642,922

e - AR RERBARUBRE BERESER

RABR EFER - BEREALEDRE
B EMARTR - MRS B IRIRR 5 A B R
REBRE D ITIAT -

Note: The balance represents the fee receivables from advisory and
financial planning, asset and fund management business.

There is no impaired accounts receivable as of the reporting
dates for current period and prior year end. The following is
an ageing analysis of the accounts receivable based on trade
date at the reporting date:

201456 H30H 20134F12A31H

30.6.2014 31.12.2013
FHT T

HK$°000 HK$'000

(REEZR) ($e8%)

(unaudited) (audited)

0Z 3 A Mz 28 Between 0 and 3 months 6,728,234 1,616,085
4261 A REHEf Between 4 and 6 months 7,740 7174
721218 A R Ef Between 7 and 12 months 7,293 12,910
7R 18 1 £F 160 B Over 1 year 8,675 6,753
6,751,942 1,642,922

ELERXHEHEMELENREES B M
BT EYCRKAR R U B R EERK(E
B BHRPEBITE LN RURZTN—KR
RPRARFBEEMA - MPAERAER S
S5 P EE AR ) FEMSURR SR — ARSI RN B 32
ZH=2ZH

BREREFEEERAR
20147 BAER S
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Accounts receivable from clients, brokers and clearing
house arising from the business of dealing in securities are
repayable on demand subsequent to settlement date. The
normal settlement terms of accounts receivable arising from
the business of dealing in securities are two days after trade
date and accounts receivable arising from the business of
dealing in futures and options are one day after trade date.
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#HZE201456A30H 1E61E A
For the six months ended 30 June 2014

17.FEWBRFR (&)

PR E R EREEANKRERE,H
FEWERF M S @ BERAEMSENHR S
HABTHREDBEEESFRHHRE - #H
£2014%F6H30H * KU BN TF2014F7H
2HZE 201447 H8H »

KEFAMMBRE  BEMESEEERH
B R U BR TR ) — MR W PR & MO R R EE
E - —RREHERBE —FARIHARU

BEEURERSRE - AEFEEREZEREYK
RRE B RE BRI - A EERRIRE
&K ° 2014566 A308 © BHEFIAL) £4808
# 7t (2013512 A31H : 2808 /& 7T) * H
EEETHETRY  EEESHRAKEE
DREBASFOHREPIHEN LMRAZSE
LASE $H 45 R AN E BRI FUE ©

18.FEFE » & R HAEUWERE

17. Accounts receivable (continued)

Account receivable from clients arising from financing of IPO
subscriptions are required to settle their securities trading
balances on the allotment date determined under the
relevant market practices or exchange rules. As at 30 June
2014, the settlement dates are in the range of 2 July 2014 to
8 July 2014.

Normal settlement terms of accounts receivable from
advisory and financial planning, asset and fund management
are determined in accordance with the contract terms,
usually within one year after the service provided.

Trading limits are set for customers. The Group seeks
to maintain tight control over its outstanding accounts
receivable in order to minimise credit risk. As at 30 June
2014, overdue balances are approximately of HK$4.8 million
(31 December 2013: HK$2.8 million) which are regularly
monitored by management. The management ensures that
the listed equity securities belonged to clients in which the
Group holds as custodian are sufficient to cover the amount
due to the Group.

18.Prepayments, deposits and other receivables

201456 H30H 2013412A31H

30.6.2014 31.12.2013
FHT T
HK$’000 HK$'000
(REERX) (#z)
(unaudited) (audited)

TANFRIE ~ e R EA Prepayments, deposits and
FEUERTE (Ff3E(a)) other debtors (note (a)) 320,831 217,214
IEEMEBES (HEb)) Unlisted debt securities (note (b)) 113,382 114,471
434,213 331,685

Wi

(a) M2014F6A23H ' AEEXFARKGI.SEE
L (HEER78EEE L) (FARRERS AR
RBEREBEEZRMD - BRIERE RS RERD
BRECBEMERFAIESE - WEABEE 8
BREABIES BEAHR SHFRBRERF

(o) M2014F6H30H I LEMEHKEFHFAFEL
113,382,000/ 7T (20135128318 : 114,471,000
L) ° AREERTHEEHIIE L BB AV EFR
M%aTE - Wi 20149 AFHE -

Notes:

(@) On 28 June 2014, the Group paid an amount of RMB61.5 million
(equivalent to HK$78 million) as a refundable deposit to apply for
the subscription of limited partnership shares. Pursuant to the
subscription agreement, the application for the subscription is
subject to the approval by the partnership and the deposit would be
refunded if the application is rejected. The application process has
not yet been completed as at period end.

(b) As at 30 June 2014, the fair value of unlisted debt securities
was approximately HK$113,382,000 (31 December 2013:
HK$114,471,000). The unlisted debt securities held by the Group
bears contractual interest of 11% per annum will be matured in
September 2014.
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For the six months ended 30 June 2014

1.2 AV EFABENYBEE

19.Financial assets at fair value through profit
or loss

20146 H30H 2013412A31H

30.6.2014 31.12.2013
FExT T
HK$°000 HK$’000
(REBER) (&&= =Z)
(unaudited) (audited)
BHEER Held for trading
EmRAKRE - ZATE Listed equity investments, at fair value
— RNES — in Hong Kong 172,741 122,484
— EsN (BREFEIRH) — in overseas (including Mainland China) 10 64,405
NEBNZFFESEHRSE ©  Exchange traded funds in Hong Kong,
BAE at fair value 20,621 98,393
JEETEBIRE - IAF(E  Unlisted debt investments, at fair value
—NEB - in Hong Kong 2,560,925 1,208,515
ELTESEE I AFE  Unlisted fund investments, at fair value 1,669,041 456,433
4,423,338 1,950,230

AEBBERFGEERERES - ZSHEE
SIRER (BEATRR) &k - EFH -« &
T ZE - EHEE AR RBREE - A
ftER - EAEMR 28 B8 fT£T
A HEREX  FEERARKE
FIRMEAKE - FEWA KRR R AR
EEF - BEAFEFENEEFBERAH
£33 °

BREREFEEERAR
20147 BAER S
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The Group invested in unconsolidated investment funds.
These investment funds invest in, including but not limited
to, stocks, bonds, funds, notes, debentures, commodities,
warrants, structured products, access products, forwards,
futures, derivatives, options, swaps and currencies, with
the primary objectives of providing investors with capital
appreciation and investment income and for selling in the
near future for profit. Details of disclosure for fair value
measurements are set out in note 33.
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For the six months ended 30 June 2014

20.0TEBIIE T A 20.Derivative financial instruments

201456 H30H 2013412A31H

30.6.2014 31.12.2013
FET THET
HK$’000 HK$'000
(REEZ) (&%)
(unaudited) (audited)
BE ASSETS
HH - BEEE Swaps - held-for-trading 24,213 21,054
IRAEMARE — HIEEE Equity linked note - held-for-trading 46,122 39,548
70,335 60,602
afE LIABILITIES
HE — FEEE Swaps - held-for-trading - 1,777
HH — REREF Swaps - cash flow hedges 7,995 5,065
7,995 6,842
R201446 308 &2013412 8318 » *{& The notional principal amounts of the outstanding held-
ﬁﬁf’ﬁg?%ﬁﬁﬂé\%&%zﬁﬂf@@%%%% for-trading swap contracts and equity linked notes as at
N B 7 m WIS
K455 B 542.000 0002 7 B 1B E T o 30 June 2014 and 31 December 2013 were US$42 million and
ﬁ’\\ZOQEBHSOE‘I &!2013¢12H31 A % US$100 million respectively. The notional principal amounts
BRI RS RIS A MM E R A S EE A of the outstanding held-for-hedging swap contracts as at 30
== Y, 7N | =T Ay P2 Pt /I
101%/%7—1: o iﬁ%/ﬁ¥¢/¢5§k%gﬁéﬂiﬂgTéﬁé June 2014 and 31 December 2013 were both HK$1,000 million.
PRE A o a The profit or loss arising from ineffective portion of cash flow
hedges is immaterial.
R - BEK FRAFCRIZEALA The maximum exposure to credit risk at the period end is the
N7 A= A Y L E] N
BA T AR 2 R ST A B TS B R MY A A o fair value of the derivative financial assets in the unaudited

condensed consolidated statement of financial position.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HZE2014%6A30A LL61E A

Fort

he six months ended 30 June 2014

21.

RAGEARREESWER

AEBEREETREES  TEEBRAFE
BARE  REWARRARRKLEE
F o IRIBRE R XAEXM  AEERZ
EREESHPBEmER NS ERMOTZA
A IZRAKEREHKXAREESNE
HER - MW B T ERBRE2ERES A
T EENREESIREE

ZEREETHEREESKEERIRE
B REAREERZTREES  UBMERF
HIRSE

RAKEMBAEYHARE FAREES
) ERIFER2ENKREES  A5H
TE IR MR

- AEEECERRSEEEENREL
BEEAN R

— FHREESERRBRERRERE
BN REEREREELWER
HEEARI -

ARAEERR  ARERZEFREEZTH
AEEHRY NEARAEEEEEELRE -
Hit  AREAIBEBHZEFREEZSHEAA
BE o

AEEREREES DB RME13R198
A ERE KRN HEF A ERNY B E
E (&)

BREREFEEERAR
20147 BAER S
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21.Interests in unconsolidated investment funds

The Group invested in certain investment funds with primary
objectives for capital appreciation, investment income and
selling in the near future for profit. Pursuant to subscription
agreement or equivalent documents, the beneficial interests
held by the Group in these investment funds are in the form
of participating shares which primarily provide the Group
with the share of returns from the investment funds but not
any decision making power nor any voting right to involve in
and control the daily operation.

These investment funds are set up and managed by
respective investment fund manager who has the power and
authority to manage and make decisions for the investment
fund.

Among the investment funds held by the Group where the
Group directly or indirectly involves as investment fund
manager, the Group regularly assesses and determines
whether:

- the Group is acting as an agent or a principal in these
investment funds; and

- the investment interests held together with its
remuneration from servicing and managing these
investment funds create significant exposure to
variability of returns in these investment funds.

In the opinion of the directors of the Company, the variable
returns the Group obtains from these investment funds are
not significant and the Group is primarily acting as an agent.
Therefore, the Group did not consolidate these investment
funds.

The Group classified its investment funds as available-for-
sale investments and financial assets at fair value through
profit or loss as appropriate in notes 13 and 19.
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For the six months ended 30 June 2014

R2AREFEFENRE

AEBER B RERRBLETRE - UF
MEFPRIEREEBIETELNKIE - A&
Bt ERPHADBERAAKELZEREE
MBRAKARBDEER TNREFPHERN
Re  YEREAREPRBENEFBRSE
BAAE EEEMERSERBATFE
FERERT AR (MH5E23) - REPHK AR S
XEFLPEGRIBATEZRBE (BEPRK
H) RAFTRHIRRE -

22.Cash held on behalf of customers

The Group maintains segregated trust accounts with
authorized institutions to hold clients’ monies arising from
its normal course of business. The Group has classified the
clients’ monies as cash held on behalf of customers under
the current assets section of the unaudited condensed
consolidated statement of financial position and recognised
the corresponding accounts payable (note 23) to respective
clients on the grounds that it is liable for any loss or
misappropriation of clients’ monies. The cash held on behalf
of customers is restricted and governed by the Securities
and Futures (Client Money) Rules under the Securities and
Futures Ordinance.

23. B BRI 23.Accounts payable
2014%6H30H 2013%12H31H
30.6.2014 31.12.2013
FTHERT FHET
HK$°000 HK$'000
(REEX) (f&EZ)
(unaudited) (audited)

T 5T R Accounts payable to:

— BB - Clients 9,289,055 12,846,277
— 845 RGP REER - Brokers, dealers and clearing house 912,628 316,749
— Hfth - Others 226,048 244,154
10,427,731 18,407,180

REBD A RS R AN BRI EE - 1S
TN TEPOERRRI - ZFRFTIRE
FPREBEBEEPETEERHMAEP,
W FRZE - ABBEREFREZESH
SRARAEERRERP -

HREFRALEXBHMEE KRS
BRI INEE - Fe I | ARE DA -

The majority of the accounts payable balances are repayable
on demand except where certain accounts payable to clients
represent margin deposits received from clients for their
trading activities under normal course of business. Only the
excess amounts over the required margin deposits stipulated
are repayable on demand.

No aging analysis is disclosed as in the opinion of the
directors, the aging analysis does not give additional value in
view of the nature of these businesses.
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#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

23.FE{SBRK (@)

AEEEERNEERANARBEMBNRE
Ko RBER - WEEBMEMNRRGER -

R2014F6 308 @ BRER FREMEEFIL
0.001% (2013412 A318 : 0.001%) =t &
G B ENEEFIITETRE -

BN TEFHNERRINERETHRARAEES
FEERF AR ERSK + &209,259,851,00075 7T
(20135128318 : 12,053,559,000/8 7T )
URGEHRREBHELEEMAERAR B
FrEiEA ek EMBER S EELERER
) & £ BR U4 ££807,669,000% JT (20134
128318 : 860,264,000/ 7T) °

24 BN VFEFABENHTHEE

23.Accounts payable (continued)

The Group has a practice to satisfy all the requests for
payment immediately within the credit period. There were no
overdue accounts payable balance as of the reporting date.

Except for the accounts payable to clients which bear
interest at 0.001% as at 30 June 2014 (31 December 2013:
0.001%), all the accounts payable are non-interest bearing.

Accounts payable to clients also include those payables
placed in trust accounts with authorized institutions of
HK$9,259,851,000 (31 December 2013: HK$12,053,559,000),
Hong Kong Futures Exchange Clearing Corporation Limited,
Stock Exchange Options Clearing House and other futures
dealers totalling HK$807,669,000 (31 December 2013:
HK$860,264,000).

24.Financial liabilities at fair value through

profit or loss

20146 H30H 2013412A31H

30.6.2014 31.12.2013
FExT FA&T
HK$°000 HK$'000
(REBER) (&&= =Z)
(unaudited) (audited)
BHEER Held for trading
EmRAKRE - ZATE Listed equity investments, at fair value
—REH - in Hong Kong 270,959 139,812
— BV - in overseas - 4,983
270,959 144,795

BRSRBETEHNESHRFE-

BREREFEEERAR
20147 BAER S
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Balance represents the fair value of securities from short
selling activities.
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5. 5 EE DN FEFARSZNME

&8\

M201456 A30H K%2013F12H318 » B3
FIERATEFAB=NT A EANERM
BHEAREER (B ARABIRER LM
BAREEEENZRESIBRERLR) MELER
BETEBICRE AR AEBEREIOS
FiAZHRER A FEESASEEEHA

25.Financial liabilities designated at fair value
through profit or loss

As at 30 June 2014 and 31 December 2013, included in
financial liabilities at fair value through profit or loss are the
issued structured notes which arise from selling structured
products generally in the form of notes or certificates
with the underlying investment related to listed equity
investments in active markets. These structured notes are

E—HOMER  RFLEBICRBETR/Z designated at fair value through profit or loss as the risks to
NEEF AR - BARBIRIEEEZRT which the Group is a contractual party are managed on a fair

FTEEERAS o

value basis as part of the Group’s trading portfolio and the
risk is reported to key management personnel on this basis.

26.ERRHEMEE 26.Loans and other borrowings
201468308 2013%12A31H
30.6.2014 31.12.2013
FHT FHET
HK$’000 HK$'000
(REER) (#z)
(unaudited) (audited)
FERE Non-current
AT ES (@) Convertible bonds (note (a)) 983,354 966,273
REEEHRLE Financial assets sold under repurchase
PEEE (M) agreements (note (d)) 426,542 426,503
1,409,896 1,392,776
FE Current
BEMEE Secured borrowing
—RITER - Bank loans (note (b), (c) and (e))
(BftEE(p) ~ (c) Kle)) 3,707,647 2,806,875
— REEERELE - Financial assets sold under
I EE (MFEd)) repurchase agreements (note (d)) 370,825 =
BIEREE Unsecured borrowing
—RITER - Bank loans (note (c) and (e))
(Mf7E(c) K (e)) 10,414,171 4,565,515
— HaER (Fizk) — Other loans (note (c) and note 30)
K HMI5E30) 193,790 1,605,000
14,686,433 8,977,390
BiEE Total borrowings 16,096,329 10,370,166
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#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

26.ERREMEE @)

BEE

(a)

R2013F7A188 * AR AIIREEZRTASHE
7. 76BB TR RRES - WN2013F 108
108 #2105%3# — BT A& FR2.32B T
R AR ES - M 2013F 108108 BFTHI AT
B & 5 AR 201397 B 18 A /TH A 2 AR &
HHFEINETT 0 BMAETOEAE LA HYE
RE—RF - ZE R EHFN2018F7 18R
FERNBEREEAEANSREM112.89% A
ZEMRRES BT FFE1.25%1 8 - R
20138 A27HEZ MR RIS + B & XK 4
SRES I EAR AR - 2SI RBREFA A
ARRESF A NREBIEVL LIRESRGET
(A REERARE) SRAAQGNEEE - 1
201466 A308 + &M E27F7 8 B B £20145F
4A23BMAEATI AR - HIREARASR
3.67/ 70 - BEBHOMEAERBRABRILH R
EHEITRETE ©

R 17 B 7X37.08f8 & T (2013128318 :
28.07188T) AR EERGE TEPAFER
95.49188 7T (2013412 A318 : 68.078#&T)
W REBE A ERRN LG IERR (B
EREFRE) °

BERREMBERBRERKMNIFEANEE - R
20146 A30H © BIEHEEKFRTERR
28 B91.0418 7% T (201345128310 « #) &
ARREEERB 1 FREE - EEKRERE
2o RITERREMERE A NFBEHRM
531 °

77

ZEBRBREERRZRMORE - EEHE
BRI R EFIZERLRE M B IRRM T34 -
REZELTH  RENERESBOIERETEFF
&2.965%x & (20139128318 : 2.965%) *
MBEZERH - RENRE B EEEFF
E0.36%£0.38% X M HR TR EHF L ([HF
SRITRIZEIE]) MN1.3%MFEFIERE (20134F
12A318 : #) »

REBOMARITEESREBRITRERE
([BABRITRERE]) M0.55% = B BRITRIE
B IN2.25%/) FFIZE 5T E (20135 12A318
EBRITRIER B MO0.55%F E 8 R 1T R EH
BIN2%MEFIEK) o
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26.Loans and other borrowings (continued)

Notes:

(a)

On 18 July 2013, the Company issued convertible bonds in principal
amount of HK$776 million at par and further issued convertible
bonds in principal amount of HK$232 million principal amount
at 105% on 10 October 2013. The convertible bonds issued on
10 October 2013 constitute an additional issue to the convertible
bonds issued on 18 July 2013 and two issues have been combined
legally and constitute a single series. The redemption value of these
convertible bonds at maturity on 18 July 2018 is 112.89% of their
principal amount, and these convertible bonds bear interest at a
fixed rate of 1.25% per annum. At any time between 27 August 2013
up to the close of business on the tenth day prior to the maturity
date, these convertible bonds can be converted into ordinary
shares of the Company at an initial conversion price of HK$4 per
share (subject to adjustments) at the option of the holders of the
convertible bonds. As at 30 June 2014, the conversion price is
adjusted to HK$3.67 per share after the rights issue announced
on 23 April 2014 as set out in note 27. The values of the liability
component and the equity conversion component were determined
at the issuance of the bonds.

Bank loans of HK$3,708 million (31 December 2013: HK$2,807 million)
are secured by the listed shares (held by the Group as security for
advances to customers in margin financing with the customers’
consent) of HK$9,549 million at fair value (31 December 2013:
HK$6,807 million).

Loans and other loans are repayable on demand or within 1 year. As
at 30 June 2014, included in the current portion of unsecured bank
loans of HK$104 million (31 December 2013: nil) are not repayable
within one year from the end of the reporting period but contain a
repayment on demand clause. Details of maturity of bank loans and
other loans are set out in note 31.

The balance represents consideration received under the
repurchase agreement. Details on the repurchase agreement
are set out in note 34 of the unaudited condensed consolidated
financial statements. The non-current portion of consideration
under such arrangement is chargeable at a fixed interest
rate of 2.965% per annum (31 December 2013: 2.965%) while
the current portion of such arrangements are chargeable
at a fixed interest rate in the range of 0.36% to 0.38% and
London Interbank Offered Rate (“LIBOR”) plus 1.3% per annum
(31 December 2013: Nil).

All the Group’s bank borrowings bear interest at Hong Kong
Interbank Offered Rate (“HIBOR”) plus 0.55% to HIBOR plus 2.25%
per annum (31 December 2013: HIBOR plus 0.55% to HIBOR plus 2%
per annum).
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#HZE201456A30H 1E61E A
For the six months ended 30 June 2014

27. 18 7 27.Share capital
2014F6H308 2013%12H31H
30.6.2014 31.12.2013
TET FAET
HK$°000 HK$'000
(REEZ) (&%)
(unaudited) (audited)
TEERRA Authorised capital:
4,500,000,0000% 4,500,000,000 (31 December
(2013%12H31H : 2013:2,000,000,000) ordinary shares
2,000,000,000/%) of HK$0.10 each
SRMEE0. 10 T
gl 450,000 200,000
BETRBRRA Issued and fully paid capital:
2,093,939,436% 2,093,939,436 (31 December
(2013%F12A31H8 : 2013:1,395,959,624) ordinary shares
1,395,959,6248% ) of HK$0.10 each
BIREE0. 107 T
E B 209,394 139,596
BEETRAEEIT The movements in issued share capital were as follows:
ERITRHEE B BITRA
Number of Issued
shares in issue share capital
FHET
HK$’000
7201351 H1H As at 1 January 2013 915,342,706 91,534
RR AR EEATHY New shares issued under
gt (isE@@) rights issue (note (a)) 457,671,353 45,767
7201366 H30H As at 30 June 2013 1,373,014,059 137,301
BEITUARR B, (H3ED))  Scrip dividends issued (note (b)) 22,945,565 2,295
72013512 A318 As at 31 December 2013
K2014F1 818 and 1 January 2014 1,395,959,624 139,596
RIR AR A THY New shares issued under
#ALty (KiEE(e) rights issue (note (c)) 697,979,812 69,798
R20145F6A30H As at 30 June 2014 2,093,939,436 209,394
A ZE=2014F6 8308 1F61E A & & £20134 No share option was exercised during the six months ended
128318 ILFEE @ WEEREETE - 30June 2014 and year ended 31 December 2013.
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#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

27. 2 (&)

BEE

(a)

K2013F3A6H * "R R EMIZ ARG KRR
R L% B Hi2013E3 A 208 B A M AR IR A IR
19 AT 4% 37 38 (8 5 1% 2,557 JT HE AL 3% — AR AR A%
1 /) 2 ZE 3 1T AR ([ ARTY) o BRIE 2 R
201354 B158 5E/K * 457,671,353 0% A A 15
M20135F4 16 B 21T RALE - RINKRE H
I R AR TR B 32 14,000,000/8 718 @ BT
FRIBFREA11.53(88 T ©

MR2013F8A2HETHNESTEE2Z L AR
RIERZARTIRE © T RS SIRSHE - MR
RABRIZBLARAR B © 22,945 5650 A% {7 7220134
11 A8 BIRLARRA B 5 T 81T o

R2014F4A238 * AR R EMIZAR AR K
R 8k B Hi2014F5 88 B# 5 MR A ik
19 AT 4R 37 3% (8 5 B%3.807% 7T 2 fic 2% — AR 4 AR A%
19 HY B2 38 17 AR (T ARTL]) o EARITE B R
201445 308 526k * 697,979,81 2/% £ A A% {5 1A
20146 A3H #3417 o RAINBR A B Lt X LRI
"I 29,000,0008 18 + BT RIEFE R
26.431B78TT ©

28.ERIFIEFIMERHIR S

H ZE2013%F6 30 IL61E A © AR R UEE
BRI E RN ERA R REWEB AR
N BB R AR A AR FIER40% M E -
EREE11,941,67887C ° RZEMEB AR
O FE42E I 1t 25 Y BR T (B %) /26,824,0007%5

JC ©

REBERNRR 5 G B IEEH £

B 496,824,00058 7T R AN A B HE A A FEAL
FERRIR A #95,118,000/8 7T °
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27.Share capital (continued)

Notes:

(a)

On 6 March 20183, the Company announced a rights issue on
the basis of 1 rights share for every 2 existing shares held by
shareholders of the Company at the record date of 20 March 2013 at
the discounted price of HK$2.55 per share (the “Rights Issue I"). The
Rights Issue I was subsequently completed on 15 April 2013 and
457,671,353 rights shares were issued and allotted on 16 April 2013.
After deducting the expenses in connection with this Rights Issue I
amounting to HK$14 million, the net proceeds from issuance were
HK$1,153 million.

At a meeting of the Board held on 21 August 2013, the directors of
the Company resolved to declare an interim dividend of HK8 cents
per share in cash with a scrip option. 22,945,565 shares were issued
on 8 November 2013 in scrip form.

On 23 April 2014, the Company announced a rights issue on
the basis of 1 rights share for every 2 existing shares held by
shareholders of the Company at the record date of 8 May 2014 at
the discounted price of HK$3.80 per share (the “Rights Issue II”).
The Rights Issue II was subsequently completed on 30 May 2014
and 697,979,812 rights shares were issued on 3 June 2014. After
deducting the expenses in connection with this Rights Issue II
amounting to HK$9 million, the net proceeds from issuance were
HK$2,643 million.

28.Transaction with non-controlling interests

During the six months ended 30 June 2013, the Company
acquired the remaining 40% equity interests in Haitong
International Wealth Management Limited and its
subsidiaries and Haitong International Consultants Limited,
at a total consolidation of HK$11,941,678. The carrying
amount of the non-controlling interests in these subsidiaries
was approximately HK$6,824,000. The Group recognised
a decrease in non-controlling interests of approximately
HK$6,824,000 and a decrease in equity attributable to
owners of Company of approximately HK$5,118,000 resulting
from this transaction.
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#HZE201456A30H 1E61E A
For the six months ended 30 June 2014

20. REHELH 29.0perating lease arrangements
REERBSEHERHEAEETHAEY The Group leases certain of its office properties and data
EMEER L - MEHERLHEB AN T centre under operating lease arrangements. Leases for
68 A E55 - MBUEHR LIEERAHSE - properties are negotiated for terms ranging from six months

to five years, and those for data centre for terms of five years.

201456 A30H k20135128318 « K& At 30 June 2014 and 31 December 2013, the Group had total
E AR S EE T H N AR R & future minimum lease payments under non-cancellable
RHE & @5 Tt HABR R fE i operating leases falling due as follows:

2014%6H308 2013%12H31H

30.6.2014 31.12.2013

THERT FAT

HK$°000 HK$’000

(REEX) (Feztz)

(unaudited) (audited)

15K Within one year 67,873 73,239

F2EFE0E (BIEEEME)  Inthe second to fifth years, inclusive 46,609 88,102

114,482 161,341

0.BEALRS 30.Related party transactions

(a) FRERAREEZL AL E T AR IFRE (@) In addition to the transactions and balances detailed

Hibal o il R 5 RAS SRS 8N - & elsewhere in these unaudited condensed consolidated

SERHNGEAEALTETUTEKN interim financial statements, the Group had the following

R5 material transactions with related parties during the

period:

() MEZE201456H30H L-61EA A () During the current six-month period ended 30
B ARER AR RN EEE June 2014, the Group received a management fee
BRI ABRZERARA AR of HK$1,101,000 (six month ended 30 June 2013:
FREZ RS EE RS mUKEE R HK$1,525,000) on provision of discretionary account
#1,101,0007% Tt (B £201346 A management services to Haitong International
30 1E6fE A : 1,525,000/87T) © % Holdings Limited, the immediate holding company of
ERESRAARRBARAEENE the Company. The fee is charged at 0.5% per annum
EFEAFHE0.5% (B E2013F (six month ended 30 June 2013: 0.5% per annum)
6A30H LE6E A « FFIR0.5%) &F on the net asset value of the underlying investment
Lo portfolio at the end of each month.
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#Z=201456 8300 1E61E A
For the six months ended 30 June 2014

30.FEALRE @)

(if)

(iif)

REE20135F6 A308 IEH F—1@E6
@ AHARE - AEBEES—MDRE A
DR EEERA RS BREE TS
FRAFRERRE R - KR2014F6 A
308 ' NARBREEHRTE.04E
# 7T (2013%12H31H : 16.0518
BIL) c ZERFEZTIRZRBEBIR
TRIFEFRBIMNT.176% 2 EFARITR
EIRE M .213% K fm BB TR %
HFREN1.25% M FFIEET B (2013F
12H318 : BARITRAEFRE M
1.194%E BB R 17 R E 4K B
1.249%) c ZE QN F B E R F A
A % 49,883,208/ T (B =20134F
68308 IE61EA : 302,141787T) °

(i)

REZE 201456308 1E61E A HAR -
AEBRIRE= FERABENER
REATRT 3EATT  ZIEBERAAK
EE R AEENEEIERA )R
B A R AR (DEEBERER])
B Erh2.98(@8 T SR B R i
REREAST o

(i)

R2014F6 308  "REBNRERE
B B 2 A% AR ER A B BRI B SR E R
2.9818 78 T 2 51| 1 & i /& 5 BR 3K
A e BN EEERA G/ KIEEE

30.Related party transactions (continued)

(a) (continued)

During the prior six-month period ended 30 June
2018, the Group obtained an unsecured loan
from Haitong International Holdings Limited, the
immediate holding company of the Company. As
at 30 June 2014, the Company had outstanding
balance of HK$194 million (31 December 2013:
HK$1,605 million). The unsecured loan is chargeable
at an interest rate of from HIBOR+1.176% to
HIBOR+1.213% and LIBOR + 1.25% per annum
(31 December 2013: HIBOR+1.194% to
HIBOR+1.249%). Interest expense for such
intercompany loan amounted to HK$9,883,208 (six
month ended 30 June 2013: HK$302,141).

For the six-month period ended 30 June 2014, the
Group received a repayment of loan and advances
for HK$793 million from a third party borrower, which
was a syndicated loan financed by the Group and
Haitong International Holdings Limited (“HTIH”), the
immediately holding company of the Group, of which
HK$298 million was financed by HTIH.

As at 30 June 2014, the amount of repayment of
loan and advances for HK$298 million received by
the Group on behalf of HTIH was presented in other
payables. The amount due to the immediate holding

#E o company is subsequently settled.
(b) REEFEEBASHHMN - (b) Compensation of key management personnel of the
Group:
BZLUT AHE6{EA
Six months ended

2014%F 20134

6H30H 6 H30H

30.6.2014 30.6.2013

FExT FAT

HK$°000 HK$'000

(REBER) (REEE=Z)

(unaudited) (unaudited)

R ER Short term employee benefits 12,578 10,530

RIRERZ Post-employment benefits 77 75
SHFEEEEAE Total compensation paid to key

EE=R U R management personnel 12,655 10,605

BREREFEEERAR
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For the six months ended 30 June 2014

NEEREENZHBEAS

AEEETEEMBBERRREAETOZ
HENSK THESTORSBEASHT

31.Maturity profile of assets and liabilities

An analysis of the maturity profile of certain assets and
liabilities of the Group analysed by the remaining period
at the reporting date to the contractual maturity date is as

follows:
BRERHEESR =@EANL
=@EAUT E—F —FUELERF BFENE b
Repayable
on demand Over Over
orlessthan 3 months to 1yearto Over
3 months 1year 5 years 5years Total
T FB7 T TR FE7
HK$’000 HK$000 HK$’000 HK$000 HK$'000
201456H30H 30 June 2014
BE Assets
BRTEPHHRAE Advances to customers
in margin financing 9,765,338 - - - 9,765,338
HiEHRRBH Other loans and advances 97,375 940,200 1,325,547 - 2,363,122
REFPHENRE Cash held on behalf
of customers 9,259,851 - - - 9,259,851
Re MR ESEY Cash and cash equivalents 1,309,111 - - - 1,309,111
BRES Debt securities
—-KEZEH - Held-to-maturity 72,255 60,941 191,465 - 324,661
— AIftHE - Available-for-sale - - 51,191 83,692 134,883
—BRATEFABR - Fair value through profit
or loss 37,217 29,894 2,315,066 178,748 2,560,925
— H AU ARIE ~ Other receivables - 113,382 - - 113,382
20,541,147 1,144,417 3,883,269 262,440 25,831,273
=i Liabilities
ERNEFER (T Account payables to clients
BN FEL  RPm@EK  excluding payables
LEFTHIBRE) to brokers, dealers and
clearing house 9,289,055 - - - 9,289,055
ERKEMESR Loans and other borrowings 14,686,433 - 426,542 - 15/112,975
AR ES Convertible bonds - - 983,354 - 983,354
23,975,488 - 1,409,896 - 25,385,384
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NEEREBENIHBAES @)

31. Maturity profile of assets and liabilities (continued)

BENKEES =AML
=EANUT E2—F —FHULERF REUE @Bt
Repayable
on demand Over Over
orlessthan 3 months to 1 year to Over
3 months 1 year 5years 5years Total
THIT THET THT AT THT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
20135128310 31 December 2013
BE Assets
BYRPHFRAE Advances to customers
in margin financing 7,938,421 = = = 7,938,421
B ER R Other loans and advances 200,000 1,672,200 1,188,200 - 3,060,400
REFHENR S Cash held on behalf
of customers 12,053,559 = = = 12,053,559
Be RBEEEY Cash and cash equivalents 488,021 = = - 488,021
BB ES Debt securities
— AR5 - Held-to-maturity 121,302 236,880 449,421 - 807,603
— At E - Available-for-sale - - 512 82,873 83,385
—BRATEFAER - Fair value through profit
or loss 26,988 33,861 1,074,934 72,732 1,208,515
— Htt YR - Other receivables - 114,471 - - 114,471
20,828,291 2,057,412 2,713,067 155,605 25,754,375
= Liabilities
B EFERR (RB1E  Account payables to clients
ERF&4L XHEK% excluding payables
HEFTHIBRE) to brokers, dealers and
clearing house 12,846,277 = = - 12,846,277
ERKEMESR Loans and other borrowings 8,977,390 - 426,503 - 9,403,893
aRES Convertible bonds - - 966,273 - 966,273
21,823,667 = 1,392,776 = 23,216,443
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For the six months ended 30 June 2014

32.

33.

Bt 7% [ B = EER
B s Rk R =

K%l%i&ﬁ%xiﬂﬂkﬁk % : I 2 & b
(@?ﬁfﬁi//lbﬂfﬂ E‘Zﬁﬂtﬂ A)
SNE R - (E AR /}Ib@”t‘tﬂ B N (B E

& o
ZN

REBZEPLIRE P M RER D BIERL
EIZERRERE M SRR IFEERN A MR
MEEERRFEEER  BEEAEEEZS
2013F12A31B L FEMNFEFBIREK —
BIEIE -

[R\Be B IR BRI A BRI I B B o

BB TANDVETE

AEENF OV BEEMYBERENSHE
HIRB D FERTE - PRI EELF
MHEEMMBABEATFE (CERMEM
MEETERBABE) WER - UEAF
EFfEMBATFEER (F1E2F34) (R
RV EFEFARBNATBREENE)

. FBIRAFEFENRBHEREERAE
ARG R WmE CREFHE) 5TEE
e s

- FURAFEFENERE (BER) HHE
& (AMEERRITE) AR E 1RSI
BUASIN A BIR B EK A E R ABUR
HEL: R

o FBIMATFEFEIDFALIFERATHER
MHEEE (BEBEEHABER) WEENK
BEBABRBNGEETATESH -

32.Financial risk management

Financial risk factors

The Group’s activities are exposed to a variety of financial
risks: interest rate risk (including cash flow interest rate risk
and fair value interest rate risk), foreign exchange risk, credit
risk, liquidity risk, and price risk.

The unaudited condensed consolidated interim financial
statements do not include all financial risk management
information and disclosures disclosed in the unaudited
condensed consolidated financial statements, and should
be read in conjunction with the Group’s annual financial
statements for the year ended 31 December 2013.

There has been no change in the risk management policies
during the current period.

33.Fair value measurements of financial

instruments

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair
value on a recurring basis

Some of the Group’s financial assets and financial liabilities
are measured at fair value at the end of each reporting
period. The following table gives information about how the
fair values of these financial assets and financial liabilities
are determined (in particular, the valuation technique(s) and
inputs used), as well as the level of the fair value hierarchy
into which the fair value measurements are categorised
(levels 1 to 3) based on the degree to which the inputs to the
fair value measurements is observable.

« Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities;

+ Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices); and

+ Level 3 fair value measurements are those derived from
valuation technigues that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).
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33

BB ITENATEFE (&)

?ﬁ? HE\_—I—_—'— Z\\$TEE %Eﬁjﬁ%
B BEELRMBFRENDTFE

(%)

MR2014F6 308 K&20135F12A318H » K&
B AT EFENVHEEERTBEES T
m

33.Fair value measurements of financial

instruments (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair
value on a recurring basis (continued)

An analysis of the Group’s financial assets and financial
liabilities measured at fair value as at 30 June 2014 and
31 December 2013 is as follows:

R20145E 20134

6H30H 12A31H
HAYE MAYE
Fair value Fairvalue A¥E BERER
asat asat B FEHAEE
30June 31 December Fairvalue Valuation techniques
2014 2013  hierarchy and key inputs
TR THL
HK$'000 HK$'000
(REBER) (fe&=%)
(unaudited) (audited)
EEMATERE Recurring fair value
measurements:
A ERE Available-for-sale investments
—FITESRE - Unlisted fund investments 499,349 629,658 28 Level2 PizE(a) Note(a)
— FEmBRARE - Unlisted equity investments 17,500 15,375 2% Level2  KizE(b) Note(b)
— FEMARERRE - Unlisted corporate debt
investments 134,883 83,385 F2M Level2 FffzE(c) Notel(c)
BATEFABRNMBEE  Financial assets at fair value
through profit or loss
— EmlRARE - Listed equity investments
—REE - in Hong Kong 172,741 122,484 14k Level1 f3E(d) Note(d)
— RSN (BREF Bl - in overseas (including
Mainland China) 10 64,405 14 Level1 HfisE(d) Note (d)
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B.UHRIENAFETE (&)

33.Fair value measurements of financial

instruments (continued)

HEERENANTEFENARE Fair value of the Group’s financial assets and
ERBEERTBEENAFE financial liabilities that are measured at fair
(&) value on a recurring basis (continued)
R20145F 720136
6H30H 12A31H
HAYE MATE
Fair value Fairvalue 2A¥E HERER
asat asat B#H FEHAEE
30June 31 December Fairvalue Valuation techniques
2014 2013 hierarchy and key inputs
THET TET
HK$'000 HK$'000
(REER) (lB=H%)
(unaudited) (audited)
BRATEFFABRNTBEE  Financial assets at fair value
through profit or loss
— FEMARERRE - Unlisted corporate debt
investments 2,560,925 1,208,515 24 Level?2 FifzE(c) Note (o)
~ IR FPEEESKE - Listed exchange traded funds
investments 20,621 98,393 ZFE14 Level1 MizE(d) Note(d)
—FEMESEKE — Unlisted fund investments 1,669,041 456,433 F24% Level2  [ffzE(@) Note (a)
ITEMBIA Derivative financial instruments
—EHAN - Swap contracts 24,213 21,054 F2MR Level2 [fzk(e) Note(e)
— RAEMIR R - Equity linked note 46,122 39,548 28 Level2 HfEE(P Note ()
5,145,405 2,739,250
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3B. MBI ENAFEFE @)

33.Fair value measurements of financial
instruments (continued)

WEBERENANTEFEMNASE Fair value of the Group’s financial assets and
B BEEMMBERENRTE financial liabilities that are measured at fair
(& value on a recurring basis (continued)
R20145F 720135
6A30H 124318
HAFE HATE
Fair value Fairvalue 2A¥{E RERER
asat asat B TZHAHE
30June 31 December Fairvalue Valuation techniques
2014 2013 hierarchy and key inputs
FHT BT
HK$'000 HK$'000
(REEZ) (8ERZ)
(unaudited) (audited)
EEWLTEHNE Recurring fair value
measurements:
BAFER ABE Financial liabilities at fair value
BBak through profit or loss
— FRARE - Listed equity investments
—REE - in Hong Kong 270,959 139,812 #14% Level 1  HizH(d) Note(d)
— g - in overseas - 4,983 1M Level1  BiEE(d) Note (d)
ITERBTE Derivative financial
Instruments
— AL - Swap contracts 7,995 6,842 F24% Level2 FfzE(e) Note(e)
EERATEAESEN  Financial liabilities designated
BBak at fair value through profit or loss
- ERUERE - Structure notes (with the
(HEERER LW underlying investment related
RERERR) to listed equity investment) 438,835 170,553 24k Level2 M@ Note()
717,789 322,190
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B.UHRIENAFETE (&)

EHR
EGOVNSE
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B BEENRMFE
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T A

fia -

(a) REESHNRGERDESZRBFREEERN
EERTISH AT BRER GRE) & RIBEREER
EHEEFERSH

(b) FELMRAKLENAFEERBR WA R
THAEBE LETRENTEEE

(c) ERBBRRERHRZER - KRKRERHE
RERTRAEABFNESHRIEREESRE
EEMmASH -

(d) JERWIHWE -

() BEBRIER ° RIRREMIHEFEF T (70
SR ATEE KR HAR) MR R b
B YARMARZZHFHEERBRALL
e

(H BRAHBRBEODFESLEHELETRARE
MIREETE °

(8 BENAFHESERELMERAREEE

RAGEAHE BESIREE2RZHED
P TR -

KEIE’JE&”E)‘J’A%i%%#i’I BN E L
HAFEETRER cHERE Elﬁﬁwﬁﬁﬁ
-

MN201456A308 k2013512318 - &
M EERABUAATETE -

33.Fair value measurements of financial
instruments (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair
value on a recurring basis (continued)

Notes:

(a) Dealing price of the investment funds derived from the net asset
values of the investment funds with reference to observable (quoted)
price of underlying investment portfolio in active markets.

(b) Fair values for unlisted equity investments have been determined
based on the market value of related listed equities issued by the
same listed companies.

(c) Dealing price based on discounted cash flow. Future cash flows are
estimated based on applying the interest yield curves of different
types of bonds as the key parameter.

(d) Quoted price in active markets.

(e) Discounted cash flow. Future cash flows are estimated based on
forward interest rates (from observable yield curves at the end of
the reporting period) and contracted interest rates, discounted at a
rate that reflects the credit risk of various counterparties.

(f)  The fair value of the equity linked note was determined with
reference to the quoted price of the underlying listed equity
investments.

(g) The fair value of the equity was determined with reference to the
underlying listed equity investments.

During the current six-month period, there were no transfers
of financial instruments between Level 1 and Level 2.

The Group’s policy is to recognise transfers into and transfers
out of fair value hierarchy levels as of that date of the event
or change in circumstances that caused the transfer.

As at 30 June 2014 and 31 December 2013, no non-financial
assets or liabilities were carried at fair value.

HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
Interim Report 2014

71



L]

FR A TSR R

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
HZE2014%6A30A LL61E A

Fort

he six months ended 30 June 2014

33.

BB TENAFEE (&)

BRNRAMFFAES  BEERR  AEEZE
PR A MR P REHERAARNIEE
ELFBAENERRERE A HERS

33.Fair value measurements of financial
instruments (continued)

Except as detailed in the following table, the directors
consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the
unaudited condensed consolidated financial statements
approximate their fair values:

2014%6H30H 2013%12A31H
30.6.2014 3112.2013
REE YN FHE NI
Carrying Carrying
amount Fair value amount Fair value
(RESER) (REER) (&F%) (&E%)
(unaudited)  (unaudited) (audited) (audited)
TER TRET FAET T
HK$000 HK$’000 HK$'000 HK$'000
BAEZIEEE Held-to-maturity investments:
EBITE (s debt investments (note i) 324,661 328,525 807,603 818,189
Ak ES () Convertible bonds (note i) 983,354 1,203,683 966,273 1,138,264

ZERENBBEATFEERTOER/SE?

GE

(i) AFEERBRRRESTETE - RERERHE
RNERATREREFNESHRIEREIESE
EHRMmGEH RERNGABBLSERT
AHBIRE -

(i) AFEENNKEFRRZAERRBHRE
B -

BREREFEEERAR
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These assets and liabilities are classified under Level 2 in the
fair value hierarchy.

Notes:

(i)  The fair values are based on discounted cash flow. The future cash
flows are estimated based on applying the interest yield curves of
different types of bonds as the key parameter. The most significant
input is the discount rate of the instruments.

(i) The fair values are based on the quoted price from the Singapore
Exchange Securities Trading Limited.
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For the six months ended 30 June 2014

UBEEBHEELNMBEE

34.Financial assets sold under repurchase

agreements

20146 H30H 2013412A31H

30.6.2014 31.12.2013
FET FHET
HK$’000 HK$'000
(REEER) (#e81%)
(unaudited) (audited)
LR AR AT Analysed by collateral type:
BEH Bonds 797,367 426,503
797,367 426,503
BEhSON Analysed by market:
RITRZEFETS Inter-bank market 797,367 426,503
797,367 426,503
RSB Analysed for reporting purposes:
mEh Current 370,825 =
e ED Non-current 426,542 426,503
797,367 426,503

ERERWESEARELE —HESFLF
RRBRHE R AREREREZES (F—
HEE FHARMNEE) AR S - DEE
RELE - BEAKBENAARZEFEELES
MBAMAERAR - TIHRARNRER - &
RAKRERE T RFREZFNBAID R K
Bl MZFES TSR RREUEE
R BREIFRERN [EFm] -

HE2014%F6A300 » NEBES BEERT
37 5 9 DA S5 R H1 (B /2863,369,000/%8
7T (20135128318 : 759,542,0005 7T) HHE
REBEANFEFABSHB B EENELFK
& EARER S HBEIRGERHRERE
MBERZERE -

Sales and repurchase agreements are transactions in which
the Group sells a security and simultaneously agrees to
repurchase it (or an asset that is substantially the same) at
the agreed date and price. The repurchase prices are fixed
and the Group is still exposed to substantially all the credit
risks, market risks and rewards of those securities sold.
These securities are not derecognised from the financial
statements but regarded as “collateral” for the liabilities
because the Group retains substantially all the risks and
rewards of these securities.

As at 30 June 2014, the Group entered into repurchase
agreements with a financial institution to sell bond
investments recognised as financial assets at fair
value through profit or loss with carrying amount of
HK$863,369,000 (31 December 2013: HK$759,542,000)
which subject to the simultaneous agreements to repurchase
these investments at the agreed date and price.
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34.

35.

REERHBBELNMBEE
(#)

MR2014F6A30H  ZEEEHEE W
B 9 JE 7% 8 R B 4 ££55,000,0003% 7T 5% 47
& 426,542,000 7T (2013%F12A8318 :
55,000,000 7T sk #H & 7 426,503,000/
JC)  RENR (B A 47,833,000 TTHIEE R
370,825,000/ 7t (20134124318 : &) -
HEREBAREEZEPLLRE M BHREN T
26FTEH) [ERREMEE] -

i R A B A R R

EEEMN2014FE8 A7 M E BRI HE T ZE X
ERCEEZERRGA PR IERE -
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34.Financial assets sold under repurchase
agreements (continued)

As at 30 June 2014, the consideration received for these
repurchase agreement under non-current portion totalling
US$55,000,000 or equivalent to HK$426,542,000 (31 December
2013: US$55,000,000 or equivalent to HK$426,503,000)
and current portion totalling US$47,833,000 or equivalent to
HK$370,825,000 (31 December 2013: Nil) were reported as
“loans and other borrowings” as set out in note 26 in unaudited
condensed consolidated financial statements.

35.Approval of the interim financial statements
These unaudited condensed consolidated interim financial

statements were approved and authorised for issue by the
Board on 7 August 2014.
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TO THE BOARD OF DIRECTORS OF
HAITONG INTERNATIONAL SECURITIES GROUP LIMITED

Introduction

We have reviewed the condensed consolidated financial
statements of Haitong International Securities Group Limited
(the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 26 to 74, which comprises
the condensed consolidated statement of financial position
as of 30 June 2014 and the related condensed consolidated
statement of profit or loss, statement of profit or loss and other
comprehensive income, statement of changes in equity and
statement of cash flows for the six-month period then ended,
and certain explanatory notes. The Main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report
on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation
and presentation of these 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.

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 inquiries, primarily of persons
responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.
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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.

Other Matter

The comparative condensed consolidated statement of profit
or loss, condensed consolidated statement of profit or loss and
other comprehensive income, condensed consolidated statement
of changes in equity and condensed consolidated statement
of cash flows for the six-month period ended 30 June 2013
and the relevant explanatory notes included in the condensed
consolidated financial statements for the six-month period
ended 30 June 2013 were reviewed by another auditor who
expressed an unmodified review conclusion on those statements
on 21 August 2013. The comparative condensed consolidated
statement of financial position as at 31 December 2013 and the
relevant explanatory notes included in the consolidated financial
statements for the year ended 31 December 2013 were audited
by the same auditor who expressed an unmodified opinion on
those statements on 4 March 2014.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 August 2014
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REREEHERMDBFERL

AReESEE ([E5g]) SMBMN2014F9A8
118 (2HW) aTEmN2014F981H (25
—) BHNALQF R MAMRE AR SR P
HARZ B - -8Bl (20134F : 871l) »

ANRABER2014F8 A28H (EHIM) 20144
9R1R (EH—) (BEaEMAE) HEiERNG
BEER R TeRERNBEERFE -
AREFAENFHEBRENER  TEEZNA
FRIBERABBERE - BTENR2014F8H278
(BH1Z) NF4BE300 K EARQFREEHNND
BEECITRBEZRSFECARAR  witA
BEEFRNBRI1IFA A L22E - UIHIEE
EFE - ARRIRMDAEHE2014F8526H (25

Dividend and Closure of Register of Members

The board of directors of the Company (the “Board”) has declared
an interim dividend of HK8 cents per share (2013: HK8 cents)
in cash, payable on or about Thursday, 11 September 2014 to
shareholders whose names appear on the register of members of
the Company on Monday, 1 September 2014.

The register of members of the Company will be closed from
Thursday, 28 August 2014 to Monday, 1 September 2014, both
dates inclusive, during which period no transfer of shares will
be registered. In order to qualify for the interim dividend, all
completed transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s Branch Share
Registrar and Transfer Office in Hong Kong, Tricor Investor
Services Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, for registration not later than 4:30 p.m.
on Wednesday, 27 August 2014. Shares of the Company will be
traded ex-dividend as from Tuesday, 26 August 2014.
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EEREN - HEARORESNE
BmRKRE

MR2014F6 A308 AR RIREESRAAE K
Pl (TEHREEGD]) E3526REETHE
WELMATHE - SRE EMBEITAESETES
RSHZESTR ([1ZEFR]]) MARRREB
BEXZMERAR (BT EHHEME
WABT  ARAREERNAR A REERIGHEE
(E&REBHS RS IEFIEXVELD) BBk - 1878
i REHFFHBERRABIT

Directors’ Interests and Short Positions in
Shares, Underlying Shares and Debentures

As at 30 June 2014, the interests and short positions of the
directors of the Company in the shares, underlying shares
and debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)), as recorded in the register
required to be kept by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”), were as follows:

AT The Company

FEsRGOEAE REBRADTE BARAT 2

Number of shares held TEFEEN ERITREN

EEHE 40551 BAER FkEz LAREE BEROBE my BABED*

Number of Approximate

underlying percentage of

shares held the Company’s

Personal Family Corporate underequity total issued

Name of directors Class of shares interests  interests  interests derivatives Total share capital*

BTR i = - - 576,077 576,077 0.03
JI Yuguang Share options (BftzE1)
(Note 1)

T BhuE = - - 921722 921722 0.04
LI Jianguo Share options (P7E2)
(Note 2)

OB Limik R 1,072,788 - - 921,722 1,994,510 0.10
LIN Yong Ordinary shares/ (PBFE3) (PfEE4)
share options (Note 3) (Note 4)

ERE BhuE - - - 1,382,583 1,382,583 0.07
POON Mo Yiu Share options (FiED5)
(Note 5)

A FBRE - - - 2,346,610 2,346,610 011
HUI Yee Wilson Share options (Pf5E6)
(Note 6)

L i = - - 576,077 576,077 0.03
CHENG Chi Ming Share options (BtzE7)
Brian (Note 7)
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R E R BRBRASTE R R ZE

Number of shares held TEFRFEN ERITRAN

EEpL igrig el BAARE ZKEz ARERE HBEROHAE EE BB

Number of Approximate

underlying percentage of

shares held the Company’s

Personal Family Corporate underequity total issued

Name of directors Class of shares interests  interests  interests derivatives Total share capital*

HEZ R iE - - - 576,077 576,077 0.03
TSUI Hing Chuen Share options (FftsE8)
William (Note 8)

E[Ei Bk = - = 576,077 576,077 0.03
LAU Wai Piu Share options (FizE9)
(Note 9)

ARBR2014F4ANBAEHMEZEARARRE
BREEMBRERMHITESE —RERBRDHELE
AT HERR (TR ) o #E AR 2014958308 = AK -
697,979,8120% £ A% B% 17 7201456 530 3 17 R B
% RARIB BT BE A% H A 1,395,959,6240%
#HN1%2,093,939,436/% °

BT

ZERMD R E FH I ERBE AR R2002F B
FE(ERRTX) ERNBEREEZTRITEER
HAERERET o AEARATIN201445H308 5%
FRAERR - RITEERENEE K2014F6 A3H £ H
572,604 B E576,07710 ° MERITEENRE
KIA4.234BTTHAB 4208870 - 2SHERE (2
HR 201496 A30B AR 1T{E) ATH201143A3H
FEZE2019F3 A28 ILEARTTHE -

ZERG SR 2 F S £ R IR AN A 720024 BB A 4
ATEERNEREEEEBITERAS A ERE R
7o BAEAR A MR2014F5A308 TR % - K17
{# B IR B0 81 B R 2014F6 A3 1 #E $1916,165(7 #8 &
921,722+ M RATEE MR & R AR 42348 7T
P E42088 T o 2 F R E (2 R2014F
6HA30B I ARI{TE) AT R2011F3 A3H B E20195F
3 A28 IEEAfATTE -

ZERMBENBERENESERAS DTS -

On 23 April 2014, the Company announced a proposed rights issue on the
basis of 1 rights share for every 2 existing shares (“Rights Issue”) held by
shareholders of the Company. The Rights Issue was completed on 30 May
2014 and 697,979,812 rights shares were issued and allotted on 3 June
2014. The total number of issued shares of the Company was increased
from 1,395,959,624 to 2,093,939,436 with effect from 3 June 2014.

Notes:

Those shares would be allotted and issued to Mr. JI Yuguang upon the
exercise in full of the share options granted to Mr. JI under the 2002
share option scheme (as defined below) of the Company. The number of
outstanding share options was adjusted from 572,604 to 576,077 while
the exercise price per share was adjusted from HK$4.234 to HK$4.208
on 3 June 2014 upon completion of Rights Issue on 30 May 2014. Those
share options, all of which remained exercisable as at 30 June 2014,
were/will be exercisable during the period from 3 March 2011 to 2 March
2019.

Those shares would be allotted and issued to Mr. LI Jianguo upon the
exercise in full of the share options granted to Mr. LI under the 2002
share option scheme of the Company. The number of outstanding share
options was adjusted from 916,165 to 921,722 while the exercise price
per share was adjusted from HK$4.234 to HK$4.208 on 3 June 2014 upon
completion of Rights Issue on 30 May 2014. Those share options, all of
which remained exercisable as at 30 June 2014, were/will be exercisable
during the period from 3 March 2011 to 2 March 2019.

Those shares are held by Mr. LIN Yong as beneficial owner.
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ZERMDENEREZLERIEARR R 2002F BB
B A R IR R TR B S A LB BT o
A fE AR A B R 201455 A30H Se Ak (A% » R 1718 B8
AR HER S B 7 2014F6 A3A#EA1,374,247H AR
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FARZEL208B T - ZFHERE (2 MR2014F6A
30BN ARI{TF) AT 20113 A3H#£E201943 8
28 I HARIATEE -

ZERM BRI EL ERBEA R F2002F B R REA
B A R R RS TR MRT e R BB AT o
A FEAR R FIR2014F5 A30 B AR - RITERIK
RSB R20149F6 A3B () R HE B H © 20074
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#21,152,153(% - MERITEE IR E REHL23487T
FEE4208F Lo 2 F B R E (230 R2014F
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20193 A28 |FHEITT(E -

ZERD BB A ARIEANA 7]20024F BB A AE T 21
BERNBREERETE RSB ERE KT - BAfE
AR FIR201455 A30B FTERCHEAR - RITEEARERE
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ZERG SRR E 2 % £ R IE AR 7120024 B AR 4E
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ZE A 5 BE S R AR IR AN 2 8120024 B A% 4
FT B a0 B IR I TR BT 1R (R B o A D B e B
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Those shares would be allotted and issued to Mr. LIN Yong upon the
exercise in full of the share options granted to Mr. LIN under the 2002
share option scheme of the Company. The number of outstanding share
options was adjusted from 916,165 to 921,722 while the exercise price
per share was adjusted from HK$4.234 to HK$4.208 on 3 June 2014 upon
completion of Rights Issue on 30 May 2014. Those share options, all of
which remained exercisable as at 30 June 2014, were/will be exercisable
during the period from 3 March 2011 to 2 March 2019.

Those shares would be allotted and issued to Mr. POON Mo Yiu upon the
exercise in full of the share options granted to Mr. POON under the 2002
share option scheme of the Company. The number of outstanding share
options was adjusted from 1,374,247 to 1,382,583 while the exercise
price per share was adjusted from HK$4.234 to HK$4.208 on 3 June 2014
upon completion of Rights Issue on 30 May 2014. Those share options,
all of which remained exercisable as at 30 June 2014, were/will be
exercisable during the period from 3 March 2011 to 2 March 2019.

Those shares would be allotted and issued to Mr. HUI Yee Wilson upon
the exercise in full of the share options granted to Mr. HUI under the 2002
share option scheme of the Company. The number of outstanding share
options was adjusted from (i) (Date of Grant: 1 December 2007) from
1,187,255 to 1,194,457 while the exercise price per share was adjusted
from HK$5.129 to HK$5.098; and (ii) (Date of Grant: 3 September 2010)
from 1,145,206 to 1,152,153 while the exercise price per share was
adjusted from HK$4.234 to HK$4.208 on 3 June 2014 upon completion of
Rights Issue on 30 May 2014. Those share options, all of which remained
exercisable as at 30 June 2014, were/will be exercisable (i) (Date of Grant:
1 December 2007) during 1 June 2008 to 31 May 2016; and (ii) (Date
of Grant: 3 September 2010) during the period from 3 March 2011 to
2 March 2019.

Those shares would be allotted and issued to Mr. CHENG Chi Ming Brian
upon the exercise in full of the share options granted to Mr. CHENG
under the 2002 share option scheme of the Company. The number of
outstanding share options was adjusted from 572,604 to 576,077 while
the exercise price per share was adjusted from HK$4.234 to HK$4.208
on 3 June 2014 upon completion of Rights Issue on 30 May 2014. Those
share options, all of which remained exercisable as at 30 June 2014,
were/will be exercisable during the period from 3 March 2011 to 2 March
2019.

Those shares would be allotted and issued to Mr. TSUI Hing Chuen
William upon the exercise in full of the share options granted to Mr. TSUI
under the 2002 share option scheme of the Company. The number of
outstanding share options was adjusted from 572,604 to 576,077 while
the exercise price per share was adjusted from HK$4.234 to HK$4.208
on 3 June 2014 upon completion of Rights Issue on 30 May 2014. Those
share options, all of which remained exercisable as at 30 June 2014,
were/will be exercisable during the period from 3 March 2011 to 2 March
2019.

Those shares would be allotted and issued to Mr. LAU Wai Piu upon the
exercise in full of the share options granted to Mr. LAU under the 2002
share option scheme of the Company. The number of outstanding share
options was adjusted from 572,604 to 576,077 while the exercise price
per share was adjusted from HK$4.234 to HK$4.208 on 3 June 2014 upon
completion of Rights Issue on 30 May 2014. Those share options, all of
which remained exercisable as at 30 June 2014, were/will be exercisable
during the period from 3 March 2011 to 2 March 2019.
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All the interests disclosed above represent long positions in the
shares and underlying shares of the Company.

Save as disclosed above, as at 30 June 2014, none of the directors
of the Company or their associates had registered any other
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) that was required to be
recorded in the register kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or
Debentures

Save as disclosed under the sections headed “Directors’
Interests and Short Positions in Shares, Underlying Shares and
Debentures” above and “Share Option Scheme” below, at no time
during the 6 months ended 30 June 2014 were rights to acquire
benefits by means of the acquisition of shares in or debentures of
the Company granted to any director or their respective spouse or
children under 18 years of age, or were any such rights exercised
by them; or was the Company or any of its subsidiaries a party to
any arrangement to enable the directors to acquire such rights in
any other body corporate.

Share Option Scheme
Movements of the share options under the 2002 Share Option

Scheme during the 6 months ended 30 June 2014 are listed
below:

BRENR
Number of share options
BRE RhE
SREN 20145 RAREE 20145 RILAH BRE 1%
HAER 1818 REREH (Wa1)  REATE  REREN 6A30H (fzE2) TEAR (HrE1R3)
Adjusted Date of Exercise
Name or At Granted during  Exercised Lapsed At grant of Exercise price of
category of 1 January during  the period during during 30June share options periodof  share options
participants 2014 the period (Note1)  theperiod the period 2014 (Note 2) share options  (Notes 1and 3)
BRET
HKS per share
£
Directors
Bk 572,604 = 3473 = = 576,077 201059A3R 201143A30Z 4,208
JIYuguang 3 September 2010 201953428
3 March 2011 -
2 March 2019
3= 916,165 = 5,557 = = 921,722 201059A3R 2011%3A30% 4,208
LI Jianguo 3 September 2010 201953A2A
3 March 2011 -
2 March 2019
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BREHE

Number of share options
BRE
SREN 20145 AR R20145 RiAH
BEARH 1818 REAEL (1) REATE  REA%M 6A30A iE=7)
Adjusted Date of
Name or At Granted during  Exercised Lapsed At grant of
category of 1January during the period during during 30 June share options
participants 2014 the period (Note1)  theperiod the period 2014 (Note 2)

HEEEESEEARAR
20145 HiER &
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BREHE
Number of share options
BhE g
SREN 20145 RENAER 20145 RILAA ERE T%fE
HEAER 1818 AR (1) RBRTR  RERXR 6A30A (tzE2) fTiEEmR (FrEE1R3)
Adjusted Date of Exercise
Name or At Granted during  Exercised Lapsed At grant of Exercise price of
category of 1 January during  the period during during 30June share options periodof  share options
participants 2014 the period (Note1)  theperiod the period 2014 (Note 2) share options  (Notes 1and 3)
BlET
HKS per share
7 EEL
Continuous
contract
employees
At 10,374,003 = 53,064 - (1543433 8,884,134 2007F12A18 2008F6A18E 5.098
In aggregate (FirzE4) 1December 2007 2016%5A31A
(Note 4) 1June 2008 -
31 May 2016
Bt 11,783,964 = 065,924 - (916,165) 10,933,723 201059430 011EIA[E 4.208
In aggregate (Firzk4) 3 September 2010 201953428
(Note 4) 3March 2011 -
2 March 2019
22,157,967 = 119,488 - (2459598 19,817,857
29,987421 = 166,979 - (2459,598) 27694802
BT Notes:
AQRR2014F5 A30H FEAERL - IEARERNEE & 1. The Company completed the Rights Issue on 30 May 2014. Accordingly,
TEEREELER - the exercise price and the number of share options were adjusted.
BREMNSEBIARE B8R 27 FEHEEA 2. The vesting period of the share options is from the date of the grant until
Ik o FHiAT BB ER B A6EA - the commencement of the exercise period. All share options referred to
above are subject to a 6-month vesting period.
B AN AR AN A S e B AT AL B sk B SR L SR IR T 3. The exercise price of the share options is subject to adjustment in the
WP BREITEBR THEE - case of rights or bonus issues, or other similar changes in the Company’s
share capital.
W EBREREE2014F6A308 1E61E A B A E 4. These share options lapsed during the 6 months ended 30 June 2014 as
B EHR R o a result of staff resignations.
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i?&i%ﬂﬁﬁ&*ﬁ@ﬁﬂﬁﬁﬁ’ﬂ%%‘é Substantial Shareholders’ Interests and Short
15979 Positions in Shares and Underlying Shares

MR2014F6 A308 AR RIRIEES KIS K As at 30 June 2014, the interests and short positions of those

BIZE3BEMEBTHFENELRMATE - ZFEA persons (other than the directors of the Company) in the shares

T (RRABIEZRIN) RARRDAIH ARG AR R and underlying shares of the Company as required to be recorded

mHPREREABNT in the register required to be kept by the Company pursuant to
Section 336 of the SFO, were as follows:

RE AL
BAfTEIR SR
FrER BB
TERRER BERNBERERME HBERO#A ay BHB
Number of Approximate
underlying percentage of
shares held the Company's
Number of shares held under equity total issued
Name of substantial shareholders and nature of interests derivatives Total share capital
iz Ef A
Notes Direct Deemed
BEEFROERAR ((88E%)) (1) - 1,447713,080 - 1447713,080 69.14
Haitong Securities Co., Ltd. (‘HSCL)
SRARRRERAR (SRERER]) (1,2 1,447713,080 - - 1,447713,080 69.14
Haitong International Holdings Limited (*HTIH")
Cheng Yu Tung Family (Holdings) Limited (‘CYTF”) () - 144,480,897 - 144,480,897 6.90
Cheng Yu Tung Family (Holdings II) Limited (‘CYTF II") () = 144,480,897 = 144,480,897 6.90
Chow Tai Fook Capital Limited (‘CTFC’) () = 144,480,897 = 144,480,897 6.90
BXR (1BR) 5RAR (AR (2R)) (3) - 144,480,897 - 144,480,897 690
Chow Tai Fook (Holding) Limited (‘CTFH”)
BABOEARAR ((BAREE]) (3) - 144,480,897 - 144,480,897 6.90
Chow Tai Fook Enterprises Limited (‘CTFE")
MERERERAR (FHHERERE]) 3) - 144,480,897 - 144,480,897 6.90
New World Development Company Limited (‘NWD”)
MERSEARAR ([#alR]) (3) - 144,480,897 - 144,480,897 6.90

NWS Holdings Limited (‘NWS)
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R BART
RAfTETIR BET
FrER RAEAEMN
TERRER BERONBERERME HBRG#A By BRE
Number of Approximate
underlying percentage of
shares held the Company’s
Number of shares held under equity total issued
Name of substantial shareholders and nature of interests derivatives Total share capital
(i Ei A
Notes Direct Deemed
HelRRBERARAR @) - 144,480,897 - 144480897 6.90
(REEEBEMAL)
(TNWSSM (Cayman)])
NWS Service Management Limited
(incorporated in the Cayman slands)
(‘NWSSM (Cayman)”)
NWS Service Management Limited (@) = 144,480,897 = 144,480,897 6.90
(REBRARESEMAKL)
(TNWSSM (BV)])
(incorporated in the British Virgin Islands)
(‘NWSSM (BVI)")
NWS Financial Management Services Limited (3),(4) 144,480,897 = = 144,480,897 6.90
(“NWSFM”)
e - Notes:
(1) EREFFESBERFZERN 2D EITRE - RE (1) HSCL held the entire issued share capital of HTIH. By virtue of the
BH KB GRAIEMES - EBEF AR ANEEEE provisions of the SFO, HSCL is deemed to be interested in the shares in

PR RS OB P A A o

AABR2014F4F23B8 EHEE - BREEIER
EEMEERIG - IR 2014F5A308 K ©
BB R A /D E E B1,001,808,7200%
AN 21,502,713,0800% © BE 1% /5 3 B R 12 A% 88 5%
55,000,000 %% F2EHEREES  HFENK
& E 1,502,713,0808& 8 =1,447,713,0800% °

CYTFRCYTF 115 B # BCTFC 48.98% 46.65%H)
ﬁé #m MCTFCH B A A& (JEAR) #)78.58%H) #&

CAKRE (R BIFBBRARELCEMNE B BT
szﬁ AXRCERENBARZENERERELD
43.02% MR - MTEREREEWBARRSE
FAIEDBITRAL61.30%  AZBBREE2EHE
EHERRINWSSM (Cayman)i# BENWSSM (BV)Z
EBEEETTARAS - TMNWSSM (BVI) BIEBNWSFM 2
BT o RIBEFH RBEEOIHE - CYTF -

CYTF Il CTFC * AKX (ZR) - ARBEHE -
AR - FAIE - NWSSM (Cayman) RNWSSM

BV)EBHHEEAERNWSFMEE RO P HE
TE’\ o

ARAER2014F4A238 E MR - NWSFME ##
AR o HAXR2014F5A30H K ° NWSFM
A MR E B 96,320,598 % 1% 144,480,897A% -

which HTIH is interested.

On 28 April 2014, the Company announced the Rights Issue. HTIH
accepts its right shares under the Rights Issue. The Rights Issue was
completed on 30 May 2014. The number of shares held by HTIH was
increased from 1,001,808,720 to 1,502,713,080. After the subsequent
transfer of 55,000,000 shares to the National Social Security Fund by
HTIH, the number of shares held was decreased from 1,502,713,080 to
1,447,713,080.

CYTF and CYTF Il held respectively an interest of 48.98% and 46.65% in
CTFC, which in turn held an interest of approximately 78.58% in CTFH
and CTFH in turn held the entire issued share capital of CTFE. CTFE and
its subsidiaries held an interest of approximately 43.02% in NWD, which
in turn and its subsidiaries held approximately 61.30% of the issued
share capital of NWS. NWS, through its wholly-owned subsidiary, NWSSM
(Cayman), held the entire issued share capital of NWSSM (BVI), which
in turn held the entire issued share capital of NWSFM. By virtue of the
provisions of the SFO, each of CYTF, CYTF II, CTFC, CTFH, CTFE, NWD, NWS,
NWSSM (Cayman) and NWSSM (BVI) is deemed to be interested in the
shares in which NWSFM is interested.

On 23 April 2014, the Company announced the Rights Issue. NWSFM
accepts its rights shares under the Rights Issue. The Rights Issue was
completed on 30 May 2014. The number of shares held by NWSFM was
increased from 96,320,598 to 144,480,897.
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All the interests disclosed above represent long positions in the
shares and underlying shares of the Company.

Save as disclosed above, as at 30 June 2014, no person, other
than the directors of the Company, whose interests are set out
in the section headed “Directors’ Interests and Short Positions in
Shares, Underlying Shares and Debentures” above, had registered
an interest or short position in the shares or underlying shares
of the Company that was required to be recorded pursuant to
Section 336 of the SFO.

Purchase, Sale or Redemption of the Company’s
Listed Securities

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the 6 months ended 30 June 2014 other than as an agent for
clients of the Company or its subsidiaries.

Corporate Governance

The Board is committed to maintaining a high standard of
corporate governance practices within the Group. Throughout the
6 months ended 30 June 2014, the Company has fully complied
with the code provisions set out in the Corporate Governance
Code contained in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”), except
that 2 non-executive directors of the Company were unable
to attend the annual general meeting of the Company held on
15 April 2014 as provided for in code provision A.6.7 as they had
other important business engagements at that relevant time.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code set out in Appendix
10 of the Listing Rules as its code of conduct for securities
transactions by the directors of the Company. Having made
specific enquiry of all directors of the Company, all directors
confirmed that they have complied with the required standard
set out in the Model Code throughout the 6 months ended
30June 2014.
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Audit Committee

The audit committee of the Company (the “Audit Committee”)
has met with the external auditors of the Group, Deloitte Touche
Tohmatsu, to review the accounting principles and practices
adopted by the Group and the unaudited consolidated results
for the 6 months ended 30 June 2014 of the Group. The Audit
Committee currently comprises 4 non-executive directors of
the Company and 3 of whom, including the chairman of the
Audit Committee (the “Chairman of the Audit Committee”), are
independent non-executive directors. The Chairman of the Audit
Committee has the appropriate professional qualification and
experience in financial matters.

Disclosure pursuant to Rule 13.21 of the Listing
Rules

On 16 May 2013, the Company (as borrower) entered into a facility
agreement (the “Facility Agreement 1”) with certain financial
institutions (as lenders) in respect of a revolving loan facility in
an aggregate amount of HK$3,000,000,000 for a term of up to
3 years.

On 23 May 2014, the Company (as borrower) entered into a
facility agreement (the “Facility Agreement I1”) with certain
financial institutions (as lenders) in respect of a term loan facility
in an aggregate amount of HK$1,336,000,000 for a term of up to
36 months and a revolving loan facility in an aggregate amount of
HK$2,004,000,000 for a term of up to 36 months.

Pursuant to the terms of the Facility Agreement | and Facility
Agreement I, if, inter alia, either of the following events of default
occurs, all or any part of the facilities may be immediately
cancelled and all or any part of the loans together with accrued
interest and any other amounts accrued or outstanding under the
facilities may become immediately due and payable or payable
on demand:

(1) HSCL ceases to directly or indirectly own at least 51% of the
share capital in the Company; or

(2) HSCL does not or ceases to have management control of
the Company (“Management Control”). Management Control
refers to (i) a majority of incumbent directors of the Company
are nominees of HSCL and (ii) HSCL has control over the
management strategies and policies of the Company.
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Disclosure of the Information of the Board
pursuant to Rule 13.51B(1) of the Listing Rules

Pursuant to rule 13.51B(1) of the Listing Rules, changes in the
information of the Board required to be disclosed in this report
are as follows:

Mr. LIN Yong

Mr. LIN has been appointed as an independent non-executive
director of Zhongsheng Group Holdings Limited (*Zhongsheng
Group”) with effect from 31 March 2014, the shares of
Zhongsheng Group are listed on the Stock Exchange.

Mr. HUI Yee Wilson

Mr. HUI entered into a new service agreement with the Company
on 14 March 2014 for a term of 3 years commencing on 17 March
2014, subject to the retirement and re-election provisions in
the New Bye-laws of the Company, unless and until terminated
by either party giving to the other not less than 3 months’ prior
notice in writing to determine the same.

As set out in the new service agreement, Mr. HUI is entitled to a
monthly salary of HK$192,780. Subject to the authority granted
by the shareholders of the Company in annual general meetings,
such salary shall be adjusted from time to time at a rate to be
determined by the Remuneration Committee of the Company at
its absolute discretion having regard to the operating results of
the Group and the performance of Mr. HUI. Mr. HUI is also entitled
to an annual management bonus of a sum to be determined by
the Remuneration Committee of the Company at its absolute
discretion having regard to the operating results of the Group
and the performance of Mr. HUI, provided that the aggregate
amount of management bonuses payable to all relevant directors
of the Company in respect of the relevant financial year shall not
exceed 5 per cent. of the consolidated profits after taxation and
minority interests but before extraordinary items as shown in the
Group’s audited consolidated accounts for the relevant financial
year.

Mr. CHENG Chi Ming Brian

The Company was informed on 16 July 2014 that, with effect
from 26 February 2014, Mr. CHENG has been appointed as a
non-executive director of Beijing Capital International Airport
Company Limited (“Beijing Capital Airport”), the shares of Beijing
Capital Airport are listed on the Stock Exchange.
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