PRINCIPAL ACCOUNTING POLICIES

The Company is a publicly listed company incorporated
in Hong Kong. The condensed consolidation inferim
financial statements (“interim accounts”) of the Company
for the six months ended 30 June 2005 comprise the
Company and its subsidiaries and the Group's inferest in

associates and jointly controlled entities.

The interim accounts were authorized for issuance on 13
September 2005.

(a) Statement of compliance

The interim accounts have been prepared in
accordance with the applicable disclosure
requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited and in compliance with Hong Kong
Accounting Standard (“HKAS") 34, “Interim Financial
Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA").

Except for those mentioned in (b] below, the
accounting policies and method of computation used
in the preparation of the interim accounts are
consistent with those used in the 2004 audited
consolidated financial statements of the Group,
which have been prepared in accordance with
accounting standards issued by the HKICPA under
the historical cost convention, as modified by the
revaluation of availableforsale financial assets,
financial assefs and financial liabilities at fair value
through profit and loss and investment properties,

which are carried at fair value.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued) 1. EE&5HBUE (&)

(b) Basis of preparation and consolidation (b) RERBEZEERGFEIRZER

Interim Report 2005 A i 3R &

The HKICPA has issued a number of new and revised
Hong Kong Financial Reporting Standards
["HKFRSs"), HKASs and Interpretations, which are
effective for accounting periods beginning on or after
1 January 2005 for the purpose of converging by 1
January 2005 all HKFRSs and HKASs with
Infernational Financial Reporting Standards issued by

the Infernational Accounting Standards Board.

The Group has adopted the following new/revised
HKFRSs and HKASs issued up to 30 June 2005
which are pertinent fo its operations and have
resulted in changes to the Group's accounting
policies. The 2004 comparatives have been restated
as required, in accordance with the relevant

requirements.

HKAS 1 Presentation of Financial Statements

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

HKAS 10 Events affer the Balance Sheet Date

HKAS 16 Property, Plant and Equipment

HKAS 17 leases

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial
Statements

HKAS 28 Investments in Associates

HKAS 31 Investments in Joint Ventures

HKAS 32 Financial Instruments: Disclosures and
Presentation

HKAS 33  Earnings Per Share

HKAS 36 Impairment of Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and

Measurement
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(b) Basis of preparation and consolidation

(Continued)
HKAS 40
HKFRS 3
HK-Ant 4

Investment Property

Business Combinations

leases — Determination of the length of
lease Term in respect of Hong Kong

Land Leases

HKAS-Int 21 Income taxes — Recovery of Revalued

Non-Depreciated Assefs

The adoption of the above new/revised HKFRSs and
HKASs has the following impact on the Group's

accounting policies:—

[i) The adoption of new/revised HKASs 1, 7, 8,
10, 21, 23, 24, 27, 28, 31 and 33 did not

result in substantial changes to the Group's

accounting polices. In summary:

-  HKAS 1 has affected the presentation of

minority inferest, share of net aftertax results

of associates and other disclosures;

- HKASs7,8,10, 21, 23,27, 28, 31, and

33 have no material effect on the Group's

policies, but affect certain disclosure of the

accounts;

-  HKAS 24 affects the identification of

related parties and the disclosure of related

party transactions.

(i) The adoption of HKAS 16 has resulted in a

change in the accounting policy for the Group's

leasehold land and buildings (see 1bliii) below),

which are now carried at their costs less

accumulated depreciation and impairment

losses.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Basis of preparation and consolidation
(Continued)

(iii) The adoption of revised HKAS 17 has resulted

(iv)

in a change in the accounting policy relating to
the reclassification of leasehold land and land
use rights from property, plant and equipment to
operating leases. The up-ront prepayments
made for the leasehold land and land use rights
are expensed in the income statement on a
straightline basis over the period of the lease or
when there is impairment, the impairment is
expensed in the income statement. In prior
years, the leasehold land was accounted for at
cost or valuation less accumulated depreciation

and accumulated impairment.

In accordance with HK-Int 4, the Group
changed the estimated useful life of the land and
buildings from “over the remaining term of the
lease, including the period for which a right of
renewal is attached” to “over the remaining term

of the lease”.

The adoption of HKASs 32 and 39 has resulted
in a change in the accounting policy for
recognition, measurement, derecognition and

disclosure of financial instruments.

Until 31 December 2004, investment of the
Group were classified as “trading account
securities” and “other investments” respectively.
They were stated at fair value or estimated fair
value at the balance sheet date. Any unrealized
gains less losses arising from the valuation of
"trading account securities” at the balance sheet
date were dealt with in the profit and loss
account. As to “other investments”, changes in
the fair value of individual securities were
credifed or debited to the investment revaluation
reserve until the securities were sold, or were
determined to be impaired. Upon disposal, the
cumulative gain or loss was dealt with in the

profit and loss account.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued) 1. EESFBER (&)
(b) Basis of preparation and consolidation (b) REGHZEERFERZEA
(Continued) (&)

As from 1 January 2005, in accordance with
HKAS 39, financial assets are classified as
"financial assets at fair value through profit and
loss”, “availablefor-sale financial assets” and
"loans and receivables”. The classification
depends on the purpose for which the assets are
acquired. “Financial assets at fair value through
profit or loss” and “availableforsale financial
assets” are carried at fair value with changes in
fair values recognized in the profit & loss
account and equity respectively. “loans and
receivables” consist of secured margin or term
loans and other frade receivables. Secured
margin or term loans are recognized and
carried at original contract note or drawdown
amount less an allowance for any uncollectible
amounts after taking into account the value of
each client account’s underlying collateral.
Other trade receivables are measured at
amortized cost using the effective interest
method.
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1.

PRINCIPAL ACCOUNTING POLICIES (Continued) 1. EESHBE (&)
(b) Basis of preparation and consolidation (b) RERHBZEERGAKRZER
(Continued) (&)
Below please find the effect of redesignation of PATR 4 [ FE ER A HKAS 391 7 =
trading account securiies and other investments TTRF A —BENEREFH
together with their reclassification as at 1 KERREMRENTERES
January 2005 on the adoption of HKAS 39: i
New designation on 1/1/2005
1/1/2005E 3 2 %
Financial
assets at
fair value  Available-
Asreported  Effecton As restated through for-sale Investments
on adoption of on Intangible profitand  financial in
31/12/2004  HKAS 39  1/1/2005 assets loss assefs  associates
BAYHE
SIRRE
B8 BHERE
31/12/2004  HKAS 39  1/1/2005 HEH THREE BEQR
RUESIR ye Bjl  RREE KE  HBEE RE
HK$'000 HK$:000 HK$:000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER ThT ThT ThT TET
Other investmens Hip k&
Equity invesiments RiERE 784,778 (2,096) 782,682 - - 782,682 -
Club memberships and EHERR
exchange paricipation A
rights * SER* 5425 = 5425 5425 = = =
Statutory deposits and AR
other deposis BERRZ
with Exchange ond EERSE
Clearing companies REMES 26,624 = 26,624 = = 26,624 =
Net amount due from RERR
inveslee companies REFE 90,883 (1,447 89,436 - 250 89,186 -
Troding account securiies BHERE 48,263 (223 48,040 - 48,040 - -
Investments in associates # B EAARE # 2433428 2469 2435897 = 2,469 - 2433428
*  Following the adoption of HKAS 39, the Group has * BRIHKAS 3918 - REIIG A E R
reclassified its exchange participation rights and club RIEBREINZSH2ERRE
memberships which are previously grouped under FERERIBRENVEAE -
"other investments” to infangible assets.
#  The warrants of a listed associated company which #  IRIBHKAS 3902 &3 - MEHER

are previously grouped under ‘investments in
associates” are classified under “financial assets at fair
value through profit and loss” and carried at fair valve

in accordance with the provisions of HKAS 39.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(b) Basis of preparation and consolidation
(Continued)

v

vi)

The adoption of HKAS 38 results in a change of
the useful lives of intangible assets according to
the provisions of HKAS 38. Certain exchange
participation rights with amortization on a
straight line basis over its estimated useful lives of
five years before 1 January 2005 were
changed to indefinite useful life on that date.
Accumulated amortization as at 31 December
2004 has

corresponding decrease in the cost of these

been eliminated with a

intangible asses.

The adoption of revised HKAS 40 has resulted
in a change in the accounting policy of which
the changes in fair values of the investment
properties are recorded in the income statement
as part of other income. In prior years, the
increases in fair value were credited fo the
investment property revaluation reserve.
Decreases in fair value were first set off against
increases on earlier valuations on a portfolio
basis and thereafter expensed in the income

statement.

vii) The adoption of HKFRS 3, HKAS 36 and HKAS

38 results in a change in the accounting policy

for goodwill.

Prior to this, goodwill and negative goodwill
were amortized in the income statement on a
straight line basis over their estimated useful lives

of five years.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(b) Basis of preparation and consolidation
(Continued)
Following the adoption of HKFRS 3, HKAS 36
and HKAS 38:

- The Group ceased amortization of
remaining goodwill and remaining

negative goodwill from 1 January 2005;

- Unamortized negative goodwill was
derecognized by way of a corresponding
adjustment fo the opening retained earnings
at 1 January 2005;

- Accumulated amortized goodwill as at 31
December 2004 was eliminated with a
corresponding decrease in the cost of

goodwill;

- From the year ending 31 December 2005
onwards, goodwill is tested annually at
balance sheet date for impairment, as well

as when there is indication of impairment.

(viii) The adoption of revised HKAS-Int 21 has
resulted in a change in the accounting policy
relating to the measurement of deferred taxes
arising from the revaluation of investment
properties. Such deferred taxes are measured
on the basis of tax consequences that would
follow from recovery of the carrying amount of
the assets through use. In prior years, the
carrying amount of that asset was expected fo

be recovered through sale.
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1.

PRINCIPAL ACCOUNTING POLICIES (Continued) 1. EESFBER (&)
(b) Basis of preparation and consolidation (b) REGHZEERFERZEA
(Continued) (&)
Effect of changes in the accounting policies and B HER RGN E N RS ESR
esfimates on consolidated profit and loss account: AREERMEE
HKFRS 3,
HKAS 32  HKAS 36 HKAS-Int ~ Share of
HKAS 16 HKAS 17 HKAS 38 &39 &38 HK-Int4 21 associates Total
HKFRS 3,
HKAS 32  HKAS 36 HKAS-Int  fi{k g
HKAS 16 HKAS 17 HKAS 38 &39 %38 HK-Int4 21 AF 2
HK$'000  HK$'000  HKY000  HK$'000  HK§000  HK$'000  HK§'000  HK$'000  HK$'000
Tér FExr  ThEr TEr  TEx  TEr TEx TEx TiErn
Profit and loss for HE-RTIE
six months ended ~AE=tA
30 June 2005 AERRBHER
Decrease in fumover BEER D - - - (807) - - - - (807)
(Decrease)/increase Hinlt
in other income Ve b - - - 136 (3,998) - - - (3,862)
Decrease/(increase] ERRAR
in direct cost BEBERED
and operafing expenses / (&m) (16) 38 423 - - (234) - - 211
Increase in oher expenses At B AE M - - - 7) o Q - - 7
(Increase)/decrease Frg® (&)
in income faxes 2 (35) (1) - (24) - 1 (1,186) - (1,245)
Increase/(decrease] FiibBE A
in share of profis ERRER
and losses of associates i/ GAb) - - - - (14,768) - - 26,162 11,394
(51) 37 423 (702) (18,766) (233) (1,186) 26,162 5,684
Increose/(decrease] in basic ~ BRREARRF
earnings per share B/ (B5) o o - (0.1) (1.5) - (0.1) 21 0.4
centsfl  centsfl centsfl  centsfl  centsdl
Profit and loss for HE-ZZQE
six months ended ~A=tA
30 June 2004 ~ERBRTER
(Increase)/decrease BERRAR
in direct cosf and BeER
operaing expenses (m) /HD (16] 12 - - - - - - 4)
Increase in ofher expenses  Eft B 3510 = - - - - - - (633) (633)
(Increase)/decrease in FiEs (&m)
income faxes SRS (26) 15 - - - - - - (1)
Increase in share of profits and Fff & & 22 7]
losses of associates EFREREM = - - - - - - 12316 12,316
) 7 - - - - S Ne8 11668
Increase in basic eamings ~ FREAR
per share BRI - - - - - - - 09 09
centsfll - centsll
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1.

PRINCIPAL ACCOUNTING POLICIES (Continued)
(b) Basis of preparation and consolidation

1. BEESHEE (#

)

(b) RERHEZEERGARZER

(Continued) (&)
Effect of changes in accounting policies and B BERAEAHNEHGEEE
estimates on consolidated balance sheet: BEXRNTE
HKFRS 3,
HKAS 32 HKAS 36 HKAS-Int ~ Share of
HKAS 16 HKAS 17 HKAS 38 &39 &38 HK-Int4 21 associates Total
HKFRS 3,
HKAS 32 HKAS 36 HKAS-Int ~ FiftBi&
HKAS 16 HKAS 17 HKAS 38 &39 %38 HK-Int4 21 AF 2
HK$'000  HK$000  HKY000  HK$'000  HK§O00  HK$'000  HK§'000  HK$'000  HK$'000
Thr FTEx  ThrT TEn  TExr  TEn TExr TExr FEn
Balance sheet at =t 2 513
30 June 2005 AA=TH
KERRE
Infangjble assets ENEE - - 423 5,425 - - - - 5,848
leasehold lond BHRLH - 74981 - - - - - - 74981
Property and equipment NERRE 2,137 (78,678) - - - (234) - - (76,775)
nvestments in associates BENFRE - - - - 138,713 - - 47,443 186,156
Other investments HiRE - - - (907,710) - - - - (907,710)
Availableforsale A& B
financial assefs AE - - - 900,024 - - - - 900,024
Deferred tox asses EEHEEE - - - - - - (,077) - (1,077)
Negafive goodwil AEE o o - - 18398 - - - 18398
Trode and other receivables ?@ EREMENE - - - (2417) - - - - (2411)
Troding account securfies 3 - - - (48,263 - - - - (48,263)
Financial assefs hz \¥EW
at fair volue through U,EﬁnEFJﬁfEE’J
profit and loss BREE - - - 49952 - - - - 49952
Toxafion payable EAHEA - - - LX) - - - - aa
Deferred fox liabilties BRERAARE (392) 541 - - - 1 - - 150
1745 (3156) 423 (2560) 157,111  (233) (1,077) 47443 199,696
Opening refained eamings SR &7 1,796  (3,193) - (3,390) 175,877 - 109 151,289 322,488
Capital and other reserves ~ BARE fFi - - - 1,532 - - - (130,008) (128,476)
Profrond loss for he period A BRI R (51) 37 423 (702) (18766)  (233) (1,186) 26162 5,
1,785 (3,156) 423 (2,560) 157,111 (233) (1,077) 47,443 199,696
Balance sheet o “RTEE
31 December 2004 +ZA=1-8
KEAER
leasehold lond BHRLH - 66,89 - - - - - - 66,8%
Property and equipment VEVET ] 2,153 (70,631) = = = = = - (68,478)
Invesiments in associates BEARRE = - - - - - - 2550 25520
Deferred fox assefs BEHEEE - - - - - - 109 - 109
Deferred tox liabilities EREHEAR (357) 542 - - - - - - 185
1,796 (3,193) = = = = 109 25,520 24,232
Opening refained eamings B4R B & 7| 1879 (3,246) - - - - 377 127,97 126,307
Capital and other reserves ~ BARE i = = = = = - - (130,008) {130,008)
Profit and loss for the year AERHRER (83) 53 - - - - (268) 28,231 27,933
1,796 (3,193 = = = = 109 25520 24232




2. TURNOVER AND SEGMENT INFORMATION 2. BXERSEESH

An analysis of the Group's turnover and confribution to SEzEXBREMEHAENZ /M
profit before income taxes by principal activities is as BIBEBOMMAT
follows:

Contribution to
profit before

Turnover income taxes
For six months ended For six months ended
BER BRATBBADER 2 &/t
A~MERZEER ~MERREEZ
30.6.2005 30.6.2004 30.6.2005 30.6.2004
As restated
EX]

HK$’000 HK$'000 HK$’000 HK$'000
FTHET FET FET FET

Securities broking BEHERL R
and dealing == 126,302 139,967 22,224 28,017
Forex, bullion, commodities 4MNE ~ &
and futures B M EE 71,457 79,795 7,383 9,262
Margin finance and other & #H MK &
financing services H b & Bl AR 7 77,723 83,968 26,922 43,372
Term loans B HER 14,206 18,811 8,956 12,266
Corporate finance PERER
and others HAh 90,523 127,693 77,459 62,401
380,211 450,234 142,944 155318
Associated companies X /N
Share of profits and losses  FT 1 4 7 | &5 18 124,221 95,152
Amortization of share WP
of goodwill 5k - (370])
Amortization of goodwill HIHWER 2
on acquisition EES - (14,718
Amortization of negative BIHWER 2
goodwill on acquisition BEE - 29,542
Share of taxation Pt 18 (31,894) (30,338)
92,327 79,268
Jointly controlled entities FHEE IR A
Share of profits and losses Pty i 7l K &5 18 2 (780)
Amortization of goodwiill B ER 2
on acquisition [EES = (115)
2 (895)
235,273 233,691
No analysis of geographical segments is presented as the MBI RHERERERE ZERS
contribution fo turnover and results of operations outside DR10% Bt | KEMIHZ D
Hong Kong were below 10%. BT °
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3. PROFIT AFTER FINANCE COSTS

.

BR B R A 1R 02 F

For six months ended

NMERBEEE
30.6.2005 30.6.2004
As restated
E]l
HK$’000 HK$'000
TERT FHET
Profit after finance costs is stated R &l & B 2 14
after crediting and charging i A B AR
the following: M THEE :
Crediting: FEATFIWER ¢
Amortization of negative B
goodwill on acquisition of BB R P EE £
subsidiary companies ZEABEE - 5,568
Dividends from listed i)
investments "ERE 8,543 20,744
Dividends from unlisted JELETH
investments KERRE 17,692 29,523
Gain on revaluation of BMKRE
investment properties LE € 10,000 =
Interest income F B U A 73,749 81,670
Loss arising from default Millennium Touch Limited
of loan agreement with RETER
Millennium Touch Limited o9 5% M 2 A2
written back ZEEED = 773
Net realized profit on PTETIAR
derivatives IR R 10,635 6,709
Net realized profit on BHEEE
trading securities B R B F s 1,970 204
Profit on dealing in SNE B B
foreign currencies Iy 2% 2,817 13,630
Profit on disposal of a jointly H & —#[F
controlled entity bk /NI | 1,219 -
Profit on disposal of equipment i & &% 8 i &= - 41
Profit on disposal of & A
availablefor-sale financial i & B %5
assetfs/other investments BE/HEMRE Kz 2,951 3,421
Profit on other dealing activities ~ F 4, B & & B i &1 2,306 4,149
Impairment for receivables/ EWEREE
provision for doubtful debts IR R B
written back EFEED 12,898 2,435
Repayment of inferest in BB LIHER
respect of litigation with FUR B BT SR
New World Development HRAR AT
Company Limited pursuant FFAAPTIEZ
to Court of Appeal Judgment MERE 14,011

Unrealized profit on derivatives

TETARABR s




3. PROFIT AFTER FINANCE COSTS (Continued)

3. BREERAKRER (K

)

For six months ended

NMERBEEE
30.6.2005 30.6.2004
As restated
E]l
HK$’000 HK$'000
FHET FET
Charging: B TFIZH
Amortization of EiHmIY
intangible assefs BE 1,840 1,782
Amortization of leasehold land ~ ##$5A FH 2 + i 814 306
Depreciation e
— Owned property and -BE
equipment EYSE L 8,743 7,306
— leased equipment —HERXRE 42 256
Impairment of equipment and REREEE
intangible assets BE AR 236
Inferest expenses FEXH 8,885 9,763
Interest expenses in respect A
of litigation with New MERER
World Development AR EFR
Company Limited* Z A B = 2,934
Loss on deemed disposal of BIEHE— LT
a listed associated company iR /NC o) SE = 4,771
Loss on disposal of equipment & &R & & 18 277 -
Net unrealized loss on BHREE
trading securities AR FEE 1,780 4,973
Permanent impairment BaKE
of other investments BhFHEEZ
transferred from investment Hitnik g
revaluation reserve KA BEHIRE = 690
Impairment for EWEREE
receivables/provision BllR, R
for bad and doubtful debts A5 19,527 1,419
Unrealized loss on derivatives PTETARKIBAERE 1,358 -
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3. PROFIT AFTER FINANCE COSTS (Continued)

*

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$25,416,365.50 and interest at judgment rate from
16 December 1998 until payment, and costs (together
estimated by the Company as at 17 June 2004 to be in
the region of approximately HK$ 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 inferest and legal costs in 2003
and an inferest expense of HK$2,934,000 was paid in
2004.

SHKS appealed against the Judgment to the Court of
Appeal. That Court has now handed down its Judgment
("the Court of Appeal Judgment’) in which the Court
ordered a repayment to SHKS of part of the interest
element for the period from 16 December 1998 to 31
March 2004 previously ordered against SHKS in the
Court of First Instance but otherwise broadly confirmed
the Judgment. The sum repayable amounted to
HK$14,783,090.86 and has now been repaid.

SHKS has obtained leave to appeal the Court of Appeal
Judgment to the Court of Final Appeal. It is not presently

known when that appeal will be heard.

.

I‘ﬁmﬁﬁﬁkﬂ-‘é/mﬂ ()

RZZZTWNFWA—H - §ERZER
Mt ARBERAER QR ([HH R
B MFBRTHERAT ([FHE
FEF]) BERAR B R FE I H M 2 b
RRBBEZ & &0 EMRE 2 EEF
MELER (TRR]) - FHERERER
MR - R AN BETHAX
K & % 80,117,652.72% Tt &4 F| &
25,416,365.50% T + RE—ANNE
+tZ A+ BRAEMNRESRIRE
RtE2F B - WRAE (KA BEE
E/\_ggﬂlﬁxxﬂﬁLtEm/J\’ﬂ()O§
BATT) °

MBELFE _TZTFREKMN8
BERTZEHEIRAIHEMEE] -
EREEE MR RN ZRAL
HMEKISIAER T R_ZTZTZTF

Bt AIS7BEEBELZFEEE - 5
S AERBERBRAMNE REREM K
58,364,000 T =TT = F{FH &
B O ER_ZEEEEXNHNE
2,934,000 7T °

FIREGEFE REORAM FRRARIRE £
o EFRERBBE S HABOR ([ LFZE
BRER]) - HISREIMIIBEIL S
RIFIERFDRFAZ A BR— R ANE+
ZA+ABEFEZETEF=RA=1
—BZFE - HREE RO EMECR
SEA £ 14,783,090.867 7T 2 Fl 84T
BERIE °

FBEGES B B RRE AR B LR
ERERIEL EFF o R L T ABHZL
EFHZRA BN AR -



3. PROFIT AFTER FINANCE COSTS (Continued)
Pending any Judgment pursuant fo such appeal to the
Court of Final Appeal, the Company’s present
understanding of the effect of the Court of Appeal
Judgment is that SHKS now effectively owns 25% of
NWDC's entire interest (including the shareholder loans
advanced by, or on behalf of, NWDC, and/or
Stapleton Development Limited (“SDL"), and/or SHKS to
Great Union Properties Sdn Bhd ("GUP”)) in the Joint
Venture (as defined in the Judgment) being the 50-50
joint venture between NWDC and/or SDL and IGB
Corporation Bhd. fo purchase land and to build two
hotels of 1,000 rooms and a 200 unit service apartment
block at the city centre of Kuala Lumpur and SDL holds
12.5% of the shares in GUP on frust for SHKS.

4. INCOME TAXES

3. BREERAEIEF (8)
BERBEGREREMAR - BARQF]
BRI ESERERERZIBR - 1%
HIFEREBEEFHRABRNEED
X(EHATES) 28D (2FKA
FREFERER R AREIARE
Stapleton Development Limited ([SDL ) + %
/SR B kA TR R T T Great
Union Properties Sdn Bhd (GUP]) B9 A% 3
B 225% tEEBERAHRE
& & /5 SDLEEIGB Corporation Bhd. &4
—¥ EEEETROBALBRER
M P 5% A 1,00018 f5 i 2 8 & 7 2%
200 BB 2 IR R E  SDUAEFE
77 AT 9B 25 55 55 B GUPHY 12.5% %
N o

4. FiEH

For six months ended
REARKER
30.6.2005 30.6.2004
As restated

=l
HK$’000 HK$'000
FERT FAT
Current fax EHIIE
Hong Kong profits tax BEENED 12,000 17,006
Overseas taxation BHNBEIR 209 2,741
12,209 19,747
Deferred tax IEE R IR
Current period 7 HA 6,555 (803)
18,764 18,944

Hong Kong profits tax has been provided at the rate of
17.5% (2004: 17.5%) on the estimated assessable
profits for the period. Taxation on overseas profits has
been calculated on the estimated assessable profits for the
period at the rates of taxation prevailing in the countries in

which the Group operates.

BENGEHEE T A ARG ERB R
MIRB K17 5%(ZBFWMF : 17.5%) &t
o EHMMEBHNZRBEIREESR
RBAREZBERQE RS2 G ER
AR 2 BITHERAGE -
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The calculation of earnings per share was based on the
profit attributable o shareholders of HK$215,646,000
(2004: HK$214,605,000) and 1,245,703,156
ordinary shares in issue during the period (2004:
1,245,703,156 ordinary shares).

No diluted earnings per share were presented for the

period as there were no dilutive potential ordinary shares
as at period end (2004: Nil).

5. DIVIDENDS 9=
For six months ended
AEALESR
30.6.2005 30.6.2004
HK$’000 HK$'000
FHET FET
Proposed interim dividend of Bk R B &R
2.5 cents per share & 2.5 (ZZTWE -
(2004: 2 cents per share) FRR 27%80) 31,143 24,914
Special dividend of nil cent per R RIAR & : &
share (2004: 1 cent per share) —ZETEF  FRE 1B - 12,457
31,143 37,371
6. EARNINGS PER SHARE BREF

BRAMZFAEDRHAARRKREES
i 215,646,0008 7L (ZE T MEF :
214,605,000/ 7T) &k iR B 217 @Ak
1,245,703,1560% (ZEZ 4 : TR
1,245,703,1568%) mat& o

RERE REBEHERNZEA
B AT EEREERTN (ZE2X
FE) o



INVESTMENTS IN ASSOCIATED COMPANIES

7. BEQRRE

30.6.2005 31.12.2004
As resfated
2]
HK$’000 HK$’000 HK$'000 HK$'000
TERT TER THT THT
Carrying value of listed ETBERT
associated companies REE 2,503,638 2273184
Carrying value of unlisted FELMHERA
associated companies REE 110,221 109,477
2,613,859 2,382,661
Less: provision for impairment o BEEREESR (21,892) (21,892)
2,591,967 2,360,769
Amounts due from NG|
associated companies R 211,286 161,519
Less: provision for impairment o BEEREESR (18,726) (18,726
192,560 142,793
Less: amounts due fo W BENE
associated companies - (57,537) (44,404
2,726,990 2,459 158
Less: current portion of B EWEELNR
term loan and amounts R—FR
due from listed E‘J il p i
associated companies RN (50,040) (210)
2,676,950 2,458,948
Market value of listed THEEAR
associated companies mE 960,435 1,109,200
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7.

INVESTMENTS IN ASSOCIATED COMPANIES

(Continued)

Summarized financial information of associated

companies at 30 June 2005 was as follows:

R-ZZERFRNA=Z+HEBE QAN

BEMBRNT :

For six months ended

REARZKER

30.6.2005 30.6.2004
HK$’000 HK$'000

FExT FHET

Total revenue 48l 5§ 1,042,697 1,437,062
Profit and loss for the period 2N HR 5 I K g5 48 340,768 168,144
30.6.2005 31.12.2004

HK$’000 HK$'000

FET FAT

Total assets BREE 11,293,323 11,039,341
Total liabilities reE (5,615,032) (5,593,496)




OTHER INVESTMENTS

8. AVAILABLE-FOR-SALE FINANCIAL ASSETS AND

8. AIHHEMBEERAMKRE

Available-
for-sale
financial Other
assets investments
At &
HMHEE H % &
30.6.2005 31.12.2004
HK$’000 HK$'000
TERT FHET
Listed equity investments issued ~ I FE BT 2
by corporate entities, FTRRERE
at market value RMAE
— listed in Hong Kong - ERE LT 447,199 476,810
— listed outside Hong Kong — ERBAINET 3,809 4,474
451,008 481,284
Unlisted equity investments, FELMRERSE -
at fair value* BAFEE > 412,587 303,494
Club memberships and ERFEER
exchange participation rights R 52 - 5,425
Statutory deposits and other RGAREERTZ
deposits with Exchange and EERE
Clearing companies FEMES 26,746 26,624
890,341 816,827
Add: amounts due from investee 1l : & & A A
companies* RER * 87,921 04,935
Less: provision for amount due & 1 —RE QA
from an investee company KBRS - (2,161)
978,262 909,601
less: amount due to an investee &, : — R E AT
company =L (447) (1,891)
977,815 Q07,710

Other investments were redesignated fo various line items
on 1 January 2005 on the adoption of HKAS 39. Please

refer to note 1 for details.

RERMHKAS 3918 - R ER _FF
FF-A—BEEHEERTHAER
FHIEHLHRAME -
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8. AVAILABLE-FOR-SALE FINANCIAL ASSETS AND
OTHER INVESTMENTS (Continued)

*

Pending any Judgment pursuant fo such appeal fo the
Court of Final Appeal, the Company's present
understanding of the effect of the Court of Appeal
Judgment is that SHKS now effectively owns 25% (“SHKS
Interest”) of NWDC's entire interest (including the
shareholder loans advanced by, or on behalf of,
NWDC, and/or SDL and/or SHKS to GUP in the Joint
Venture (as defined in the Judgment) being the 50-50
joint venture between NWDC and/or SDL and IGB
Corporation Bhd. to purchase land and to build two
hotels of 1,000 rooms and a 200 unit service apartment
block at the city centre of Kuala Lumpur and SDL holds
12.5% of the shares in GUP on trust for
SHKS. A sum totalling HK$118,003,000 (2004:
HK$118,003,000) is included in “unlisted equity
investments” and “amounts due from investee
companies” being the amount, (excluding interest which
has been expensed in prior years] which represents the

carrying value of the SHKS Interest.

The Board has decided that it is not presently
appropriate to make any provisions in respect of the
liigation or for impairment of the value of its interest in the
total Kuala Lumpur hotels project pursuant to the Judgment
and the Court of Appeal Judgment (together “the
Judgments”). This decision has been taken because it is
considered that the current circumstances of the nature
and value of the interests existing under the Judgments
and the uncertainty of our appeal against the Court of
Appeal Judgment to the Court of Final Appeal (the “Final
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 the Final 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 GUP has not provided a
current valuation of the project and SHKS has not had
sufficient access to the defailed books and records of
GUP to reach a supportable view as to the value of the
project.

8. AHHEMBEEREMRE (H)

HERBARELE@MAR  EBAAF]
BATY EFREARBORER 21208 - 51086
ETHFEREHEETHREEREED
¥ (EERTER) 2BER (BIERE
FREFHAERE - R LREKAE
SDL- RS 3R & sk AR 5% 5o 5 A+
F CUPHI IR & 1) 2 25% ([ 31 7% £ 3
FiEml)  WEECERMERER
%/ 3k SDLEZIGB Corporation Bhd. &4 —
¥ EERETPOBALHMEERN
Fra& A 1,000 5 i 2 B JE A 3% A 200
BB ZRBAAE - SDUAEFEAR
RFT I8 E AL 2 #58 GUPEY 12 5% K -
BIEEFELTRERE] REE QR
REE] Rz —£ 4% 118,003,000/
7t (2004 : 118,003,0007% 7T) (R
REFEIHZME) 2KRE - BREK
BRI SF EROREE -

BEE2RAERBTEERERRE EF
EBEEOR (B8 [R2ZE50R ) B 0L 32
ok 4 7 P RO S5 TR B R SRR (EAF A 1]
B - RBULRETDBRREEBEZS
HRTHENER BEREEZEN
B - UEE EFRERBR AL E AR
2 Eaf (T&& L&F]) 2 THBAR
= HIURBEAMEM A EERZEIRE K
RERZIER - — 7 E » WHIBEES
REZ&R LR E - e AR
BFffEENSME  5—F | - Mz LH
MRRERN DS - HAREAREE
WBERE 2 R E — S EHR(E
B o MBS 2 AR A R GUPIE 1R
HZEB 2 RAME - FREFBELES
TRRBEEFCUPZ AR ACE: - AW
REHZEENEBEERAERIFZ
BR - B BACREEMELZSER
ZRRE -



9. CASH AND CASH EQUIVALENTS

9. RERBASEEY

30.6.2005 31.12.2004

HK$’000 HK$'000

TERT FET

Cash and bank balances Be RIBTHET 457,387 406,959
Fixed deposits with banks RITEHEXK 145,480 80,290
602,867 487,249

The Group maintains frust accounts with licensed banks to
hold clients’ deposits arising from normal business
transactions. At 30 June 2005, trust accounts not
otherwise dealt with in these accounts totalled

HK$1,920,330,000 (2004: HK$2,178,901,000).

SERFBRETRAEEFPOD - ARE
BEEBATEMBHEELERFK - R
—ZEZERFRA=ZTHE ERBLRE
&2 Bt £1,920,330,000% 7T (=
TTEF ¢ 2,178,901,00047T) °
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10. TRADE AND OTHER RECEIVABLES

10. fE & & H fth FE W Bk

30.6.2005 31.12.2004
As resfated
2]
HK$’000 HK$’000 HK$'000 HK$'000
TERT TER THT THT
Trade receivables B YR
Accounts receivable from FEW AR R
brokers and clients ZFER 673,506 654,135
Less: provision for impairment B BEHRERS (5,564) (36,618
667,942 617,517
Secured margin loans BERBEHNH 1,472,422 1,609,183
Less: provision for impairment B BEERERS (159,208) (202,353
1,313,214 1,406,830
Secured term loans BERAEHER 218,726 234,262
Unsecured term loans ERAEHRER - 5,864
Less: provision for impairment W BEYIREER (35,332) [58,816)
183,394 181,310
2,164,550 2,205,657
Current portion of ferm loan and £ B & A 7]
amounts due from listed R—F R
associated companies ZEHEFRRE 50,040 210
Interest receivable JE Y Il 8 4,234 3,239
Other accounts receivable, Hin R - ke
deposits and prepayments RENER 165,025 80,060
2,383,849 2,289,166



10. TRADE AND OTHER RECEIVABLES (Continued)

The ageing analysis of the trade receivables is as follows:

10. &R & T2 H th B W AR ()

RN Z BRI DT

30.6.2005 31.12.2004

HK$’000 HK$'000

FEx FAET

Current BN HB 2,157,720 2,199,925
31-60 days 31-60 & 2,718 12,560
61-90 days 6190 X 2,251 383
Over 90 days Q0 KA £ 201,965 290,576
2,364,654 2,503,444

Less: provisions for impairment & BB HI B EFHRE (200,104) (297.787)
2,164,550 2,205,657

There were listed securities, unlisted securities and
properties of clients held as collateral against secured
margin loans and term loans. The market value of the
listed securities as at 30 June 2005 was

HK$5,950,779,000 (2004: HK$6,420,945,000).

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

are any shortfalls in their accounts.

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

stated net of such provisions for impairment.

SEKBEREPLTES  FLEMEFR
MEELBERMZZ WA NG EREY
BRZERD  R_ZETRAFAKNA
=tH WEELEWTEHFZITER
5,950,779,000% ;T (= 2 T MW F :
6,420,945,000% 7T) °

BREERESHAREEREHER
MELERUEZEESAGEERARE
BZEERSNTRBEHE - EEFF
AERARE  —RERFPEINES
FERBABN TR ZE -

BHEREZEBEHRERZAREER
RBREEZREEHINTEREERATE
FriR i - L2 EURZHR UL S EEH
BERIINEBEARKRT -
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11. FINANCIAL ASSETS AT FAIR VALUE THROUGH

1182 FEP RN 18 5 AR E 2 1 B

PROFIT AND LOSS AND TRADING ACCOUNT BEERESFKER
SECURITIES
Financial
assets at
fair value Trading
through account
profit and loss securities
RAYHE
DIRR R E
BEREE
MK EE BEHELER
30.6.2005 31.12.2004
HK$’000 HK$'000
FHET FET
Equity securities listed in EEBLTZREES -

Hong Kong, at market value BRmE

— Issued by corporate entities —HEEET 15,445 23,152

— Issued by banks — HIRTTEST 12,503 13,133

— Issued by public utility enfifies ~ — A & # B 1T 32 32

27,980 36,317
Equity securities listed outside EBEBAII T2 REES

Hong Kong, at market value BRmE

— Issued by corporate entities —HEEET 2,861 3,740

— Issued by bank — HIRTTEST 70 59

2,931 3,799
Equity securities unlisted outside  TE B AN 2 IF E T RIEE 5 -

Hong Kong, at fair value BRATE

— Issued by corporate entity —HEEET 77,536 =
Markefable debt securities BHEERE?

— Issued by central government  — F AR R B 1T 7,718 7,741
Derivatives listed in Hong Kong E&® Em 2 T4 T A 2,956 =
Others H At 530 406

119,651 48,263




11. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT AND LOSS AND TRADING ACCOUNT
SECURITIES (Continued)

Trading account securities were redesignated on 1
January 2005 on the adoption of HKAS 39. Please refer
to note 1 for defails.

1132 2 FE IR K 7 18 5 iRk 5 22 19 Bt
BEERESEE R (&)

RERMHKAS 3012 - EBHKLERN_-F
gﬁifﬂfﬁﬂi%ﬁm% HiFw2
BIBRBPRET ©

12. BANK LOANS AND OVERDRAFTS 12. 8BITERREX

30.6.2005 31.12.2004
HK$’000 HK$'000
FERT FHET

Bank loans RITHE K
—Secured* —BEA - 243,000 =
—Unsecured — KA 28,000 =
271,000 =

Bank overdrafts RITBEX
—Secured*® — B 112,124 57,905
—Unsecured — IR 22,615 -
134,739 57,905

Current portion of long term —FRIHPZ

bank loans (note 17) RHBRITHER (HE17) 6,035 6,040
411,774 63,945
* At 30 June 2005, listed investments belonging fo the & }‘54_ ZTEREANA=1TH  BREER

Group and margin clients with market values
of HK$205,864,000 and HK$969,162,000
HK$227,021,000 and
HK$847,385,000 respectively) were pledged to banks
and financial institutions. Banking facilities of
HK$1,563,500,000 (2004: HK$1,735,000,000)

were available to the Group. The Group also had

respectively  (2004:

leasehold properties with a total book value of
HK$30,957,000 (2004: HK$31,279,000) pledged
to banks as security for overdraft facilities of
HK$37,300,000 (2004: HK$37,300,000). The
outstanding balance of the draw down of the overdraft
facilities at 30 June 2005 was HK$36,516,000
(2004: HK$37,049,000).

BEFERREF 2 LETEFBEMRT
ﬁEﬁ&Eﬂ?ﬁ%%% CEWES MR
205,864,000/ T k& 969,162,000/ 7T
(ZZEZMF : H51%227,021,000/&
7T % 847,385,000 7T) © £ E R 2B
s B5 R 1,563,500,0008 T (=&
T ¢ 1,735,000,0008 ) - £E
A RE4{E30,957,000& T (=&
M4 31,279,000 ) 2 BHE
MERTRT ERETEEEX
£ B 37,300,000/ 7T (Z ZE T 4F :
37,300,000 70) 2 H# - ®=FZTHh
FRA=ZTH RBZBEXEE#ER
36,516,000 T (= 2 T I F :
37,049,000% 7T) °
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13. TRADE AND OTHER PAYABLES

13. EE R HMEMNK

30.6.2005 31.12.2004
HK$’000 HK$'000
FERT FAET
Accounts payable to brokers FEAS R 42 2
and clients BFEER 806,234 867,135
Other accounts payable and H At B A BR ]2
accruals e & 231,416 205,749
Current porfion of obligation —FANHEHZ
under a finance lease (note 17) FBEMREB® (K 17) - 76
1,037,650 1,072,960
The ageing analysis of the accounts payable fo brokers ERNEEEEFRZEESITHOT
and clients is as follows:
30.6.2005 31.12.2004
HK$’000 HK$'000
FExT FHET
Current Bl H#R 773,643 852,009
31-60 days 31-60 X 2,219 3,640
6190 days 6100 X 16,920 3,037
Over 90 days Q0O R E 13,452 8,449
806,234 867,135
. SHARE CAPITAL 14. B 7R
No. of shares of HK$0.2 each Amount
RESKEEO0.2B T £8
30.6.2005 31.12.2004 30.6.2005 31.12.2004
HK$'000 HK$'000
TER FER
Authorized: EERA
Balance brought forward and BHALR
carried forward £ 15,000,000,000  15,000,000,000 3,000,000 3,000,000
Issued and fully paid: BEIRSRKA :
Balance brought forward and BERELER
carried forward BT 1,245,703,156 1,245,703,156 249,141 249,141




15. RETAINED EARNINGS

15 R B & A

30.6.2005 31.12.2004
As restated
ERdl
HK$’000 HK$'000
FERT FHET
Balance as at 1 January, —A—H&TF
as previously reporfed &A1 AR 2,221,194 1,951,339
Prior year adjustments TEERHE
— Adoption of HKAS 16 — A HKAS 16 1,796 1,879
— Adoption of HKAS 17 — B HKAS 17 (3,193) (3,246)
— Adoption of HKAS-nt 21 — B HKAS-nt 21 109 377
— Share of associated — PTG B &
companies NET! 155,528 127,297
As restated Egdl 2,375,434 2,077,646
Adjustments o opening HREEN 2
refained earnings P
— Adoption of HKAS 32 and 39— £R#9 HKAS 32 & 39 (3,390) =
— Adoption of HKFRS 3 — B4R HKFRS 3 175,877 =
— Share of associated — PTG B
companies NG| (4,239) =
2,543,682 2,077,646
Profit attributable to shareholders 23,/ AN 4F &
for the period/year % B8 P& 1 a2 215,646 412,728
Dividends paid B e %A (74,742) (112,113
Transfer fo capital reserve RN B2
by associated companies Z2EKRGHE (314) (2,827)
2,684,272 2,375,434
Representing: DI
Retained profits R % 2,653,129 2,300,692
Proposed dividends KR B 31,143 74,742
2,684,272 2,375,434
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16

principal of the loan notes is due for repayment on 7

. LOAN NOTES 16. ERREE
30.6.2005 31.12.2004
HK$’000 HK$'000
FET FHET
Balance as at 1 January —A—B&TF 129,637 231,637
Purchase and cancellation ACDS g (60,000) (102,000)
69,637 129,637
The loan notes bear interest at 4% per annum and the EXREHAFFEA%ZFE - BERE

BRASBER_ZEZENF=ACBIHE

The Group had leasehold properties with a total book

value of HK$72,440,000 (2004: HK$64,498,000)

pledged to banks as security for instalment loans granted

to the Group.

March 2008. & e
. LONG TERM LIABILITIES 17. REEE
30.6.2005 31.12.2004
HK$’000 HK$'000
FET FHET
Secured bank loans* HEFIRITER * 27,319 30,307
Obligation under mEHEE
a finance lease &% - 76
Other long term employee HihREET
benefits =Rl 498 876
Advance from minority RKEDHRE
shareholder &R 1,022 1,022
28,839 32,281
Less: current portion W —FRENH IS
Secured bank loans BEFERITER (6,035) (6,040)
Obligation under MEMRE
a finance lease & = (76)
22,804 26,165

* EEAFREAE72,440,0008 T (ZF
TIME : 64,498,000 7T) 2 BEEY
ERTRIT ERRTEESPETRZ

HAR o



18. COMMITMENTS 18. & iE
(a) Capital commitments (a) BEAREE
30.6.2005 31.12.2004
HK$’000 HK$'000
FEx FH& T
Contracted but not ERNERERES
provided for EH EfEE 10,667 28,688
Authorized but not [SE A XER S
contracted for FHE 2,382 2,209
13,049 30,897
(b) Commitments under operating leases (b) EEBRNERIE

At 30 June 2005, the Group had future aggregate
minimum lease payments under non-cancellable

operating leases as follows:

RZZEZRAFERA=+TH £EHRE
BRI HEESERAOMARRRX
Nz&EBREMNROT :

30.6.2005 31.12.2004

Land and land and
buildings Others buildings Others
EiE Hitr BiE Hith
HK$’000 HK$’000 HK$'000 HK$'000
TER TER TET TET
Within one year —FR 21,963 4 19577 578
In the second fo fifth year E-_FEERF 27,513 - 33,952 -
49,476 4 53,529 578
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19. ACQUISITION OF SUBSIDIARIES

The Group acquired the following subsidiaries during the

19. WA 8 2 7
SEPBAREATHBERA :

period:
Cost
including
Date of Percentage Component capitalized
Name Principal activities acquisition  acquired of cost expenses
BREELRL
£1 TEXK BABH BAESE RZ4s BRZAX
HK$/000
TERT
Hing Yip Holdings Limited Property invesiment 1/2/2005  100% Cash 13,811
AXERERAA MERE Re
Excalibur Futures Limited Futures dealing and broking ~ 17/3/2005  100% Cash 16,853
REHEERAA HEEEREL Re
Excalibur Securities Limited Securities broking 17/3/2005  100% Cash 9,033
BREMFERAA EHRLE Re
Sing Hing Investment Limited  Property investment 18/4/2005  100% Cash 38,477
BEKEEERAA MERE Re
78,174



acquisition are as follows:

19. ACQUISITION OF SUBSIDIARIES (Continued)

The aggregate assefs and liabilities arising from the

19. WBE B8 4 7] (%)
AT RBANREERAE :

Acquiree’s
carrying
amount Fair value
HEAEZ
IR & AFEE
HK$’000 HK$’000
FERT FERT
Cash and cash equivalents HeRBSEEYD 15,758 15,758
Infangible assets BVAE 618 618
Investment property REME 26,934 39,362
leasehold land =il b ) 6,376 8,900
Property and equipment EIE L 10,179 11,610
Availableforsale financial assets 7] it & B 75 & &= 1,734 1,734
Trade and other receivables & R H b e U BR 17,723 16,823
Trade and other payables 2 T E A RE AN BR (16,575) (16,575)
Deferred tax liabilities BEFIBAE (124) (124)
Net assets FEE 62,623 78,106
Total purchase consideration BABRE 78,174
68
Excess of net fair value over AFEBHREZ
consideration recognized BERNER
in profit and loss FTERTHER 199
Goodwill EES 267
Purchase consideration settled NRE&EE
in cash BARE 78,174
Cash and cash equivalents BAZEER
in subsidiaries acquired ReFEEBEY (15,758)
Cash outflow on acquisition W 2B R LR 62,416

The goodwill is affributable to the synergies expected to

arise after the Group's acquisition of the subsidiaries.

EEAEENEZSHBARKELEN
8 HA 15 R e & o
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19. ACQUISITION OF SUBSIDIARIES (Continued)
The aggregate revenue and the profit and loss of the

acquired subsidiaries are as follows:

19. B B 2 8 ()
VAT 7% 4% i B8 B B8 2 ) A9 48 i 8 04 )
RER :

For six Post
months ended acquisition
NEAREESR W g 1%
30.6.2005
HK$’000 HK$’000
FET FET
Total revenue 48l 5§ 19,080 12,774
Profit and loss i K K &5 18 1,215 2,199

20. CONTINGENT LIABILITIES
[a) At 30 June 2005, the Group had guarantees as

20. RAREE
(o) EER_ZEZTRFAA=THZR

follows: BT :
30.6.2005 31.12.2004
HK$’000 HK$'000
TERT FHET
Guarantee for banking BT —REQRAZ
facility granted to RITEE
an investee company RE 6,996 7,000
Indemnities on banking T —RHEMR
guarantees made available  B5 & # 1% 2 817
fo a clearing house and REFIEZ
regulatory body IR 5,540 5,540
Other guarantees H AR E 5,238 3,184

17,774 15,724




20. CONTINGENT LIABILITIES (Continued)
(b On 4 February 2004, Sun Tai Cheung Credits

20. RAR B E (])
b) RZZEZWHF - AMWMA - Shanghai

Llimited ("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 complefion 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 fo the money obtained by STCC in
respect of the Shun Loong Shares. The wirit 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 fo 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 fo this action.

Finance Holdings Limited & A&7 2 &
BEZEMNBARFTREREER
RENFFRERE]D) MR ERE
RBERAR (MFBEKRE]) &
Mt R RRME 22k ([200/
2004]) - Zsk (K8 #E) BEEH R
EREWERXBAN)REAHAR
TTE=FANAZTHRBZEEH#E
mMEFBEREMEEIREEEER
NAEZ B (TIEER B ) (fEfE
36,500,000 7T © & T & 14 #3 Al
T ERTERER - FREIX
B 15,700,000 7T 2 5IH) -
FERFTHERGER TESHEN
K B R B R A5 oL IR 2 AR 1) AT
BRzef SEERNHLIERE
R - FTRERERTBER
EEZGHE-—BERBEEXEREE
T UREERRERETRE -
MEERERMBEREERFS
Rt RZEE - BREREEFREY
EHE  BEEERSTRSABIE -

ERBER  ARAEERREEL
FABBMER B FRATEEE
HAE A E B -
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20. R EE (&)
o) REREZREREELEEN

20. CONTINGENT LIABILITIES (Continued)
(c) By the Judgment of Deputy High Court Judge To on

Interim Report 2005 A i 3R &

1 April 2004 (the “Judgment’) in HCA 3191/
1999 between NWDC and SDL 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 fo 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 inferest of
HK$44,581,663.32). SHKS has paid the Judgment
amounts. SHKS filed an appeal against the Judgment
both as to liability and quantum (the “Appeal”) to the
Court of Appeal. That Court has now handed down
its Judgment (“the Court of Appeal Judgment’) in
which the Court ordered a repayment to SHKS of
part of the inferest element for the period from 16
December 1998 to 31 March 2004 previously
ordered against SHKS in the Court of First Instance
but otherwise broadly confirmed the Judgment. The
sum repayable amounted to HK$14,783,090.86

and has now been repaid.

SHKS has obtained leave to appeal the Court of
Appeal Judgment fo the Court of Final Appeal (the
"Final Appeal’). It is not presently known when the

Final Appeal will be heard.

TTMFENA-HApHit RERE
SDLmIZR 22 A) 2 & Y B8 /2 ) ¥ 96 2L AiE
FREZERFABSERERER
A 19994 F 31915R ) i 2 # ok
(TER]) - BBOEEREH OB
& ([ABEBHE]) NFTHAZIER -
PRI F A S A R BRI
#2%¥105,534,018.22/ ¢ » #ERAK
2&F80,117,652.72%TH— NN
NE+ZA+RNBERENRBHEREK
HEMEXFAEZFE - R_FTTQ
FRATEtEH(AXNHELTHEE
H)  MBELFEXNHAERHE
4 %8 /& 150,115,681.54% 7T (AD
105,534,018.22/% 7t # [ | 2
44,581,663.32%8 7T) ° #IBEFH
B E#F AR B AR R AR 2R
REARREBEERREL EHF (L
#F) o EFERREEHFR ([ L
FOEBREOR]) - AL REEM IS
B3R RAAER FUR AT ST i —
AANE+ZA+AREBRHE=F
ZME=A=+—B2ZFE  E®
EREBHEMER - A H
14,783,090.86/ T 2 | B4 2 R
B o

MREMFE R ERRBERM
ERRAERBORRE EAF (&KL
) AR Y AMBERL LHF 2R
AR AR -



20. CONTINGENT LIABILITIES (Continued)

Since the handing down of the Judgment, NWDC
has written to SHKS demanding payment of three
further amounts for what it asserts as pro-rata
shareholders’ contributions advanced by NWDC on
behalf of SHKS (the “New Claims”):

1. on 1 March 2000 in the
HK$27,234,753.52;

sum of

2. on 2 January 2001
HK$7,697,418.42

in the sum of

(the Group understands that a further writ was
issued by NWDC in April 2004, naming SHKS
as defendant, and claiming the aforesaid two
amounts as well as interest thereon from March
2000 and January 2001 respectively (“Further
Writ'). The Further Writ has not been served on
SHKS); and

3. on 1 June 2004 in the sum of
HK$2,565,839.47 in respect of a bank loan
by GUP. (a provision has been made with

respect fo this claim in the accounts of SHKS).

The outcome of the Final Appeal as well as other
issues will be relevant to the defermination 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 Final
Appeal or the Further Writ. However, the Directors in
Note 8 to the accounts have provided an analysis as
to the possible financial implications for the
Company depending on the ultimate outcome of the

Final Appeal.

20. RAR B E (])
BEMERIAK - #ritt SRR B A
ERERTREAFBIIN=ZE
RIE - BEATHRBERAKIS
ERESF BRI O] 2 R R ([
=E]) :

L RZFETF=A-ABNZ
27,234,753.52& 7T

2. RZZET—F—A=-H B2z
7,697,418.42% 7T

(EEMABFHEARABERN_ZZ
POEF IO A [ 3R EE S (TE R
EEES—SHK([5—%
1) - BRRE LRMERER
AEDRB_FTETF=-_AR_
TEE—F-RAEMFR BB
B S-S RERRZEZNR
i) R

3. R—ZEZEWMFEANA—RB B
kBt GUPz R 17 B R X
2,565,839.47% 7T - (EBEZR
ERFBEL S 2 8RB 1EH#&
) -

R EHFERAREAMEIE S EE
EMBELFROAXNNRES
W mEHREREWUTREA
BEHFEME N - Bt - RAIESR
REFREDHAGE  TERAK
REERFABEMELEE - SR
ABEBTEERBRRERRS -2
RAELERBEE - AT - ARAE
FERIKRA M E8h &K LFN&K
RERMSIBAN A e E 2 M5
BIER DT o
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21. MATURITY PROFILE OF ASSETS AND LIABILITIES

21 EEREBEIBIN

As at 30 June 2005
R-ZZBHEFAA=1H
Within 3 3 months 1 year to After On
months to1year 5years 5years demand Total
=f@ =f@A -z B
AR Z-F b3 IF# B #BE
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$000
TER TET TER TER TERT TERT
Assets BE
Term loan/loan note of a —LTBERAZ
listed associated BHERR
company ERER 48,000 - 78,000 = - 126,000
Lending over one year —FHU EHR = = 4,401 = = 4,401
Fixed deposits with banks RITEHFR 145,480 - - - - 145,480
Term loans EHER 91,800 8,070 - - 118,856 218,726
Debfs securifies REEDTFEER
in financial assets EERREERN
at fair value through HBEEDZ
profit and loss EBES 7,718 - - - - 7,718
Liabilities 2%
Bank loans and overdrafts BAERREX 405,739 - - - - 405,739
loan nofes BEXE = - 69,637 - - 69,637
Long term bank loans REARTER 1,491 4,544 21,284 - - 27,319




21. MATURITY PROFILE OF ASSETS AND LIABILITIES

21 EEREBEEH 2 ()

45

(Continued)
As at 31 December 2004
RZZEZNE+_A=+—H
Within 3 3 monthsto 1 year fo After On
months 1 year 5 years Syears  demand Total
=M@ =f@A —fF B
AR E—F ka2 EF# B Fk
HK$'000  HK$'000  HK$'000  HK$000  HK$'000  HK$'000
THT FET THT THT THT THT
Assets BE
Loan nofe of a listed — L PBEREZ
associated company EXEE = = 78,000 = - 78,000
Lending over one year —EH R = - 3,200 - - 3,200
Fixed deposits with banks RITEHFER 80,290 - - - - 80,290
Term loans BHER 61,145 34,600 = - 144,381 240,126
Debis securifies in frading REFEERTZ
account securities EBES 7,741 = = = = 7,741
Liabilities &&
Bank loans and overdrafts PITERREX 57,905 - - - - 57,905
Loan notes ENER - - 129,637 - - 129,637
Long term bank loans REBITER 1,500 4,540 24,267 - - 30,307
Obligation under a finance lease B & 1 & &% 76 = = = = 76

ERRIHBEHMRZEEREE - BH
AREE 2 BES BAFRENR -

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

reported as on demand.
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22. RELATED PARTY TRANSACTIONS
During the period, the Group had the following material

2. FHEEALTZRS
RHA - SERFREALTAEUTZE

transactions with related parties: AR :
For six months ended
AMERBEESE
30.6.2005 30.6.2004
As resfated
Edl
Note HK$’000 HK$'000
libgz3 FERT FET
Associated companies BE AR
Insurance premium received from #¢ — L T B & 2 &
a listed associated company WER 2 R B & 3,147 3,250
Inferest income from a listed N—EMBERRMEZ
associated company B == 1,330 3,796
Term loan drawdown by —LETBERRZ
a subsidiary company of Bt a8 X =] £2 ER
a listed associated company BHER (a) 48,000 -
Promissory nofe received from  #t — LM Bk & A &
a listed associated company Wz A B - 87,000
Purchase of two companies from  #t — E Bt & A7l 2
a subsidiary of a listed — B A E R A
associated company o il B B8 2 /) 52,283 =
Service fees received from listed & = T B & 2 7]
associated companies WE 2 R & 1,513 636
Ultimate holding company & #& # it
and its subsidiary RERHE
companies Bt B 4 =]
Dividend received from MR AEIERDE Z
a subsidiary of the ultimate —MEAE
holding company WER 2 B B 14,540 -
Insurance premium received from # H 4 YE IR A Bl &
the ultimate holding company - ay - N
and its subsidiary companies WHR 2 1R B & 2,648 2,982
Rent and property management {5 F £ 4%
fee paid to a subsidiary ZERAT 2
company of the ultimate —WEATEE R
holding company MEEREE 620 =
Key management personnel T EEE A S
Shortterm benefits 52 HE T 4,279 4,864
Postemployment benefits BB EEN 180 190




22. RELATED PARTY TRANSACTIONS (Continued)

23.

At 30 June 2005, the Group had the following material

balances with related parties:

2 FHEATZRS (A)

RZZBZRFARA=+H SEHHEFH
BALTERTZEBAREER

30.6.2005 31.12.2004

Note HK$’000 HK$'000
Ligza FET FHET
Amounts due from/ o) R /N
associated companies R/ (BER)
Amounts due from a listed — ETEE
associated company YN ﬂ RER
— Lloan note ERER (b) 78,000 78,000
— Term loan — B HER (a) 48,000 -
— Others —Hi (c) 529 -
Amounts due from other H Bk QA
associated companies xR (c) 84,757 83,519
Amounts due to other H Bk QA
associated companies =43 [c) (57,537) (44,404)

[a) On 2 March 2005, a loan facility up to HK$ 100 million
was granted to a subsidiary company of a listed
associated company. The interest rate follows the prime
rate of Hong Kong and Shanghai Banking Corporation
Limited plus 1% per annum. The loan was guaranteed by

the listed associated company.

(b) 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.

[c) These amounts due from//to) associated companies are
unsecured, non-interest bearing and have no fixed term

of repayment.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial
risks: market risk, credit risk, liquidity risk and inferestrate
risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and
seeks o minimise potential adverse effects on the Group's
financial performance.

23.

o) R-ZETRF=A_R KEHLT L
MEENR M BAR 1008 EBTE
Ef - NERERLBEERITERA
AIBZEEFENENI% - LLERRHZ
LT ERRER -

b) WEREEMRFFE25%22H8 -
BREFEXMN  YR-TENFNA=+
NBERIMEE -

o) HEBMERARRE(BER) HERR -
B RERBEENRE -
%mﬁﬂ B 3

i‘“%/ﬁ?ﬂ@ﬂ*%%ﬁ?ﬂ& CBIE
Fﬁi’ijﬂ[{ﬁ FERK REE SRR
MEEk SEERENEREERET
AAIBAMNESRMENSRKEEHESR
MBERRBEETHZERERE -
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23. FINANCIAL RISK MANAGEMENT (Continued)

The Group has established policies and procedures for
risk management which are reviewed regularly by the
management and the Credit & Risks Management
Committee (the “CRM”), which reports to the Executive
Committee of the Board of Directors, to ensure the proper
monitoring and control of all major risks arising from the
Group's activities at all times. The Group’s Infernal Audit
and Compliance department (“IAC") (which reports
independently to the non-executive Chairman and the
Audit Committee) also performs regular reviews to
supplement the various infernal control measures adopted
by the management and various divisions within the
Group, to ensure compliance with policies and

procedures.

(a) Market Risk
(i) Trading Risk
Market risk arises from Troding activities,
including market-making and proprietary
trading. Trading activities across the Group are
subject to limits approved by management. The
Group's Trading Risk Control Unit (“TRCU”)
independently monitors and reports the
positions, risks and profit and loss (“P&L") of its
proprietary frading activities involving
derivatives, foreign exchange and bullion. In
addition to the TRCU, part of the Group's
propriefary trading exposure is closely
monitored by the Credit department. Proprietary
frading exposures are measured on both a
“markto-market” and a “marktofair’ basis, and
"maximum loss” and “position” limits are used.
Value at Risk (VaR) and stresstests are also used
in the assessment of risk. These are approaches
that assist in the quantification of risk by
combining the size of a position and the extent
of a potential market movement into a potential

impact on P&L.

The Group's various proprietary trading
positions and P&L are reported daily to senior
management for review. The Group's IAC also
performs audits fo supplement the above controls
fo ensure compliance with the established

market risk limits and guidelines.

23. SRERERE (8)
SEERVAREENBRERERF @ I
HAEEENTEESERNEEER
EFERRARERZE® ((FERBREZR
1) EHETRE - AR RR
REBEBMELEZME T ZRARSE N
XEEEEEE - FREIERE R AR EBFIER
MEFEAPEZE B - FEHEZR
ERERER ([18%E8]) (—EmIFERTE
BREREZEGBUIERNIID) HEE
HER  EMERZERRRERFFMU
EAS

(a) 5 E kK
) BEERER

mZERKEEELY  BIEZ
ETMSEBHREEREEEDY - &
BrEEEHAREREELL
REBRS - KB 2 ERERREE
ME(TEERBEZ N B E
BYERRERSRITETA
SNEREE ZBZEETRR - A
%~ FBERER ([B]) < BRE
BRI/ NS - EERINE
FYEREEZHNBLERR
- B2 EHERIRMISER]
RIAFERIGERR  ARE
[Eg ERIR AR IRE - it
S FHE R E RS E AR RE
RENRD  BEFREZRER
BEMSECHBEREL 2BE
FE A ECRR -

SESEAEEREADHAMN
kB  HBRERTERER
EUAHEE - KRB ZEZE TS
EREZ - A5 Ll e
e - HEREREBEEEET 2 TSR
BRIRFERIES -



23. FINANCIAL RISK MANAGEMENT (Continued)
(a) Market Risk (Continued)
[i) Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or
capital arising from movements of foreign

exchange rates.

The Group's foreign exchange risk primarily
arises from currency exposures originating from
its leveraged foreign exchange business or
purchases of foreign securities on behalf of
clients. Foreign exchange risk is managed and
monitored by the relevant department under the
limits approved by the Group's Board or
Executive Committee. In relation to our
leveraged foreign exchange activity, our
position is that of a market-maker, and
accordingly our risk is our open currency
positions which are subject to management
approved limits and are monitored and reported
daily. The other possible risk is primarily a
derivative foreign exchange risk for a client who
does not or cannot meet margin calls following
any period of substantial currency turbulence.
Our principal lending operations are carried out
in local currency to obviate foreign exchange
risk. Accordingly, the Group has no significant
exposure fo foreign exchange fluctuations on

loan assets.

(b) Credit Risk
Credit risk arises from a number of areas. These
include the possibility that a customer or counterparty
in a fransaction may default during the sefflement
process. It also arises from lending, seftlement,
freasury, marketmaking, derivatives, propriefary
trading, and other activities undertaken by the

Group.

23. R EMEE (|
(a) 5 AR ()

(i)

SN EE L
SN B T 1 s T = 8 8 4 28
HEARER 2 AR

SEZIERBRTIEZREEER
IEXREBEBIIZESZF
5 o SNE =2 i A B 2R FTH% S E
EXEANTREEMMEZR
BELERERER - BHERINE
Xu%mE  AREEDEEER
2B Bt SNERFRER
(AXAMEEERHZREAR
H o WESRREEERAERE
B) eFEIMNERRE - S - i
BEPEEEERERRBEARAE
FEXEFRESER - TAEY
SEERITEINERKR - KEX
BZEREBNAR M EHE
17 - DABESMNER R - #Utk - &
B2 BE E N AR EASME
B -

(b) FERER
BHEERABNKERS - BHER
FaZXa8TFAERAREZKBRESD
HIRELR  EERRITATERE R

Eo
TA

XU EH EEEE - T4

Em BEEE UREGEEAMR
MEZES -
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23. FINANCIAL RISK MANAGEMENT (Continued)
(b) Credit Risk (Continued)

(c)

(d

P

The Group's credit manual sefs out in detail the credit
approval and monitoring procedures, which are
established in accordance with sound business
practices, the requirements and provisions of the
relevant ordinances, and where applicable, the
codes or guidelines issued by the Securities and

Futures Commission.

Day-to-day credit management is performed by the
Credit deparimem with reference to the
aforementioned criteria inc|ucling creditworthiness,
collateral pledged, and risk concentration of the
counter-parties. Decisions made daily by the Credit
department are reported and reviewed by the
Executive Directors and senior management of the

Group and by the CRM at its regular meetings.

Liquidity Risk

The Group manages its liquidity position to ensure the
Group mainfains a prudent and adequate liquidity
ratio, in strict accordance with sfatutory requirements.
This is achieved by the management, comprising the
Executive Directors, the Chief Financial Officer and
relevant senior managers monitoring the liquidity
position of the Group on a daily basis to ensure the
availability of sufficient liquid funds to meet all
obligations and compliance with the statutory
requirements such as the Financial Resources Rules

applying to various licensed subsidiaries.

Interest Rate Risk

Interest rate risk primarily results from timing
differences in the re-pricing of inferest bearing assets,
liabilities and commitments. The Group's interest rate
risk exposure arises mainly from margin financing
and other lending activities undertaken. The Group
has the legal capacity to quickly recall such loans or
re-price its margin loans to an appropriate level. Its
interest-sensitive positions can readily be identified.
Inferest rates paid by the Group are managed by the
Finance department with the aim of maximizing the
spread of interest consistent with liquidity and funding

obligations.

23. SRERERE ()
(b) FE =B (4)

SEZEEBRESIFILESE
REERF  ZEREFIEREX
SR BRIEOIZRERARES R
HEEBERZESHH 2 ERT
Ak g Bl METE °
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(d) F = & B
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