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Condensed Consolidated Income Statement

for the six months ended 30th June, 2006

ﬁ/&; [yg»ﬂ*/\q&ﬁ]lﬁ%

B ETARFEANA =+ HIEAREA

The Board of Directors (“Board”) of Allied Group Limited (“Company”)
is pleased to announce that the unaudited consolidated results of the
Company and its subsidiaries (“Group”) for the six months ended 30th
June, 2006 with the comparative figures for the corresponding period

in 2005 are as follows:

B G EIEARAR ((AAF]) EHE ([FEFE)) R
Bl AT B AT (A4 )) éﬁiggg/\

FRNHAZTHIENAA 2 R &
FHAEFR M Z LR BZ T -

Wi e AUER] %

—~?

Six months ended 30th June,

BZEANAB=1THLAHEA
2006 2005
Unaudited Unaudited
—EERE ZEENF
REBEX KA
Notes HK$’000 HK$'000
R FET T
(Restated)
(FEF)
Revenue Wit 3 1,581,347 955,144
Other income HAA 101,360 28,470
Total income A 1,682,707 983,614
Cost of sales BB A 4 (491,221) (138,807)
Brokerage and commission expenses ki b (114,469) (70,611)
Selling and marketing expenses S8 B i 5 4 B B 52 (30,329) (31,564)
Administrative expenses TTHBAZ (280,807) (216,537)
Profit on deemed disposal of partial PN 2 5 B o 2w BT 47
interests in subsidiaries WE£E 2 s ] 5 231,120 -
Changes in values of properties B E ] 6 82,650 336,316
Net loss on deemed disposal ARt BTl A )
of listed associates Z AR 7 (80,784) -
Impairment loss recognised in respect of T AT R R R
an available-for-sale financial asset 2 WAH R 8 (58,203) -
Bad and doubtful debts SRR (52,875) (30,303)
Other operating expenses HoA RS B =2 (75,567) (72,573)
Other finance costs oAt il B AR 4 (100,155) (40,715)
Share of results of associates JREA W 2 A ) SE A 71,502 82,238
Share of results of jointly controlled entities i [F] £ il i~ 36 3 4% 57,914 58,116
Profit before taxation I3 . Al ¥k ) 9 841,483 859,174
Taxation BiIH 10 (78,841) (90,176)
Profit for the period A3 [ vas | 762,642 768,998
Attributable to JRE A T
Equity holders of the Company AR A EOR 491,801 490,587
Minority interests DB R A 270,841 278,411
762,642 768,998
HK$ HKS$
AT I
Earnings per share i e 45 ) 1
Basic FEA 1.96 1.89
Diluted M 1.96 N/A A3

A ALLIED GROUP LIMITED
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Condensed Consolidated Balance Sheet

at 30th June, 2006

s G HEER AR

At 30th June,

At 31st December,

2006 2005
Unaudited Audited
R-BEXRE A RL AR
NB=t+H +=HA=+—H
RICER 8.9
Notes HK$’000 HK$’000
B 5E FET T
Non-current assets RBEE
Investment properties ia g7k S 13 2,605,507 2,626,100
Property, plant and equipment JE BN G 355,051 245,608
Prepaid land lease payments TR 293,556 295,670
Goodwill [k 33,121 33,267
Intangible assets MY 23,100 25,016
Interests in associates R A T 2 RS 2,757,168 2,710,057
Interests in jointly controlled entities WAL R e 26 R AR 923,814 866,394
Available-for-sale financial assets a] Ik B 4 14 834,275 616,857
Statutory deposits fray ek 88,436 32,831
Loans and advances to consumer —FREM AN BEEREF
finance customers due after one year B B 15 1,123,065 1,055,691
Loans and receivables R S AR K 16 84,142 202,306
Deferred tax assets PR TH & 42,276 40,336
9,163,511 8,750,133
Current assets REBEE
Properties held for sale and other BT
inventories HAth A7 & 502,412 520,950
Financial assets at fair value through 7R R 4 HRAR AT (DR BT
profit or loss AR E 17 373,579 241,137
Prepaid land lease payments TAAE 4,449 4,559
Loans and advances to consumer finance ~ —4ERE| 2 FANBH &5
customers due within one year BRI B 15 1,565,995 1,485,499
Accounts receivable, deposits FEMCERR ~ #54 K
and prepayments FEATIKIE 18 2,699,748 2,674,311
Amounts due from associates WA W) R K 11,610 7,384
Amount due from a jointly controlled entity —— [ &) % il 4 2& Kk 1,126 2,159
Tax recoverable ALY [ B IE 3,663 3,842
Short-term pledged bank deposit FLIERAT HEAAE K 1,000 972
Bank deposits, bank balances and cash SRATAERR ~ SRATHE A B4 2,080,653 732,173
7,244,235 5,672,986
Current liabilities RBAR
Accounts payable and accrued charges JEAT Rk B ST 19 1,380,365 1,083,390
Financial liabilities at fair value through 7R R 4 IR 0T (DR B
profit or loss ZEmEfE 327 17,756
Amounts due to associates YN - O/NGIE ¢l 72,523 62,828
Amount due to a jointly controlled entity IR TR R £ 25 EROE 109,062 81,063
Tax payable JREAS B 1A 90,455 44,214
Bank and other borrowings due —AE N B A 2 SRAT
within one year B = A AE B 1,749,942 1,251,889
Other liabilities due within one year — AR B 2 oAb B A 41,530 33,382
3,444,204 2,574,522
Net current assets REEEFH 3,800,031 3,098,464
Total assets less current liabilities HEERARBERS 12,963,542 11,848,597

A ALLIED GROUP LIMITED
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Condensed Consolidated Balance Sheet (Cont'd)

at 30th June, 2006

&R & e A AR (81

A EEANEANA=ZTH

At 30th June,

At 31st December,

2006 2005
Unaudited Audited
R-FEXRE e s i
~H=t+H +-H=1+—H
RICER 8.9
Notes HK$’000 HK$’000
B 5E FET RN
Capital and reserves AR #
Share capital JieAs 20 500,449 508,657
Reserves bt 6,115,554 5,606,087
Equity attributable to equity holders AR BRREMS
of the Company s 6,616,003 6,114,744
Minority interests DERRER 5,114,766 3,998,261
Total equity AR 11,730,769 10,113,005
Non-current liabilities FRBEE
Bank and other borrowings due —AEREI 2 SRAT &
after one year oAt £ 904,647 1,375,763
Loan notes B 21 108,468 144,931
Deferred tax liabilities R JE L TH A 216,472 212,155
Other liabilities due after one year —AEAR B 2 HoAh B A 3,186 2,743
1,232,773 1,735,592
12,963,542 11,848,597

A ALLIED GROUP LIMITED
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Condensed Consolidated Statement of B2 S RERR st i 3

Changes in Equity

for the six months ended 30th June, 2006 HE EZRFEANA=ZTHIEAMEA
Attributable to equity holders of the Company
KOTRAEL
Investment ~~ Capital Non
Share Share revaluation ~redemption ~ Translation distributable  Capital Accumulated  Dividend Minority Total
capital  premium  reserve  reserve  reseve  reserve reseve  profits  resenve Total  interesls  equity
it F ik YU

BE RBEE  EGRE  RERE  EXRE  RERE  WARE 2R
HKS000  HKS000  HKSO00  HKS000  HKS'000  HKS000  HKS000  HK$'000
Tt T T T TEx Tk T TEn

RERE & WRER R
HKS000  HKS'000  HKS'000  HKS'000
Tér Tkt Tk TiEx

At Tst January, 2005 REZZLE-A-H 501300 1519481 176195 180846  (34838) 55226 1,903 2,792,804

26006 5,239,015 3,528,025 8,767,040

Loss on fair value changes of Mk 4:F
available-for sae financial A TEEZH

assels bd i - - (5004 - - - - -
Deferred tax arising on ~~ EfféEEE
revaluation of assets LERHA - - 55 - - - R _

Bxchange differences arising {7 & MR
on translation of operations  EH AR

outsice Hong Kong ZENER - - - - (12) - - -
Share of post-acquision ~ BEIFEAT

feserve movements of ¢ 113

associates fizg - - (39) - - - -

Share of postacquisiion Mt
feserve movemens of Tt Bt
jointly controled entties %% - - - - (390) - - -

- (5,004)  [4545)  (10349)

- (212) (97) (309)

- (1,102) (863)  (1,965)

- (390) (131) (521)

Netincome and expenses B3k I\ iR
recognised directly ZRARRL

in equity 18 - - 898) - (602) - -
Profitattibutable to BRIE(E

equity holders il - - - - - - - 4058
Released on disposal of Rttt

available-for-sale SREREN

financial assets Hi - - (1) - - - - -
Released on disposal of 14t E—HALRIHEH

ajointly controlled entity 3£l - - - - 5) - - -

- (7453)  (5,604)  (13,057)

- 490587 278411 768,998

- (1625)  (1.271)  (2,6%)

- (5) (4) 9)

Total recognised income and  HAC BEZZ AT

expenses for the period i - - (10,603) - (607) - 2127 490,587 - 481504 271,532 753,036
2004 inal dividend “EEMERS

transferred to RiHRs

dividend payable EffRE - - - - - - - - (5957)  (25957) - 5957)
2005 interim dividend CER-FELE

declared RS - - - - - - -9 1918 - - -
Overprovision of dividend Tt &R - - - - - - - 49 (49) - - -
Transferred from accumulated 4 A 2 it FI

profts to capital reserve £ &R - - - - - - 176 (17 - - - -
Dividend distrbutionto~~ ZHEFO#URR

minoriy interests 104 4:) - - - - - - - - - - (110816) (110816)
Shares repurchased and AR &

cancelled BE | (2,164) - - - - - - 9m) - (1,934) - (11,934)
Transferred on share [T

repurchase g - - - 2,164 - - - (2,164) - - - -
At 30th June, REZFEE

2005 i 519,138 1,519,481 165,592 183,010 (35,445) 55,226 4206 3,258,502 12918 5,682,628 3,688,741 9,371,369

A ALLIED GROUP LIMITED
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Condensed Consolidated Statement of Changes in Equity

T AR GRERR S B e (B)

(Cont'd)
for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAEA
Attributable to equity holders of the Company
LIN]EL
Investment ~~ Capital Non
Share Share revaluation redemption ~Translation distributable  Capital Accumulated  Dividend Minority Total
capital  premium  reseve  reseve  reseve  reseve  reserve  profits  reserve Total interests equity
RE Bx it 5%
Bx  RHEE EfEE RERE EXGE  RREE 4IRE  ZHEW  REEE B KRR BEEE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000
TEn T Tér  THn  TEr  TEn Tém  TEn  TEr  TEn TEn TEn
At Ist anuary, 2006 RoBTAE-F-H 08657 1519481 238263 193491  (I7449) 55226 3410 3576008 37637 6114744 3,998261 10,113,005
Gain on fair value changes I 4R K2
of avalable-forsale ATEEEHL
financial assets e - - 130436 - - - - - - 13043 9843 228872
Deferred tax arising on - Eff 42
revaluation of assets RILHE - - (32) - 76 - - - - 44 51 95
Exchange differences arising S &AL R
on translation of operations 42
outsice Hong Kong 2 - - - - 330 - - - - 330 149 479
Share of postacquisition ~~ FEfEEE A
feserve movements of It Bt
associates 28 - - 333 - 645 - 7 - - 6795 814 14919
Share of postacquisiion Mt 4%
feserve movements of Tt et
jointly controlled enities %) - - (40) - (357) - - - - (397) (133) (530)
Netincome and expenses B3k A& iR
recognised directly ZRARRL
i equiy W § - 130697 - 650 - 7 - ST 10667 U8
Profit attributable to Tl
equity holders Bl - - - - - - - 491,801 - 491801 270841 762,642
Released on disposal of A Er [k
available-for-sale SRERR
financial assets Y - -a) - . . . . o) M) (67,258)
Increase on deemed disposal  Hi{F £t &~
of asubsiciary AT - - - - - - - - - - u U
Increase on disposal of partial  &—HE LA
interests in a subsidiary ~ AAMERR N - - - - - - - - - - 5,900 5,900
Released on deemed disposal FiFAih BB &/ Al
of associates g - -0 - (660) - (198 - Sy G0)  (10,691)
Total recognised income and B B2 Z AR
expenses for the period I LAE - - 98206 - 384 - (1,974) 491,801 - 591877 382575 94445
Overprovision of expenses L FE & R
for share repurchased LHEE
in previous year Bl - - - - - - - 333 - 333 - 333
Increase in minority interests (R~ A&
due toplacing of shares R4 DB
of a subsidiary st - - - - - - - - - - B10614 810,614
Acquisiion of additional e~ TME L AlHEA
interests in a subsidiary R - - - - - - - - - - (3,385)  (3,385)
2005 final dividend paid ~~ ER-FFLERHRE - - - - - - - - (7637)  (7837) - (7,637
2006 interim dvidend ~ EER-FERE
declared A - - - - - - S 494) 2494 - - -
Dividend distributionto /MK T Y Bl HIER
minoriy interests i) - - - - - - - - - - (3299)  (43,299)
Transferred from capital BB BTG
reserve fo accumulated £t
profts Al - - - - - - (15) 15 - - - -
Shares repurchased and ~ IRAERI &
cancelled H (6,208) - - - - - - 5100) - B3 - B3I
Transferred on share i)
repurchase E - - - 8,208 - - - (8,208) - - - -
At 301h June, i
2006 AZTR 500449 1519481 336469 201,699  (13,605) 55,226 14213989919 24944 6,616,003 5,114,766 11,730,769
ALLIED GROUP LIMITED Interim Report 2006
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Condensed Consolidated Cash Flow Statement

for the six months ended 30th June, 2006

Bz GBS aER

B TR AR =+ HIEAREA

Six months ended 30th June,

BEAHA=TRHLEKXEA
2006 2005
ZBEREF TR
HK$'000 HK$'000
FHET Tt

Net cash from operating activities REXBAEERSFHE 304,665 57,455
Investing activities REXHK
Net proceeds from placing of share e 5 — T o8 > ) 22 M Ay

of a subsidiary Fr S R R R 1,152,005 -
Proceeds on disposal of available-for-sale 8 AJ {4 45 fjl 5 28

financial assets EES e 118,613 35,650
Dividend received from associate R H Wi /z} AZ L 9,770 966
Payment received (made) for net amount S ME S 43 ) 3R IE TR BE

due from associates zel (Bt #IE 9,617 (35,346)
Proceeds on disposal of partial interest Hy TR BH B 2 W A0 M

in a subsidiary eS¢ 6,359 -
Amount repaid by a jointly controlled entity — ]t b el 4 S 2,470 1,002
Proceeds on disposal of an investment Hd%ﬁg%.I%

property EEEer 1,400 -
Proceeds on disposal of property, :ﬂﬁqﬁﬂ% J?ﬁ)f& KA

plant and equipment B g EA 497 144
Amount advanced from an associate — [ //.\\72% 4 -
Net payment (made) received WkER S (FEH) elEiE

for statutory deposits T4 (55,605) 2,113
Acquisition of associates WA 7 ) (52,546) (5,276)
Purchase of property, plant and equipment A2 Jﬁﬁ%&?ﬁﬁ (17,800) (19,029)
Amount advanced to associates BT W (5,227) -
Acquisition of additional interest W B — F"Wﬁ%“jz

in a subsidiary FHOME 5 (3,958) -
Amount advanced to a jointly — [ LR 2 4

controlled entity i (1,437) -
Addition to intangible assets NEEY G E (1,095) (2,850)
Addition to investment properties WEREYE (245) -
(Decrease) increase in pledged SRATIEFFAE 2R

bank deposits (WD) Hghm (28) 61
Payment received for net amount due HURES AT 1% 2 )R E T

from investee companies Z B MRIE - 3,603
Acquisition of subsidiaries WA B T 2 ) - (62,416)
Purchase of available-for-sale B TR

financial assets A0l - (705)
Net cash from (used in) investing activities REXBKAELE (FTH) RLFHE 1,162,794 (82,083)

ALLIED GROUP LIMITED
BERBEBERLA
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Condensed Consolidated Cash Flow Statement (Cont'd)

for the six months ended 30th June, 2006

A &5 5 Bl

mER (B

B ETARFEANA =+ HIEAREA

Six months ended 30th June,

BEAA=THILEAEA

2006 2005
—ERERF SERTIAF
HK$’000 HK$’000
FTET THET
Financing activities B K
New bank and other borrowings raised BT ST B H A 274,534 662,000
Amount advanced from a jointly — [ [ o A 2
controlled entity K 28,000 -
Amount advanced from associates W o F BGR 100 153
Proceeds from issue of shares — B 2 =D R AT ALy
by a subsidiary Z T3 IE 63 -
Repayment of bank and other borrowings — fE#RR1T K H At {4 & (212,094) (426,160)
Amounts paid on share repurchase S o JB2 473 BT S A5 3T (53,314) (11,934)
Dividend paid by subsidiaries W g 2 1) 20 B R
to minority interests RAT R B (43,054) (102,295)
Repurchase of loan notes i AGIRE St (39,741) (60,000)
Dividend paid EATHRE (37,637) -
Net distribution to minority interests T O H R RS 2 TR TR AR (302) -
Amount repaid to associates TR W ROA (167) -
Net cash (used in) from financing activities BEX#K (FTA) MELRSTE (83,612) 61,764
Net increase in cash and cash equivalents R&RBESEEYILMFHE 1,383,847 37,136
Effect of foreign exchange rate changes ERxggyove 139 9
Cash and cash equivalents REBMZRERRE
at the beginning of the period ZEY 639,477 706,460
Cash and cash equivalents at the end REZRZRERRS
of the period ZEY 2,023,463 743,605
Analysis of the balances RERASEENMEFTZDN
of cash and cash equivalents
Bank deposits, bank balances and cash SRATAERN ~ SRATHE A7 M4 2,080,653 884,831
Bank overdrafts HATIE L (57,190) (141,226)
2,023,463 743,605
A ALLIED GROUP LIMITED Interim Report 2006
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Notes to the Condensed Consolidated Financial
Statements

for the six months ended 30th June, 2006

T87 W £ 65 T 55 i 3 B e

1.

A

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure
requirements set out in Appendix 16 of the Rules Governing the
Listing of Securities (“Listing Rules”) on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) and with the Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA").

SIGNIFICANT ACCOUNTING POLICIES

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

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
Group’s annual financial statements for the year ended 31st
December, 2005.

In the current period, the Group has adopted, for the first time, a
number of new standards, amendments and interpretations
(hereinafter referred to as the “new HKFRSs”) issued by the HKICPA,
which are effective for accounting periods beginning on or after
1st December, 2005 or Tst January, 2006. The adoption of these
new HKFRSs has had no material effect on how the results of
operations and financial position of the Group for the current or
prior accounting periods are prepared and presented.

Potential impact arising on the new accounting standards not yet
effective

The Group has not early applied the following new standard,
amendment and interpretations that have been issued but are not
yet effective and are pertinent to the operation of the Group. The
directors of the Company (“Directors”) anticipate that the
application of these new standard, amendment and interpretations
will have no material impact on the results and the financial
position of the Group.

Presentation of Financial Statements:
Capital Disclosures'

Financial Instruments: Disclosures'

Applying the Restatement Approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies?

Scope of HKFRS 23

HKAS 1 (Amendment)

HKFRS 7
HK(FRIC) — Int 7

HK(FRIC) — Int 8

Reassessment of Embedded
Derivatives*

HK(FRIC) — Int 9

! Effective for annual periods beginning on or after 1st January,
2007.

2 Effective for annual periods beginning on or after 1st March,
2006.

3 Effective for annual periods beginning on or after 1st May,
2006.

4 Effective for annual periods beginning on or after 1st June,
2006.

ALLIED GROUP LIMITED
BERBEBERLA

VLR AR BB IR AR T4 B W I G 20 5 i A PR
AT (2T )) R 2% BRI (T LT RLRL) B
BN BITHCCE ERE R e R A &
([EratimAg ) s 2 A s g st el ([eratiE
L) #3458 [ A RS 4 ] A e -

FEETEER

Bt T3 Tz il T B H0d R L LA PR
FHEAN o AT ISR BB AR 1R S AR
H SR AR B

AT A A BB SR (8 ) 2 B R ) B AR 4
BEE —FENFET A=+ HILFEZFE
JBE A5 R BT AR 5 AR AT — B

TRASIAH] > AR SR B UCBR B R B A A
E2 )/ =2 <5 T Sy i Rl B = e == 0 Sl
— H AR B i 2 w0 ] AR 2 2 RO il
R - BRT KR R (LR SEAR (07 o B s v
WU o BRAR 2 S5 07 F 5 i o Y JU 36 AR 4 [ A A
SO B0 1w I ) 2 A A T B B IR DL A
NEVINIX YN

AR AR 2 B it R 2k 2 T A R

A B S A AR S 4 B LA A 2
ASE B 2 SEHE I R e R B RT R
B o AT ([FEH]) TR B aZ 550l
THERN ~ ERT R RS A AR I 2 S
WABSIR DU AR RS 28 -

Gt eI 158 WMHs kR 2 25
(CHES B
SR ot T 55 7 5 EMTE e
A (2 P i JE et e A 5295k
Hel)) — R RESH7 58 B R I AR A
H Y B i
HFI %2
A (2 P A i S 1t v R 55 2 5
Hel)) — R RESH BT Z e
A (R B 5 H A A TR TR

HEl) — RSk

v OREEFFRE A - BRI A

AR 2K o

2 R TERAREZA B ERREE

HAMI AR -

S R TERANERA - HRZ KM Z AL

AR 2K o

CORTERAREARA - BB ERREE

HAMI AR -
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Notes to the Condensed Consolidated Financial Statements
(Cont'd)

for the six months ended 30th June, 2006

187 W £ 6 W 85 Wi R B R (B

3. SEGMENTAL INFORMATION

AL 2 SRS H R TN

Analysis of the Group’s business segmental information is as

A

follows:
Six months ended 30th June, 2006
BE-_ZEXRERA=TAHLKEA
Property
Investment, development  Corporate
brokingand ~ Consumer and and other
finance finance  investment  operations Total
RE - E& MERRE TER
RER  RAREK RRE  HEK B_E
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000
FHET FHET FET TR FHET
Revenue Wi 1,021,532 515,084 88,974 8,201 1,633,791
Less: inter-segment revenue 5 Ay 2 Wik (42,192) - (4,227) (6,025) (52,444)
979,340 515,084 84,747 2,176 1,581,347
Segment results IR 267,700 285,396 117,376 (8,586) 661,886
Profit on deemed disposal of partial B R B A 7]
interests in subsidiaries TR RE 25 2 i A 231,120
Net loss on deemed disposal of IR & LTS A F
listed associates IR (80,784)
Other finance costs bR & A (100,155)
Share of results of associates R At i /A ) AR 71,502
Share of results of jointly controlled TEAG LR E ] 422K
entities ES (18) - 57,932 - 57,914
Profit before taxation Bt i s A 841,483
Taxation BiIE (78,841)
Profit for the period A A 762,642

ALLIED GROUP LIMITED
BERBEBERLA

Interim Report 2006
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Notes to the Condensed Consolidated Financial Statements &

I3 45 £ B s A A e GO

(Cont'd)
for the six months ended 30th June, 2006 BEZFZAREAH=ZTHIEAMA
3. SEGMENTAL INFORMATION (CONT’D) 3. oHER @
Six months ended 30th June, 2005
BE_ZEHFANA=THIEAEA
Property
Investment, development  Corporate
brokingand ~ Consumer and and other
finance finance  investment  operations Total
#E - K4 VESI 3 ¥R
PEA:] FAN B B oAb 3R M
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
T T T T T
(Restated) (Restated) (Restated)
(H51) (H51) (H51)
Revenue W i 458,008 420,777 86,344 2,519 967,648
Less: inter-segment revenue bR Pl e (7,354) - (2,650) (2,500) (12,504)
450,654 420,777 83,694 19 955,144
Segment results VisiE 113,928 284,073 372,443 (10,909) 759,535
Other finance costs oAt A AR (40,715)
Share of results of associates JREA B/ ) 24K 82,238
Share of results of jointly controlled JREA L ] 2 ) £ 2
entities ES 2 - 58,114 - 58,116
Profit before taxation Bt i s 859,174
Taxation BiIH (90,176)
Profit for the period 7349 P i 768,998

A

Inter-segment transactions have been entered into on terms agreed
by the parties concerned.

During the period under review, less than 10% of the operations
of the Group in terms of both revenue and segment results were
carried on outside Hong Kong. Accordingly, no geographical
segmental information is shown.

G BIN 2 52 50 AT T 405 i 2 i
T

TR R > A S L 7 i DA S/ b I 22 Wi B
Gy HB2ERT 5 T 2 L DR 10% o PRSI A
BBl [543 R ©

FINANCE COSTS 4. BEHRKN
Six months ended 30th June,
BZEAA=1+HIEAREAR
2006 2005
—EBEXRE TERE AR
HK$'000 HK$'000
FHxT Tt
(Restated)
(FE31)
Total finance costs included in: FEATAIIE H 22 BE AR A%
Cost of sales RN N 23,835 4,741
Other finance costs HoAth il BLAR 100,155 40,715
123,990 45,456

ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

187 B £ 65 WA 85 Wi R B R (B

#

B RENAENAZ TR IEAMEA

5.

A

PROFIT ON DEEMED DISPOSAL OF PARTIAL INTERESTS IN
SUBSIDIARIES

Allied Properties (H.K.) Limited (“Allied Properties”), a listed
subsidiary of the Company, through its wholly-owned subsidiary,
had completed share placing of 169,000,000 shares (“1st Share
Placing”) and 79,000,000 shares (“2nd Share Placing”) of Sun Hung
Kai & Co. Limited (“Sun Hung Kai”), a listed subsidiary of Allied
Properties, on 22nd May, 2006 and 10th August, 2006 respectively.
The top-up subscription of 248,000,000 new shares of Sun Hung
Kai was completed on 10th August, 2006. The shareholdings in
Sun Hung Kai held by Allied Properties before the 1st Share Placing
and after the top-up subscription were 74.99% and 62.54%
respectively. The total profit arising from the deemed disposal of
the partial interest in Sun Hung Kai as well as United Asia Finance
Limited (“UAF”, a subsidiary of the Company), of which 7.27%
was held through Sun Hung Kai, arising from the placing and top-
up subscription of 248,000,000 shares of Sun Hung Kai was
estimated to be approximately HK$321,215,000. The profit on
deemed disposal attributable to the top-up effect of the 1st Share
Placing, amounting to HK$231,120,000, was recognised in the
income statement for the current period accordingly.

CHANGES IN VALUES OF PROPERTIES

5.

BESHENB QRO ER 2 BRI

WhaHE (Fih) G RAR ((HEHE] > ARAF
Z EHiE A F) ERELEEE A TR D EE
NAERAZ T H RZEERNAENHA AR
SERL A M EE 2 b T B A R A BRA R
(FBrissE]) 169,000,000% (55— BB E])
F179,000,000 B B (135 R B fin & )) 2 B
PYELEE o PSRBT a8 IE2 48,000,000 5
BB —EENENA T HER o RS
— UK A0 T 5 T B e B % 8 AR 8 AR
WA M A B G 28 2 KR IERE > 0 Al £574.99%
K}62.54% o 2% A B Mo B R %
248,000,000 BB BB AL A T i A= 2 A E 2y Hh B
ST Ik R AR D B A D N B A WA S A R
A (TR A RS > Hop7 27 % 8 i i 5 7
) FHELS 2 M FIAEFT 40 44321,215,000%
JG ° FEASE W B 2 e e
WU Z e EREF £5231,120,0008 5T > 1L
EL A AR JA [H] 2 i 25 R AR AR, o

VIREESD

Six months ended 30th June,
BZEANA=THLA<EAR

2006 2005
—EERE TEFRAF
HK$’000 HK$’000
THET T
(Restated)
(FE51)
Changes in values of properties VB O
comprise:
Increase in fair value of investment BEW R A TEE
properties Hm 99,703 306,538
(Write-down) reversal of write-down  (ilfjs) # [l L EY %2
of properties held for sale s (18,700) 24,925
Reversal of impairment loss of 5 1007 1 ) 2 2
hotel property 18 1,647 4,853
82,650 336,316
ALLIED GROUP LIMITED Interim Report 2006
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8

B TR AR =+ HIEAREA

7.

A

NET LOSS ON DEEMED DISPOSAL OF LISTED ASSOCIATES 7. REABHELTHEATZESERE

Six months ended 30th June,
BEAA=THLEAEA

2006 2005
—EERE TEFRAF
HK$’000 HK$’000
FTHET T
Net loss on deemed disposal of listed ~ $I/E % & LTS A Rl 2
associates arises from the following:  ERIFHK A :
(@) — Exercise of unlisted warrants of (@) ——AEREE AT — ] LT A A
a listed associate conferring Z LR RS - H T R
rights to subscribe for up to 578,800,000/
78,800,000 new shares by a B 2
subscriber HEFI 67,905 -
— Share placing and top-up — A TEREREN A LU EE
subscription of shares of the 77 S HE B BB b
listed associate in April 2006 ikl dlis 12,965 -
(b) Exercise of warrants and share (b) 3 4h—TH b T2 F
options by another listed PR ERE B RR IR HE
associate WAL (86) -
80,784 -

IMPAIRMENT LOSS RECOGNISED IN RESPECT OF AN 8.
AVAILABLE-FOR-SALE FINANCIAL ASSET

It represents the impairment loss of HK$58,203,000 (2005: Nil)
provided by the Group relating to the Group’s 12.5% interest in a
Kuala Lumpur hotels project after the Court of Final Appeal
delivered its decision, dismissing the Group’s final appeal. The
details of the litigation have been disclosed in the contingent

liabilities of the 2005 annual report of the Company.

ALLIED GROUP LIMITED
BERBEBERLA

RAMHESHEERI ZRERFR

M TE A 42 [ A S T e 5 AR SR R 2 F
K EFRE > SRR EH Y S EE 2
12.5%HE 4 42 1 2 BEE1E58,203,000% 70 (—
TR 8 o FFEHORAAN A ZEEH
AR SR B A 5% -
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Notes to the Condensed Consolidated Financial Statements  f&j BH 45 & BA %5 R = Ml 5 (48)
(Cont’d)

for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAEA

9.  PROFIT BEFORE TAXATION 9. BRFIADER

Six months ended 30th June,

BEASNA=THLEAEA

2006 2005
—EERE TEFRAF
HK$’000 HK$’000
FHET T
(Restated)
(FE51)
Profit before taxation has been R i U6 A 4T BR
arrived at after charging:
Amortisation of intangible assets ST & A 1,946 1,686
Amortisation of prepaid land lease izt CiR
payments WY 2,224 2,262
Depreciation g 16,241 17,164
Loss on disposal of partial interests o B J O A A7
in a subsidiary RS R 1E 261 -
Net unrealised loss on derivatives FITAE B b 2 A 5 B TE VR AR - 1,358
Net unrealised loss on financial BRI IRAL A TEEE I
assets at fair value through BREE L REB
profit or loss e 1R A - 1,219
and after crediting: WeEwA
Dividend income from investments ERARRREZ
in listed equity securities BB A 10,062 8,874
Dividend income from investments FEHRABHREZ
in unlisted equity securities BB A 3,332 4,581
Excess of net fair value over TR s Jie— T 8 ) A A
consideration arising from TR AR 25
acquisition of an associate (ELH57E Al
(included in other income) WA A7) 9,011 -
Interest income FLEMA 622,741 495,074
Net profit on dealing in leveraged FEHESNESE 5
foreign currencies R IRE::) 4,131 2,817
Net profit on disposal of H B T R i A AR
available-for-sale financial assets (BL3ETE HAt
(included in other income) WA N) 68,706 2,951
Net profit on other dealing activities — FHofth = 2 1% B 2 iz £ 1F 46 17,725 2,306
Net realised profit on derivatives AT fh 2 B B R VR AR 9,508 10,635
Net realised profit on financial BB AT IR AP EEF 2
assets at fair value through BMEE TR
profit or loss R IRE:) 13,523 2,073
Net unrealised profit on derivatives A7 2 S Wi 22 oA 388 B g P T B
(included in other income) (EFETE H AU A N) 6,406 -
Net unrealised profit on financial BRI IRAL A TEEE I
assets at fair value through profit <5 2 R B B M T
or loss (included in other income) (ELIETE H ALY A A) 6,845 -
Refund of interest expenses in HRPE R R e
respect of litigation related to AL B
Kuala Lumpur hotels project JHH ZFFiAZ
pursuant to Court of FE
Appeal Judgment il - 14,011

ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8

10. TAXATION

Six months ended 30th June,
BEAA=THLEAEA

2006 2005
—eexE SEERN
HK$’000 HK$’000
FHT T
(Restated)
(%)
The charge comprises: BT SCH LA -

Current tax: A BABLIA
Hong Kong i 75,803 58,791
Outside Hong Kong B s A AP 553 209
76,356 59,000
Deferred tax PEHEHLTH 2,485 31,176
78,841 90,176

Hong Kong Profits Tax is calculated at the rate of 17.5% on the
estimated assessable profits for both periods.

Taxation outside Hong Kong is calculated at the rates prevailing in

the relevant jurisdictions.

A ALLIED GROUP LIMITED
BERBEBERLA

T B P 2 A U RSB0 2 LA I 2 Al s TR A
s IR BIER1 7 5%FE -
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-
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18 Notes to the Condensed Consolidated Financial Statements i BH %33 & BA 75 He 32 B 5 (480)
(Cont'd)
for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAEA
11. EARNINGS PER SHARE 1. 8R&EF
The calculation of basic and diluted earnings per share attributable AR ) B R IR B AR T M 2 ) T 4% LR
to the equity holders of the Company is based on the following: HIHFH
Six months ended 30th June,
BEXA=THLAEA
2006 2005
—EERE TEERAF
HK$’000 HK$’000
FTHET Tt
(Restated)
(FEF1)
Earnings 87
Earnings for the purposes of basic AT A IR S A 5 ) 2 2 )
earnings per share (profit for the (A R
period attributable to equity holders &A1& 1 iy
of the Company) T A1) 491,801 490,587
Effect of dilutive potential ordinary 200 I 2 T A
shares: HURE
Adjustments to earnings in respect of i 1B & 28 7 2 SR REHER
the effect of dilutive potential JIT I A 2 A SR VR
ordinary shares arising from R A
warrants of a subsidiary TR (30) -
Adjustments to the share of results of — $&H# A Bl A A 2
associates based on dilution of HR B AL T T 2640
their earnings per share Vet 2 % (673) -
Earnings for the purposes of diluted At SR e A v A )
earnings per share ZEM 491,098 490,587
000 000
FR T
Number of shares RHEE
Weighted average number of shares for i A3 45 B = A T 4 i 2 1|
the purpose of basic and diluted Z IR I
earnings per share RSk 251,200 260,136
12. DIVIDEND 12. RE
Six months ended 30th June,
BESA=THLAEA
2006 2005
—EERE TEERA
HK$’000 HK$'000
FHET Tt
Ordinary shares: HAE
Interim dividend of HK10 cents B EBO OWE AL (ZFF A4
per share (2005: HK5 cents) 5L 24,944 12,918

The amount of the interim dividend for the six months ended 30th

June, 2006 has been calculated by reference to 249,438,423 shares
in issue at 14th September, 2006.

During the period, the Company paid dividend of HK$37,637,000,
representing HK15 cents per share, in respect of the final dividend
of 2005.

A

ALLIED GROUP LIMITED
BERBEBERLA

BECETNEASAZTHIEAEA Z Pk
BEHETI2%N " FFNNELA TN E B 8T
R05249,438,423 5 -

RARKAM > RN FIC M —EE L ERR SR
137,637,000 T2 X B > SR A1 54
e
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Notes to the Condensed Consolidated Financial Statements  f&j BH 45 & BA %5 R = M 5 (&) 19

(Cont'd)
for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAAA
13. INVESTMENT PROPERTIES 13. REWXE
HK$’000
T
Valuation fhiE
At Tst January, 2005 AZEEHFE—H—H 2,091,768
Addition ¥ 780
Acquisition of subsidiaries Wi Y g 2 ) 39,362
Disposal HE (12,600)
Transferred from properties held for sale LESH JSRE X/ S 47,160
Transferred to property, plant and equipment Y ~ WU B A R
and prepaid land lease payments ik CiR (17,531)
Overprovision of construction costs R A B R (12,814)
Increase in fair value during the year SR TEER 489,975
At 31st December, 2005 W oFERAETHA=1T—H 2,626,100
Addition #m 213
Transferred to property, plant and equipment Y - W TR (106,509)
Disposal e (14,000)
Increase in fair value for the period R ASFE BRI 99,703
At 30th June, 2006 W FEFENEASA=ZTH 2,605,507
The fair value of the Group’s investment properties at 30th June, REHBEWER —FEANFASAA=ZTHZA
2006 has been arrived at on the basis of a valuation carried out at ST (1 £ AR 5 ey BELA B2 O O 20 0 W - B S Al
that date by Norton Appraisals Limited, independent valuers not L 0 B A A BR A A E B AT 2 Ak (B
connected with the Group. e
A ALLIED GROUP LIMITED Interim Report 2006
BEEBEERARXA CERTNE PR



20 Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 0 5 T 85 i 3R Bk (B8

B ETARFEANA =+ HIEAREA

14. AVAILABLE-FOR-SALE FINANCIAL ASSETS

14, IHHESRERE

At 30th June, At 31st December,

2006 2005
R-ZBEXRE I S Nk
~B=Z+R  FZH=+—H
HK$’000 HK$’000
FHET Tt
Listed equity securities, M E T EHTRAR S
at market value, issued by 7 i{E
corporate entities
Hong Kong i 657,986 531,625
Outside Hong Kong FrE LA b 6,872 4,444
664,858 536,069
Unlisted equity securities, M SEE AT 2 IF BT RASRE IR
at fair value, issued by AN TEE
corporate entities
Hong Kong HFE 22,537 22,537
Outside Hong Kong FrHE LA [ 146,880 58,251
169,417 80,788
834,275 616,857

15. LOANS AND ADVANCES TO CONSUMER FINANCE CUSTOMERS 15. A BEEEFERRBR

At 30th June,

At 31st December,

2006 2005
R-BEARF AT ERL A
NA=t+H +=H=+—H
HK$’000 HK$’000
FHExT Tt
Loans and advances to consumer FAMBRF SR K
finance customers Bk 2,876,355 2,722,602
Allowance for doubtful debts R (187,295) (181,412)
2,689,060 2,541,190
Less: Amount due within i — A R B R N A
one year and shown T
under current assets HT (1,565,995) (1,485,499)
Amount due after one year —4EA% 2 B K IE 1,123,065 1,055,691

ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8 21

16.

17.

A

LOANS AND RECEIVABLES

At 30th June, At 31st December,

2006 2005

R-BEXRE e s i

ANA=1+H +—-H=+—H

HK$’000 HK$’000

FHET THsoT

Loan note of a listed associate —[H EHBE A R 2 SRR 78,000 78,000
Amounts due from investee Fr & A

companies (note) Rk (FEEE) 6,663 124,687

Others oAl 926 1,066

85,589 203,753

Less: Impairment W IAE (1,447) (1,447)

84,142 202,306

Note: A sum totaling HK$118,003,000 for the interest in the Kuala Lumpur hotels
project was derecognised and then recognised as an available-for-sale financial TH RS
asset after the Court of Final Appeal delivered its decision, dismissing the

Group’s final appeal.

BT« T BB IS TE H A 25 45118,003,000% 762 HERS £V
B 58 05 e A L 58 ) A B I 2 SR BRIV
PRE TR 2 W L o B 4 B o

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT ORLOSS 17. ERERRIEZAFEERECSHEE

At 30th June, At 31st December,

2006 2005
R-ZBBRE W FR LA
ARB=+H tZH=+—H
HK$’000 HK$’000
FHET Tt
Financial assets held for trading HIFEELREE
Listed equity securities, at EATRARE S > T
market value issued by BT BT
corporate entities
Hong Kong Hils 81,768 94,329
Outside Hong Kong B s A AP 2,080 2,534
issued by banks i SRATEEAT
Hong Kong FLRTE 60,091 20,654
Outside Hong Kong B s A AP - 87
issued by public utility entities M A BT
Hong Kong T 33 33
143,972 117,637
Unlisted equity securities, at fair AW LMD IR A M T
value issued by corporate LT RARE IR -
entities outside Hong Kong N AR 219,772 119,514
Warrants and options listed in WA b 2 BRI T R
Hong Kong, at fair value YN FEE 9,267 3,508
Others HAth 568 478
373,579 241,137

ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

187 B £ 65 WA 85 Wi R B R (B

B ETARFEANA =+ HIEAREA

18. ACCOUNTS RECEIVABLE, DEPOSITS AND PREPAYMENTS

Included in accounts receivable, deposits and prepayments are
trade receivables totalling HK$1,094,242,000 (at 31st December,
2005: HK$1,181,355,000), the aged analysis of which is as follows:

18.

BWIRR « & RENKRE

FEA BN IR K ~ 44 B TR FRIE A 2 30 1
I 5 IR AL ,094,242,00086 08 (IR —F
EHHE+-H=+—H :1,181,355,000%
Jo) > HIERE ST

At 30th June, At 31st December,

2006 2005

R-BEARF A S D

ANA=1+H +—-HA=+—H

HK$’000 HK$’000

FHET THsIT

0 to 30 days E#E30H 1,049,429 1,155,721
31 to 180 days 312180 H 13,089 16,849
181 to 365 days 181 £ 365 H 1,771 778
over 365 days 365 HELE 173,237 167,080
1,237,526 1,340,428
Allowance for doubtful debts R (143,284) (159,073)
1,094,242 1,181,355

No ageing analysis on margin clients’ receivables is disclosed as,
in the opinion of the Directors, an ageing analysis is not meaningful
in view of the nature of business of securities margin financing.

The maturity profile of term loans is disclosed in note 27.

There were listed and unlisted securities and properties of clients
held as collateral against secured margin loans and term loans.
The fair value of the listed securities at 30th June, 2006 was
HK$8,205,080,000 (at 31st December, 2005: HK$6,272,527,000).

19. ACCOUNTS PAYABLE AND ACCRUED CHARGES

Included in accounts payable and accrued charges are trade
payables of HK$888,220,000 (at 31st December, 2005:
HK$848,151,000), the aged analysis of which is as follows:

19.

PR B A R R T A
JRE WAL J 25 15 KO 2 Rl 43 A l0 S T 3 > T
3 95 55 AT BRI MR B AT o

AR 2 BRI BT 5 2 7 JH R R -

AEBMFAFEFZ LA - ELAELERY
% EAKEPIUSA MRS A K
ZAEIRG o EHTREARR S ANFSH=1H
2N TE{E £8,205,080,0008 7T (ff —FE A
F+H=1+—H :6,272,527,000#5T) °

R R ERTE R

FEA AR BT 2 N2 B TR 5
MRk A% 3:888,220,0008 5T (it ~FF R AE+
“H=+—H :848,151,000#70) - HAEH/>
W -

At 30th June, At 31st December,

2006 2005

REBERE R EE A

RB=+H tZH=+—H

HK$’000 HK$’000

THET T T

0 to 30 days EFE30H 838,717 820,787
31 to 180 days 31 £ 180 H 19,797 4,336
181 to 365 days 181 £ 365 H 866 508
Over 365 days 365 HELE 28,840 22,520
888,220 848,151

A ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8

20. SHARE CAPITAL 20. B
Number
of shares Value
ROEE BE
HK$’000
T
Ordinary shares of HK$2 each TR IE 2 T2 i
Authorised: B
At 31st December, 2005 and ATEEHETA=T—HK
30th June, 2006 ZERENRFASNA=ZTH 650,000,000 1,300,000
Issued and fully paid: E BT RHMERA -
At 1st January, 2006 NZERENE—H—H 254,328,423 508,657
Shares repurchased and cancelled I [ 2 S Ay (4,104,000) (8,208)
At 30th June, 2006 WEFERNREAH=ZTH 250,224,423 500,449

During the period, the Company repurchased a total of 4,104,000
of its own ordinary shares at an aggregate cost of approximately
HK$53,314,000, which included transaction costs of
approximately HK$203,000, on the Stock Exchange. The
repurchased shares were cancellable upon repurchase and
accordingly the issued share capital of the Company was reduced
by the nominal amount thereof. The premium on repurchase was
charged against accumulated profits.

21. LOAN NOTES

AR R 5 AN B AR B 3 BT DA AR AR AR A
53,314,000 70 (LA 5528 5 2 H149203,000
W5 oT) B ) HoAS B 2 W9 A 354,104,000 o
T M [ S0 B [ R FT B > AR AR B
A7 A AR BN BR A BRI 1 2 TR AR » P (B IR
B Al AE O FF BRHis A P ok -

21. EREE

At 30th June, At 31st December,

2006 2005
R-EEEARF AR
XA=tH t+ZA=+—H
HK$’000 HK$’000
THET T
At amortised cost REBHRAEHE

Loan notes issued by the Company RN FEAT EHE R 43,031 80,679

Loan notes issued by a — [ _E T 4wl EEAT
listed subsidiary 2B 65,437 64,252
108,468 144,931

The loan notes of the Company and those of the listed subsidiary,
Sun Hung Kai, were issued as part of the consideration for the
repurchase of shares of the Company and Sun Hung Kai
respectively. The loan notes issued by the Company bear interest
at 2.25% per annum and are due on 15th August, 2008. The loan
notes issued by Sun Hung Kai bear interest at 4% per annum and
are due on 7th March, 2008. The effective interest rates are 7.0%
and 7.9% per annum respectively.

A ALLIED GROUP LIMITED
BERBEBERLA

AT S BB A FE s 2 B R 0 Ty
BEATAE 00 A S AT B A1 AR N 5] RO =R 2
B AT o AR A BEAT 2 BB ZE 8 LU AE B R
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

187 B £ 65 WA 85 Wi R B R (B

22. CONTINGENT LIABILITIES

A

22. RAREE

(@) At 30th June, 2006, the Group had guarantees as follows: (@) MFENFENAZTH . AEEFELEZ
TR
At 30th June, At 31st December,
2006 2005
REBERE R R
AA=t+HB A= ‘f“ H
HK$'000 HK$'000
THET T
Indemnities on banking A [ 4 i T A
guarantees made available to IR SRAT o DR
a clearing house and 1ty B A
regulatory body HR 5,540 5,540
Other guarantees HAER 8,152 7,084
13,692 12,624
(b) On 4th February, 2004, Sun Tai Cheung Credits Limited by M-FEZMEZHAMHA > Shanghai
(“STCC”) and Sun Hung Kai Investment Services Limited Finance Holdings Limited (TSFHLJ) [1][A]
(“SHKIS"), both indirect wholly-owned subsidiaries of Sun R IREE L MR G IS A R B A
Hung Kai, were served with a writ attaching statement of ARATE (G BIRME]) ZMimA5 &R
claim (“200/2004”) by Shanghai Finance Holdings Limited BA BT (GISAAR ) A R
(“SFHL”), claming, inter alia, that the sale of shares in Shun Bl s 2 A1k (1200/2004)) > B3R (H
Loong Holdings Limited (“SLHL”) (“Shun Loong Shares”) by @Tﬁ W ERGE EA R E Y
STCC as assignee to SHKIS (for a consideration of TN REE A TR ZEARA T+
HK$36,500,000 subject to additional amounts in a total sum T H 2 B ek ) e S I
not exceeding HK$15,700,000 which might have been SEEERAR (TNEREEE ] 2 Behy (TIERE
payable one year from the date of completion under certain &e#y]) (FEfE36,500,00047C » TEA Tk
conditions) pursuant to a sale and purchase agreement dated PERURRT - MR sl H 01— SRR HA X
25th June, 2003 be set aside, or alternatively, against STCC FEARHE15,700,0004 62 FXIE) > B
for damages and an account as to the amount received by SRR B 4 T B R A B AT 4
STCC in respect of the Shun Loong Shares. The writ is being B3R AF BUERE B BT I 2 38 - IR
vigorously defended. STCC and SHKIS were properly advised TEIEWNG )15 5E © B8 B IR AR Bk EE4L
at all times during the transaction and believe that the claim BHEZE I — B ek A T - A
is not soundly based and have applied to have the claim FARRRMEHEEALE - W BiEa R
struck-out. The proceedings have been stayed until further RIE - AWAERTPHET (M . B
order by the court. LA
(c) InJune 2006, Sun Hung Kai received notice of a 2001 order () ZETNENH > BSEEE RIS
made by the Hubei Province Higher Peoples Court in China AN R BB 2 2001 4T A - F
freezing US$3 million of funds of Sun Hung Kai Securities A BRETHTIRAE 2 B 2 G E A RDRTh A
Limited (“SHKS”) (or assets of equivalent value), a direct HEFA PR A (THEsEEE 2% ]) 3,000,000
wholly-owned subsidiary of Sun Hung Kai, pursuant to which RITHY S R EEE) - BIL > skt
SHKS’s shares in Chang Zhou Power Development Company AR B RN B D B R A TR A B 2 Ay
Limited in China (“Shares”) (worth US$3 million) were (e ]) (fR{E3,000,00037T) Efﬁa%&
subsequently frozen. SHKS had sold the Shares in 1998. BRES o BRHERE R B R — UL &
Pursuant to a further agreement in 2001, SHKS received Wy o MIE—FF—EZH— Ml
indemnities and waivers as to any potential liability. Sun Hung B AE A2 L VR E B AT UG S B AR
Kai will further investigate the matter but at this stage it does R o IR A > (HTE
not consider that it is appropriate to make any provision in B I DLT A58 5 8 AR AT o
the circumstances. It will make a final decision once its FROE A& TAER - AF H RAZ PROE -
investigation has been completed.
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(Cont’d)
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23.

24.

25.

A

CAPITAL COMMITMENTS

23.

EARERE

At 30th June, At 31st December,

2006 2005
R-EEARF ME ﬂ@
XA=tR A=t
HK$’000 HK$’000
THET T T
Capital expenditure contracted SRR s R o
for but not provided for in VEUEME 2 EA
the financial statements B 2 2,977 32,124
Capital expenditure authorised EERMEERESZ
but not contracted for EAPH S 2,283 2,259

OPERATING LEASE COMMITMENTS

At 30th June, 2006, the Group had outstanding minimum lease
payments under non-cancellable operating leases, which fall due
as follows:

24, EXMBHOEE

At 30th June, 2006

R EERERA =+ H > AL A AR
éj%fﬂ%@ﬁﬁéﬁﬁi‘?ﬁﬂ%ﬁFﬁ'ﬂﬁiﬁZ%ﬁ*ﬂE%ﬁ
AT -

At 31st December 2005

RZBEARE BRI
~A=+1+H +oA= 1“ H
Land and Land and
buildings Others buildings Others
T RIEF Hft LR HoAtb
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET Tt Tt
Within one year R—4ER 44,652 5,991 43,222 406
In the second to fifth years W B AR
inclusive (BT R 26,294 716 32,771 -
Over five years R A AT - - 84 _
70,946 6,707 76,077 406

Operating leases are negotiated for terms ranging from one to three
years.

PLEDGE OF ASSETS

At 30th June, 2006, certain of the Group's investment properties,
hotel property, land and buildings, prepaid land lease payments
and properties held for sale with an aggregate carrying value of
HK$3,632,283,000 (at 31st December, 2005: HK$3,565,676,000),
listed investments belonging to the Group and margin clients with
a carrying value of HK$1,378,229,000 (at 31st December, 2005:
HK$1,387,659,000) together with certain securities in respect of
listed subsidiaries held by the Company and its subsidiaries, the
net book value of which in their respective accounts totalling
HK$3,180,224,000 (at 31st December, 2005: HK$3,171,082,000)
were pledged to secure loans and general banking facilities to the
extent of HK$3,256,665,000 (at 31st December, 2005:
HK$3,248,756,000) granted to the Group. Facilities amounting to
HK$1,856,589,000 (at 31st December, 2005: HK$1,832,537,000)
were utilised at 30th June, 2006.

At 30th June, 2006, a bank deposit of HK$1,000,000 (at 31st
December, 2005: HK$972,000) was pledged to secure a bank
guarantee amounting to HK$2,000,000 (at 31st December, 2005:
HK$2,000,000).

ALLIED GROUP LIMITED
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25.

BEMNZFMGHRE R EZF -

BEEEH

A EENRENA=ZTH AEEETREY
% «EE%% o R AT~ FEAHAE B AR
1) 2E R TR 4EME3,632,283,0000 T (it —F &
HE+H=+—H :3,565,676,000%0) >
B AR R R AP 2 b R
1,387,229,000# 70 (R —FZX A FT_H=+
—H :1,387,659,000i 7T) LHZLVW&HKH
BARA 2 L& AR 2 A TS > HE
BIRH TR 2 IRENFE A 35 453,180,224, 000
W (R EERETL A=+ 0 :
3,171,082,000#70) B F1E A 4E 19 oy %
3256665000{%75 (A —FEFEAFT_H=1
—H :3,248,756 000%75%: K — M ERAT S
%‘%EZ?&W ﬁ/\\#? EREANA=ZTH E%E
FEZ%E%E%1,856,589,000%75 (i —FF
F+—-H=+—H :1,832,537,000%#C) °

R EENENHAH=TH > —TEEE1,000,000
p%fu ﬁéei £$+ H=+—H :972,000

Z%Eﬁﬁ B A fE IS — H A& 8
2 000 000 7T ( é:?iﬁﬂEJr A=+—
H:o2 ,000,000%70) Z SRITIELR -
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26. EVENTS AFTER THE BALANCE SHEET DATE

(@) The Group entered into an option agreement with CLSA
Capital Limited (“CLSA”) on 3rd April, 2006 and a
supplemental letter with CLSA on 18th May, 2006 for the
conditional grant of an option by CLSA to the Group at a
consideration of HK$11,101,000. The option entitles the
Group to require CLSA:

- tosell 34,156,666 shares in Quality HealthCare Asia
Limited (“QHA”) at an aggregate exercise price of
HK$99,908,000, and

—  to exercise warrants leading to the subscription of
7,056,232 shares in QHA upon the Group paying the
subscription price of HK$2.46 per share and then to
transfer to the Group the resultant QHA shares.

Details of the transaction were contained in a circular to the
shareholders of the Company dated 29th June, 2006. This
conditional grant of the option was completed on 21st July,
2006.

(b)  As announced in the joint announcements of the Company,
Allied Properties and Sun Hung Kai on 17th and 18th May,
2006, 169,000,000 new shares (first placing and subscription)
and 79,000,000 new shares (second placing and subscription)
of Sun Hung Kai would be subscribed by AP Emerald Limited,
a wholly-owned subsidiary of Allied Properties, at net
proceeds of approximately HK$1,685,500,000. Details of the
transactions were contained in the circulars to the
shareholders dated 8th June, 2006 and 14th July, 2006.

The subscription of 248,000,000 new shares of Sun Hung
Kai at the subscription price of HK$7.00 per share was
completed on 10th August, 2006.

(c) On 13th June, 2006, the Company, AG Capital Holding
Limited (“AG Capital”) (a wholly-owned subsidiary of the
Company), Sun Hung Kai and Swan Islands Limited (“Swan
Islands”) (a wholly-owned subsidiary of Sun Hung Kai)
entered into an agreement for sale of the entire issued share
capital of UAF Holdings Limited (“UAF Holdings”, a wholly-
owned subsidiary of AG Capital) to Swan Islands and the
assignment of a shareholder’s loan of HK$39,590,000. Details
of the transaction were contained in a circular to the
shareholders dated 30th June, 2006.

The transaction was completed on 24th August, 2006. The
aggregate consideration of HK$4,328,000,000 is settled as
follows:

- HK$628,000,000 in cash on completion,

- HK$900,000,000 to be paid at any time on or before
31st December, 2006 bearing interest at 1% above
Hong Kong Interbank Offered Rate (“HIBOR”) per
annum, and

—  three year bonds with a principal amount of
HK$2,800,000,000 (bearing interest at the rate of 1%
above HIBOR per annum).

A ALLIED GROUP LIMITED
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26. #EBHLEZEZEER

(a)

AN T FEENENA=ZHBECLSA
Capital Limited (TCLSAJ) #T 32— 3R i HE
Wi Mt B ENERHA /N BE RS
P uﬁ%n,muooo%ﬁﬁaﬁxa%
BWATZ T AL B — TGRS HE > GRS
TASE FRERIERCLSA

—  DISEATfE99,908,000% i &
34,156,666 %5 {d 55 )1 A BRA 7]
(T fi]) Bty >

- zti%[ﬁlﬁzm IR E %2 46T
1§ T R e RS AR % 7,056,232
%ﬁﬁ%ﬂxﬁa‘ > AR T R T AR 2
B AR T A -

7S I A NN e 52 A S
+7LB%?*%/H\HX$ZLLIW AR
;%%@é:?fﬂﬁtﬂz+#5%

AN E] ~ WA iR AN
@ﬂﬁ thEl&Jr/\El%?’f%ézHiﬁ NI
WhaHE 2 2B B /A FAP Emerald
Limited#% 52 #169,000,000 % (55— KB
E&a i) 79,000,000 (36 Wk it & %
SR ) o 5 B W%?klﬂ@”ﬁ%?%
1 ,685,500,000¥7C © 38 7 wf g i =&
73/\flf/\ﬂ NH K = FEENFELA+UHE
AT B BHA -

DIVERE7 .00 T2 R IERB 248,000,000
Hﬁ?ﬁﬂ%ﬁ%ﬁﬂxaﬁ\ TEENENATHE

A\ F] ~ AG Capital Holding Limited
(TAG Capitall » ARX R Z 2 EHEA
A) ~ s &Swan Islands Limited
(FSwan Islands] > Bl 2z 2 G}
) A EENEANA T EHE LR
DL UAF Holdings Limited (TUAF
Holdingsj » AG Capital Z 2 &Kt A7)
B BT T Swan Islands > J i
Hxﬁ’é 39,590,000 7T * 25 wH BTN
WET/\E/\H = H AT RO 2 R

/%Eﬁw? FENHENA U HSER -
#1184,328,000,000% 76 LA T 51 23
H :

—  628,000,000% JCTE 5T AL RE A B 42 57
fF >

— 900,000,000 T —FE/NHEF
—H=+— HiUw%ﬁiﬁrﬁ
7 v SR AT ] ZE PR A5 R 2% ([HE T A
EIRE) 1 EZ ERRFHEFRE
K

—  ZR4:%H2,800,000,0007 7602 =4EH
1B Gk oo 4 B 1 2 4 F
KAL) -
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27.

A

MATURITY PROFILE OF TERM ASSETS AND LIABILITIES

The following table lists the assets and liabilities of the Group which
have a term of maturity. Overdue assets are included as on demand.

27. RHEEHRSRIHIMN

DATR 81 A 4 B wT A J0R H 2 B LR - o
HIRATE A H RN RS -

At 30th June, 2006
RZBEAFARA=TH
On Within 3 months 1 year to After 5
demand 3 months to 1 year 5 years years Total
=@A —FZ
AEEE =EAR Z—F iE aE# @t
HK$000 HK$’000 HK$000 HK$'000 HK$'000 HK$'000
FTHET FTET FTET FTHET FTHET FTHET
Assets G
Fixed deposits with banks SRAT R WA K - 1,509,364 - - - 1,509,364
Loans and advances to RAMHBRF &3
consumer finance customers &5 188,915 390,928 1,096,851 1,116,278 83,383 2,876,355
Loan notes of a listed — [ B A
associate jov (O - - - 78,000 - 78,000
Term loans IR 127,196 46,190 177,556 - - 350,942
Treasury bills I 5 - 7,676 - - - 7,676
Liabilities =4
Bank and other borrowings SRAT R A & - 1,015,909 734,033 895,127 9,520 2,654,589
Loan notes jov & - - - 108,468 - 108,468
At 31st December, 2005
RE-FERFETA=+—H
On Within 3 months 1 year to After 5
demand 3 months  to 1 year 5 years years Total
=MA —ER
R =@AR F—AF ik TR Mt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Tt T THIT Tt Tt Tt
Assets B
Fixed deposits with banks SRATIE B K - 281,465 - - - 281,465
Loans and advances to FANRBEHF
consumer finance customers (W& 182,606 387,774 1,019,601 1,060,670 71,951 2,722,602
Term loans of a listed — [ b T A
associate HEE - 245,000 - - - 245,000
Loan notes of a listed — [ B A
associate B - - - 78,000 - 78,000
Term loans AR 148,299 69,230 11,067 - - 228,596
Treasury bills B & % - 7,680 - - - 7,680
Liabilities =4
Bank and other borrowings SRAT RO AR - 841,566 410,323 1,318,153 57,610 2,627,652
Loan notes EHER - - — 144,931 — 144,931
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28.

A

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

The Group has established policies and procedures for risk
management which are reviewed regularly by the management
and the credit & risks management committee (“CRM”), which
reports to the executive committee of the relevant group company,
to ensure the proper monitoring and control of all major risks arising
from the Group’s activities at all times. The internal audit and
compliance department (“IAC”) (which reports independently to
the relevant chairman and the audit committee) also performs
regular reviews to supplement the various internal control measures
adopted by the management and various divisions within the
Group, to ensure compliance with policies and procedures.

Market risk

(i)  Trading Risk
Market risk arises from trading 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
of its proprietary trading activities involving derivatives,
foreign exchange and bullion. In addition to the TRCU, part
of the Group’s proprietary trading exposure is closely
monitored by the credit department. Proprietary trading
exposures are measured on both a “mark-to-market” and a
“mark-to-fair” basis, and “maximum loss” and “position”
limits are used. Value at Risk (“VaR”) and stress-tests 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 profit and loss.

The Group's various proprietary trading positions and profit
and loss are reported daily to senior management for review.
The IAC also performs audits to supplement the above controls
to ensure compliance with the established market risk limits
and guidelines.

(ii)  Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or capital arising
from movements of foreign exchange rates.

ALLIED GROUP LIMITED
BERBEBERLA

28. cEEMEEEEREE

A T 2 S5 (0 FL T Bl 22 R R By < Tl
B~ fe SJm B - VD b R R o A
A [ 2 R B LS B R T 2 R
TR S B R A B R A S 2 I R
A 2 TETE AR B -

AR O R L BOR RFEF - %5
W b BRI D A B e B R B H
(I 8 B m B e 1 22 B ) s A > IG5
BRI A R 2 AT & B el > DU RIS B
P22 T 2 ) A A2 ) S AN IR E A 2 T K
B o A B R A S SRR (TR S R
RS 7y 7 1) A R T B e B e i) IR
SE BT AT LA 78 o A B S A 4R 1 oA 25 8 A
PRAh 2 A5 AR N AR I o DARRARAT & BOR T
TP o

miEER

(i) X5k
GG A 2 SRR > BT R
THEY AR REAT S o A SR 2 AL I H)
Z PR BRI TR - AL B 2 58
Sy BBt B (122 5 TR 22 il B A7 ) 1
SF M B R BT AR T - ANERS S K
WERBZ BB G EB 2 AR - i
KB o BRAC T SRS il B A1 » AN EE B
B A BE 2 T JE\ gk P A7 R A B o A
B2 5 Ja g DA T4 i (Bt ) % T A1
st ) Wik 7 =R IR R > DR
[ R e B T BRI - JalBs (B (R
{H1) JeJE 1 0GRIR BB R Al « s%28 5
iy Ryt T WS E AP L - JESE
te R IR B Y PR N 2 B b A 2
Ik e

AR 2 2Tl Ry f M K AR A 1)
A LR sl o LAY o R AL
FRINEAT AL A T e - LAREIRAT S
I8 A i 5 S e R o B 163

(i) SN EEE SR
IR JEL 5 T 41 IR 3R S 36 2 | B A o
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28.

A

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Market risk (Cont’d)

(ii)  Foreign Exchange Risk (Cont'd)
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
management. 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 to
foreign exchange fluctuations on loan assets.

Credit risk

Credit risk arises from a number of areas. These include the
possibility that a customer or counter-party in a transaction may
default during the settlement process. It also arises from lending,
settlement, treasury, market-making, derivatives, proprietary
trading, rental business and hotel operation and other activities
undertaken by the Group.

The Group’s credit manual sets 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
department with reference to the aforementioned criteria including
creditworthiness, collateral pledged, and risk concentration of the
counter-parties. Decisions made daily by the credit department
are reported to and reviewed by 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
maintains a prudent and adequate liquidity ratio, in strict
accordance with statutory requirements. This is achieved by the
senior management 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.

ALLIED GROUP LIMITED
BERBEBERLA

28. SRIEREEBERBE (@

TiREE (E)

(ii) SN S (4E)
42 [ 7 A R B HORE AR A AR
KRG INE SR 2 W o N e i A B
IS P9 48 T R T L o 2 B AR L A B R
55 o pERANEREBM S > BN EE T
FEHRZAE - B > SMNERTFEEH
(JHZ i & PR 4t 2 FRAE PR ) > 3 A
H 32 4 Je i HREHR) & 77 78 5D FE J3
Wi o BN > W77 1E 48 R K TE R il B %
R AE B M R AR 75 5 > IR AT e AR
AT A A HE R - 4 B T SR
B LAAS B AT > AR A1 FE JELR: - K

B> SR P 2 O N R 52 E R A A,
W o
RERR

i B0 B 2 A A 22 AR 5 T o AR 2 By — 44
% 5 BT #0777 AT RE A 1 AR P AN RE % 304
AR o HIREAE AR - W - m R - fiT
TR - ARG - RH A SETS Rk AL T
At phy AR S PRI 2 SE S o

AR 2 J B T T A A5 A o B B AR
JF o RZSERRFF T AR AT SR S ~ AR 0
ZEOR BRE e (5 s 2 I ) B s
T BE M 2 T SR S s -

H A FEAE I h (5 R A8 2 2 E ol R e L 4
RIRTEAGRE - AR 2 AT i R m B A AR
BEIEAT o MEELERE H T Z R A SR El
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RBESER

AL BV B EARUL > DA LR A 4 B AfE
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28.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Interest rate risk

Interest rate risk primarily results from timing differences in the re-
pricing of interest bearing assets, liabilities and commitments. The
Group’s interest rate risk exposure arises mainly from margin
financing and other lending activities undertaken as well as bank
borrowings. 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. Interest rates
paid by the Group are managed by the Finance department with
the aim of maximising the spread of interest consistent with liquidity
and funding obligations. Most of the Group’s bank borrowings are
subject to floating interest rates.

The management of the Group believes that the Group’s exposure
to interest rate risk in respect of loans and advances to consumer
finance customers is insignificant as the such loans and advances
are relatively short-term. The exposure of the Group’s other material
fixed-rate assets and liabilities to fair value interest rate risk and
their contractual maturity dates are as follows:

28. SREREEAERBE @)

F=ER

Al B 22 o BN A R B 2 B - AROR
WEEE R L W2 P o B o AGE MR 2 1L B
B R IR R S A R SE B LA R SRAT A
B o AR TR AR ) ZORME FON RN 5
o HERTBHIGRZ BEREBEKT - £H
TR AT 75 5y 3t il 5 AT $R A Ry T R 2 2 | 2
JE B KT o S BT S A 2 RS TG o B R
Mo USRS EEFFESZMBIEREK -
A [ 2 KR SRAT A 2 PR B LB BT LR

ALEE 2 EPGAAE - AL BRI ) FL A5
PR R S A > BGE S OE 2 A
FR B AN TR o AR 2 HA HOE B
%ﬁ%z&%%ﬁﬂ%m%&ﬁ%%%@ﬁ%ﬁ H
B

Interest rates Within In second In third In fourth Infifth ~ More than
per annum first year year year year year 5 years Total
FHE  E-FR ECERm ESER #MFR FRFR BBIE fit
HKS'000  HK$'000  HK§'000  HK$'000  HK$'000  HKS'000  HK$'000
Tibx Tk Tibx Tk Tk Tibx Tk
At 30th June, 2006 R-BERERB=1A
Fixed deposit EMER 3.00% t025.38% 1,500,364 - - - - - 1,509,364
Treasury bills B % 4.64% 7,676 - - - - - 7,676
Loan note due from a listed Tel—H L TiE AR 2
associate oGt 2.50% - - 78,000 - - - 78,000
Term loans HER 10.5% toZ 18.45% 5,390 - - - - - 5,390
Bank and other borrowings TR M 4.93% t0E12.00%  (296,534) - - - - - (296534)
Loan notes HZ 7.0% t0%7.9% - (65437)  (43,031) - - - (108,468)
At 315t December, 2005 R-ZBRE+-A=1-A
Fixed deposit T o 028%10%£725% 281465 - - - - - 281465
Treasury bills B % 3.78% 7,680 - - - - - 7,680
Loan note due from a listed Pl LA AR 2
associate BT 2.5% - - 78,000 - - - 78,000
Term loans e o 10.5% to% 18.5% - 4430 - - - - 4430
Bank and other borrowings ST RA M 485%10%12% (262,000 - - - - - (262,000
Loan notes BHER 7.0% to% 7.9% - - (14491 - - - (144931)

Note: The coupon rates of the loan notes are ranging from 2.25% to 4.00% per annum.
The interest rates disclosed in the table above represent the effective interest
rates applied in calculating the corresponding amortised costs of the loan notes.

A
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28.

29.

A

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Interest rate risk (Cont'd)

The exposure of the Group’s material floating rate assets and
liabilities to cash flow interest rate risk and their contractual
maturity dates are as follows:

28. SREREEAERBE @)

FEE B ()
R B 2 IR G B B A A
B S 40 0 AT

Interest rates Within In second In third In fourth Infifth ~ More than
per annum first year year year year year 5 years Total
FRE  %-FR E-FR ESFR #MFR FRFR BBEE &t
HK§000  HKS'000  HK§'000  HKS'000  HK$'000  HKS'000  HK$'000
Fikn T Fikn Fikn T Fikn T
At 30th June, 2006 RZBEREAB=1A
Secured margin loans BRI 575% 0E23.14%  NATER  NATER  NATER  NATER  NATER  NATER 1344186
Term loans il e o 7.44% t0Z 26.82% 257,022 - - - - - BT
Bank overdrafts BITEL 4.40% toZ 8.25% (57,190) - - - - - (57,190)
Bank and other horrowings TR M 5.00% t0Z7.07%  (1,886218)  (162,508)  (84,854)  (87,385)  (70,380) (9,520)  (2,300,865)
At 31st December, 2005 RZBZEF+-A=1-A
Secured margin loans BRI 700%00£3000%  NANER  NAMER O NAMER  NARER  NARER  NARER 1293285
Term loans e o 7.00%t0%26.82% 375,909 - - - - - 375,909
Bank overdrafts AT 4.85% toF 8.50% (92,696 ) - - - - - (92,696 )
Bank and other horrowings ST RA M 489%10%669%  (1397193)  (606939)  (36,119)  (100473)  (74622)  (57610) (2,272,956)

COMPARATIVE FIGURES

After the preparation of the Group's interim report for the six months
ended 30th June, 2005, the Group subsequently amended the prior
period adjustments for the adoption of new Hong Kong Financial
Reporting Standards issued by the HKICPA that are effective for
accounting period beginning on or after 1st January, 2005 in the
preparation of the annual report for the year ended 31st December
2005.

As a result, the Group changed the presentation of certain items in
the 2005 annual report from that adopted as at 30th June, 2005.

Accordingly, the presentation of the comparative information in
respect of the six months ended 30th June, 2005 which appears in
these interim financial statements has been changed from the
information published in the 2005 interim report.
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 0 5 T 85 i 3R Bk (B8

B ETARFEANA =+ HIEAREA

29. COMPARATIVE FIGURES (CONT’D)

A

The June 2005 comparative figures of certain items in the income
statement have been restated where relevant and to conform to

the method of computation of the current period as follows:

29. KEHF (@)

WA IR TS —F R TAE AN A 2 A THAZ ]
BT ETES (EA) > DS AR5
Bk Ty

As reported on Restatement and
30th June, 2005

reclassification

As restated

RR-ZBZRF
~HA=+H BIR

FrE®) BB g5

HK$’000 HK$’000 HK$’000

THsoT THsoT THsIT

Changes in value of properties /B 337,285 (969) 336,316
Other operating expenses A&7 B (67,485) (5,088) (72,573)
Other finance costs HoAth il A (31,441) (9,274) (40,715)
Share of results of associates JREAL B A2 N ) SE AR 79,972 2,266 82,238
Taxation FiIE (90,541) 365 (90,176)
Profit for the period A ] 355 ) 781,698 (12,700) 768,998

Attributable to JEAG Ty

Equity holders of the Company AR AN ROR 498,576 (7,989) 490,587
Minority interests DB RS 283,122 (4,711) 278,411
781,698 (12,700) 768,998

Basic earnings per share (HK$) BRI F] (& 0) 1.92 (0.03) 1.89
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Interim Dividend and Book Close

The Board has declared an interim dividend of HK10 cents per share
(2005: HK5 cents) payable to the shareholders whose names appear on
the register of members of the Company on 27th October, 2006. It should
also be noted that the Company continued to repurchase its shares during
the period at an aggregate consideration of approximately HK$53.11
million. Accordingly, both net asset value per share and earnings per
share have been enhanced. The register of members will be closed from
23rd October, 2006 to 27th October, 2006, both days inclusive, during
which period no transfer of shares will be registered.

In order to qualify for the interim dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged with the
Company’s share registrar, Computershare Hong Kong Investor Services
Limited of Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong for registration not later than 4:00 p.m.
on 20th October, 2006. Dividend warrants are expected to be
despatched on 3rd November, 2006.

Financial Review

RESULTS

The Group reported a profit attributable to equity holders of the Company
for the period of approximately HK$491.8 million (2005: HK$490.6
million, as restated). Earnings per share amounted to HK$1.96 (2005:
HK$1.89, as restated).

Revenue for the period was approximately HK$1,581.3 million (2005:
HK$955.1 million). The increase was mainly due to the increase in the
commission income of the securities broking and dealing activities of
Sun Hung Kai as retail broking activities continued to benefit from the
buoyant market in the first half year of 2006. The gain in value of the
investment property portfolio of the Group was HK$99.7 million (2005:
HK$306.5 million, as restated). During the period, the Group announced
a two part placing and top-up subscription of 248,000,000 shares of
Sun Hung Kai at HK$7.0 per share. The 1st placing, representing
169,000,000 shares of Sun Hung Kai, was completed in May 2006 while
the 2nd placing of 79,000,000 shares of Sun Hung Kai and the
subscription of 248,000,000 new shares of Sun Hung Kai were
completed in August 2006. A profit on the deemed disposal of partial
interest in subsidiaries arising from the placing and top-up subscription,
amounting to HK$231.1 million, was recognised on a proportional basis.
A listed associate of the Group, Tian An China Investments Company
Limited (“Tian An”) also undertook similar placing to a number of
institutional investors and top-up subscription during the period under
review. A loss on the deemed disposal of a partial interest in the listed
associate amounting to HK$13.0 million was consequently recognised.
The exercise of warrants of Tian An by Wachovia Investment Holdings,
LLC (“Wachovia”) also resulted in a loss on deemed disposal of HK$67.9
million.
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Financial Review (Cont'd)
FINANCIAL RESOURCES, LIQUIDITY AND CAPITAL STRUCTURE

At 30th June, 2006, the equity attributable to the equity holders of the
Company amounted to HK$6,616.0 million, representing an increase
of HK$501.3 million or approximately 8.2% from that of 31st December,
2005. The Group’s short-term bank deposits, bank balances and cash
amounted to HK$2,081.7 million (at 31st December, 2005: HK$733.1
million). The Group’s bank loans and other borrowings, together with
loan notes, totalled HK$2,763.0 million (at 31st December, 2005:
HK$2,772.6 million) of which the portion due on demand or within
one year was HK$1,749.9 million (at 31st December, 2005: HK$1,251.9
million), and the remaining long-term portion was HK$1,013.1 million
(at 31st December, 2005: HK$1,520.7 million). The liquidity of the
Group as evidenced by the current ratio (current assets /current liabilities)
was 2.10 times (at 31st December, 2005: 2.20 times). The Group’s
gearing ratio (net bank and other borrowings together with loan notes/
equity attributable to the equity holders of the Company) was 10.3% (at
31st December, 2005: 33.4%).

Most of the bank borrowings of the Group are subject to floating interest
rate.

During the period, the Company repurchased a total of 4,104,000 of its
own shares at an aggregate consideration, including transaction costs,
of approximately HK$53.3 million.

ACQUISITION AND DISPOSAL

There were no material acquisitions or disposals of subsidiaries,
associates and jointly controlled entities during the period.

RISK OF FOREIGN EXCHANGE FLUCTUATION

There have been no significant changes in the exposure to foreign
exchange risks from those outlined in the Company’s annual report for
2005.

CONTINGENT LIABILITIES

Details regarding the contingent liabilities are set out in note 22 to the
condensed consolidated financial statements on page 24.
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Financial Review (Cont'd)

LITIGATION

(a)

A

By the Judgment of High Court on 1st April, 2004 (“Judgment”) in
HCA 3191/1999 between New World Development Company
Limited (“NWDC") and Stapleton Developments Limited (“SDL")
against SHKS, 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 16th December, 1998
until payment, pursuant to the terms of an oral agreement which
the Court found. As at 17th 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 filed an appeal against
the Judgment both as to liability and quantum to the Court of
Appeal. That Court of Appeal handed down the judgment (“Court
of Appeal Judgment”) in which the Court of Appeal ordered a
repayment to SHKS of part of the interest element for the period
from 16th December, 1998 to 31st 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 been repaid. SHKS obtained leave to
appeal the Court of Appeal Judgment to the Court of Final Appeal
(“Final Appeal”). The Final Appeal was heard on 19th, 20th and
21st June, 2006. On 10th July, 2006, the Court of Final Appeal
delivered its decision (“Final Appeal Judgment”), dismissing the
Final Appeal except to the extent that the principal sum awarded
in favour of NWDC should be reduced by HK$629,448.15. This
amount together with interest thereon of HK$647,991.43 totalling
HK$1,277,439.58 has now been paid to SHKS by NWDC. Pursuant
to the Final Appeal Judgment, SHKS was ordered to pay costs of
the appeal.

SHKS is seeking legal advice as to the effect of the Final Appeal
Judgment on new claims contained in (i) a writ containing an
endorsement of claim issued by NWDC in April 2004 (“HCA 813/
2004") for the sums of HK$27,237,489.51 and HK$7,697,418.42
together with interest on such sums from 1st March, 2000 and
2nd January, 2001 respectively at such rate as the Court considers
appropriate, although as at the date of this interim report, the writ
in HCA 813/2004 has not been served on SHKS; and (ii) a writ
including a statement of claim issued by NWDC and SDL in
February 2006 (“HCA 376/2006”) for what are asserted to be
amounts advanced by NWDC on behalf of SHKS as pro-rata
contributions to shareholders’ loans. The sum of
HK$37,498,011.41, being the aggregate of the contributions
claimed from SHKS, together with interest thereon at such rate
and for such period as the Court considers appropriate is claimed
in HCA 376/2006, although as at the date of this interim report
that writ has not been served on SHKS. The management has taken
the view that it is prudent to now make a provision for payment of
those not already provided for in previous years. Accordingly,
further provisions of HK$34,932,171.94 for principal and
approximately HK$9,294,000 for interest have been made and
the principal amounts added to the loans already existing.
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Financial Review (Cont'd)

LITIGATION (CONT’D)

(b)

Shun Loong Finance Limited and SLHL (together the “Petitioners”),
both indirect wholly-owned subsidiaries of Sun Hung Kai, filed a
winding-up petition on 19th February, 2004 in the British Virgin
Islands (“B.V.1.”) seeking an order that SFHL be wound up by reason
of its failure to pay debts owing to the Petitioners. The B.V.I.
proceedings were stayed by order of the B.V.I. court. The Petitioners
have appealed that decision but have agreed not to pursue the
appeal during the stay of 200/2004.

Sun Hung Kai, STCC and SHKIS filed a writ on 7th February, 2004
(230/2004) naming as defendants Shanghai Land Holdings Limited,
Stephen Liu Yiu Keung, Yeo Boon Ann, The Standard Newspapers
Publishing Limited and Hong Kong Economic Times Limited and
claiming damages for libel, injunctive relief, interest and costs.
The case remains at an early stage.

An update on the litigation between SFHL against STCC and SHKIS
(200/2004) is set out in paragraph (b) of the “Contingent Liabilities”
in note 22 to the condensed consolidated financial statements on
page 24.

Details of the case regarding Chang Zhou Power Development
Company Limited are set out in paragraph (c) of the “Contingent
Liabilities” in note 22 to the condensed consolidated financial
statements on page 24.

PLEDGE OF ASSETS

Deta

ils regarding the pledge of assets are set out in note 25 to the

condensed consolidated financial statements on page 25.

A
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Operational Review
FINANCIAL SERVICES
Consumer finance

UAF continued its strong performance. It achieved a 14.7% increase in
revenue during the period and a 21% year-on-year growth in the balance
of loans and advances to consumer finance customers at the period
end. Although the profit contributed by UAF during the period was
similar to that of last year, after excluding a write-back of provision for
doubtful debts of HK$17 million during the corresponding period of
2005, profit for the period actually rose by 8.2%. The result is particularly
commendable in an environment of rising cost of funds and operating
expenses.

The total number of branches of UAF at 30th June, 2006 increased to
thirty-five with the opening of Tai Kok Tsui Branch, Tin Shui Wai Branch
in March 2006 and Kwun Tong Il Branch in April 2006.

The principal business activities of The Hong Kong Building and Loan
Agency Limited comprise treasury investment and the provision of
mortgage finance. The competition in mortgage market remained keen
and interest margins remained low due to successive increases in market
interest rates.

The Group’s entire shareholding interest in UAF, comprising the entire
issued share capital of UAF Holdings together with the assignment of
the related shareholder’s loan, has been sold to Sun Hung Kai for an
aggregate consideration of HK$4,328 million. This transaction was
completed on 24th August, 2006. It is our view that this strategic group
reorganisation will rationalise the group structure and consolidate the
loan and financial services businesses of the Group into Sun Hung Kai,
which is expected to achieve ongoing operational economies. It will
also enhance Sun Hung Kai’s ability to provide a wide range of finance
products and other related services. The Group will however, continue
to benefit from the success of UAF through its indirect interest in Sun
Hung Kai.

Broking and finance

Sun Hung Kai, a major listed subsidiary of the Group, recorded a profit
attributable to its equity holders of HK$178.0 million (2005: HK$192.6
million, as restated). While the profit attributable to its equity holders is
lower than that of 2005, it is important to note that the profit from the
normal course of business improved significantly to HK$275.0 million
from HK$130.4 million, an increase of 110.9%.
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Operational Review (Cont'd)
FINANCIAL SERVICES (CONT’D)
Broking and finance (Contd)

The decrease in profit attributable to equity holders of Sun Hung Kai
was caused by two non-recurring charges. The first was a deemed loss
of HK$80.8 million arising from the requisite accounting treatment of
the carrying value of Sun Hung Kai’s investment in Tian An arising from
the conversion by Wachovia of 78,800,000 warrants in Tian An at a
price of HK$2.75 each and a placement to institutional investors and
top-up subscription of 175,000,000 Tian An shares at a price of HK$5.1
per share. We believe, however, that the consequent cash injection into
Tian An has in fact strengthened its balance sheet and its capacity to
pursue its development projects and thus enhanced the long term value
of the Group’s investment in Tian An. The other non-recurring charge to
Sun Hung Kai’s results arises from an impairment provision of HK$58.2
million to the carrying value of its interest in the Kuala Lumpur hotel
joint venture with NWDC pursuant to the final decision of the Hong
Kong Court of Final Appeal. Further details of these provisions or losses
are contained in notes 7 and 8 to the condensed consolidated financial
statements.

The turnover and commission income of the securities broking division
increased substantially with the buoyant market conditions. Fee income
associated with underwriting and placement activities also improved
for the period. The number of new accounts grew with the significant
investor interest in IPOs.

Precious metals markets were extremely volatile during the period and
the respective broking income compensated for the decline in activity
experienced by the leveraged forex and commodities operations.

The corporate finance division successfully sponsored two IPOs on the
main board and one IPO on the GEM board of the Stock Exchange and
was actively involved in a number of underwriting exercises for IPOs.
The division will continue to focus on IPO projects for medium-sized
enterprises in both Hong Kong and Mainland China and financial
advisory and placing services for listed companies in Hong Kong.

PROPERTIES
Hong Kong

Allied Properties reported a profit attributable to its shareholders
amounting to HK$498.3 million, a 6.5% decrease from that of last year,
primarily due to lower increases in the values of its Hong Kong properties.

Allied Properties’ recurrent income from its investment property portfolio
continued to increase, benefiting from the favourable local property
market. Allied Cargo Centre, China Online Centre as well as Park Place
achieved higher rental income, reflecting the benefits from positive rental
reversion. The hotel operating income from Ibis North Point continued
to improve with the buoyant Hong Kong tourism industry.
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Operational Review (Cont'd)
PROPERTIES (CONT’D)
Hong Kong (Contd)

Allied Kajima Limited, 50% indirectly owned by the Group and the
owner of various properties including Allied Kajima Building, Novotel
Century Hong Kong hotel and the Philippine Plaza Hotel, contributed a
profit similar to that of 2005. This is because the Novotel hotel is
undertaking an extensive renovation programme of all its rooms which
is scheduled to be completed around the middle of next year.

Mainland PRC

Tian An, a listed associate of Sun Hung Kai, recorded a profit attributable
to its equity holders of HK$141.3 million, representing a 94% increase
over the corresponding period of last year. Turnover decreased by 13%
to HK$363.2 million. This is in line with Tian An’s stated policy of
maximising profit margins from development properties, retaining
selected properties which have high capital growth potential for recurring
income, and disposing of non-core properties or projects. To this end,
Tian An disposed of a jointly controlled entity holding a piece of land in
Shanghai and the resulting gain was the main reason for the increase in
profit for the period.

INVESTMENTS
QHA

QHA, a listed associate of Sun Hung Kai, reported a turnover of
HK$439.6 million, an increase of 9.1%, compared to HK$403.0 million
for the same period last year. Profit attributable to equity holders of
QHA was HK$31.8 million, an increase of 37%, compared to HK$23.2
million of the corresponding period. The results were driven by an
increase in the number of corporate contracts and enrolment, increased
insurance enrolment and improved operational efficiencies.

Sun Hung Kai entered into an option agreement dated 3rd April, 2006
(as amended by a supplemental letter dated 18th May, 2006) with CLSA
to acquire an additional 34,156,666 shares and warrants leading to the
subscription of 7,056,232 shares of QHA for a consideration of
HK$11.1 million. The exercise price is HK$2.925 per option share. This
reflects the Group’s confidence in the growth potential of QHA.

Yu Ming Investments Limited (“Yu Ming”)

Yu Ming, a 22.43% owned listed associate of Sun Hung Kai, reported a
profit attributable to its shareholders of HK$21.5 million. This represented
a decrease of HK$166.8 million from HK$188.3 million of the same
period of last year, mainly due to the absence of gain from property
revaluations.
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Operational Review (Cont'd)
INVESTMENTS (CONT’D)
Yu Ming Investments Limited (“Yu Ming”) (Cont'd)

As at 30th June 2006, the major investments of Yu Ming were in
AsiaWorld-Expo, Argyle Centre (retail shops in Mongkok), Timeplus (the
new shopping mall in Causeway Bay), Ginza Plaza (retail shops in
Mongkok), Grand China Air Co., Ltd. (the investment holding company
in CR Airways and Hainan Airlines), Oriental Cashmere Limited (a
cashmere manufacturer in the PRC), high-yield bonds and equity
securities.

Shanghai Allied Cement Limited (“SAC”)

SAC, a listed subsidiary of Tian An, reported a loss attributable to its
shareholders of HK$1.3 million. The turnover of, and the contribution
from, its cement business and slag powder business, showed marked
improvement when compared to the corresponding period of previous
year. Barring unforeseen circumstances, it is expected that SAC should
report an improved performance for the full year.

EMPLOYEES

The total number of staff of the Group at 30th June, 2006, was 2,054 (at
31st December, 2005: 2,098). The Group reviews remuneration packages
from time to time and normally annually. Besides salary payments, other
staff benefits include contributions to employee provident funds, medical
subsidies and a discretionary bonus scheme.

MANAGEMENT OF RISKS

The management of risks in respect of the Group’s finance businesses is
primarily conducted by UAF and Sun Hung Kai. There have not been
any significant changes in the management of such risks from that
described in the Company’s annual report 2005.

Business Outlook

The current high interest rate environment, high fuel prices and the
recent adjustment and control policies imposed by the Mainland
Government are factors concerning the Board. However, the Board
believes that the Group’s financial services and property investment
and development businesses both in Hong Kong and Mainland China
are sound and the Board will strive to develop and improve these
underlying businesses for the benefit of all shareholders.

Share Option Scheme

No option was granted under the share option scheme of the Company
during the six months ended 30th June, 2006, nor was there any option
outstanding at 31st December, 2005 and 30th June, 2006.
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Directors’ Interests

At 30th June, 2006, Mr. Lee Seng Hui and Ms. Lee Su Hwei, Directors
of the Company, had the following interests in the shares of the Company
as recorded in the register required to be kept under Section 352 of the
Securities and Futures Ordinance (“SFO”):

H RS 41

T ERRERA=TH > g RN B (E
Ir DS EAR)) 55352 W e P fr B 2 BT T -
AN TR B AE e 2R L LR A A R 2 SRy
TR AT RS

Approximate % of the

Name of Director Number of shares held issued share capital  Nature of interest
HERTHRAE
EERR BEZRAEE ZBAESE ERME
Lee Seng Hui 101,906,613 40.72% Personal interest (held as beneficial
2 R owner) in 22,921 shares and
other interest in 101,883,692
shares (note 1)
22,921 R JE A8 AKE £
(LVE A A\ B
101,883,692 Mt /& HAth
MEDE (BfFEET)
Lee Su Hwei 101,883,692 40.71%  Other interest (note 1)
R HAbRER (BfFaE1)
Notes: BFGE
1. Mr. Lee Seng Hui and Ms. Lee Su Hwei are trustees of Lee and Lee Trust, being a 1. 2% KR 56 AR T 2 O Lo Ty 3R A2 R1101,883,692 %

discretionary trust which indirectly held 101,883,692 shares of the Company.

2. All interests stated above represent long positions.

Save as disclosed above, at 30th June, 2006, none of the Directors and
chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of
its associated corporations, within the meaning of Part XV of the SFO,
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (“Model Code”).
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Substantial Shareholders’ Interests

At 30th June, 2006, the following shareholders had interests in the shares ~ J#
of the Company as recorded in the register required to be kept under

Section 336 of the SFO:

BB AR A

-

N

fit Z ERATT

Approximate % of the

TANEANAZ+H - WIEE IR R BG4
336MRIERTFE C BRC M - FrA AR F B

Name of shareholder Number of shares held issued share capital Notes
EEBTIRA

RREH BEZROEE ZBHEDL Bt &
Cashplus Management Limited (“Cashplus”) 26,039,000 10.40% -
Zealous Developments Limited (“Zealous”) 26,039,000 10.40% 1,2
Minty Hongkong Limited (“Minty”) 75,844,692 30.30% -
Lee and Lee Trust 101,883,692 40.71% 3,4
COL Capital Limited (“COL Capital”) 24,272,494 9.70% 5
R A EA A RAE ([T B

Vigor Online Offshore Limited (“Vigor Online”) 24,272,494 9.70% 6,7
Chong Sok Un 24,272,494 9.70% 6,8
Notes: BiFEE -

This represents the same interest of Cashplus in 26,039,000 shares of the Company.

Cashplus is a wholly-owned subsidiary of Zealous. Zealous was therefore deemed to
have an interest in the shares in which Cashplus was interested.

Minty and Zealous are wholly owned by the trustees of Lee and Lee Trust, being a
discretionary trust.

Mr. Lee Seng Hui and Ms. Lee Su Hwei, both Directors of the Company, together
with Mr. Lee Seng Huang are the trustees of Lee and Lee Trust and were therefore
deemed to have an interest in the shares in which Minty and Zealous were interested.

The interest includes the holding of: (i) 16,817,170 shares held by Honest Opportunity
Limited (“Honest Opportunity”), a wholly-owned subsidiary of Classic Fortune Limited
(“Classic Fortune”) which in turn is a wholly-owned subsidiary of COL Capital; and
(i) 7,455,324 shares held by Focus Clear Limited (“Focus Clear”), a wholly-owned
subsidiary of Besford International Limited (“Besford”) which in turn is a wholly-owned
subsidiary of COL Capital. COL Capital was therefore deemed to have an interest in
the shares in which Honest Opportunity, Classic Fortune, Focus Clear and Besford
were interested.

This represents the same interest of COL Capital in 24,272,494 shares of the Company.
Vigor Online held 35.44% interest in COL Capital and was therefore deemed to have
an interest in the shares in which COL Capital was interested.

Vigor Online is a 67.7% owned subsidiary of China Spirit Limited (“China Spirit”)
which in turn is wholly owned by Ms. Chong Sok Un. Ms. Chong Sok Un was therefore

deemed to have an interest in the shares in which Vigor Online was interested.

All interests stated above represent long positions. At 30th June, 2006, no short positions
were recorded in the register required to be kept under Section 336 of the SFO.
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Corporate Governance
CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30th June, 2006, the Company has applied
the principles of, and complied with, the code provisions of the Code
on Corporate Governance Practices (the “CG Code”) as set out in
Appendix 14 of the Listing Rules, except for certain deviations which
are summarised below:

Code Provisions B.1.3 and C.3.3

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

The terms of reference of the remuneration committee (the
“Remuneration Committee”) adopted by the Company are in compliance
with the code provision B.1.3 except that the Remuneration Committee
should review (as opposed to determine under the code provision) and
make recommendations to the Board on the remuneration packages of
the Executive Directors only and not senior management (as opposed
to Directors and senior management under the code provision).

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

The reasons for the above deviations are set out in the section “Corporate
Governance Report” contained in the Company’s annual report for the
financial year ended 31st December, 2005. The Board considers that
the Remuneration Committee and the Audit Committee should continue
to operate according to the terms of reference adopted by the Company.
The Board will review the terms at least annually and make appropriate
changes if considered necessary.

On 30th December, 2005, Sir Gordon Macwhinnie retired as the Non-
Executive Chairman and an Independent Non-Executive Director of the
Company. Thereafter, the post of the Chairman has been left vacant as
the Board is still seeking a suitable person to act as the Chairman.

The annual review of internal controls in respect of the code provision
C.2.1 of the CG Code will be reported upon in the forthcoming corporate
governance report to be contained in the Company’s annual report for
the financial year ending 31st December, 2006.
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Corporate Governance (Cont'd)

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
of the Listing Rules as its code of conduct regarding securities transactions
by the Directors. All Directors have confirmed, following a specific
enquiry by the Company, that they have fully complied with the required
standard as set out in the Model Code throughout the period under
review.

Purchase, Sale or Redemption of Shares

During the period under review, the Company made the following
purchases of its own shares on the Stock Exchange:

MWEEIE (8D
EEETRERBZTRTA

AN A CARAN B TR BER+ PTR 2 ARSI > AR
HE TR 5 ZAT PRI« SR R s E

AR o A AR AR A IS [ R A 5 A ST AR
Hesp I BT e 2 HRHE -

Sl ~ B B el By

BRI > AR R TS BT M I AR B 2 LA o s

Purchase consideration

per share

ERBERE
Number of Aggregate
shares purchased Highest Lowest  consideration paid
Month of purchases BERG A5 BERGOEE BSE BIEE AR ERE
HK$ HK$ HK$
T i T
January 2006 TRENE—H 3,324,000 11.85 11.00 38,884,700.00
February 2006 TEENRNFA 60,000 11.95 11.90 715,000.00
March 2006 ZEERNF=R 28,000 11.90 11.80 333,000.00
May 2006 CRENET S 74,000 20.30 20.00 1,483,700.00
June 2006 TEBENEN 618,000 20.40 18.45 11,695,000.00

Save as disclosed above, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s shares during
the six months ended 30th June, 2006.

Audit Committee Review

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a general review of
the unaudited interim financial report for the six months ended 30th
June, 2006. In carrying out this review, the Audit Committee has relied
on a review conducted by the Group’s external auditors in accordance
with Statement of Auditing Standards 700 issued by the HKICPA, and
on the interim results announcements of the listed associates, as well as
obtaining reports from management. The Audit Committee has not
undertaken detailed independent audit checks.

By Order of the Board
Lee Seng Hui

Chief Executive

Hong Kong, 14th September, 2006
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