Notes to the Accounts

& B WAt

1.

SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of preparation and consolidation

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong
and comply with accounting standards issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”). The accounts are prepared under the
historical cost convention except that, as disclosed in
the accounting policies below, certain properties and

investments in securities are stated at fair value.

The consolidated accounts include the accounts of the
Company and its subsidiary companies made up to 31
December. The results of subsidiaries acquired or
disposed of during the year are consolidated from or up
to their effective dates of acquisition or disposal,

respectively.

All significant inter-company transactions and balances

within the Group are eliminated on consolidation.

The HKICPA has issued a number of new and revised
Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards (“new HKFRSs”) which are
effective for accounting periods beginning on or after 1
January 2005.

The Group has not early adopted these new HKFRSs in
the financial statements for the year ended 31 December
2004. The Group has already commenced an assessment
of the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would have
a significant impact on its results of operations and

financial position.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 1.

(b) Intangible assets

The Stock and Futures Exchange trading rights and
expenditures on computer software that is not an integral
part of the related hardware are capitalized as intangible
assets and amortized using the straight-line method over
their estimated useful life of five years. Where an indication
of impairment exists, the carrying amount of the intangible

asset is assessed and written down to its recoverable

amount.

(c) Fixed assets

Fixed assets other than investment properties (note 1(d))
and other properties are stated at cost less accumulated
depreciation and any accumulated impairment loss. Other
properties are interests in land and buildings and are

stated at cost or valuation less accumulated depreciation.

Depreciation of fixed assets is provided on a straight-line

basis over their estimated useful lives as follows:

Leasehold properties
Land

Buildings
Under long lease
Under
medium-term
lease
Furniture and

equipment
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(c)

(d)

Fixed assets (Cont’d)
Long leases and medium-term leases are defined as
leases having not less than 50 years and leases between

10 years to 50 years to run respectively.

Major costs incurred in restoring fixed assets to their
normal working condition are charged to the profit and
loss account. Improvements are capitalized and

depreciated over their expected useful lives to the Group.

The gain or loss on disposal of a fixed asset is the
difference between the net sale proceeds and the carrying
amount of the relevant asset, and is recognized in the

profit and loss account.

Investment properties

Investment properties are interests in land and buildings
in respect of which construction work and development
have been completed and which are held for their

investment potential.

Investment properties held on leases with unexpired
periods greater than 20 years are included in fixed assets
at their open market value on the basis of annual
professional valuation. Changes in the value of investment
properties held by the Company and its subsidiary
companies are dealt with as a movement in the
investment property revaluation reserve. If the total of
this reserve is insufficient to cover a deficit on a portfolio
basis, the amount by which the deficit exceeds the total
amount in the investment property revaluation reserve is
charged to the profit and loss account. If a deficit has
previously been charged to the profit and loss account
and a revaluation surplus subsequently arises, the surplus
is credited to the profit and loss account to the extent of

the deficit previously charged.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(d) Investment properties (Cont’d)

(e)

(f)

Investment properties held on leases with unexpired
periods of 20 years or less are depreciated over the

remaining portion of the leases.

Upon the disposal of an investment property, the relevant
portion of the revaluation reserve realized in respect of
previous valuations is released from the investment

property revaluation reserve to the profit and loss account.

Investments in subsidiary companies

A subsidiary is an enterprise in which the Company,
directly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting
power, or where the Company controls the composition

of its board of directors or equivalent governing body.

Investments in subsidiary companies are included in the
Company’s balance sheet at cost less impairment, if any,
for permanent diminution in value. The results of
subsidiary companies are accounted for by the Company

on the basis of dividend received or receivable.

Investments in associated companies

An associated company is a company, not being a
subsidiary company or a joint venture, in which the Group
holds an equity interest for the long term and exercises

significant influence in its management.

The consolidated profit and loss account includes the
Group’s share of the post-acquisition results of the
associated companies for the year, and the consolidated
balance sheet includes the Group’s share of the net
assets of the associated companies and the unamortized
goodwill/negative goodwill on acquisition of the

associated companies.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(f)

(9

Investments in associated companies (Cont’d)

In the Company’s balance sheet, the investments in
associated companies are stated at cost less impairment,
if any, for permanent diminution in value. The results of
associated companies are accounted for by the Company

on the basis of dividend received or receivable.

Investments in joint ventures

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity
which is subject to joint control and over which none of
the participating parties has unilateral control.

Joint venture arrangements which involve the
establishment of a separate entity in which each venturer

has an interest are referred to as jointly controlled entities.

The Group'’s interests in jointly controlled entities are
included in the consolidated balance sheet at the Group’s
share of the net assets of the jointly controlled entities
and the unamortized goodwill/negative goodwill on
acquisition. The Group’s share of post-acquisition results
of jointly controlled entities is included in the consolidated

profit and loss account.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(h) Other investments

(i)

Investments which are held for non-trading purposes are
stated at fair value or estimated fair value at the balance
sheet date on an individual investment basis. The
estimated fair values of unlisted investments are
determined by the directors having regard to, inter alia,
the most recent financial statements or other financial
data considered relevant in respect of such investments.
Changes in the fair value of individual securities are
credited or debited to the investment revaluation reserve
until the securities are sold, or are determined to be
impaired. Upon disposal, the cumulative gain or loss
representing the difference between the net sales
proceeds and the carrying amount of the relevant
securities, together with any surplus/deficit transferred
from the investment revaluation reserve, is dealt with in

the profit and loss account.

Transfers from the investment revaluation reserve to the
profit and loss account as a result of impairments are
written back in the profit and loss account when the
circumstances and events leading to the impairment

cease to exist.

Goodwill/negative goodwill

Goodwill or negative goodwill arising from consolidation
represents the excess or the shortfall of the purchase
consideration over the fair value of the Group’s share of
the separable net assets at the date of acquisition of
subsidiaries and associated companies. Goodwill/negative
goodwill on consolidation is amortized by equal
instalments over its estimated useful economic life of

five years.
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1.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(i)

()

(k)

Goodwill/negative goodwill (Cont’d)

Any goodwill or negative goodwill on the acquisition of
an interest in a jointly controlled entity, representing the
excess or shortfall respectively of the purchase
consideration over the fair value ascribed to the Group’s
share of the separable net assets of the jointly controlled
entity at the date of acquisition is dealt with in the same
manner as that described above except that goodwill/
negative goodwill arising on acquisition of a jointly
controlled entity with specified operation period is

amortized over its remaining joint venture period.

Where an indication of impairment exists, the carrying
amount of goodwill is assessed and written down to its

recoverable amount.

Trading account securities

Listed and marketable securities held by the Group to
facilitate its block trading, arbitrage and underwriting
operations are stated at market value. The results from
such activities, which include unrealized gains less losses
arising from valuation at the balance sheet date of
securities on hand, are dealt with in the profit and loss

account.

Trade receivables

The credit of trade receivables including secured margin
loans and secured term loans is reviewed and approved
by either the Credit and Risks Management Committee
or the Executive Committee. Clients are normally required
to provide additional margin or securities whenever there

are any shortfalls in their accounts.

Specific provisions are made for doubtful debts as and
when they are considered necessary by the Credit and
Risks Management Committee or the Executive
Committee. Trade receivables in the balance sheet are

stated net of such provisions.
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1.

U

(m)

(n)

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Cash and cash equivalents
Cash and cash equivalents represent cash on hand,
deposits with banks which are within three months of

maturity when acquired, less bank overdrafts.

Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognized because
it is not probable that outflow of economic resources will
be required or the amount of obligation cannot be
measured reliably. A contingent liability is not recognized

but is disclosed in the notes to the accounts.

Foreign currencies

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies
at the balance sheet date are translated at the rates of
exchange ruling at the balance sheet date. Exchange
differences arising in these cases are dealt with in the

profit and loss account.

The balance sheets of subsidiaries, jointly controlled
entities and associated companies expressed in foreign
currencies are translated at the rates of exchange ruling
at the balance sheet date whilst the profit and loss is
translated at an average rate. These exchange differences

are dealt with as a movement in the exchange reserve.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(o)

(p)

(q)

Turnover

The principal activities of the Group are securities,
leveraged forex, bullion, commodities and futures broking,
provision of online financial services and online financial
information distribution, money lending including the
provision of term loans, share margin financing, financial
planning and wealth management, fund management,
corporate finance, property investment and insurance
consultancy. Turnover includes gross brokerage,
commission, interest, dividends, rental and service
income; and the following stated net of losses: profit
from trading in securities, income from bullion transactions

and differences on foreign exchange transactions.

Segment reporting

Business segment is presented as the primary report
format for segment reporting. Interest income and finance
cost are included in segment revenue and segment results

respectively.

Revenue recognition
Brokerage income recognized in the accounts represents
brokerage income accrued on all broking transactions

traded on or before 31 December.

Realized and unrealized profits and losses from trading

in securities are recognized on a trade date basis.

Interest income is accrued on a time proportioned basis.

Dividend income from investments is recognized when

the shareholders’ right to receive payment has been

established.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
() Revenue recognition (Cont’d)

(r)

(s)

Rental income is recognized on all leases on the straight-
line method over the lease term regardless of when the

cash rental payment will be received.

Profits or losses on trading in foreign currencies include
both realized and unrealized gains less losses and
charges less premium arising from position squaring and
valuation at the balance sheet date of foreign currency

positions on hand.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalized as part of the
cost of that asset. All other borrowing costs are charged
to the profit and loss account in the year in which they

are incurred.

Employee benefits

Employee entitlements to annual leave are recognized
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

The Group operates defined contribution retirement
schemes, the assets of which are held in independent
administrated funds. The Group’s contributions to the
defined contribution retirement schemes are expensed
as incurred and are reduced by contributions forfeited, if
applicable, by those employees who leave the schemes

prior to vesting fully in the contributions.
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1. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

(t)

(u)

Deferred taxation

Deferred tax is provided in full, using the liability method,
on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the
financial statements. Deferred tax assets are recognized
to the extent that it is probable that future taxable profit
will be available against which the temporary difference

can be utilized.

Assets under leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company
are accounted for as operating leases. Rentals applicable
to such operating leases are charged to the profit and

loss account on a straight-line basis over the lease term.

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. Finance leases are capitalized at
the inception of the lease at the lower of the fair value of
the leased assets or the present value of the minimum
lease payment. Each lease payment is allocated between
the capital and finance charges so as to achieve a
constant rate on the capital balances outstanding. The
corresponding rental obligations, net of finance charges,
are included in long term liabilities. The finance charges
are charged to the profit and loss account over the lease

periods.

Assets held under finance leases are depreciated over
the shorter of their estimated useful lives or the lease

periods.
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2. TURNOVER AND SEGMENT INFORMATION

The Group has main business segments as follows:

—  Securities broking and dealing — provision of securities
broking, trading in securities, including online broking

and financial information services.

—  Forex, bullion, commodities and futures — provision of
dealing and broking services in leveraged forex, bullion

and futures.

—  Margin finance and other financing services — provision
of securities margin financing and insurance broking

services.

— Term loans — provision of term loans financing.

—  Corporate finance and others — provision of corporate
finance and advisory services, financial planning, wealth
management services, investments and properties

holding.

No analysis of geographical segments is presented as the
contribution to turnover and results of operations outside Hong

Kong were below 10%.
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2. TURNOVER AND SEGMENT INFORMATION 2. BEHERHEER (&)

(Cont’d)
2004
Margin finance
Securities Forex, bullion, and other
broking commodities financing Corporate
and dealing and futures services finance
2584 HE ES REHAR Term loans and others Total
RER BRREE At eRER EER  CERERER Eh
HKS'000/F &% HKSO000/FEx  HKS000/FEL  HKS000/FERL  HKS000/TERL  HKS'000/T &R
Turnover BT 263,754 159,397 165,660 42,580 445,346 1,076,737
Less: intra-segment turnover WARHEEE (1,711) (544) (10,714) (5,823) (250,870) (269,722)

261,983 158,853 154,946 36,757 194,476 807,015

Operating proft after finance costs BRARAELERF 50,036 13,140 69,247 33,784 85,457 251,664
Share of profits and losses and MibEH R BRAE S
amortization of goodwillnegative goodwil ~ HE/&HE
- Associated companies - BENF 265,199
- Jointly controlled entities - £REEHAA (3,624)
Profit before taxation BEA&T 513,239
Segment assets NEEE 622,864 593,253 1,317,274 160,218 1,194,296 3,887,905
Deferred tax assets ERREEE 2,069 450 - 4,082 3,569 10,170
Taxation recoverable EWHE - 950 - - 19 969
Minority interests PERRER - - - - 494 494
624,933 594,653 1,317,274 164,300 1,198,378 3,899,538
Investments in associated companies L A-UNGE S 2,433,638
Investments in jointly controlled entities ARESIAARE 1,201
Total assets BEE 6,334,377
Segment liabilities SEEE (237,651) (430,061) (287,721) (17,506) (319,762)  (1,292,707)
Taxation payable EfHE (12,558) (1,355) (1,245) (192) (9,980) (25,330)
Deferred tax liabllties ERHERRE (1,244) - - (136) (1,196) (2,576)
Total liabilities Baf (251,453) (431,416) (288,972) (17,834) (330,938)  (1,320,613)
Capital expenditures EAY 1,808 1,696 661 5 13,136 17,306
Amortization and depreciation ZELNE 1,642 781 312 - 17,426 20,161
Impairment charge EEEE - - - - 16,808 16,308
Other non-cash expenses EtEALER 405 2,655 13,014 - 2,934 19,008
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2. TURNOVER AND SEGMENT INFORMATION 2. BXERSEEH (K)
(Cont’d)
2003
Margin finance
Securities Forex, bullion, and other
broking commodities financing Corporate
and dealing and futures services finance
B SE-E8 FHHAR Term loans and others Total
REE ERRAE Eberks EBER  CRMEREL Eh)

HKS'000FATT  HKSQOU/FET  HKS000/FETL  HKSQOUFET  HKS000/FERT  HKS000/FET

Turover BEE 189,395 130,292 168,271 89,867 373,245 951,070
Less: intra-segment turnover RAERERE (3912 (1,387) 25,248) (18505 (234,557)  (283,609)

185,483 128,905 143,023 71,362 138,688 667,461

Operating proft after finance costs REARKGE R 22,169 16,347 64,263 64,523 (24,156) 143,146
Share of profits and losses and Fiaf REBNES
amortization of goodwillnegative goodwil ~ EE /&%
- Associated companies N LUN 156,608
- Jointly controlled entities - RFEHAF 1
Profit before taxation B A& 299,755
Segment assets PEEE 914578 744476 1,328914 350,685 919374 4,258,027
Deferred tax assets ERHBEE - - - 8,423 1,430 9,853
Taxation recoverable BB - - - 5,215 - 5,215
914,578 744476 1328914 364,323 920,804 4,273,095
Investments In associated companies BELARE 2,373,765
Investments in jointly controlled entities RRESAARE 937
Total assets BEE 6,647,797
Segment liabilties ABAE (691877)  (598,286)  (260,175) (16,024)  (558,664)  (2,125,026)
Taxation payable ERE (5,487) (2,007) (5,052) - (12,999) (25,544)
Deferred tax liabilties ERFEAR (1,350) - - - (2,506) (3,856)
Minority interests PERRER (794) - - - (617) (1,411)
Total liabilities BEE (699,508 (600,293 (265,227) (16,024 (574,785  (2,155,837)
Capital expenditures BRLH 2,323 805 248 9 4192 47517
Amortization and depreciation BERAE 2,075 880 423 10 16,040 20,328
Impairment charge EESH - - - - 6,524 6,524

Other non-cash expenses EHFEREER 529 2,954 31,201 - 80,256 114,940
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3. OTHER INCOME 3. Hiyzx

2004
HK$’000/F & T

Group
&®
2003
HK$'000/F 7% 7T

Amortization of negative goodwill  # $5 Uz B8

on acquisition of subsidiary LopEERNE

companies ZEmE 9,565 3,829
Loss arising from default of loan Millennium Touch Limited

agreement with Millennium RKETERBE

Touch Limited written back mE4E 2 BiEEm 2,847 26,412
Net exchange gains PE 5% U = 288 -
Profit on disposal of g — B

an associated company DA Z A - 1,146
Profit on deemed disposal of BRAELE —H[FA

a jointly controlled entity PEHI A B 2 5 F 942 -
Profit on disposal of o E A

other investments & 27 2,483 -
Provision for doubtful REREH

debts written back 7 [ 16,615 42,036
Revaluation deficit of investment KREWMEE

properties written back AR E 6,100 200
Miscellaneous income HMIEUA 1,523 9,285

40,363 82,908
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On 1 April 2004, the High Court of Hong Kong awarded a judgment
(the “Judgment”) in favour of New World Development Company
Limited (“NWDC”) against Sun Hung Kai Securities Limited (“SHKS”)
following legal proceedings regarding a joint venture in respect of
land and two hotels in Kuala Lumpur, Malaysia. The Judgment was
for a principal amount of HK$80,117,652.72 together with interest
of HK$25,416,365.50 and interest at judgment rate from 16
December 1998 until payment, and costs (together estimated by
the Company to be in the region of approximately HK$160 million).

SHKS has since year 2000 booked as “Other Investments” an
amount of approximately HK$118 million including payments already
made to NWDC in a total sum of HK$35.3 million. A provision of
HK$18.7 million for interest was made in 2000. Additionally, a
provision of HK$58,364,000 was made in these accounts in respect
of interest and legal costs in 2003 and an interest expense of
HK$2,934,000 was paid in 2004.

SHKS has appealed against the Judgment. The Company’s present
understanding of the Judgment is that SHKS now has an effective
12.5% interest, including its share of shareholders’ loans, in a
completed project in Kuala Lumpur consisting of two first class
hotels with around 1,000 rooms, and a convention and retail complex
presently known as “The Renaissance Kuala Lumpur Hotel”.

4. OTHER EXPENSES 4. HMEH
Group
&5
2004 2003
HK$'000/F 5% 7t HK$'000/F % 7
Net exchange losses O F R - 40
Net loss on disposal of & E A
other investments BEZFEE - 6,302
Loss on deemed disposal of RAEHE — B &
an associated company NAEZEE 4,455 -
Permanent impairment of other BREREEM@EEZ
investments transferred from HEmmizgE
investment revaluation reserve KA EBEHIR 16,898 6,524
Provision for diminution in value — B & N A
of an associated company oL (B 2 - 21,892
Provision for interest and legal cost & B E# R
in respect of litigation with ERAR LA
New World Development FRZFER
Company Limited * FEREREE 2,934 58,364
Provision for doubtful debts RERIER 16,074 34,684
40,361 127,806

RZZZENFENA—B FESSARH
FEARAERARAG ([HHREE]) A
BETHFARAR (TFBETH]) R
ERETSEEE T ERMEEEZAY
EREERFREHIOR (THOR]) - #
HRERBEHBF FRABEINEESE
80,117,652.727% jT B % 2.25,416,365.50
B RE—ANANFE+ZA+ B EE
ENFBBMEIABERFEZFNE UK
B® (KAQRIEFAEEN160BEBT) -

MBEITFA_STTFRELH118E
R zeBEIRAIEMEBEE] EFE
FEmMHAttARAERIAF I RBELES X
3BIEEBT R -_EETEEFA187H
BETZANEBH B XEAEHER
B KA B 58,364,000 TR =%
TEFEHEBEE RR ST NFELAF
£.2,934,0005% Tt °

BRI FERERIBE LH-BARF
BRTEEOR 2B HRELEFNERA
TEEEZETKIER (BEMEARELD
1000 EMERBER —ERER
[ The Renaissance Kuala Lumpur Hotel]
ERRTEGAARB) T HBEERESR
12.56% @ RBEMERRERIDD -
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5. OPERATING PROFIT

Group
59
2004 2003
HK$’000/F 3 7t HK$'000/F % 7
Operating profit is stated after 4 5 A
crediting and charging BEFA R
the following: THIEE :
Crediting: AT P 2
Brokerage, commission and Kueme Hu@Ad
service income o AR 75 W 2= 511,847 401,969
Dividends from listed investments  _EF iR &K B 36,843 10,490
Dividends from unlisted LT
investments KERE 36,793 31,416
Gross rental income from "EMEZ
investment properties HEBKA 2,043 2,246
Interest income B WA 160,570 162,494
Net realized profit on derivatives PMETED AR FRE 15,455 6,403
Net unrealized profit BHEE
on trading securities KA BFRFRES - 3,313
Realized profit BHKLE
on trading securities B R = 4,321 5,728
Profit on dealing HNEE
in foreign currencies B8 s 18,180 16,938
Profit on other dealing activities EmEBEEEKE 8,141 4,531
Charging: MBETH =
Auditors’ remuneration 2% B 6N B 3,615 3,341
Amortization of intangible assets BiEmEEE 3,906 3,578
Commission expenses and EFFHER
sales incentives to account HoBEIvHAEEBA
executives and certain staff LEEES 128,783 103,754
Contributions to retirement iR KA F)
benefit schemes AR 7,750 7,185
Depreciation e
— Owned fixed assets —-BEBTEEE 15,742 16,237
- Leased fixed assets —HEETEE 513 513
Net loss on disposal of & & E
fixed assets BEFRBIE 559 420
Net unrealized loss BELE
on trading securities RABFERE 2,109 -
Operating lease rentals LEHECHS
- Land and buildings — B E 16,010 21,414
- Others —Hh 658 2,429
Outgoings in respect KREME
of investment properties Z X 625 617
Staff cost (including directors’ & B A&
emoluments but excluding (BEESEHe-
contributions to retirement BTBERAK
benefit schemes) BRE &I 500 164,168 140,996
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6. EMOLUMENTS OF DIRECTORS AND SENIOR

6. EENGARABEME

EMPLOYEES
(a) Directors (@ E=
2004 2003
HK$’000/F 3% 7% HK$’000/ 3% 7
Fees we 497 426
Salaries, housing and other e BER
allowances, and benefits Hfib AL
in kind EWH = 1,988 3,052
Bonuses TE4T 800 1,250
Contributions to retirement RKTEF
benefit scheme &I 3k 99 153
3,384 4,881

RARERGETELIERTERZ 2
©RT72,0008 T (ZTT =4
22,7504 7T) R B /424,722
T(ZTE=F:341,250%87T) °

During the year, directors’ fees of HK$72,000 (2003:
HK$22,750) and consultancy fees of HK$424,722 (2003:
HK$341,250) were paid to independent non-executive

directors.

Ex (RRAMETES) MezoMan
within the following bands: T

Emoluments of the directors including past directors were

Number of directors

Emoluments band (HK$) EEAH

Meosm GB%) 2004 2003
$0 - $1,000,000 8 7

$1,000,001 - $1,500,000 - 1

$2,000,001 - $2,500,000 1 1
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6. EMOLUMENTS OF DIRECTORS AND SENIOR 6. EENSANBEMNS (E)
EMPLOYEES (Cont’d)

(b) Senior employees (b) SHRBE
The five highest paid individuals included one director T ZeMEsBEFR BEAR
(2003: two directors) of the Company, whose emoluments Al NESE(ZETE=-F - MUE
have been included above. The emoluments of the ) MEMSERER Lt -H
remaining four (2003: three) senior employees are BRI (ZET=F =) o %
analyzed below: S EBBELITOT:
2004 2003
HK$'000/F 3 HK$'000/F % 7
Fees we - 1
Salaries, housing and e BER
other allowances, and H ek
benefits in kind B M= 9,896 11,736
Bonuses TE4T 4,420 835
Contributions to retirement R ARAE A
benefit scheme FTEIHE 268 262
14,584 12,834
Emoluments of the senior employees were within the SRBEMEe s DT

following bands:

Number of employees

Emoluments band (HK$) DN

WeHH (B%) 2004 2003
$2,000,001 - $2,500,000 2 2
$2,500,001 - $3,000,000 1 -
$7,000,001 - $7,500,000 1 -
$8,500,001 - $9,000,000 - 1
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7. RETIREMENT BENEFIT SCHEMES
The Group operates defined contribution schemes for the
Hong Kong and overseas offices’ qualifying employees and a
defined benefit scheme for its subsidiary company’s employees

in the Philippines.

The forfeited contributions utilized in the course of the year
ended 31 December 2004 were HK$761,000 (2003:
HK$312,000). The contributions to the defined benefit scheme

in the Philippines were immaterial.

8. FINANCE COSTS

Interest on bank loans, overdrafts BERAFAEEZ
and loan notes repayable RITER BN
within 5 years ERZEEZHNE

Interest on bank loans not wholy HERAFAZ *EE"@Z
repayable within 5 years HRAT & K FE

Interest element of a finance lease @ﬂﬁfﬁ%Zﬂ \EB 53

Other borrowing costs HEfhEER A

BKREsTE
SEREERBINNERZEERKRET
HITREHRTERNRTE R RIFEENE
ARAIIEZ BT —BREMNZRK
Fh &l

HE_ZTWF+-_A=+—HIEFE
FAVERUVE 4 32 R I 5 R 761,000
nx__qy__i 312,000 7T) « ¥ 3EE
EREMBBRARAECERETEE-

R & A
Group
&=
2004 2003
HK$’000/F % T HK$’000/F 7 7T
16,784 11,853
867 1,097
26 65
2,048 1,408

19,725 14,423
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10.

SHARE OF PROFITS AND LOSSES AND
AMORTIZATION OF GOODWILL/NEGATIVE
GOODWILL OF ASSOCIATED COMPANIES

FT A6 B & 1 A
associated companies i A & g5 18
Amortization B3y

Share of profits and losses of

— Goodwill on acquisition — iRy 2 P8
— Negative goodwill on acquisition —— W g 2 B &
— Share of goodwill —FrihE e

SHARE OF PROFITS AND LOSSES AND
AMORTIZATION OF GOODWILL OF JOINTLY
CONTROLLED ENTITIES

Pk KR 4% ] A 7]

Share of profits and losses of

jointly controlled entities i A & g5 18
Amortization of goodwill B4 L B
on acquisition &

Sun Hung Kai & Co. Limited
MBEBRAT

9. FMEBMERTRIRBERNH
HEE AHE

Group

=
2004 2003
HK$’000/F #& 7t HK$’000/F A 7T

236,679 147,460
(30,021) (30,916)
59,281 40,806

(740) (742)
265,199 156,608

10. G HEZF Q2R BIRER
MBHEEE

Group

S
2004 2003
HK$’000/F #& 7t HK$’000/F A 7T
(3,405) 1
(219) -

(3,624) 1
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11. TAXATION

1. B\

2004
HK$’000/F % 7T

Group
-]
2003
HK$’000/F 7% 7T

Current tax B HR IR
- Hong Kong profits tax —BBNER 31,967 22,369
— Overseas taxation —FINRIE 3,099 418
35,066 22,787
Deferred tax EET IR
— Current year — RF (1,806) (10,049)
- Resulting from change —EXEH
in tax rate TR - (177)
(1,806) (10,226)
Share of associated companies Fr 4 B & 2 B
- Hong Kong profits tax —BBNER 3,638 1,704
— Overseas taxation —FINRIE 38,535 36,875
— Deferred taxation —IRERIE 52,528 6,724
94,701 45,303
127,961 57,864

BEBFIEH TR BAF E A5 ERB R
FIRHEE175% (ZTT=F:17.5%) I2
BER BIMNENZHRAUNRRBREER
e ERBE PR EELEE B R 2
WITHEFTHE

Hong Kong profits tax has been provided at the rate of 17.5%
(20083: 17.5%) on the estimated assessable profits for the
year. Taxation on overseas profits has been calculated on the
estimated assessable profits for the year at the rates of
taxation prevailing in the countries in which the Group

operates.
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11. TAXATION (Cont’d) 1. B8 (&)
The taxation of the Group’s profit before taxation differed from SEBABRBATNEF 2 RIEEEEHA
the theoretical amount that would arise using the taxation RARALTBR B EMARE 2 BRM
rate of the home country of the Company as follows: B EZRBBMAT:
Group
59
2004 2003
HK$000/F 3 7t HK$'000/F 7 7t
Profit before taxation (excluding BRBAEF (R EE
share of profits and losses of FrihEe g~ el &k
associated companies and HEAZEH AR 2
jointly controlled entities) A R EE) 251,664 143,146
Calculated at a taxation rate B EA7.5%
of 17.5% (2003: 17.5%) ZET=F:17.5%) i E 44,041 25,051
Under/(over) provision in prior years EFEEEE TR, (BE) 2,346 (594)
Tax effect on non-taxable income  EHRRMZWARTIE 2 & (19,945) (10,191)
Tax effect on non-deductible AT 2 2
expenses RBEzZZE 10,080 19,204
Benefit from unrecognized RIER TR
deductible temporary difference CEREBE® (41) (3,976)
Benefit from unrecognized tax loss FRERHRIEB 2 B5% (1,745) (14,197)
Adjustment to deferred tax resulting i Ref EE L 2
from change in tax rate i FIE 75 TE ) 2 = (77)
ltems/countries subject to TR E 2
different tax rate HE BER (1,476) (2,559)
33,260 12,561
Share of taxation of associated PG Bt &
companies ~aElZBIA 94,701 45,303

127,961 57,864
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12. DIVIDENDS 12. B E
Company
AAFE
2004 2003
HK$’000/F 7 7% HK$'000/F % 7
Interim dividend paid of 2 cents B R R B
per share (2003: 2 cents &R 27U
per share) (ZE2EZ=F :5RIER2E) 24,914 24,955
Proposed final dividend of 2 cents  #& & 7 21 i% &
per share (2003: 2 cents &R 27U
per share) —ET=F:ZRIR2EA) 24,914 24,914
Adjustment to 2002 final and —EEFREKRER
2003 interim dividends —ET-FPHBREZAE - (44)
Special dividend paid of 1 cent AR RIR BRI 1B
per share (2003: Nil) ) 12,457 -
Proposed special dividend R FF Rl AR 2
of 4 cents per share R 481
(20083: 4 cents per share) —EE=F BRIR4EM) 49,828 49,828
112,113 99,653

13. B RER
BRAEFZAHERANFERREEE
#1384,795,0008 L (Z T T = F:
241,914,000%7T) R AN FEE #HITE R
§%1,245,703,156/% (ZTZ=F: L@
P& N4 F 9 RX #01,293,241,1560% ) i &

o
Ea

13. EARNINGS PER SHARE
The calculation of earnings per share was based on the profit
attributable to shareholders of HK$384,795,000 (2003:
HK$241,914,000) and 1,245,703,156 ordinary shares in issue
during the year (2003: the weighted average number of
1,298,241,156 ordinary shares).

RELER AEBETHERN 2 EBR.
there were no dilutive potential ordinary shares as at year end WMAFELTESREFRN(ZEE=
(2003: Nil). Fom) e

No diluted earnings per share were presented for the year as
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14. INTANGIBLE ASSETS 14. B EE
Group
58
Trading Computer
rights software Total
x5’ EEE E

HK$'000/F# 7T HK$'000/F &L HK$'000/F % 7T

Cost REE
At 1 January 2004 —EENF—F—H 4,230 11,430 15,660
Additions e - 6,091 6,091
Disposals & - (120) (120)
At 31 December 2004 —EENFE+=-A=+-—H 4,230 17,401 21,631
Accumulated amortization REEY
At 1 January 2004 —ETZNF—F—H 1,233 3,742 4,975
Amortization for the year IR 5 846 3,060 3,906
Written back on disposals & R - (24) (24)
At 31 December 2004 —EENFE+-HA=+—H 2,079 6,778 8,857
Carrying amount —ZEENE

at 31 December 2004 +=-BA=+—HEREE 2,151 10,623 12,774

Carrying amount —ET
at 31 December 2003 +-—A=+—HEHE 2,997 7,688 10,685
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15. FIXED ASSETS

Cost or valuation

At 1 January 2004
Exchange adjustments
Additions

Revaluation

Disposals

At 31 December 2004

Accumulated depreciation
At 1 January 2004
Exchange adjustments
Charge for the year

Written back on disposals

At 31 December 2004

Net book value
at 31 December 2004

Net book value
at 31 December 2003

The analysis of cost or
valuation shown above is:

At professional
valuation — 1985
At professional
valuation — 2004
At cost

RESREE
—EENF—HA—H
[E 5 3 &

b

B

&

—EEME
t=A=+—-~H

2REFE
—EENF—HA—H
[E 5 3 &
AEEWE

i & ¥R 8

[T«
holy|
4

=
+ +-A8
—EEmE+=f

=t+-BEEFE

—EE=F+=A
—t+—HEEFE

A RESEHE
ST

HEME
—-—hAN\RF
HEME
——_FTMF
JR1E

15. Bl E&EE
Group
&=
Investment Other  Furniture and
properties properties equipment Total
REWE Hpz R RRE @at

HK$'000/F # 7T

HK$'000/F # 7T

HK$’000/F % 7T

HK$’000/F 7% 7T

36,900 99,743 95,785 232,428
- - (4) (4)
- - 11,215 11,215
6,100 - - 6,100
- - (2,499) (2,499)
43,000 99,743 104,497 247,240
- 6,697 64,027 70,724
- - ) 3)
- 1,600 14,655 16,255
- - (1,885) (1,885)
- 8,297 76,794 85,091
43,000 91,446 27,703 162,149
36,900 93,046 31,758 161,704
- 16,000 - 16,000
43,000 - - 43,000
- 83,743 104,497 188,240
43,000 90,743 104,497 247,240
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15. FIXED ASSETS (Cont’d)

(@)

The investment properties were valued on 31 December
2004 by Norton Appraisals Limited, an independent
professional valuer, on an open market basis. Particulars

of the investment properties at 31 December 2004 were:

Location Classification ~ Term of lease Interest

Houses C7 and C8, Residential 2047 100%
Hawaii Garden,

No. 18, Silver Cape Road,

Sai Kung, New Territories

Rooms 2803-2810, 28/F, Commercial 2902 100%

Wing On House,
No. 71, Des Voeux Road Gentral,

Hong Kong

In preparing these accounts, the Group has placed
reliance on paragraph 80 of SSAP 17 which provides
exemption from the need to make regular revaluations

for “Other Properties”.

An item of the revalued “Other Properties” amounting to
HK$16,000,000 was valued in 1985 by Jones Lang
Wootton, an independent professional valuer, on an open
market basis. The carrying amount of the “Other
Properties”, including the revalued property, would have
been HK$93,097,000 (2003: HK$94,728,000), had the
property been carried at cost less accumulated

depreciation.

Sun Hung Kai & Co. Limited
MBEBERAQA

15. B EEE (&)

(@)

REMEMRB Y FEEMHEMEHE
RAHBERAF R_ZETOF+
“A=t—BzoHAmEME &
BWMER_TTEWMF+_A=1+—
BZERIT:

b 3t R ENHE  EH

HRATER FE 2047
IR g 18%:

ERETE

CTRC8%E

100%

AEEEHES
TIHRXEZEEARE
28122803 — 2810%

#E 2902 100%

SEERBEUKEER BRES
ERFE175RFESOR B [H MY
EIFhEBER-

Esfz[EMmEIRE—EYE
{&{E3£ 16,000,000/ L' & A — B
UZEEGERBMETIR-A
NAEFZ AFRTE G WARE
R REHE AR B L
BEMEEZ HMYE]REEBER
93,097,000 T (ZEE = F -
94,728,000/ 7T ) °



Sun Hung Kai & Co. Limited
MBEBRAA

Notes to the Accounts

& B WAt

15. FIXED ASSETS (Cont’d) 15. R & E (&)
(c) The net book value of investment properties and other () WEMERHEMYEZEREFER
properties comprises: ¥
Group
%m
2004 2003
HK$'000/F 5% 7 HK$'000/F 5% 7
Long lease properties EEEZ
in Hong Kong RO ZE 109,201 108,679
Medium-term lease properties &6 2
in Hong Kong PEIFE R 23,000 18,800
Medium-term lease BN
property overseas FRERFE R Y % 2,245 2,467
134,446 129,946
(d) At 31 December 2004, the net book value of fixed assets d RZZETNF+ZA=1+—H 1
pledged as security for the Group’s long term bank loans AEERBIBITERIRITE K
and bank overdrafts amounted to HK$95,985,000 (2003: HWryrEBEEEERABFES
HK$95,271,000). 95,985,000 L (ZZEZE = & :

95,271,000/ 7T ) °

(e) At 31 December 2004, the net book value of leased ) RZZEZTWF+=—_A=+—8H"
assets under furniture and equipment amounted to @E@%ﬁA&ﬁﬁWZ%ﬂ%ﬁ%ZﬂE
HK$1,067,000 (2003: HK$1,580,000). % {E 51,067,000 (ZEE=

£ 11,580,000/ 7T) °

16. INVESTMENTS IN SUBSIDIARY COMPANIES 16. B A RKE
Company
AT
2004 2003
HK$’000/F & 7T HK$'000/F 3 &
Unlisted shares, at cost LMK RE 428,570 428,570
Add: amounts due from B AR
subsidiary companies S 1,663,891 1,913,521
2,092,461 2,342,091
Less: amounts due to subsidiary bR NG
companies BiR (273,685) (251,968)
1,818,776 2,090,123
Details of the principal subsidiary companies are shown in FEMBARERENHES6 -
note 36.
The amounts due to subsidiary companies were unsecured, o} FEREEER - 2B RERETE

ﬁw

B/
interest free and had no fixed term of repayment. ol g
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17. INVESTMENTS IN ASSOCIATED COMPANIES 17. BE QA TRE

Group
-3
2004 2003

HK$’000/T & 5t HK$’000/F &t HK$000/F T HKS$000/FET

Share of net assets other BREZE AN G 2
than goodwill (a) EEFE (a) 2,424,730 2,165,369
Share of goodwill Frifz 2 1,043 1,791
Unamortized goodwill L B B 2 R 8
on acquisition BES 84,849 116,554
Unamortized negative goodwill U B B 2 R 8
on acquisition ama (153,481) (201,744)
2,357,141 2,081,970
Less: provision for diminution B RE
in value R (21,892 (21,892)
2,335,249 2,060,078
Amounts due from a listed — EWEERA]
associated company X BR
- Loan note (d) —EREE (d) 78,000 78,000
— Promissory notes —AHEEE - 185,419
— Interest receivable — EYF B
and others K E A - 23,120
78,000 286,539
Amounts due from other H A Bt & A A
associated companies (e) KR (e) 83,519 78,117
Less: provision AR (18,726) (18,801)
142,793 345,855
Less: amounts due to Ve /N
associated companies BER (44,404) (32,168)
2,433,638 2,373,765
Less: current portion of B BB E AT
promissory notes and R—F R
amounts due from listed B H 2 A
associated companies EERKRE (210) (208,539)

2,433,428

2,165,226
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17. INVESTMENTS IN ASSOCIATED COMPANIES

(Cont’d)

Listed investments in Hong Kong, H&&&E LT
at cost KERE
Unlisted investments, at cost LMK ERE
Amounts due from a listed — T
associated company NI
- Loan note (d) —BEHEE (d)
- Promissory note —HEEE

— Interest receivable and others

Amounts due from other

— WA B R EA
H Al B 2 2 A

associated companies (e) KR (e)
Less: S
— Provision —HEHE
- Current portion of a promissory  —— FHEZ AR
note and amounts due from —FRNHEZ
a listed associated company R 2R M KR

Market value of listed investments

tHmEREmE

17. BEQATRE (18)

Company
ARQH
2004 2003
HK$’000/F % T HK$’000/F 7% 7T

1,388,611 1,295,432
3 3
1,388,614 1,295,435
78,000 78,000

- 40,419

- 2,054

75,554 75,522
1,542,168 1,491,430
(16,601) (16,601)

- (42,473)
1,525,567 1,432,356
772,879 607,032
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17. INVESTMENTS IN ASSOCIATED COMPANIES

(Cont’d)

(a)

Details of share of net assets other than goodwill are as

follows:

Listed Investments
in Hong Kong, at cost

Unlisted investments, at cost

Total investments, at cost
Share of goodwill
Goodwill on acquisition
Negative goodwill
on acquisition
Share of post-acquisition
reserves

Elimination of unrealized profit

Market value of listed

investments

Details of the principal associated companies are shown

in note 36.

During the year, dividends of HK$3,519,000 (2003:

EREELD
RERE
FLmERE

REREHER
Prif 2 m2&
Wiy 2 B
W B B 2
BEE
P4 U B8
‘fEm
85 R 5B A

tmiRE
miE

HK$6,503,000) and HK$2,063,000

HK$10,309,000) were received from unlisted and listed

associated companies respectively.

Sun Hung Kai & Co. Limited
MBEBERAQA

17. BEQATRE (18)

(@) BEBUSNFEZ GEFEZHE
U

Group
-]

2004 2003
HK$’000/F # 7t HK$’000/F # 7T
1,801,125 1,698,959
35,351 40,496
1,836,476 1,739,455
(9,942) (9,991)
(234,654) (236,714)
352,376 342,172
491,406 341,247
(10,932) (10,800)
2,424,730 2,165,369
1,109,200 950,062

(o) EEBZERFEHENHIFESS o

() RFEFEMIELMH & +
MEERARSZRE DA AE
3,519,000 T (Z B & = F:

s

6,503,000/ 7t) & 2,063,000;
—ET =4:10,309,000/& T ) °
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17. INVESTMENTS IN ASSOCIATED COMPANIES

(Cont’d)

(d) The loan note was issued by a listed associated company
on its repurchase of shares in August 2003. The loan
note bears interest at 2.5% per annum and is payable
annually. It matures and is due for repayment on 29
August 2008.

(e) Amounts due from other associated companies are
unsecured, interest free and repayable after 12 months
from the balance sheet date.

(f) Extracts of the consolidated operating results and
financial position of the Group’s significant associated
company, Tian An China Investments Company Limited
(“Tian An”), which are based on its audited consolidated
financial statements, are as follows:

Operating results of Tian An XZ Z K& % &

Turnover =
Depreciation, amortization and #7 &  # $4 &
impairment EBEHR
Profit before taxation B 7 B v
Profit attributable to RELZBRR
shareholders of Tian An FE A 5 F)

Financial position of Tian An R+ =A=+—H

17. BEQATRE (18)

()

ZEREBEH - LTBERRRN -
ZET=_F)\ARE QBN M %
T HERRBMEFHER25%2
ME BEBFXN IR _FTNF
NAZ+TNARBHERE-

HibBE AR REELT 28
FEARERERR-—FREE-

SEEEHRLERARNRLTERESR
RAR(TRZ]) REBEZEAR
MBHRER REEGEEERER
FHRRMT

as at 31 December R ZBBRR
Non-current assets IEREBEE
Current assets MEEE
Total assets BEE
Non-current liabilities EmBEE
Current liabilities nEBE
Total liabilities BEE
Minority interests DEIR R =
Shareholders’ funds BRES

Detailed notes are available in the published 2004 annual

report of Tian An.

2004 2003
HK$’000/F % T HK$’000/F 7% 7T
1,973,098 1,904,212
20,398 19,992
408,437 266,353
200,638 102,420
6,030,851 5,239,776
3,404,803 3,366,063
9,435,654 8,605,839
(1,525,596) (1,476,081)
(3,023,567) (2,749,075)
(4,549,163) (4,225,156)
(496,362) (433,139)
4,390,129 3,047,544

HAMETRAREREHRZ T

PO FEHp -
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18. INVESTMENTS IN JOINTLY CONTROLLED

ENTITIES

2004
HK$’000/F & T

18. HEEZFI Q2 AKRE

Group
=
2003
HK$’000/F A 7T

Share of net assets Frih B EFE 695 937
Unamortised goodwill on acquisition U 8 & > 7 #6 5 i & 506 -
1,201 937
Amount due from a jointly — FE A ¥ I
controlled entity * NAEREE 1,018 -
Provision for amount due — R EHIAF
from a jointly controlled entity KRR A (1,018) -
1,201 937
* The amount due from a jointly controlled entity was unsecured, * —HAZESAAXAEREEAR 2ERE

interest free and had no fixed term of repayment.

Particulars of the jointly controlled entities at 31 December

2004 are as follows:

Name

L

SHK Corporate Finance
(Shanghai) Limited
EEMBECEBRARAF

International Mezzanine Fund

Management Limited

RAERIT:

Country of incorporation
il it B

Principal activities
FTEEB

People’s Republic of China Corporate finance

H advisory
TEBEBRMA
Singapore Establishment and

N

management of funds
EeRUNRER

R-BEMF+=A=+— A LE R

Group
equity interest
EEFHER

33%

33%
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19. OTHER INVESTMENTS 19. Hfhig &
Group Company
£8 AAT
2004 2003 2004 2003

HK$’000/F &t HK$'000/F# 7T HK$000/F #E T HKS$ 000/F & T

Listed equity investments issued H %272

by corporate entities, EmiRERE:
at market value BRWE
— Listed in Hong Kong —EREELET 476,810 346,734 - -
— Listed outside Hong Kong —EBBNAIET 4,474 2,903 - -
481,284 349,637 - -
Unlisted equity investments, FELTRERE
at fair value * BAFEE" 303,494 227,401 - 14,599
Club debentures, exchange CHEE RS
participation rights and LHE TS5
statutory deposits and LEERNRZ
other deposits with Exchange EEERE R
and Clearing companies iz e 32,049 24,711 2,090 2,090
816,827 601,749 2,090 16,689
Add: amounts due from m:®wE QA
investee companies * RER * 94,935 101,271 - 5,400
Less: provision for amount due W —WE QT
from an investee company R BR A (2,161) (2,161) - -
909,601 700,859 2,090 22,089
Less: amount due to W —RE QA
an investee company HER (1,891) (1,796) - -
907,710 699,063 2,090 22,089
* Asum totalling HK$118,003,000 (2003: HK$115,437,000) is included Y OBRREREIFLELTREREIRIRERRAR
in “unlisted equity investments” and “amounts due from investee Bk | 2 — 48 %8 £ 118,003,000% 7T
companies” being the amount, (excluding interest which has been (2003 : 115,437,000 7T) (M EIEBEREF
expensed in prior years) which represents the carrying value of the EXHEZFE) ERERATEREZE
effective 12.5% interest in the completed project in Kuala Lumpur, T IE B (3R78 5 [ The Renaissance Kuala
Malaysia presently known as “The Renaissance Kuala Lumpur Hotel”, Lumpur Hotel]) BREIME 2 12.5% BB i
the circumstances surrounding which are further described in Note EEMEZZHEEONEBMNE4R34(0)#

4 and Note 34(c) to these accounts. —FHHAe
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19. OTHER INVESTMENTS (Cont’d) 19. Hfhig & (&)

The Board has decided that it is not presently appropriate to make
any provisions in respect of the litigation or for impairment of the
value of its interest in the total Kuala Lumpur hotels project pursuant
to the Judgment. This decision has been taken because it is
considered that the current circumstances of the nature and value
of the interests existing under the Judgment and the uncertainty of
our appeal against the Judgment (the “Appeal”), result in a situation
where it is not possible to decide with any degree of accuracy as to
what the final position may be. On the one hand if SHKS is
completely successful in its Appeal then it may be entitled to recovery
of monies already paid. On the other hand if it is not totally successful
or only partially successful then it may be possible that further
provision for impairment of the value of its final interests in the
Kuala Lumpur hotels project may be required. The extent of such
provision is not presently capable of determination as the holding
company of the hotel namely Great Union Properties Sdn. Bhd.
(“GUP”) has not provided a current valuation of the project and
SHKS has not had sufficient access to the detailed books and
records of GUP to reach a supportable view as to value.

The matter will be further reviewed after a decision in our current
Appeal has been handed down.

EFEERAERBTEERIORYE HFR
i $1 H B OB IR 18 B #E 2R B 1 AT B
18 o BRER UL R TE Th B PR & AR B R 18
mZEERMEEAREEHREL 2 LR
(ITEFF]) 2 T BABAE & AT AL B BURAE
WAEREER2ER—FHE MEFEE
AEHERZ EF TR HA eI E
FBEEfM&E: 35— FHHE M EF®RFK
BB KA EERSTRETEE
ArsEERE—SELRERE -BR
B JE 2 #2 % A 7] Great Union Properties
Sdn. Bhd. ([GUPJ) I ERHZHEE 238
LA M BEMH MREEFGUPEZ
AR AR RS ERE BEEEZA
BEREER BAULBARREBITHELZEE
HoRE-

BELREER®R AARAKBIER-
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20. NEGATIVE GOODWILL

Cost
At 1 January 2004
Adjustment to negative goodwill

on acquisition of subsidiaries

At 31 December 2004

Accumulated amortization
At 1 January 2004

Amortization for the year

At 31 December 2004

Carrying amount at 31 December 2004

Carrying amount at 31 December 2003

21. CASH AND BANK BALANCES

Cash and bank balances

Fixed deposits with banks

The Group maintains trust accounts with licensed banks to

Re RRITHET
R17E HITF X

20. B8
Group
£m
HK$’000/F 7% 7T
FE
—EENF—-—HF—H 30,270
FAEEANBRAABELAZEBE 15,700
—EZENFE+=-HA=+—H 45,970
E-¥i g ¥
—ETMFE-A—H 14,009
IR S 5 9,565
—EENE+=-B=+—H 23,574
—EENFE+-_A=+—HEREE 22,396
—EE=F+_-_A=+—HBEREE 16,261
1. BEeRBITEE
Group Company
=8 LN
2004 2003 2004 2003

HK$'000/F &t HK$'000/F %7 HK$000/F &t HKS$000/F# T

406,959 323,339 2,819 2,597
80,290 243,584 - -

487,249 566,923 2,819 2,597

SERFRBTRBEELALO BEE

hold clients’ deposits arising from normal business
transactions. At 31 December 2004, trust accounts not
otherwise dealt with in these accounts totalled
HK$2,178,901,000 (2003: HK$2,004,233,000).

HEEBHAEMBEEREPEAER R
—ETNME+_F=+—H KREEFE
B ¥ RBEZEEFHHL2,178,901,000
BT (ZEZE =% :2,004,233,000/%8

JT) e
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22. TRADE AND OTHER RECEIVABLES 22. BE R HAiEWER

Group
-3
2004 2003

HK$’000/T & 5t HK$’000/F &t HK$000/F#ET HK$000/FET

Trade receivables 5 e W AR
Accounts receivable JiE s 48 42 %
from brokers and clients BEE 619,909 969,396
Less: provision R (36,618) (34,143)
583,291 935,253
Secured margin loans B EFBR 1,643,409 1,592,610
Less: provision R (202,353) (195,385)
1,441,056 1,397,225
Secured term loans BEMEHER 234,262 440,964
Unsecured term loans I A B E R 5,864 5,864
Less: provision AR (58,816) (68,816)
181,310 378,012
2,205,657 2,710,490
Current portion of promissory T E R A
notes and amounts due 7 —F A3 H
from listed associated 2GR E
companies B R ER 210 208,539
Current portion of amount due — & QAR
from an investee company —FRNEH 2 RIE - 11,000
Interest receivable JiE Y F) B 3,239 3,160
Other accounts receivable, Hib e ik & e
deposits and prepayments rIENEA 80,060 75,700

2,289,166 3,008,889
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22. TRADE AND OTHER RECEIVABLES (Cont’d) 22, RREREMEWER (F)
Company
AT
2004 2003
HK$'000/F 3% 7 HK$’ 000/ 3% 7
Interest receivable JE W F1) B 668 900
Other accounts receivable, o pE U B
deposits and prepayments EeREBEMNER 3,131 5,205
Current portion of a promissory — Mg R A
note and amounts due from R—FANEE
a listed associated company A 2R KRR - 42,473
3,799 48,578
The ageing analysis of the trade receivables is as follows: KERWER CBREDITAT
Group
&5
2004 2003
HK$'000/F 5% 7t HK$'000/F % 7
Current B HA 2,199,925 2,706,280
30-60 days 30-60K 12,560 2,176
60-90 days 60-90K 383 340
Over 90 days 90K M £ 290,576 300,038
2,503,444 3,008,834
Less: provisions B EERR (297,787) (298,344)
2,205,657 2,710,490
There were listed securities, unlisted securities and properties SERBRBERPLTESF FLTEEFK
of clients held as collateral against secured margin loans and MERRBERESLS BRI L EERTEH
term loans. The market value of the listed securities as at 31 ERZEHRR- R_ZEEOMF+ A=
December 2004 was HK$6,420,945,000 (2003: +—H WHELTMEHFZTESE
HK$5,118,827,000). 6,420,945,000}% T (ZEE=ZF

5,118,827,000/ 7T) °
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23. TRADING ACCOUNT SECURITIES

Equity securities listed in EEE LT

Hong Kong, at market value IR A I mE

— Issued by corporate entities — B EET

— Issued by banks —HIRTETT

- Issued by public utility entities —HAEKEET
Equity securities listed outside EEBENIINETZ

Hong Kong, at market value IR A IR mE

— Issued by corporate entities — B EET

— Issued by bank —HIRTETT
Marketable debt securities EMEGEBES

— Issued by central government — B RBATEST
Others Efth

23. BHEKER

Group
-]

2004 2003
HK$’000/F & 7t HK$’000/F # 7T
23,152 10,567
13,133 12,596
32 26
36,317 23,189
3,740 4,243
59 -
3,799 4,243
7,741 7,747
406 384
48,263 35,563
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24. BANK LOANS AND OVERDRAFTS 24. |ITERRERX
Group
-]
2004 2003
HK$’000/F 3% 7% HKS000/F 3 7t
Bank overdrafts RITEX
- Secured (note 35) — B (K1sE35) 57,905 56,665
- Unsecured — EIK R - 48,828
57,905 105,493
Bank loans RITER
- Secured (note 35) — B (FI7E35) - 177,954
57,905 283,447
Current portion of long term —FAIHZEH
bank loans (note 30) R17 18 (Bt #E30) 6,040 5,911
63,945 289,358
25. TRADE AND OTHER PAYABLES 25 RER HMEAER
Group Company
£y | AR
2004 2003 2004 2003

HK$’000/F & 5t HK$'000/F BT HK$000/F#E T HKS$000/FE T

Accounts payable to brokers FERT R 42 2

and clients =P iR 867,135 1,226,384 - -
Other accounts payable HMEAER

and accruals e & R 205,749 341,547 4,421 22,827
Current portion of obligation —FRIHZHE

under a finance lease (note 30) HEE® (KM5E30) 76 890 - -

1,072,960 1,568,821 4,421 22,827
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25. TRADE AND OTHER PAYABLES (Cont’d)

The ageing analysis of the accounts payable to brokers and

clients is as follows:

Current
30-60 days
60-90 days
Over 90 days

26. SHARE CAPITAL

Authorized:
Balance as at 1 January and

31 December
Issued and fully paid:
Balance as at 1 January

Share repurchased and cancelled

Balance as at 31 December

Bl H
30-60K
60-90K
90K A £

EERA:
—-A-Ak
TZR=T-B&RE
BAIRBRRA:
—A-B&E
EERTHRS

TZA=T-B&R

25 fEE R H A Bk ()
ERERREFPERZRRATMT:

Group
|
2004 2003
HK$’000/F # 7t HK$’'000/F # 7T
852,009 1,202,228
3,640 3,382
3,037 1,519
8,449 19,255
867,135 1,226,384
26. IR &
Company
ARQH
No. of shares of HK$0.2 each Amount
REEBRMEE2E T &8
2004 2003 2004 2003

HK$’000/F & 5t HK$'000/F % 7T

15,000,000,000 15,000,000,000 3,000,000 3,000,000
1,245,703,156  1,504,203,465 249,141 300,845
- (258,520,309) - (51,704)
1,245,703,156  1,245,703,156 249,141 249,141
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27. CAPITAL AND OTHER RESERVES 27. EX R HEtbREES

Group Company
-4 AAT
2004 2003 2004 2003

HK$’000/F &t HK$'000/F# 7T HK$000/F #E T HKS$ 000/F & T

Special capital reserve arising HFAER O EE

from adjustment of nominal mE 4+ 245

value of shares* EXRfEE
Balance as at 1 January and —A—BREk+ZAH

31 December —t+—H&® 930,026 930,026 930,026 930,026
Share premium account BB ER
Balance as at 1 January and —A—Bk+=ZAH

31 December =+ —B&RF 1,124,703 1,124,703 1,123,263 1,123,263
Capital redemption reserve EXREE#E
Balance as at 1 January —HA—B&T 51,704 - 51,704 -
Transfer from profit and loss B4 (2 B A% 1) FeF 8

on shares repurchase BEmTEER = 51,704 = 51,704
Balance as at 31 December +TZA=+—H#&RF 51,704 51,704 51,704 51,704
Exchange reserve ELEE
Balance as at 1 January, —RB—B&7F

as previously reported RS BR (27,105) (26,107) = -
Prior year adjustment FFEERAE - 37 - -
As restated El (27,105) (26,070) - -
Translation of the accounts of N B AR

overseas subsidiaries, LN PN

associated companies and H A 1%

jointly controlled entities UNSIE 3= (45) (249) = -
Release on disposal of e B

an associated company NEIESEC Y - (270) - -
Associated companies RN 325 (516) - -
Jointly controlled entities HEZEH A A (1) - = -
Balance as at 31 December +ZA=+—HB#&%T (26,826) (27,105) - -
Balance carried forward EHET 2,079,607 2,079,328 2,104,993 2,104,993
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27. CAPITAL AND OTHER RESERVES (Cont’d) 27. EXR HMRES (F)

Group Company
S N
2004 2003 2004 2003

HK$’000/F #& T HK$'000/F# 7T HK$000/F #E T HKS$'000/F# T

Balance brought forward EeRA L 2,079,607 2,079,328 2,104,993 2,104,993
Investment property BEWE

revaluation reserve BEfffEE
Balance as at 1 January, —BA—B#&7F

as previously reported B AT R 139,275 90,798 - -
Prior year adjustment FFEERAR - 8,194 - -
As restated £ 139,275 98,992 - -
Release on disposal of & — B

an associated company NGRS YR (533) - - -
Associated companies Bt & 2 A) 12,416 40,283 = -
Balance as at 31 December +-_RA=+—H#&™= 151,158 139,275 = -
Investment revaluation reserve R&EE L #H
Balance as at 1 January —A—H&T® 71,956 (67,329) 13,347 18,747
Revaluation surplus/(deficit) of HMmEE R

other investments #E,/ CRE) 208,173 137,584 = (5,400)
Permanent impairment of other HMEE KA

investments transferred to BEHREE

profit and loss account E&RirERX 16,898 6,524 - -
Deferred tax EER IR (222) - - -
Release on disposal of & E A

other investments B B Al 6,648 2,162 (13,348) -
Release on disposal of & — B

an associated company NGILiSE 43 - - -
Associated companies iR/ 5,424 (6,985) - -
Balance as at 31 December +=—A=+—H#%T 308,920 71,956 (1) 13,347
Capital reserves EX#E
Balance as at 1 January —A—H&® 921 6,194 - -
Transfer from retained earnings R NC] R =

by associated companies RE T 2,827 858 - -
Release on disposal of &

an associated company NGIliSE e 4) (6,131) - -
Balance as at 31 December +-A=+—B&7T% 3,744 921 - -
Total balance +=-A=+—8H

as at 31 December fE e B 2,543,429 2,291,480 2,104,992 2,118,340
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27. CAPITAL AND OTHER RESERVES (Cont’d) 27. ﬁzmi HifgE < (K)

* The High Court of the Hong Kong Special Administrative Region BEERFINTHEEREREERR - ANANFL
sanctioned the reduction in nominal value of the Company’s shares A+mBHEERARBRMDEE ([H
on 14 July 1998 (“Reduction”). Accordingly, an amount equal to the Bl A RERSI B R EEER
credit arising from the Reduction was transferred to the special B & A fE o

capital reserve.

The special capital reserve will not be treated as realized profits. It WHRRIE AN FETRBIERDE TR G F -
shall be treated as an undistributable reserve for as long as there HRMBREIR B2 ERREEEBH K
remain outstanding any debts or claims which were in existence on RE RIZHFBEARBTIHSIRGEE
the date of the Reduction, provided that the amount of the reserve ZiFEB BB AIRBZEME SR AR
may be reduced by the amount of any future increase in the paid mEBERMm D

up share capital and the share premium account.

28. PROFIT AND LOSS ACCOUNT 28. B IR
Group Company
£8 AAT
2004 2003 2004 2003

HK$’000/F &t HK$'000/F# 7T HK$000/F #E T HKS$ 000/F & T

Balance as at 1 January, —RB—B&7F
as previously reported R BR 1,951,339 2,247,170 970,140 1,393,462
Prior year adjustments FFERHE
- Adoption of — Rt
new SSAP 12 R F 1255 - (141,912 - -
— Share of an associated — PTG — Bt &
company NE] - (5,905) - -
As restated E75 1,951,339 2,099,353 970,140 1,393,462
Profit/(loss) attributable to A% FE1G
shareholders mA L (E18) 384,795 241,914 8,335 (33,878)
Dividends paid R 8 (112,113)  (49,891)  (112,113)  (49,891)
Premium on shares repurchase EERDZRE - (284,639) - (284,639)
Transfer to capital redemption HEBEROERE
reserve on shares repurchase & 7N & [0 (% & - (51,704) - (51,704)
Shares repurchase expenses EERNEA - (2,836) - (3,210)
Transfer to capital reserve BENaERE
by associated companies BRfEE (2,827) (858) = -
Balance as at 31 December +-A=+—B8%&7%F 2,221,194 1,951,339 866,362 970,140
Representing: V=%
Retained profits RE 5 F 2,146,452 1,876,597 791,620 895,398
Proposed dividends ¥R I B 74,742 74,742 74,742 74,742

2,221,194 1,951,339 866,362 970,140
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28.

29.

PROFIT AND LOSS ACCOUNT (Cont’d)

s AR B R
Company and subsidiary companies 4~ 2 & K B & A 7

RN

HREZEH QA

Profit retained by:

Associated companies

Jointly controlled entities

Distributable reserves of the Company at 31 December 2004,

calculated under Section 79B of the Hong Kong Companies

Ordinance, amounted to HK$869,704,000 (20083:
HK$973,481,000).
LOAN NOTES
Balance as at 1 January —A—H&®F
Loan notes issued Th O] B8 A% (0 P % 1T

on shares repurchase ZEREE
Purchase and cancellation 8 O &2 7% 8

+-—A=+—H&®=E

Balance as at 31 December

The loan notes bear interest at 4% per annum and the principal

of the loan notes is due for repayment on 7 March 2008.

Sun Hung Kai & Co. Limited
MBEBERAQA

28. B= R (&)

Group
-]

2004 2003
HK$’000/F & 7t HK$’000/F 7% 7T
1,892,342 1,748,762
331,690 202,576
(2,838) 1
2,221,194 1,951,339

BIEB B RGO E 7B E - KA R]
RZZEEWNF+_A=+—AzA#HS
Kk 7% 1% /2 869,704,000 7 (ZZZ
4 :973,481,000/8 7T ) °

29.&5%24%
Group and Company
SEREXAT
2004 2003
HK$’000/F #& 7T HK$’000/F 7% 7T

231,637 -
- 255,234
(102,000) (23,597)
129,637 231,637

ERZBHABFNERI%ZHE ERR
BASENR_FTTN\F=ACHIHE
56510
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30. LONG TERM LIABILITIES

Secured bank loans (note 35)
Obligation under a finance lease
Other long term employee benefits

Advance from minority shareholder

Less: current portion
Secured bank loans
Obligation under

a finance lease

BEMRITER (M 7E35)
MEHEED
HiRHE TREF

KB LB RER

B —FREHZE D
BEHEMBITER
MEME

A%

At 31 December 2004, the secured bank loans were repayable

as follows:

Within one year

In the second year

In the third to fifth year
After the fifth year

—FNR

FF
E=FEFRF
EFENE

The secured bank loans are repayable by instalments up to

October 2009. Interest is charged on the outstanding balances

at Prime Rate minus 2% and Hong Kong Interbank Offer Rate

plus 1% per annum.

30. RHEHE
Group
-]

2004 2003

HK$’000/F & T HK$’000/F # 7T

30,307 36,213

76 966

876 4,832

1,022 -

32,281 42,011
(6,040) (5,911)
(76) (890)

26,165 35,210
RZZEEEF+_A=+—H BEHR
RITERZ BRBPAOT
Group
-]

2004 2003

HK$’000/F % T HK$’000/F 7 7T

6,040 5,911

6,172 6,039

18,095 18,924

- 5,339

30,307 36,213
EERRITEREZEANDHAEEE-ZFT
NETR-MERREREHRAZKER
FRZF2% R B BRITREHFEFHE

MA%ET & -
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30. LONG TERM LIABILITIES (Cont’d) 30. RHIAE (&)
At 31 December 2004, the finance lease liabilities were R-ZEZENF+_A=+—H8 ®m&EMR
repayable as follows: EGBZENRBPUOT:
Group
£
Finance lease liabilities Present value
REHERE H{E
2004 2003 2004 2003

HK$’000/F &t HK$'000/F# 7T HK$000/F #E T HKS$000/F & T

Within one year —F KX 76 916 76 890
In the second year g4 - 76 - 76
76 992 76 966
Interest element B B - (26)
Present value of finance RERE
lease liabilities BERE 76 966
31. DEFERRED TAXATION 31. EERIE
Group
&5
2004 2003
HK$000/F 3% 7t HK$'000/F 3 7
Net deferred tax (assets)/liabilites — A —H ZIELEFIAE
as at 1 January (BE) BaEFHE (5,997) 4,169
Exchange adjustments PE W 38 2 (13) (76)
Acquisition of a subsidiary BA—KBAR - 136
Transfer from profit and ERBEER
loss account (note 11) STER (MaE11) (1,806) (10,226)
Charge to equity PN &Y E 222 -
Net deferred tax assets as +=-—A=+—82

at 31 December FEEF IR & EF R (7,594) (5,997)
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31. DEFERRED TAXATION (Cont’d) 31 EEBIE (&)
The deferred tax assets and liabilities recognized in the balance REEBBRTPRERAZEEREBEERK
sheet are analyzed as follows: BESTWOT:
Group
£
2004 2003
HK$'000/F 5% 7 HK$'000/F 5% 7
Deferred tax liabilities BEEHIBAEE
- Accelerated depreciation —IRBIERE 3,027 3,271
— Unrealised profit — K 53R % A 1,274 1,393
- Undistributed earnings — KPR & F|
and others KEAM 1,061 1,708
5,362 6,372
Offset against deferred tax assets KR EE E (2,786) (2,516)
2,576 3,856
Group Company
- | EATF
2004 2003 2004 2003
HK$'000/F % 7% HK$'000/T 57t HK$'000/F BT HKS$'000/F %7t
Deferred tax assets BERIBEE
- Decelerated depreciation —HRRIBITE 286 353 - -
— General provision ——REH 7,777 5,431 2,612 1,430
- Revaluation of assets —EEEMH 601 391 - -
— Unused tax loss —RFABE 4,292 6,194 - -
12,956 12,369 2,612 1,430
Offset against deferred 1 SR A
tax liabilities BHEE (2,786) (2,516) - -

10,170 9,853 2,612 1,430
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31. DEFERRED TAXATION (Cont’d)

At the balance sheet date, the Group had unrecognized
deductible temporary difference of HK$6,023,000 (2003:
HK$5,809,000) and unrecognized tax
HK$353,526,000 (2003: HK$381,472,000) available to offset
against future profits. The tax losses have no expiry date
except for HK$17,068,000, HK$4,379,000 and HK$110,000
which will be expired on 2005, 2006 and 2007 respectively.

losses of

The temporary difference associated with undistributed
earnings of subsidiaries as at 31 December 2004 was

immaterial.

32. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT
Reconciliation of profit before taxation to cash
generated from/(used for) operations

Profit before taxation B 75 B v 7
Associated companies B & A )
- Share of profits and losses — s T R EiE
— Amortization of share — BTG

of goodwill EES

— Amortization of goodwill — 5 UK B B
on acquisition LR

— Amortization of negative — B U s R
goodwill on acquisition Zama

HEZS R F
— P A K 85 18

Jointly controlled entities
— Share of profits and losses

— Amortization of goodwill — 5 K B B
on acquisition LR
Amortization of negative goodwill  # §4 Uz iE
on acquisition of subsidiary {opE=NGIlE
companies ZBamE
Dividend income B WA
Interest income FLEMA

Loss arising from default of loan

agreement with Millennium Touch KRBT ERBEMELZ
Limited written back &5 18 # [l

Profit on disposal of a portion of HE—BD
a subsidiary BB A R) 2 F

Balance carried forward HEERE T

Millennium Touch Limited

31. EEMIE (&)

REER SEARBERATHREE K
7% 6,023,000 T (Z T T = F -
5,809,000/ 7T) + & AT K 85 K 2 F1 2
R HERF1E358,526,0008 L (ZEE
:381,472,00087T) -BRA RN =-FZ
FF217,068,0008 T ZEZERF 2
4,379,000 T - R ZEZT L F 2
110,000/ ST B HR 2 BB SN - H A B B 0
mEIHIA -

]

R-BEZMOF+-_A=+—H BB
RARDKBMNEAEZEEREYTE
KO

. ZERERERKE

BREBEAENEREREEE (F
R) 2BEHR

Group
=

2004 2003
HK$’000/F # T HK$’'000/F # 7T
513,239 299,755
(236,679) (147,460)
740 742
30,021 30,916
(59,281) (40,806)
3,405 (1)
219 -
(9,565) (3,829)
(73,636) (41,906)
(160,570) (162,494)
- (26,412)
(789) -
7,104 (91,495)
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32. NOTES TO THE CONSOLIDATED CASH FLOW R.EERERERMET (E)

STATEMENT (Cont’d)

Reconciliation of profit before taxation to cash

generated from/(used for) operations (Cont’d)

BR B A g A B2 2R B 48
R) cBREHEKR (H)

gELE S (F

Group
&5
2004 2003
HK$'000/F % 7t HK$'000/F % 7
Balance brought forward R b 7,104 (91,495)
Profit on disposal of an associated & — B &
company DA Z A = (1,146)
Profit on deemed disposal of A& — £ E
a jointly controlled entity RN A2 (942) -
(Profit)/loss on disposal of HEHEMEE
other investment 2z GER) /8 (2,483) 753
Provision for doubtful debts RO
written back gl (16,615) (42,036)
Revaluation deficit of investment REMESH
properties written back pERERE (6,100) (200)
Amortization of intangible assets BiEEREEE 3,906 3,578
Depreciation e 16,255 16,750
Interest expenses FMEXZH 17,677 13,015
Loss on disposal of a jointly & — HE
controlled entity NAElZERA - 5,549
Loss on deemed disposal of RELE — B &
an associated company NAEZEE 4,455 -
Loss on disposal of fixed assets HERBREEERSIA 559 420
Loss on disposal of e &R
intangible assets BEEEE 96 -
Net unrealized loss/(profit) BHLERIARNR
on trading securities EiE, CEF)) F58 2,109 (3,313)
Permanent impairment of HmigE
other investments KA EBEHIR 16,898 6,524
Provision for diminution in value of — B & A 7
an associated company PERER - 21,892
Provision for doubtful debts RERER 16,074 34,684
Provision for interest and legal BRAMEIHER
cost in respect of the litigation BRAERLA
with New World Development FAZFEBE R
Company Limited EERERRE - 58,364
Increase in lending over one year — — S HALA R FKIE AN (3,200) -
Decrease/(increase) in trade and K R E A
other receivables JE W BR Rk > (35 hn) 523,677 (832,711)
Increase in trading account BHEEE
securities AR N (14,634) (9,904)
(Decrease)/increase in trade and re R E b R BR
other payables CRL4) /& (482,320) 726,161
Decrease in other long term HEMEHET
employee benefits 18 F) ek > (3,956) (2,005)
Cash generated from/(used for) e EL/ (FTR)
operations ZHRE 78,560 (95,120)
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33. COMMITMENTS
(a) Capital commitments

Contracted but not
provided for
Authorized but not

contracted for

Sun Hung Kai & Co. Limited

HMBEBRAF

33. &IE
(a) BEAXREE
Group
&8
2004 2003
HK$’000/F & T HK$’000/F 7% 7T
EELBAREREH
EH A 28,688 2,520
B #EE K
EHE 2,209 16,205
30,897 18,725

(b) Commitments under operating leases
At 31 December 2004, the Group had future aggregate
minimum lease payments under non-cancellable operating

leases as follows:

HK$’000/F & 5t HK$’000/F &t HK$'000/F % T

—FER
F_FEEERF

Within one year

In the second to fifth year

(b) B4R
R-EEMF+_A=+-8 %
AR 5T B 84 B TR MO TR R
X2 BERE NI

2004 2003
Land and Land and
buildings Others buildings Others
EiE Hits B E H At

HK$’'000/F % 7T

19,577 578 24,5682 927
33,952 = 7,510 38
53,529 578 32,092 965

1717
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34. CONTINGENT LIABILITIES 34. ZAEE
(@) At 31 December 2004, the Company and the Group had (a) ARBREBR_ZEZWNF+_A
guarantees as follows: =T —BZREBELOT:
Group Company
=@ AAH
2004 2003 2004 2003

HK$’000/F & 5t HK$'000/F %7 HK$000/F %L HKS$000/FE T

Guarantees for banking BFIUAT AT Z

facilities granted to: HITEERE:

— subsidiary companies NG - - 58,000 308,000

— an investee company —— &N 7,000 6,989 7,000 6,989
Indemnities on banking HETFT—HEMR

guarantees made available — EEE #E ~

to a clearing house and RITIREE

regulatory body Fr{E 2 1R 5,540 4,540 - -
Indemnities on letter of credit ¥ —#R{TH—FF

issued by a bank for a B3RP

loan to a client EAMZ ER - 67,556 - -
Other guarantees H R E 3,184 913 1,400 -

15,724 79,998 66,400 314,989
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34. CONTINGENT LIABILITIES (Cont’d)

(o)

On 4 February 2004, Sun Tai Cheung Credits Limited
(*STCC”) and Sun Hung Kai Investment Services Limited
(“SHKIS”), both indirect wholly-owned subsidiaries of the
Company, were served with a writ including a statement
of claim (“200/2004”) by Shanghai Finance Holdings
Limited, claiming, inter alia, an order that the sale of the
shares in Shun Loong Holdings Limited (“Shun Loong
Shares”) by STCC as assignee to SHKIS (at a
consideration of HK$36,500,000 subject to additional
amounts in a total sum not exceeding HK$15,700,000
which might have been payable one year from the date
of completion under certain conditions) pursuant to a
sale and purchase agreement dated 25 June 2003 be
set aside, or alternatively, as against STCC, damages
and an account as to the money obtained by STCC in
respect of the Shun Loong Shares. The writ is being
vigorously defended. STCC and SHKIS were properly
advised at all times during the transaction and believe
that the claim is not soundly based. STCC and SHKIS
have applied to have the claim struck out. The
proceedings have now been stayed until further order of

the court.

While a provision has been made for legal costs, at this
stage the Directors are of the view that it is not
appropriate for any other provision to be made with

respect to this action.

Sun Hung Kai & Co. Limited
MBEBRAT

34. RREE (&)

(0)

RZ-ZZZWHF = A H ' Shanghai
Finance Holdings Limited [A] [& & 7%
RAEE2ENBART RERE
ERAB ([MREEE]) RFB
HERERBBERDA ([FBER
&) BHREBEE ([200/2004]) -
ER(EPBEE) BETRERE
(ERFBEREZXEAN) BIEA
HMR_ZTTE=FAZTHBZE
EHEAIEERE L EIEREE®
BRARRG (TNEEKG]) (1EE
36,500,000/ 7T * £ & T &4 #7 B
T BeERERAH—FEBINE
{1~ 3#815,700,0008 L 2 FKIA)
RERFRERBHTEREGEN
REBRHREREIERER G FT#E
BB - SEERNEELER
B-NEERERNBEREER
SHB—ERBERZHTE WA
EERRERBRTIR -FRERE
EFMBEREEHBIRILETRR
EB-EHRERFREIEENE B
BERBITRS AL

EREE AREERA/EMELF
MREBEBEBER HLFLRTEEEL
TR EMmEEE-



Sun Hung Kai & Co. Limited
MBEBRAA

Notes to the Accounts

& B WAt

34. CONTINGENT LIABILITIES (Cont’d)

(©

By the Judgment of Deputy High Court Judge To on 1
April 2004 in HCA 3191/1999 between NWDC and
Stapleton Development Limited against SHKS, a wholly-
owned subsidiary of the Company, SHKS was ordered
to pay NWDC the sum of HK$105,534,018.22 together
with interest on the principal sum of HK$80,117,652.72
at judgment rate from 16 December 1998 until payment,
pursuant to the terms of an oral agreement which His
Lordship found (the “Oral Agreement”). As at 17 June
2004, the date when the Judgment sum was paid, the
Judgment amounted to HK$150,115,681.54 (being
HK$105,534,018.22 plus interest of HK$44,581,663.32).
SHKS has paid the Judgment amounts. SHKS has filed
the Appeal against the Judgment both as to liability and
quantum to the Court of Appeal. The Appeal has been
set down for hearing commencing 7 June 2005. The
decision of the Court of Appeal is likely to be delivered

some months after the Appeal.

34. RREE (&)

(©

BESEEGREREZETOR_EZ
MEMA—BRHMtRAEREHR
Stapleton Development Limited[a) 2
RRAZEMBARIBELFIRD
CERFD(BFERREFA
1999F #£31915R ) fEH 2 Hok - %
B EGE HF W A2 M R R AT
#%5105,534,018.22/8 0 BRI A&
©%880,117,652.72%8 7t — L\
FHZ AT NBREMNFIAMIZES
EFE (RBEERE N OSE R
(IAsEmZE]) RETAZ G T8
ZHEB-R_ZETNFNA+tH
(MERHAELEER) %
EdFeEeXAESE &
%8 5 150,115,681.547% jr ( AP
105,534,018.22% T & [
44,581,663.32/& 70 2 F| B.) < #7118
EifFEmEFERBRARZER
R EREERRESERE L
FoLRRAMEERENR_TZT A
FRALHBRERMA-TBHLFERE
R FF 12 BUIE A 18 1E H R
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34. CONTINGENT LIABILITIES (Cont’d) 34. RARBEE (E)
Since the handing down of the Judgment, NWDC has BEMERAR  Fit RERE L
written to SHKS demanding payment of 3 further amounts EMBRFBELFEIIIN =2
for what it asserts as pro-rata shareholders’ contributions NIE BREAMEARAERRENG
advanced by NWDC on behalf of SHKS (the “New R HBIRF 2 B EAAR ([H
Claims”): RE])
1. on 1 March 2000 in the sum of HK$27,234,753.52; 1. RZEZEZF=R—RH&NMNZ

2. on 2 January 2001 in the sum of HK$7,697,418.42 2. RZZEZT—F—A=8 8fF

(The Group understands that a further writ was (EENBFHRERN_-Z
issued by NWDC in April 2004, naming SHKS as ZFEM A M BELS (F
defendant, and claiming the aforesaid two amounts AEE)BHS —REBE
as well as interest thereon from March 2000 and ([Z—REEFE]) ERRE
January 2001 respectively (the “Further Writ”). The LA MERE UERSFIHEZ
Further Writ has not been served on SHKS); and TEEF=-RAR=ZFE—F—

REMPR2BBRFE U
—REBRYRKESHBE

AEFE) K&

8. on 1 June 2004 in the sum of HK$2,565,839.47 in 3. RZETWFRA—HB BK
respect of a bank loan by GUP. (A provision has B GUPZ R 1T E X X
been made with respect to this claim in the accounts 2,565,830.478 L (EFMZR
of SHKS). BRIEELS < RE EHE

)
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34. CONTINGENT LIABILITIES (Cont’d) 4. FAREE (&)

The outcome of the Appeal as well as other issues will
be relevant to the determination of whether SHKS is liable
to pay the New Claims which NWDC asserts are due
under the Oral Agreement. Accordingly, the Directors take
the view that the New Claims are a contingent liability,
and that while a provision has been made for legal costs,
it is considered that it is not presently appropriate for
any other provision to be made with respect to the Appeal
or the Further Writ. However, the Directors in Note 19 to
the accounts have provided an analysis as to the possible
financial implications for the Company depending on the

ultimate outcome of the Appeal.

35. ASSETS PLEDGED TO THIRD PARTIES

At 31 December 2004, listed investments belonging to the
Group and margin clients with a total market value of
HK$1,074,406,000 (2003: HK$792,489,000) were pledged to
banks and financial institutions. Banking facilities of
HK$1,735,000,000 (2003: HK$1,865,000,000) were available
to the Group. The Group also had leasehold properties with a
total book value of HK$95,985,000 (2003: HK$95,271,000)
pledged to banks as security for instalment loans and overdraft
facilities of HK$37,300,000 (2003:HK$44,000,000). The total
of the outstanding balance of the instalment loan and the
draw down of the overdraft facilities at 31 December 2004
were HK$67,356,000 (2003: HK$72,718,000).

ERERARE M EIBA G EEH
BEILESFERBAXNIRE M
SRR BRI IR IE O SR
FXM At 2FEERBHRE
DHEARBE TERARBERHF
MEFELEE QAR RATTE
HRLHFAZS —REERFELER
Big-Am RREFCRERAME
197 ¥ E AR ARG R OIBRATRER £
ZHBEEEL DM

BEFTFE=ZFZEE

R-ZEZNF+_A=+—H BR&E
BREAMREFPZ LTBELFBERT
RITERMBEHRE HBEETES
1,074,406,0008 T (Z T T = F :
792,489,000 T) - K EAI B A EE
% 41,735,000,0008 L (Z T T = F:
1,865,000,000/8 7T) - kB M AR E4AE
95,985,000/ 7t ( — E & = & :
95,271,000 7T) 2 B R EL TR
T ERETEESHENRREXEE
37,300,000/ 7t (2003 : 44,000,0007%
) ZEB-R =TT F+=_A=+—
B HAEESHERRIENZEXE
B 4A%8 567,356,000 L (T T =4
72,718,000/ ) °
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED

COMPANIES

The principal subsidiary and associated companies as at 31

December 2004 were as follows:

Principal
subsidiary companies
TEMBAR

Bali International Finance Limited

BEMNYHERAT

Bali Securities Co. Limited

BENEFARAT

Best Decision Investments Limited

Best Delta International Limited

Boneast Assets Limited

Cheeroll Limited

Constable Development S.A.

Cowslip Company Limited

Gloria (Nominees) Limited

Gloxin Limited

Country of
incorporation
and operation
ERNE S
REmE

Hong Kong

BE

Hong Kong

BE

British Virgin Islands
RBRAHE

British Virgin Islands
RBRA#EE

British Virgin Islands
RBRA#EE

Hong Kong
0

Panama
BE25

Hong Kong
0

Hong Kong
£

Hong Kong
£

Issued and paid up
share capital

BRIOTRBERE

137,500,000 HK$1 shares
137,500,000/% & I% 178 7T

7,000,000 HK$1 shares
7,000,000/ B B 178 7T

50,000 US$1 share
50,0000 BB 135 7T

1 US$1 share
1 ERIET

1 US$1 share
1 ERIET

2 HK$1 shares
RERIET

5 US$1 shares
SIERIET

2 HK$1 shares
RERIET

2 HK$100 shares
2B R 1007 T

2 HK$1 shares
RERIET

36. TEMBEAREKE QT

RZZEZENF+ _A=+—HFTEWB

Group
equity
interest
£8 Principal activities
FEER TEXER
100% Financial service and
investment holding
SRREREREE
100% Securities dealer
BHERHE
65% Investment holding
ERRE
100% Investment holding
ERRE
100%" Investment holding
ERRE
100% Share trading
BHEE
100% Investment holding
ERRE
100% Investment holding
BREE
100% Investment holding
BREE
100% Investment holding

EREE
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 36. TEMBEATHEEE QT (HF)

COMPANIES (Cont’d)

Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ENE share capital &5 Principal activities
TEMBAR R B BITRBRRA BEER FTEER
Grand Securities Company Limited  Hong Kong 20,000,000 HK$1 shares 100% Securities broking
AEEFERDA N 20,000,000 & & 17 7T BHRERE
Hilarious (Nominees) Limited Hong Kong 100 HK$100 shares 100% Investment holding
BB 1008% & 2 1007 7T ERRE
[-Market Limited British Virgin Islands 1 US$1 share 100%* Investment holding
EEBEAES 1RER1ET ERRE
[tso Limited Hong Kong 2 HK$1 shares 100% Share trading
N 2R BRAET EHEE
Lexshan Nominees Limited Hong Kong 2 HK$1 shares 100% Nominee service
FELUREAFRL A N 2BERIET RIEARE
Macdonnell (Nominees) Limited Hong Kong 100 HK$100 shares 100% Investment holding
N 1008% & 2 1007 7T ERRE
Oakfame Investment Limited Hong Kong 2 HK$1 shares 100% Investment holding
BEREBERADA B 2RERIE T ERRE
Pioneer Score Development Limited Hong Kong 2 HK$1 shares 100% Investment holding
FEBERBRAA N kBRI ERRE
Plentiwind Limited Hong Kong 2 HK$1 shares 100% Futures trading
N 2R BRAET HEEE
Quick Art Limited Hong Kong 3,540,000 HK$1 shares 100% Share trading and
B 3,540,0008 & & 178 T property investment
BFEERDERE
Ranbridge Finance Limited Hong Kong 20,000,000 HK$1 shares 100%* Money lending
ERUBERLA Bk 20,000,000/ & B 17 T fE&
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED

COMPANIES (Cont’d)

Principal
subsidiary companies
FEMB AR

Ranbridge, Inc.

Scienter Investments Limited

Shipshape Investments Limited

SHK Consultancy Services Limited

SHK Financial Data Limited
MBEMLAERBRAR

SHK Fund Management Limited
MBEEREERERAT

SHK Global Managers Limited

SHK Investment Services Limited

SHK Online (Securities) Limited
MBENS (Ex) BRAF

Country of
incorporation
and operation
ERSES S
K

The Philippines
FRE

Hong Kong
9

British Virgin Islands
RBRA#EE

Hong Kong

BE

Hong Kong
BB

Hong Kong
&g

British Virgin Islands
RERRHE

Hong Kong
BB

Hong Kong
BB

Issued and paid up
share capital
BITRBRRA

5,385,000 Peso 1 shares
5,385,000 FR1E &

2 HK$10 shares
2B EFRI0E T

1 US$1 share
1 ERIET

2 HK$1 shares

2B T

100 HK$1 shares
100 &M 178 T

5,000,000 HK$1 shares
5,000,0000% A% 178 T

5,000 US$1 shares
5,000 B 1E T

100,000 HK$10 shares
100,000/% & i 107 7T

3,000,000 HK$10 shares
3,000,0008% 107 T

Group
equity
interest
&=
BEES

100%

100%

100%*

100%

51%

100%

100%

100%

100%

6. TEMBLAFEBE QAT (&)

Principal activities

EREK

Money lending
g

Share trading

Investment holding

EREE

Provision of

consultancy service

BRI RS

Provision of financial
information service

MR E AR

Funds management and
securities business
development

EeEERBEFRBHER

Funds management

EeERE

Property holding
MERE

Online securities broking
and margin financing

BLEESFBLEREFBR
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED

COMPANIES (Cont’d)

Principal
subsidiary companies
FEMB AT

SHK Online Limited
FBENBERAR

SHK Pearl River Delta Investment

Company Limited
FBEERI=ANEREERAA

Splendid Gain Limited

Shun Loong Bullion Limited
B & X ER DA

Shun Loong Capital Limited
IEEREER DA

Shun Loong Finance Limited

JBEE B 75 A R 22 7

Shun Loong Forex Company Limited
IEFE SME B BR 2 A

Shun Loong Futures Limited
IEE B EBRAA

Shun Loong Holdings Limited
IR S EAER LA

Country of
incorporation
and operation
EUES S
KeEmE

Hong Kong
0

Hong Kong
&

Hong Kong
B

Hong Kong
B

Hong Kong
EE

Hong Kong
ik

Hong Kong
B

Hong Kong
N

Hong Kong
B

Issued and paid up
share capital
BITRBRRA

2,000,000 HK$10 shares
2,000,000/ &M% 107 T

2 HK$1 fully paid shares
99,999,998 HK$1 shares
paid up to HK$0.75 each

2B REBIBT
99,999,998 & Bk 17 7T
(BR&RZE0T5%T)

2 HK$1 shares
2B ERIET

6,000,000 HK$1 shares
6,000,000/ & fx 178 7T

65,000 HK$100 shares
65,0008% & % 1007 7T

1,000,000 HK$1 shares
1,000,0008% & % 178 7T

3,200 HK$10,000 shares
3,2000% & % 10,0007 7T

150,000 HK$100 shares
150,000% & i 1007 T

200,000,000 HK$1 shares
200,000,0008% & % 17& 7T

Group
equity

interest

£H

BEESE

100%

100%

100%

100%

100%

100%

100%

100%

100%

36. TEMBLATEBE QT (&)

Principal activities

ETEEK

Online financial services

BLeRR%

Investment holding

BERRE

Investment holding
ERRE

Bullion dealing

Investment holding
ERRE

Money lending
fEE

Leveraged foreign
exchange dealing and
broking

BRIEEERELR

Futures and option
broking
HERBEgs

Investment holding
ERIRE
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 36. TEME AT HEEZ AT (&)
COMPANIES (Cont’d)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies EYEF share capital &5 Principal activities
TEMBEAR R B BITRBRRA BEES FEXEK
Shun Loong Nominees Limited Hong Kong 10,000 HK$10 shares 100% Provision of nominee
g KR AB R DA BE 10,0008 & IR 103 7T and secretarial
services
REARMERS
Shun Loong On-line Investment Hong Kong 25,000,000 HK$1 shares 100% Computer and
Services (H.K.) Limited e 25,000,000/ & iz 178 7T marketing advisory
JEfE48 LR ERE (BH) BRAR services and
securities trading
B REEEARBH
Shun Loong Securities Hong Kong 50,000,000 HK$1 shares 100% Securities broking and
Company Limited BE 50,000,0000% & % 17 7T share margin financing
IEREE TR DA BHRERBFHRK
SL Meridian Holdings Limited British Virgin Islands 10,000 HK$100 shares 100% Investment holding
RBEREZHS 10,0008% & #1007 7T BIRIRE
Sun Hing Bullion Company Limited  Hong Kong 5,000,000 HK$1 shares 100% Bullion trading
HEGEERLA N 5,000,000/ & iz 17 7T B EE
Sun Hung Kai (Nominees) Limited ~ Hong Kong 2 HK$100 shares 100% Nominee service
FBEE (REBA)BRAA N 2 B 100/ 7T RIBART
Sun Hung Kai Bullion Hong Kong 30,000,000 HK$1 shares 100% Bullion trading
Company Limited B 30,000,0000% & % 178 7T B2 EE
HEEEEBRAA
Sun Hung Kai Commodities Limited Hong Kong 80,000,600 HK$1 shares 100% Commaodities broking

MEEHEARAF BE 80,000,600/ B B 17E T AmARERL



Sun Hung Kai & Co. Limited
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED
COMPANIES (Cont’d)

36. TEMBLAREBERT (F)

Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ENE share capital &5 Principal activities
TEMBAR R B BITRBRRA BEER FTEER
Sun Hung Kai Forex Limited Hong Kong 150,000,000 HK$1 shares 100% Foreign exchange
FEEIMNEBRADA N 150,000,0008% 8 B 178 7t trading
NEEE
Sun Hung Kai Insurance Hong Kong 1,000,000 HK$1 shares 100% Insurance broking
Consultants Limited B 1,000,0000% &% 178 7T Rigaea
HEERRERBRLA
Sun Hung Kai International Bank Brunei Darussalam 10,000,000 SGD1 shares 100% International banking
[Brunei] Limited T 10,000,000/ & B 157 M0 4 7T business
RBRTEL
Sun Hung Kai International Limited  Hong Kong 100,000 HK$100 shares 100% Corporate finance
HEEBRAERDA Bk 100,000/% & fix 10078 7T service
CERERYK
Sun Hung Kai International Hong Kong 50,000 HK$100 shares 100% Commodities dealer
Commodities Limited BB 50,000k & fi% 10078 7T AmRHHE
Sun Hung Kai International British Virgin Islands 50,000 US$1 shares 100%* Investment holding
Investment Management Limited HEBRZHS 50,000 1% T BRRE
Sun Hung Kai Investment Services  Macau Fully paid capital 100% Financial service
(Macau) Limited R MOP 1,000,000 SRR
@ /2 B2 71,000,000 P9 7t
Sun Hung Kai Investment Hong Kong 2,900,000 HK$100 shares 100% Share broking and
Services Limited 5E 2,900,000(% & & 1005 7T margin financing

MBEERBRBARRA
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 36. TEME AT EEL AT (&)
COMPANIES (Cont’d)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies EiET ] share capital &5 Principal activities
TEMBAA R B BITRBERE BEER FEEK
Sun Hung Kai Online Limited British Virgin Islands 1 US$1 share 100% Online service
HEEXES 1RERIET BLER®
Sun Hung Kai Research Limited Hong Kong 10,000 HK$10 shares 100% Securities research
FBREERMEERAF BE 10,000/ & IR 107 7T service
BHBERFRRHG
Sun Hung Kai Securities Bermuda 12,000 US$1 shares 100% Investment holding
(Bermuda) Limited BRE 12,0000k F 1= T and management
service
TREEREBRY
Sun Hung Kai Securities Hong Kong 60,000 HK$1 shares 100% Investment holding
(Overseas) Limited BE 60,0008% & f% 17 7T BRIEE
FREES (BN BRAR
Sun Hung Kai Securities (Phil.), Inc.  The Philippines 273,600,000 Peso 1 shares  100% Investment holding
FEE 273,600,000/ & 14 = BiREE
Sun Hung Kai Securities Hong Kong 3,000,000 HK$1 shares 100% Provision of trustee
(Trustees) Limited BB 3,000,000/% & f% 178 7T service
MBREES (7)) BRAA FEE IR
Sun Hung Kai Securities Capital Hong Kong 1,000 HK$1 shares 100% Investment holding
Markets Limited B 1,0008% &A% 178 7T BRRE
MEEEFEATHERAA
Sun Hung Kai Securities Limited Hong Kong 249,797,178 HK$0.5 shares  100%* Investment holding
MEEIFBERAA A& 249,797,178/ F % 0.57% 1T ERRE
Sun Hung Kai Venture Hong Kong 2 HK$1 shares 100% Investment holding

Capital Limited &5 2B BB T ERIEE
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 36. TEMBEATHEEE QT (HF)

COMPANIES (Cont’d)

Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies ENE share capital &5 Principal activities
TEMBAR R B BITRBRRA BEER FTEER
Sun Hung Kai Wealth Hong Kong 5,000,000 HK$1 shares 100% Investment advisory,
Management Limited B 5,000,000k & R 174 T financial planning
MBEEHENERAR and wealth
management
REBEH BBRER
BEER
Sun Tai Cheung Credits Limited Hong Kong 15,000,000 HK$10 shares 100% Share margin financing
HREREARRDA N 15,000,000l G M 108 7T BHHR
Sun Tai Cheung Finance Hong Kong 25,000,000 HK$1 shares 100% Financial service
Company Limited b 25,000,000/ &M 1748 7T SRR
HREMBAERLDA
Swan Islands Limited British Virgin Islands 1 US$1 share 100%* Investment holding
EBEXES 1RER1ET BRRE
Tailwind Consultants Limited British Virgin Islands 1 US$1 share 100%* Investment holding
EBEXES 1RER1ET BRRE
Texgulf Limited Hong Kong 2 HK$10 shares 100% Property investment
i 2 BHR10E T MERE
To Wan Development Hong Kong 1,000 HK$10 shares 100% Investment holding
Company Limited 5E 1,000 & % 1078 7T BEREE
HEERERLA
Tung Wo Investment Hong Kong 100 HK$100 shares 100% Investment holding
Company, Limited BB 1008k & fix 1007 7T ERIZE

RMEEBRRAA
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 6. TEMBLARHEBE QT (&)
COMPANIES (Cont’d)
Country of Group
incorporation equity
Principal and operation Issued and paid up interest
subsidiary companies EYEF share capital &5 Principal activities
TEMBEAR R B BITRBRRA BEES FEXEK
Upper Selection British Virgin Islands 1 US$1 share 100%" Investment holding
Investments Limited EBEEUEE 1RERIZET BREE
Upstand Assets Limited British Virgin Islands 1 US$1 share 100%" Investment holding
EEENES 1RER X1 ERRE
Wah Cheong Development Hong Kong 25,100,000 HK$1 shares 100%* Investment holding
Company, Limited s 25,100,0000% &% 178 7T BRIZE
EEREBERALA
Wah Cheong Development British Virgin Islands 2,675,400 US$1 shares 100%* Investment holding
(B.V.I) Limited RERAHE 2,675,400 B 1E T ERRE
Wineur Secretaries Limited Hong Kong 2 HK$1 shares 100% Secretarial service
BERUREERAT BH RERIET WER®
Yee Li Ko Investment Limited Hong Kong 300,000 HK$10 shares 100% Property investment
BASREARLA N 300,000/ & B 107 7T NERE
Zeal Goal International Limited British Virgin Islands 1 US$1 share 100% Investment holding
RERUES RERIET ERRE

* These subsidiary companies are directly held by the Company. * LHERBARBRARGEERA
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED 36. TEMBEATHEEE QT (HF)

COMPANIES (Cont’d)

Country of Equity interest held by
Principal incorporation Group Company
associated companies and operation BERED Principal activities
TEBRELNT BRI EL T £8 | TEXH
Chronicle Gain Limited Hong Kong 45% - Property holding
EHER A A ik MERE
Drinkwater Investment Limited Hong Kong 22% - Property holding
BHEXERADA 0 MERE
Eurasia Mattress & Furniture People’s Republic of China 25% - Manufacture of
Co. Ltd. H mattresses and
BMEARERAEFRAA bedsteads
R 8 R R B
Omicron International Limited British Virgin Islands 44% 38% Investment holding
EBELES BRRE
Quality HealthCare Asia Limited * Bermuda 29.71% - Investment holding
ERIMNERDA BRE BRRE
Real Estate Investments Hong Kong 40% - Property development
(N.T.) Limited B MERRE
Silver York Development Limited Hong Kong 40% - Property development
KEZRERLDA B MEER
Start Hold Limited Hong Kong 33% - Investment holding
FERARAR B BRRE
Tian An China Investments Hong Kong 49% 41% Investment holding
Company Limited *# B ERIRE
REPEREFERAA *
Tianjin Eurasia Mattress & People’s Republic of China 25% - Manufacture of
Furniture Co. Ltd. H mattresses and
REBRTRZREBR DA bedsteads
R 8 J R AR B3
Yu Ming Investments Limited # Hong Kong 22% 6% Investment holding
BHREARRDA N BRRE

EBEATABELT AR EFAE

# These associated companies are listed in Hong Kong and further
details about these associated companies are available in their BARRLEERARMEMZEZER -

published audited accounts.
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36. PRINCIPAL SUBSIDIARY AND ASSOCIATED

COMPANIES (Cont’d)

The above tables list the subsidiary and associated companies
of the Company which, in the opinion of the directors,
principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To give
details of other subsidiary and associated companies would,
in the opinion of the directors, result in particulars of excessive

length.

SHKIS, a wholly-owned subsidiary of the Group, holds 80%
equity interest in Tian An (Shenzhen) Investment Company
Limited (“TAS”). TAS is not classified as a subsidiary of the
Group under SSAP32 as SHKIS does not intend to control
TAS which is defined as “the power to govern the financial
and operating policies of an enterprise so as to obtain benefits
from its activities”. The Group reached agreement on 9 March
2005 to sell its interest in TAS following the Hong Kong High
Courts dismissal on 28 February 2005 of the claim by
Shenzhen Building Materials Group Co. Limited against SHKIS.

36.

TEMBLAFREBE QT (K)

A REFTRARYAFEREZERA
EAVE ABREEFEEZTRHD
ZRAB-EBERR/IEEMHE AR R
RERRZHBEESERBR TR

W EFRI 2 AR RN B A R RS A

EE—2EWMBRRMBERERAR
z CRYID) BEBARRA (KRR )
80% M ot R 1B & 5T A F 325k R &R
NETDBREEZHME QR B E
EREESENRZRI ZFHREE
RIXE-—EEUWHRBERK 2L
NI B RE) R RNz - REFTESE
ERRZETRF AT NABREEER
NHEMEBBRARMBAIBERE Z
RER SEER-_TTRAF=ANH
ER S HERRLORIN 2 -
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37. RELATED PARTY TRANSACTIONS 7. EBEALTZXR S
During the year, the Group had the following material RAFEAN SEHEG@EEALTBEUT
transactions with related parties: ZERRS:
Group
%m
2004 2003
Note M & HK$'000/F 5% 7 HK$'000/F 3% 7T
Dividends received from O3t ¢N
a subsidiary of the ultimate il 01N
holding company B 2 Bz B 7,270 22,880
Disposal of Group’s interest in HE—
a jointly controlled entity together &I X7 2 #3 R
with the assignments of BERETZAAR
advances to that company and ENBRRZ
its subsidiary to an indirect EXRTHREER
subsidiary of the ultimate NElz —ME
holding company (oyEENE] - 87,500
Interest income from f—EmBERAMEL
a listed associated company i B 7,079 13,647
Insurance premium received HHREERAF
from the ultimate holding REWB AR
company and its subsidiaries WE 2z Rg & 3,820 4,448
Insurance premium received fEmEEna
from listed associated companies  WEZ Rk & 4,543 2,917
Loan note bearing interest of 2.5% E/{— tHBENEME
per annum issued by a listed RZZEZE=5N\A
associated company on its EERHRETL
repurchase of shares in B 5 2.5%F | =R
August 2003 BEREE - 78,000
Promissory note received from ft—Emigegna
a listed associated company WE 2 &ERE
for its repayment of the EREEEAREERZ
outstanding principal and XEEAS
interest of its promissory note R FE (a) 87,000 40,419
Proceeds on disposal of an HE-—REQA
investment to a listed T LM g A
associated company ZWA (b) 28,000 -
Rent, property management and ft—Emigegna
air-conditioning fees received sz
from a listed associated company ¥ EEREAER - 937
Service fee received from a listed #—ETHLRAAMEZ
associated company REE R 1,137 432
Service fee paid to a subsidiary e T HREERDA
company of the ultimate il 01N
holding company REE R - 5,000
Share of administrative expenses  ERAER D E 2 —
with a subsidiary company of O =NGIE]

the ultimate holding company TRERER 2,200 -
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Sun Hung Kai & Co. Limited
MBEBERAQA

37. RELATED PARTY TRANSACTIONS (Cont’d)

At 31 December 2004, the Group had the following material

balances with related parties:

Amounts due from/(to) A =l/NG]
associated companies xR/ (BE)
Amounts due from a listed — e

associated company NSV

~ Loan note -BEREE

- Promissory notes - HR#HEE

— Interest receivable and others — WA B REAM
Amounts due from other Hiheg

associated companies NS
Amounts due to other H B

associated companies NEIER

Dividend receivable from REERARZ
a subsidiary of the ultimate —WBARMRZ
holding company JE AR 2

(a)

On 28 January 2004, a listed associated company paid cash of
HK$115,647,000 and issued a new promissory note of
HK$87,000,000 to settle the principal of the promissory notes and
outstanding interest owed to the Group. The new promissory note
bore an interest at 5% per annum and was payable on a semi-
annual basis. It would mature and was due for repayment on 30
December 2004. On 6 December 2004, the new promissory note
was settled by the listed associated company.

On 19 May 2004, a wholly-owned subsidiary of the Company, as
vendor entered into an agreement with a wholly-owned subsidiary
of a listed associated company in respect of the disposal of the
vendor’s 17.29% equity interest in CBI Investment Limited at a
consideration of HK$28 million. Under the agreement, the
consideration was settled by HK$3 million cash and a HK$25 million
promissory note issued by the listed associated company. The
agreement was completed on 5 August 2004 and resulted in a loss
of HK$715,000. The promissory note was repaid on 6 December
2004.

7. EBEALZR S (@)

R_ZEENFE+_RA=+—HB &E®&
BREALTBUT ZERGEH:

Group
=
2004 2003
HK$’000/F & 7t HK$’000/F % 7T
78,000 78,000
-~ 185,419
- 23,120
83,519 78,117
(44,404) (32,168)
- 11,000

R-ZZBZENE—-F -+ N NB — FmgLg
AR T I $115,647,0008 7T R 31T —
#7715 ™ 887,000,000/ 7T A 2+ Fr
REB 7 REZRARE RRAF S L H
AEZER MEFARS%ZFE BEE
FYfMt YR =_ZETOF+=-_A=1+A3
HEZE - ZLTHERARR_ZTEF+
ZAANBEBRNAREE-

RZZEZEWNFRA+NAA KRR —2&
MEARMERBEFE - FTBERRZ—
2B M B ARG BE T RCBIR
EERARIEEZ17.20%# % (R {E28
BE8BT-REZHBE REUSBEEET
RERBAZETHEAREITZ258E8H
TERHEZEBEIN -HER_STEFN
BT H K I E 5 E 715,000/ 7T © 3%
AHAEZBER TN F+=-ARBEE
ﬁo
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38. MATURITY PROFILE OF ASSETS AND . EEREBIHIWN

LIABILITIES
As at 31 December 2004
R-ZBEmE+=A=+-H
3 months 1 year
Within to 1 year to 5years After On
3 months =@A —F 5 years demand Total
=@AR z-% EHE HE%  HEBER W
HK$7000/  HK$000/ HK$000/ HK$000/ HK$000/  HK$'000/
F#x  FEx  FEx  FEx  FER  FTER
Assets EE
Loan note of a listed —LtmEE AR
associated company BEREER - - 78,000 - - 78,000
Lending over one year —FH A E R - - 3,200 - - 3,200
Fixed deposits with banks R 17 E HiFE & 80,290 - - - - 80,290
Term loans B HE 61,145 34,600 - - 144,381 240,126
Debts securities in trading REBEHFKEEERE
account securities B E S 7,741 - - - - 7,74
Liabilities g81&
Bank loans and overdrafts RITERNE X 57,905 - - - - 57,905
Loan notes ERER - - 129,637 - - 129,637
Long term bank loans RHIRITER 1,500 4,540 24,267 = - 30,307
Obligation under BMEMEE
a finance lease B 76 - - - = 76
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38. MATURITY PROFILE OF ASSETS AND 3. EBEEREBRHIWN (E)

LIABILITIES (Cont’d)

As at 31 December 2003

R-ZZTE=F+-A=+—8H
3 months 1 year On
Within to 1 year to 5 years After demand
3 months =f@A —F 5 years B B Total
=@AR =E—F ZERE AFEE B Xl
HK$'000/  HK$'000/  HK$'000/  HKS'000/  HK$'000/  HK$'000/
FET FET FAT FAT FAT FET
Assets EE
Promissory/loan notes of ~ — EWE & QAR 2
a listed associated EHEEER
company BERERE - 40,419 78,000 - 145,000 263,419
Fixed deposits with banks R 1T EHF R 243,584 - - - — 243,584
Term loans B HE 278,486 79,000 - - 89,342 446,828
Debts securities in trading REHFKEERZ
account securities BEBES 7,747 - - - - 7,747
Liabilities =R
Bank loans and overdrafts $R{TE R RE X 283,447 - - - — 283,447
Loan notes EREE - - 231,637 - - 231,637
Long term bank loans REBIRITIE K 1,466 4,445 24,963 5,339 - 36,213
Obligation under BREMEE
a finance lease &% 219 671 76 - - 966

ERARNHEHRRZEEREE
MAEEZEBES BRAEER

-
&

The above tables only list out the assets and liabilities which
have a term of maturity. Overdue assets are reported as on

demand.

39. ULTIMATE HOLDING COMPANY 39. RARER AT
The ultimate holding company of the Group is Allied Group SECERERRAFAAHEAEEERA
Limited, a company incorporated and listed in Hong Kong. A —EEESEMKNLIERERE LT
AN
40. APPROVAL OF ACCOUNTS 40. REBR
The accounts on pages 56 to 131 were approved by the EEgR_ZEZRAFOA+-_HEBBER
Board of Directors on 12 April 2005. ES6EEF13IEZKRA -



