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Condensed Consolidated Income Statement

for the six months ended 30th June, 2007

87 B Bx E WA ik

BE—ETEHANA =+ 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, 2007 with the comparative figures for the corresponding

period in 2006 are as follows:

B G REARATR ((AAF]) EHE ([FEFE)) R
B > ANTRHME AT (AL B2 %%t
EANH =4 HIEAAA 2 REETAR G SEAUER —F
FNEFM 2 CEHF T

Six months ended 30th June,
BEAA=THLXEA

2007 2006
Unaudited Unaudited
—EZTtF ZEENF
REBEX R
Notes HK$’000 HK$’000
R &E FHExT THsIT
Revenue Wes 4 2,125,787 1,180,285
Other income HAg A 220,963 87,549
Total income FA 2,346,750 1,267,834
Cost of sales and other direct costs S AR B At B B AR (301,898) (62,518)
Brokerage and commission expenses ek b (161,344) (119,144)
Selling and marketing expenses B R T R R B 3T (26,747) (31,240)
Administrative expenses ATBUBH 2 (630,321) (314,632)
Profit on disposal of subsidiaries H B I ) 2 23 62,321 -
Profit on deemed disposal of partial PR 75 45 B8 24 )
interests in subsidiaries RO RE £5 2 i Al - 231,120
Changes in values of properties V)R T 5 185,352 82,650
Net loss on deemed disposal of partial AR 4 BT A A
interests in listed associates TRUYHE#5 2 et TR A - (80,784)
Impairment loss recognised in respect of Bt A] ik H B 4 il i 7
an available-for-sale financial asset #2 WA R - (58,203)
Bad and doubtful debts SRR (110,695) (52,875)
Other operating expenses oA 2845 B S (61,266) (49,986)
Finance costs Pl R A 6 (138,375) (100,155)
Share of results of associates JREAL B 8 N ) S 163,067 71,502
Share of results of jointly controlled entities i /] 424 il £ 2 2E 4% 92,858 57,914
Profit before taxation R iy ¥4 ) 7 1,419,702 841,483
Taxation FiIE 8 (135,164) (78,841)
Profit for the period 2 38 ) 1,284,538 762,642
Attributable to JEAL T
Equity holders of the Company AN R 673,568 491,801
Minority interests BB AR A 610,970 270,841
1,284,538 762,642
HKS$ HK$
AT I
Earnings per share i e 25 9
Basic FEA 2.74 1.96
Diluted Hifeg 2.74 1.96
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Condensed Consolidated Balance Sheet

at 30th June, 2007

B ' AEa Ak

At 30th June,

At 31st December,

2007 2006
Unaudited Restated
R-ZEELHF R ZRLINAE
ANA=1+H +=H=+—H
RICER gl
Notes HK$'000 HK$/000
R FET T
Non-current assets IRBEE
Investment properties il <LyE 11 3,008,980 2,780,300
Property, plant and equipment E N NS 403,393 394,219
Prepaid land lease payments TASAE 352,864 291,196
Goodwill P 207,577 239,247
Intangible assets I G 377,455 376,330
Interests in associates NI 2,726,450 2,521,862
Interests in jointly controlled entities WAL R A 2 RS 1,012,278 914,092
Available-for-sale financial assets ALt A il 12 1,202,757 1,112,921
Statutory deposits Yk 71,703 78,687
Amounts due from associates Wt 3 | KK 78,000 78,000
Loans and advances to consumer —ERBZ AN B E S
finance customers due after one year B K 13 1,335,243 1,156,998
Loans and receivables R S AR K 14 5,884 33,603
Deferred tax assets R ST 56,785 47,709
10,839,369 10,025,164
Current assets REBEE
Properties held for sale and i B2
other inventories HiA & 483,870 525,000
Financial assets at fair value AR i AR A THE (R 3
through profit or loss Z AR 15 406,568 377,008
Prepaid land lease payments TASAE 6,005 4,517
Loans and advances to consumer —AEREZ FAAMBEE S
finance customers due within one year &5 13 1,740,172 1,654,167
Accounts receivable, deposits FEMCERR - #54
and prepayments T FEAT 16 17,377,817 3,753,345
Amounts due from associates W 3 | KK 72,289 80,702
Amount due from a jointly controlled entity —— [ &) % il 4 28 Kk 1,197 2,185
Tax recoverable AT Yig [ B IE 1,991 2,660
Short-term pledged bank deposit S ERSRATHEA A7 5K 1,000 1,000
Cash and cash equivalents B4 R 458 17 1,659,929 1,764,313
21,750,838 8,164,897
Current liabilities =R
Accounts payable and accrued charges JREAST MR B JRE - 2 T 18 2,544,983 1,552,676
Financial liabilities at fair value AR i AR A VB (H R 3
through profit or loss A 30,918 1,972
Amounts due to associates N - O/NGIE ¢ 12,775 12,527
Amount due to a jointly controlled entity B iy Ee e 84,063 79,063
Tax payable JREAT B TH 179,250 83,481
Bank and other borrowings due —AE N B A 2 SRAT
within one year B HoA A B 19 13,591,280 1,645,170
Loan notes BRI 20 67,867 -
Provisions Eedi 59,496 77,840
Dividend payable JREAS B, 97,873 -
Other liabilities due within one year EG ANl S R = 12,756 861
16,681,261 3,453,590
Net current assets REEEFH 5,069,577 4,711,307
Total assets less current liabilities HEERRBERS 15,908,946 14,736,471

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

at 30th June, 2007
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At 30th June,

At 31st December,

2007 2006
Unaudited Restated
R-ZEELHF R BZIRAF
~A=+H +=HA=+—H
RICER #H
Notes HK$’000 HK$’000
R FET AR
Capital and reserves IRA % k1
Share capital Jili&N 21 488,613 494,033
Reserves fit 7,384,347 6,791,381
Equity attributable to equity holders AR RERFELS
of the Company i 7,872,960 7,285,414
Equity component of convertible bonds —EMEAR .z TRRES
of a subsidiary Z T4 1,946 3,487
Minority interests DERRER 6,620,128 6,132,218
Total equity AR 14,495,034 13,421,119
Non-current liabilities FRBEE
Bank and other borrowings due — BRI 2 AT
after one year oAt £ £ 19 1,080,206 919,151
Loan notes B 20 45,010 110,650
Convertible bonds BIELY 4 €= 22 17,238 34,384
Deferred tax liabilities PRI I B K 270,439 249,979
Provisions Eedi 391 1,180
Other liabilities due after one year —AEE B 2 HoAl A 1 628 8
1,413,912 1,315,352
15,908,946 14,736,471
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Condensed Consolidated Statement of

Changes in Equity

for the six months ended 30th June, 2007

17 BH 555 & R

i

fix. 5 B 2

BE_EZZELHEANA=ZTHIEARMEA

Attributable to equity holders of the Company

AL LS
Investment ~~ Capital Non
Share Share  revaluation redemption  Translation distributable ~ Capital Accumulated  Dividend Minority Total
capital  premium  reserve  reseve  reserve  resene  resene  profis resene  Total  inferests  equity
bidc 2 it o4
Wi RONER O EMRG  BOBE  EARE  REBE O GARE  EhER RERA s Woes  EagE
HK§'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000
Tr  TEr  TEr  Thr T T g TEr T T T TiEx
At Tst January, 2006 BEZFAE-A—H 508657 1519481 238263 193491 (17449) 55226 34100 3576028 37,637 6,114,744 3998261 10,113,005
Gain on fair value changes of {4 K
availableforsale financial ~ AFMREZHZ
assels I : - 1304% : : : : : S04 %8436 2867
Defered tax EiEmA - - 62) - 76 - - - - 4 51 %
Bxchange differences arising T A MIMUE
on translation of operations  EFHRA &4
outside Hong Kong ZELER - - - - 330 - - - - 330 149 479
Share of post-acquisition ~~ JEI B EA
feserve movements of UL
asociates Riliss - - 33 S - 7 - S 6T 814 14919
Share of postacquisiion Mt A%
feserve movements of It
jointly controlled enities %) - - (40) - (357) - - - - Bo7) 08 630)
Netincome recognised BRI & iR
diectly in equity ZHAEE - - 130697 S 65 : 7 : S8 1066 2438
Profitfor the period A - - - - - - - 491,801 - 491800 270841 762642
Released on disposal of A Er{fi %
available-for-sale SREREN
financial assets L - - () - - - - - - (32211)  (25047)  (57,258)
Increase on deemed BRIERE—FINE
disposal of asubsidiary AR - - - - - - - - - - U U
Released on disposal of i E—THHEL
partial interests in ket
a subsidiary e - - - - - - - - - - 5900 590
Released on deemed Bt B R A TR
disposal of associates ap - - (260) - (2,660) - (1,981) - - (4921)  (5,770)  (10,691)
Totel recognised income and  HACBEZZ AT
expense fortheperiod 45 - - 9806 S e o9 491801 SO BT YA
Overprovision of expenses  BHFET N
for share repurchased v
in previous year BER - - - - - - - 333 - 333 - 333
Increase in minority interests (A~ A
due to placing of shares of AL &R )%
a subsidiary Rt s - - - - - - - - - - B10614 810,614
Acquisiion of additional  WeRE—FE L AlHEA
interests in a subsidiary i3] - - - - - - - - - - (3385)  (3,385)
2005 final dividend ERA-FZTERH
paid i4:) - - - - - - - - (37637)  (37,637) - (37,637)
2006 interim dvidend ~ EFR-FERE
declared sHRE - - - - - - - 49 1M - - -
Dividend distibuionto 7R T HHRR
minority nterests Bz RE - - - - - - - - - - W299) (43299)
Transferred from capital ~ EEAEA
feserve fo accumulated  Eff%
profits Z3Hith! - - - - - - (15) 15 - - - -
Shares repurchased and ~ REAERI &
cancelled it (8,208 - - - - - - #5106) - (B331) - 331
Transferred on share R
repurchase Lt - - - 8,208 - - - (8,208) - - - -
At 301h June, REFTRE
2006 AZTR 500449 1519481 336469 201,699  (13,605) 55226 14213989919 24944 6,616,003 5,114,766 11,730,769
ALLIED GROUP LIMITED Interim Report 2007
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Condensed Consolidated Statement of Changes in Equity  f& BH &5 S REZS s Bl & (49)
(Cont'd)

for the six months ended 30th June, 2007 BE_ZEZLFANA=ZTHIEAMA
Attributable to equity holders of the Company
KLRRRES
Equity
component of
Property  Investment  Capital Non convertible
Share Share  revaluation revaluation redemption Translation distributable ~ Capital Accumulated  Dividend bonds of  Minority Total
capital  premium  reserve  reseve  reserve  reseve  reseve  reseve  profitt reserve Total asubsidiary interests  equity
-8
il D]
E h& & Hik TERES 4%

Ba KR BfER  EGERE ROHE  EXRE  RRER AR REW RRGR it oREBf RREE R
HKS'000  HKS000  HK§000  HK§'000  HKS'000  HKS000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TR  TEn TR TAn  TER THn  TEn  TEn TEn  TEn TEr TAn TEn THR

At Tst January, RoEELE
2007 —~f-H
As originally sated HREZH 494033 1519481 19241 475381 208115 16275 55226 1517 4352905 98,633 7,40,807 3407 5,047,132 13,191,426
Prior year adjustments £ - - - B - - - - (1,0%8) Y - 185,086 229,693
As restated &7 494033 1519481 19241 521,026 208115 16275 55226 1517 4351867 98,633 7,285,414 3487 6,132,218 13421119

Gain on fairvelue changes ~ FI{kth E 4%

of available-forsale AHEESS

fnancial asels balt: - . - - - . . . - o118 29067
Deferred tax i | - - - (114) - - - 16 - - 98) - (103)  01)
Exchange differences SARE

arising on translation HEEH

of operations 4

outside Hong Kong EiEE - - - - - 1,532 - - - - 1,532 - 1,409 2,041
Share of post-acquisition A

reserve movements of I GRef

associates 24 - - - 8431 - 13,762 - (1493) - - 20,700 - 21,686 42,386
Share of postacquisition [ R I

reserve movements of (B

jointly controlled entities % - - - ) - 4,870 - - - - 4,866 - 1,627 6,493

Netincome and expense ~ Fi kI HE G il

recognised directly ALUAR

in equity EhE | - - - 135,500 - 20164 -4 - - 154187 - 156499 310,686
Profit for the period AR - - - - - - - - 673,568 - 673,568 - 610970 1,284,538
Released on disposal of & [kt

available-forsale financial 2 M B AR

asel #8 - - S 6) ; ; - - - - 40%) S E80e) (172062)
Total recognised income and HINE fiz2Z

expenses for he perid  SOA BB - . o s - W6 o4 73568 - T oM 136
Released on disposal R ERE LR

of subsidiaries g - - - - - - - - - - - - (69129)  (69,129)
Increased on deemed RIEBLENE

disposal of partial LR

interests in subsidiaries Hm - - - - - - - - - - - - 1,639 1,639

Issue of subsiciary's shares i1 St RHE R

to minority interests HELARE - - - - - - - - - - 056 34056

Dividend payable EfRE - - - - - - - - - 97873)  (97873) - - 9781)
Overprovision of dividend R ST - - - - - - - - 760 (760) - - - -
2007 iterim dividend £ HR-FELE

declared HHRE - - - - - - - - (36,646) 36,646 - - - -
Dividend distributionto 7K T» &R E

minority interests V41 - - - - - - - - - - - - (158,099) (158,099)
Partial redemption of ETRE

convertible bonds &% - - - - - - - - - - - (1541) - (1541)
Shares repurchased and Ak

cancelled it (5420) - - - - - - - (52,880) - (8300) - - (58,300)
Transferred on share TR R

repurchase iR - - - - 5420 - - - (5A0) - - - - -
At30th June, RoERLE

2007 RAZHA 8613 1519481 19241 5740 N3/ 36439 55,226 0491249 3666 TATR960 1946 6620128 14495034

ALLIED GROUP LIMITED Interim Report 2007
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Condensed Consolidated Cash Flow Statement

for the six months ended 30th June, 2007

i

B AR G Bl iR

BE—ETEHFANA =+ HIEAREA

Six months ended 30th June,
BEAA=THILAEAR

2007 2006
—EELE TRTGNAE
Note HK$’000 HK$’000
B 5E FHET T T
Operating activities rEEK
Cash (used in) from operations % (FTH) EXz8e
Increase in account receivable, eI BREK ~ %4 M TEAT R
deposits and prepayments JEHEIm (13,668,648) (8,607)
Other operating cash flows HAR A B i & 1,521,844 431,165
(12,146,804) 422,558
Interest paid EATHLE (97,435) (87,956)
Taxation paid EATBLIA (30,223) (29,937)
Net cash (used in) from operating ReEx®K (A FELE
activities REFH (12,274,462) 304,665
Investing activities REXK
Proceeds on disposal of available-for-sale 8 AJ {5 45 il 5 2
financial assets IRCE e 301,405 118,613
Proceeds on disposal of subsidiaries H B O 4 ] BT AS E
(net of cash and cash equivalents (FiprEHEZHE K
disposed) Bl EY) 23 54,903 -
Dividend received from associates KA BRSNS 11,176 9,770
Repayment (payment) of statutory deposits ¥ (3Zf}) EE#4E 8,174 (55,605)
Amount repaid by a jointly controlled — [ ] 2 A ZE A 0
entities ZAIE 2,488 2,470
Repayment of net amount due from Ea- VAR YN o4
investee companies N 1,747 -
Proceeds on disposal of property, B - MRS KR
plant and equipment T e 1,494 497
Dividend received from jointly A B L FE R
controlled entities i@ 1,173 -
Purchase of available-for-sale AT A R
financial assets o (95,626) -
Addition of prepaid land lease payments TRAH AT 3 (65,570) -
Purchase of property, plant and equipment A - Rifs K2k AH (33,003) (17,800)
Purchase of intangible assets PN IAS= (5,680) (1,095)
Amount advanced to jointly controlled BT LR
entities 12 (1,683) (1,437)
Acquisition of additional interests WS o 2 ) 2 AR AT
in subsidiaries RS (1,203) (3,958)
Acquisition of additional interests WS T 7 2 W) A
in associates HE i (913) (52,546)
Addition to investment properties WEREY (668) (245)
Amount advanced to associates KT B AT (14) (5,227)
Payment received for net amount due i /NEIRE NN
from associates Z K - 9,621
Proceeds on disposal of partial interests R — FAT BB 28 ] A M i
in a subsidiary Z A5 EkIE - 6,359
Proceeds on disposal of an investment RGN
property HIH - 1,400
Increase in pledged bank deposits EL A SRAT A7 3K - (28)
Net cash from investing activities REXBEERSFHE 178,200 10,789

A ALLIED GROUP LIMITED
BEERBEBERLA
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Condensed Consolidated Cash Flow Statement (Cont'd) ] BH %5

for the six months ended 30th June, 2007

T HleiiiExR G

BE—ETEHANA =+ HIEAREA

Six months ended 30th June,

BEAA=THIEAEA

2007 2006
—EBELF TAERENAE
HK$’000 HK$’000
THET T
Financing activities e S
New bank and other borrowings raised AR TR SR AT S A A 13,045,205 274,534
Proceeds received from issue of shares AT A W Ay i A
by subsidiaries HIH 35,814 63
Amount advanced from a jointly — [ [ ) A 2
controlled entity R 5,000 28,000
Amount advanced from associates B o F BGR 47 100
Repayment of bank and other borrowings — fE#RR1T K H At {4 & (956,470) (212,094)
Amounts paid on share repurchase W [l Fe A3 T S A R (58,300) (53,314)
Dividend paid by subsidiaries to i Je 2 w1 1] 20 U SR S A
minority shareholders Z R (52,044) (43,054)
Net distribution to minority interests D BUR R4 2 5 VR TR (25,939) (302)
Partial redemption of convertible bonds 8 ] 4 473 T 45 e £ (19,351) -
Proceeds from placing of shares T A5 — i e o > ) A
of a subsidiary 15 KIH - 1,152,005
Repurchase of loan notes i AGIRE St - (39,741)
Dividend paid 2o - (37,637)
Amount repaid to associates EIR I 2 W KR - (167)
Net cash from financing activities MEXKFELEESEE 11,973,962 1,068,393
Net (decrease) increase in cash BEREESEEY (BD)
and cash equivalents EINFER (122,300) 1,383,847
Effect of foreign exchange rate changes Exgmnoxg (503) 139
Cash and cash equivalents REMZHERRS
at the beginning of the period EEY 1,729,383 639,477
Cash and cash equivalents RERZRERRE
at the end of the period Z£EW 1,606,580 2,023,463
Cash and cash equivalents at RERZRER
the end of the period represented by: REZEEWE -
Cash and cash equivalents Re KRB &S ED 1,659,929 2,080,653
Bank overdrafts RITIEC (53,349) (57,190)
1,606,580 2,023,463
A ALLIED GROUP LIMITED Interim Report 2007
BEEBEBERLQEA TR



Notes to the Condensed Consolidated Financial
Statements

for the six months ended 30th June, 2007

T87 W 5 T 55 i 5 B e

1.

A

BASIS OF PREPARATION

The unaudited condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing of
Securities (“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”).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

The accounting policies used in the unaudited condensed
consolidated financial statements are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2006.

In the current period, the Group has applied, for the first time, a
number of new standards, amendments and interpretations (“New
HKFRSs”) issued by HKICPA, which are effective for the accounting
period beginning on 1st January, 2007. The adoption of these New
HKFRSs has had no material effect on how the results and financial
position for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period adjustment
has been required.

Potential impact arising on the new accounting standards not yet
effective

The Group has not early applied the following Hong Kong Financial
Reporting Standard (“HKFRS”), HKAS and Interpretation that have
been issued but are not yet effective and are pertinent to the
operations of the Group. The Directors of the Company
(“Directors”) anticipate that the application of this HKFRS, HKAS
and Interpretation will have no material impact on the results and
the financial position of the Group.

HKFRS 8 Operating Segments'
HKAS 23 (Revised) Borrowing Costs'
HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury

Share Transactions?

! Effective for annual periods beginning on or after 1st January, 2009.

2 Effective for annual periods beginning on or after 1st March, 2007.

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

for the six months ended 30th June, 2007

8] B &5 5 F 55 i AR B . ()

#

B ORELEANAZTHIEAMEA

3.

A

RESTATEMENT OF 2006 COMPARATIVES

The Group acquired the Quality HealthCare Asia Limited group
(“Acquisition”) during the second half of 2006. When preparing
the consolidated financial statements for the year ended 31st
December, 2006, the management was in the process of performing
the valuations of the net assets acquired in the Acquisition. Thus,
the net assets acquired and goodwill arising from the Acquisition
as shown in the 2006 consolidated financial statements could only
be determined provisionally.

The valuations of the net assets were completed in the first half of
2007 which has resulted in adjustments to the net assets acquired
and goodwill arising from the Acquisition, including additional
amortisation of intangible assets (see note 7). As a result, the
comparative figures in the consolidated balance sheet for the
current period are restated as if the adjustments had been
recognised on the date of the acquisition. The effects of the
restatements are analysed as follows:

3.

BN -ERARF BT

AR ENAE T AR ARG ES B A
BRI (TUCED) o A A A 2 — TN A
TTA=t R A B R >
T2 1E R A i A AT A
Bt R R ENELR A MBI R IR F O
AZ G R T e 2 BB T R 1 o

FEEMECR BT LREZIN - B

JEURE 1 SO I 2 T (L T O A 2 7 A

TR ALY R 2 REAMIES (RFEL7) o

I - AR 2 &5 A B E B AR R T D

HH > AN BT R 2RO H R o 4
MRS

As reported on
31st December,

As restated on
31st December,

2006 Adjustments 2006

BR-BTXRE R-BEXE

+=ZA=+-—H +=A=+-—H

Fr2%R ik FRE5|

HK$'000 HK$’000 HK$'000

T o0 T

Goodwill [k 295,581 (56,334) 239,247
Intangible assets I G 29,630 346,700 376,330
Deferred tax liabilities AR LB I B A& (189,306) (60,673) (249,979)
Reserves i 6,746,774 44,607 6,791,381
Minority interests DBUR RS 5,947,132 185,086 6,132,218

Certain other comparative figures have been reclassified to conform
to current period’s presentation and to be consistent with the
presentation in 2006 annual financial statements.

ALLIED GROUP LIMITED
BERBEBERLA

T HAB B R e R AT A A
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Notes to the Condensed Consolidated Financial Statements
(Cont'd)

for the six months ended 30th June, 2007

8] B &5 5 F 55 i AR B . ()
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4.

A

SEGMENT INFORMATION

Analysis of the Group’s business segmental information is as

AL Z SRS Y T ER TN

follows:
Six months ended 30th June, 2007
BZ_ZTLFAA=1TRHLEAER
Property
Investment, development  Corporate
broking and ~ Consumer and  and other
finance finance Healthcare investment operations Total
BE - PERRE  LER
kem  AARE R kg  HitEK BE
HK$’'000 HK$’'000 HK$’'000 HK$’'000 HK$’'000 HK$’'000
FHT THT THT THT THT THT
Revenue e 1,045415 537,135 465,804 97,625 120,721 2,266,700
Less: inter-segment revenue 18 2} FRH Z s (23,438) - - (4,365)  (113,110)  (140,913)
1,021,977 537,135 465,804 93,260 7,611 2,125,787
Segment results oA 741,723 297,777 37,194 232,114 (6,656) 1,302,152
Finance costs A& A (138,375)
Share of results of associates — FEAE 5 /A 7] 245 163,067
Share of results of jointly JEAG ] P 2
controlled entities £ 730 - 78 92,050 - 92,858
Profit before taxation W i 1,419,702
Taxation BiIA (135,164)
Profit for the period N ikl 1,284,538
Six months ended 30th June, 2006
BEZZZAFEAHAZTHIEAMA
Property
Investment, development Corporate
brokingand ~ Consumer and and other
finance finance  investment  operations Total
¥ WERE LR
& YNGR R oA RS Esk
HK$'000 HK$’000 HK$'000 HK$'000 HK$’000
T THIT THIT R THTT
Revenue Wi 649,677 485,877 88,974 8,201 1,232,729
Less: inter-segment revenue il & (42,192) - (4,227) (6,025) (52,444)
607,485 485,877 84,747 2,176 1,180,285
Segment results VRES 267,700 285,396 117,376 (8,586) 661,886
Profit on deemed disposal of partial BUE L R A 7
interests in subsidiaries O 4R 2 1k A 231,120
Net loss on deemed disposal of partial ~— HfE% i L&A A
interests in listed associates FEHER 2 1R IR A (80,784)
Finance costs Tl B A (100,155)
Share of results of associates R A i A ) S 71,502
Share of results of jointly JREAL L] 2 ) £ 2
controlled entities ES (18) - 57,932 - 57,914
Profit before taxation R i ) 841,483
Taxation BiIE (78,841)
Profit for the period 7 349 P i 762,642

ALLIED GROUP LIMITED
BEERBEBERLA
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2007

U A F¢ 5 W 5 R A2 P 2 (gD

4. SEGMENT INFORMATION (CONT’D)

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.

SYEBIN 2 28 5 T3 AT BT 445 07 B e 2 ek
AT

TR > A SR TR A o DL At [ 2 Wi s K
Gy EB2ERT 5 T 2 L E DR 10% o PRSI A
S5 5 TR o

5. CHANGES IN VALUES OF PROPERTIES 5. YIXEESD
Six months ended 30th June,
BEAA=+TRLEAEA
2007 2006
—BBLF TAERENAE
HK$’000 HK$’000
FHET Tt
Changes in values of properties /B
comprise: FLFE -
Increase in fair value of investment BEYEZ N PEE
properties Hm 174,264 99,703
Reversal (recognition) of impairment  # 1 (fE58) 7 1 B ) 2
loss of properties held for sale Z WG 10,668 (18,700)
Reversal of impairment loss of N LY 2E
hotel property B ER 420 1,647
185,352 82,650
6. FINANCE COSTS 6. BEMK

Six months ended 30th June,
BEAA=THLEAEA

2007 2006
—2TtHF ZERENF
HK$’000 HK$’000
FET THETT

Total finance costs included in: FEATAIIE B Z Rl e A A
Cost of sales and other direct costs B AR B At A 22,104 23,835
Finance costs Tl AR 138,375 100,155
160,479 123,990

A ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements  f&j BH £55 & BA B R F B (5H5)
(Cont'd)

for the six months ended 30th June, 2007 BEZFZLEASH=ZTHIEAMA
7. PROFIT BEFORE TAXATION 7. BRBAIRR
Six months ended 30th June,
BEASNA=THLEAEA
2007 2006
—2E3LF TERENE
HK$’000 HK$’000
FTHET THETT
Profit before taxation has been arrived  BR/BLHT I FIEL
at after charging: IR
Amortisation of intangible assets TR 11,071 1,946
Amortisation of prepaid land TEAE
lease payments 1S 2,482 2,224
Depreciation e 22,496 16,241
Loss on disposal of partial interests Y — TR B I 2 R AR M 4
in a subsidiary a5 - 261
Loss on partial redemption of 8 ] B 473 T 46 B
convertible bonds [ Eic] 510 -
Net unrealised loss on derivatives FITHE B fh 2 R S B 4R 3 AR 22,178 -
Net loss on disposal of property, HEYE - WE K
plant and equipment Z 286 -
and after crediting: WEFA
Dividend income from listed ERiEZ B
investments A 14,982 10,062
Dividend income from unlisted FEHREZRE
investments WA 116 3,332
Excess of net fair value over I 5B — o i 5 2 )
consideration arising BEAE AP E A
from acquisition of an associate AR 2 22 3
(included in other income) (FLHE 7E HAtl A TR 242 9,011
Interest income FLEMA 800,448 622,741
Net profit on dealing in leveraged ARSI EAZ 5 T ]
foreign currencies A 6,888 4,131
Net profit on disposal of T
available-for-sale financial assets T M AR (R TE
(included in other income) A A AT 208,315 68,706
Net profit on disposal of property, HEWE - R R
plant and equipment i I A - 207
Net profit on other dealing activities — HAth B 5 /& By it #1540 7,813 17,725
Net realised profit on derivatives A 7 il 2 O S B I )V AR 42,142 9,508
Net realised profit on financial assets  ##4H & R4 /8 T (H 3R
at fair value through profit or loss Z A E 2 O B A 47,743 13,523
Net unrealised profit on derivatives A7 2 S Wi 22 A 888 B ) T B - 6,406
Net unrealised profit on financial 7508 1 A MR PR (B R PR
assets at fair value through ARV RE R
profit or loss T A T BH 49,735 6,845
Share of profit from discontinued MG B AR 2
operations of listed associates B A I S8 SR
(included in share of results of (L FETE AL T 2 A
associates) EHN) 60,616 2,512

A

ALLIED GROUP LIMITED
BEERBEBERLA
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)
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for the six months ended 30th June, 2007

a1 W %08 6 U 255 i 3R B e (D

8. TAXATION

=<}
=
S

Six months ended 30th June,
BEANAZTHLEKEA

2007 2006
—2E2LF TERENE
HK$’000 HK$’000
THET Tt
The income tax charge comprises: BB ST L

Current tax: AHABLIA
Hong Kong wB 125,935 75,803
Outside Hong Kong FHELUSMb 721 553
126,656 76,356
Deferred tax IR AR TH 8,508 2,485
135,164 78,841

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.

9. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share attributable
to the equity holders of the Company is based on the following:

T B P 2 & U RSB 3 LA R 2 Al s T A
IR BIER1 7. 5%F 5 -

VIS LA BT A B ) 2 S
it

9. BREF

A TR A P A T v 28 M T R DA
B

Six months ended 30th June,
BEAA=THLEAEA

2007 2006
—EELE TAERENAE
HK$’000 HK$’000
FHET Tt
Earnings P
Earnings for the purpose of AT R A A
basic earnings per share BAN 2 BF] (]
(profit for the period attributable JB SR IE A1 35
to equity holders of the Company) i ) 673,568 491,801
Effect of dilutive potential e N TR
ordinary shares: BUE
Adjustment to earnings in respect T T B ) 2 R
of the effect of dilutive Pt e 2 A R T TE v
potential ordinary shares arising ROREE A
from warrants of a subsidiary Z - (30)
Adjustment to the share of results FRIHE N R RN 2
of associates based on RN A T SERTE
dilution of their earnings per share 2 - (673)
Earnings for the purpose of diluted FHLAGH LA TR 4 T 22 )
earnings per share ZHH) 673,568 491,098
‘000 ‘000
TR T
Number of shares R BB
Weighted average number of VAR R A
ordinary shares for the purpose of eV 78 ) 2 A R
basic and diluted earnings per share V3% 246,018 251,200

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

for the six months ended 30th June, 2007

a1 B %08 6 U 255 i 3R B R (D

10.

11.

A

DIVIDEND

Six months ended 30th June,
BEAA=THLEAEA

2007 2006
—EELF TERERE
HK$’000 HK$’000
FHExT THsT
Ordinary shares: HAd R
Interim dividend declared after HHARFEIRZ
the balance sheet date HR I S

of HK15 cents per share B 15wl

(2006: HK10 cents per share) (TBFINAE - B 10 A 36,646 24,944

The amount of the interim dividend for the six months ended
30th June, 2007 has been calculated by reference to 244,306,423
shares in issue at 14th September, 2007.

During the period under review, the Company did not pay any
dividend. For the corresponding period in 2006, the Company paid
a dividend of HK$37,637,000, representing HK15 cents per share,
being final dividend of 2005.

BECEZZELEANAZTHIEAEA Z Pk
BE#EI2%N _FF-LEA U E BT
RE05244,306,423 05 -

TR BRI > AR A AR BT RIS o R T
FENFRM > AN FIREEF337,637,0004 70
ZE > BRI 5L > b B HAER Y
RIS,

INVESTMENT PROPERTIES 1. REYXE
HK$’000
Tt

Valuation fh{E
At 1st January, 2006 W EENE—H—H 2,626,100
Additions Hm 213
Disposal i (14,000)
Transferred from property, HBAYE - KE

plant and equipment Y& 34,200
Transferred to property, R - MR

plant and equipment BBt (106,509)
Increase in fair value during the year  4F AT E{E /0 240,296
At 31st December, 2006 W FEFENETA=T—H 2,780,300
Additions Hm 668
Transferred from properties held HEATTHE

for sale LB 53,748
Increase in fair value for the period R FE BRI 174,264
At 30th June, 2007 ATERLFEASA=ZTH 3,008,980

The fair value of the Group’s investment properties at 30th June,
2007 has been arrived at on the basis of a valuation carried out at
that date by Norton Appraisals Limited, an independent valuer
not connected with the Group. The valuation, which conforms to
The Hong Kong Institute of Surveyors Valuation Standards on
Properties (1st Edition) published by the Hong Kong Institute of
Surveyors, was based on rental capitalisation.

ALLIED GROUP LIMITED
BEERBEBERLA

ALEMBEYER —FTLEAA=ZTHZR
ST AR A LA S5 0 0L 08 B W 2 98 7. i i o
0 B R AG A BR S R H AT 2l (0
B0 RZAGE YRS 7 ik DI i AL 6 B AR )
SEAGEYERD R — R > MR E AL T

H
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2007

U B0 5 Ve R A i D)

BE—ETEHANA =+ HIEAREA

12. AVAILABLE-FOR-SALE FINANCIAL ASSETS

13.

A

12. AIHESRERE

At 30th June,

At 31st December,

2007 2006
R-BELF T AR ENAE
RB=+H tZH=+—H
HK$’000 HK$’000
THET T T
Listed equity securities, at fair value, ~ HMZEEBEITZ BT
issued by corporate entities AR S > N TARE
Hong Kong iR 881,774 954,119
Outside Hong Kong B s LA b 128,916 9,151
1,010,690 963,270
Unlisted equity securities, at fair value, H&FEEME T2 I LT
issued by corporate entities AR S > N ARE
Hong Kong FiE 275 275
Outside Hong Kong Fs LA b [ 191,792 149,376
192,067 149,651
1,202,757 1,112,921

LOANS AND ADVANCES TO CONSUMER FINANCE CUSTOMERS

13. RAMBEFERRBRK

At 30th June,

At 31st December,

2007 2006
R-ZBTLF R FERINAE
NA=1+H +—-HA=+—H
HK$’000 HK$’000
FHET THsIT
Loans and advances to consumer RN % 5 Bk &
finance customers R 3,324,744 3,015,726
Less: impairment W R (249,329) (204,561)
3,075,415 2,811,165
Less: amount due within one year W AR R EN RS By
and shown under current assets TMENEE Y &R (1,740,172) (1,654,167)
Amount due after one year %R 2 SR 1,335,243 1,156,998

ALLIED GROUP LIMITED
BERBEBERLA
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Notes to the Condensed Consolidated Financial Statements

(Cont'd)

for the six months ended 30th June, 2007

WEZFLZLHFEAA=ZTHIEA

8] B &5 5 F 55 i AR B . ()

14. LOANS AND RECEIVABLES

1

4.

B W AR

At 30th June,

At 31st December,

2007 2006

R-BELF e AN

ANA=1+H +-HA=+—H

HK$’000 HK$’000

FHExT THsT

Amounts due from investee companies T &/ 7 KK 6,696 6,667
Long-term portion of term loans AR A BB SRR

and other receivables (note 16) 2Ry (st 16) 635 28,383

7,331 35,050

Less: impairment AR A=A (1,447) (1,447)

5,884 33,603

15. FINANCIAL ASSETS AT FAIR VALUETHROUGH PROFIT OR LOSS

At 30th June,

15. EBRBRBLAVEEREZSHEE

At 31st December,

2007 2006
R-BZLHF i AN
AA=Z+H t+ZH=E+—H
HK$’000 HK$’000
FHET Tt
Held for trading investments BEBEERE
Listed equity securities, at fair value, ~ EATRAR S » /A FEE
issued by corporate entities ERTE S gt kg
Hong Kong iR 91,257 98,765
Outside Hong Kong FHE LM R 10,576 4,732
issued by banks i SRATEAT
Hong Kong EiRE 32,033 36,344
issued by public utility entities M A BT
Hong Kong HiE 37 465
133,903 140,306
Unlisted equity securities, at fair value 17 i LASIMh & 4> £ TS
issued by corporate entities outside BATZ I EWRA RS
Hong Kong 1 TE 7,167 3,259
Warrants and options listed A b AR RHE RS
in Hong Kong, at fair value FRMERE > R AFEE 8,458 1,727
Other, at fair value HAl o #HAEE 603 586
150,131 145,878
Equity securities in unlisted FEMREEESHRERS
investment funds, at fair value RO EE
issued by corporate entities A s LA S 2E R
outside Hong Kong BT 256,437 231,130
406,568 377,008

ALLIED GROUP LIMITED
BEERBEBERLA
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Notes to the Condensed Consolidated Financial Statements  f&j BH #35 & BA B R F B (55)
(Cont’d)

for the six months ended 30th June, 2007 BE_ZEZLFANA=ZTHIEAMA
16. ACCOUNTS RECEIVABLE, DEPOSITS AND PREPAYMENTS 16. EWER - REeRBENRE
At 30th June, 2007 At 31st December, 2006
R-ZBTLHF A BRI
~A=+H +—-A=+—H
HK$’000 HK$’000 HK$'000 HK$’000
FET FET ARG RPN
Trade receivables JEWE 5 Rk
— Accounts receivable from — WS BT -
exchanges, brokers and clients WL REFRK 2,141,314 1,252,972
— Less: impairment — W WA (24,665) (22,001)
2,116,649 1,230,971
Secured term loans A A A B R 799,531 438,229
Less: impairment W WE (16,308) (24,928)
783,223 413,301
Unsecured term loan SR A I B 5,230 3,965
2,905,102 1,648,237
Margin loans R TEK 2,818,495 1,841,891
IPO financing BHRAMBRER 11,229,421 -
Less: impairment W WE (49,253) (58,461)
13,998,663 1,783,430
16,903,765 3,431,667
Interest receivables JREWRI]E 58,844 44,487
Other accounts receivable, HAbEWRK ~ %4
deposits and prepayments BTN IE 415,843 305,574
17,378,452 3,781,728
Less: long term portion of W AR RO A
term loans and other JEWCEIE 2 =1
receivables (note 14) B (BEE14) (635) (28,383)
17,377,817 3,753,345

A ALLIED GROUP LIMITED Interim Report 2007
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Notes to the Condensed Consolidated Financial Statements
(Cont'd)

for the six months ended 30th June, 2007

8] B &5 5 F 55 i AR B . ()

BE—ETEHFANA =+ HIEAREA

16.

17.

A

ACCOUNTS RECEIVABLE, DEPOSITS AND PREPAYMENTS
(CONT’D)

Included in accounts receivable, deposits and repayments are trade
receivables and term loans totalling HK$2,905,102,000 (at 31st

16.

FEWERR « HERANKE (@

h A R { Z B
MW 5 IR &AW Ak MR 3t

December, 2006: HK$1,648,237,000), the aged analysis of which 2,905,102,000# 7T (A —FF A E+ A=+
is as follows: —H :1,648,237,000#70) > HEREEHran
T

At 30th June, At 31st December,

2007 2006

R-ZE2LHF W FENE

~A=tA  +ZA=+—H

HK$’000 HK$'000

THET T-He 7T

0 to 30 days Z#30H 2,515,085 1,479,863
31 to 180 days 312180 H 289,253 101,633
181 to 365 days 181 % 365 H 72,646 4,742
over 365 days 365 HELE 69,091 108,928
2,946,075 1,695,166
Less: impairment W R (40,973) (46,929)
2,905,102 1,648,237

No aged analysis on margin client’s receivables and IPO financing
is disclosed as, in the opinion of the Directors, an aged analysis is
not meaningful in view of the nature of the business of securities
margin financing and IPO financing.

Details of the interest rates and maturity dates of terms loans and
margin loans and IPO financing are disclosed in note 30.

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, 2007 was
HK$21,701,397,000 (at 31st December, 2006: HK$11,022,589,000).

CASH AND CASH EQUIVALENTS

17.

PR T S B A R e I Rl B A PR R B
N EBVER - BB MR R O R P AR T
O BB R 2 BRI MR 2R - Wl
9 5 A B AR B AT

IR T S AR B W o B A B B 2 A
R REH A AR B RE S 305H P 4R -

REMPFHFEF 2 b &Ik ETwES LY
VER AR HER KA M ER M - L
T HR _TTEEANA=ZTHZATEES
21,701,397,000#7C (7 —FEEANF+H=1+
—H :11,022,589,000%75) ©

RERREEEY

At 30th June, At 31st December,

2007 2006

R-FELHF e AN

~B=1+H +=—HA=+—H

HK$’000 HK$’000

FHET THsoT

Bank balances and cash SRATHE R KB4 643,597 612,540
Fixed deposits with banks SRATE B K 1,008,611 1,144,098
Treasury bills B JoE 5 7,721 7,675
1,659,929 1,764,313

The Group maintains trust and segregated accounts with licensed
banks to hold clients’ deposits arising from normal business
transactions. At 30th June, 2007, trust and segregated accounts
not dealt with in these accounts totalled HK$4,248,363,000 (at
31st December, 2006: HK$3,461,364,000).

ALLIED GROUP LIMITED
BEERBEBERLA

AL AR AR T B S A B s T B SLIR P - S
0 H O EB TR MRRA 2 B PG ER - i
TEELENAZTH > FRERBELIES IR
IR AIRIAT 2 &8 57%4,248,363,000% 7T
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2007
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BE—ETEHANA =+ HIEAREA

18. ACCOUNTS PAYABLE AND ACCRUED CHARGES

18. ERERKREER

At 30th June, At 31st December,
2007 2006
RBRLE R OEBEAE
RA=TH +=A=+—H

HK$’000 HK$’000
THET T
Trade payable JREAT B 5 Bk
— Accounts payable to exchanges, — M ZZ G T - K
brokers and clients KPR 1,773,107 1,036,033
— Other trade payables — HABREAT 2 5 IRk 10,743 22,621
1,783,850 1,058,654
Other accounts payable and HoAth AT AR B
accrued charges JREF 2 754,729 489,383
Amount due to investee companies YN 4 -/ NCIE el 6,404 4,639
2,544,983 1,552,676

The aged analysis of the trade payables is as follows:

JEAS & o Wk i AT an T

At 30th June, At 31st December,
2007 2006
R-BELF R ZRZINAE
RXA=+A t+ZH=1—H

HK$’000 HK$’000

FHExT Tt

0 to 30 days £% 30 H 1,747,730 1,018,680
31 to 180 days 312180 H 21,732 12,909
181 to 365 days 181 £ 365 H 424 1,782
Over 365 days 365 HLL 13,964 25,283
1,783,850 1,058,654

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, 2007
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BE—ETEHFANA =+ HIEAREA

19. BANK AND OTHER BORROWINGS

19. BITREMEE

At 30th June, At 31st December,

2007 2006
R-BZLF RN
ANA=t+H +=A=+—H
HK$’000 HK$’000
FET T
Bank borrowings comprise: SRATIE B ELHE -
Bank loans AT 14,610,137 2,521,391
Bank overdrafts AT 53,349 34,930
14,663,486 2,556,321
Other borrowings HAth £ 8,000 8,000
14,671,486 2,564,321
Analysed as: G5
Secured REEiiwCl 2,347,130 1,556,029
Unsecured S 12,324,356 1,008,292
14,671,486 2,564,321
Analysed for reporting purposes as: 2 E RHETT 2 A0
Current liabilities i B=Yi 13,591,280 1,645,170
Non-current liabilities FEE) A & 1,080,206 919,151
14,671,486 2,564,321
20. LOAN NOTES 20. ERRE
At 30th June, At 31st December,
2007 2006
R-BELF RN
NA=1+H +=H=+—H
HK$’000 HK$'000
FET T
At amortised cost REH AR
Loan notes issued by the Company A R AT RO 45,010 44,011
Loan notes issued by a listed subsidiary — [ 177 B & 2 7] 3847 883k b 67,867 66,639
112,877 110,650
Less: amount due within one year and I8 : —4 A B KA i By BT T SR
shown under current liabilities Z#JE (67,867) -
Amount due after one year — B F FOE 45,010 110,650

The loan notes of the Company and those of the listed subsidiary,
Sun Hung Kai & Co. Limited (“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 carry interest at 2.25% per annum and are due on
15th August, 2008. The loan notes issued by Sun Hung Kai carry
interest at 4.00% per annum and are due to mature on 7th March,
2008. The Group recognises the finance cost using effective interest
rates applied to the notes at 7.00% and 7.90% per annum
respectively.
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)
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21.

22.

A

SHARE CAPITAL 21. B
Number Value
of shares EE
REE HK$’000
THsIT
Ordinary shares of HK$2 each B IREE 2 W T2 A
Authorised: B
At 31st December, 2006 WEERENETZA=ZT—HK
and 30th June, 2007 TEEELFEANA=TH 650,000,000 1,300,000
Issued and fully paid: 8T RBE
At 1st January, 2007 REELFE—~A—H 247,016,423 494,033
Shares repurchased and cancelled S [v) R B A 10y (2,710,000) (5,420)
At 30th June, 2007 BN oEELFEANA=ZTH 244,306,423 488,613

During the period, the Company repurchased a total of 2,710,000
of its own ordinary shares at an aggregate cost of approximately
HK$58,300,000, which included transaction costs of
approximately HK$159,000, 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.

CONVERTIBLE BONDS

The convertible bonds were issued on 10th November, 2006 by
Allied Properties (H.K.) Limited (“Allied Properties”), a subsidiary
of the Company, at HK$10.0 per convertible bond. The convertible
bonds bear interest at 7.00% per annum for the period from
10th November, 2006 to 30th June, 2009 and, 4.00% per annum
for the period from Tst July, 2009 to 9th November, 2011. Holders
of the convertible bonds have the right to convert the convertible
bonds, into shares of Allied Properties by dividing the outstanding
principal amounts of the convertible bonds by the conversion price
of HK$10.0 per share, subject to adjustment (note), during the
conversion period commencing from 1st July, 2009 and ending
on the business date falling ten business days immediately
preceding 9th November, 2011. The convertible bonds, if not
already redeemed or converted, will be mandatory redeemable
by Allied Properties on the maturity date of 9th November, 2011.
Allied Properties has the option to early redeem the convertible
bonds on the day falling every six months after the date of issue of
the convertible bonds.

On 23rd February, 2007, Allied Properties announced a partial
redemption of the convertible bonds, being HK$5.0 out of the
principal amount of HK$10.0 per convertible bond. Accordingly,
convertible bonds at an amortised cost of HK$17,209,000
attributable to the Group were redeemed during the period.

On 13th August, 2007, Allied Properties announced that all
outstanding convertible bonds would be redeemed on 31st August,
2007. Details of the redemption were set out in paragraph (b) of
note 28.

Note: Pursuant to the terms and conditions of the convertible bonds, the
conversion price of the conversion rights attaching to the convertible
bonds was adjusted with the subdivision of shares of Allied Properties
effective on 21st August, 2007. Holders of the convertible bonds
have the right to convert the convertible bonds, into shares of Allied
Properties by dividing the outstanding principal amounts of the
convertible bonds by the conversion price of HK$1.0 per share.

ALLIED GROUP LIMITED
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Notes to the Condensed Consolidated Financial Statements

(Cont'd)

for the six months ended 30th June, 2007
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23. DISPOSAL OF SUBSIDIARIES

A

23.

In May 2007, the Group disposed a group of subsidiaries engaged
in the treasury investment business and the provision of mortgage
finance and other related services. The operations were included
in the consumer finance segment. The net assets of the group of
subsidiaries at the date of disposal were as follows:

HEK B AR

T FLERA - AREEHE A E R
BB S K p e AR D A A B
B2 MHE AR o A BSEDS R AR BT T
T H 2 a2 AR B 2 ) B FHEA R

HK$’000
THETT
Net assets disposed of: OB e
Property, plant and equipment L ERN NI ] 15
Deferred tax assets AR TH 2,612
Financial assets at fair value BRI IRAL A TR IR 2
through profit and loss SR 6,769
Loans and advances to consumer FANH % F A3
finance customers BB 8,167
Accounts receivable, deposits MEMCHERR ~ $4 I TE AT
and prepayments HIH 22,282
Cash and cash equivalents Bl B a5 193,306
Accounts payable and JREAS AR I
accrued charges #H (2,621)
230,530
Minority interests DB HME AR (69,129)
161,401
Attributable goodwill JREAL i 24,487
185,888
Profit on disposal Hh B Y ) 62,321
Total consideration settled by cash DAB 37 0 2 A 248,209
Analysis of the net inflow of cash A T R B o ] 2 B
and cash equivalents in respect BESEWRA
of the disposal of subsidiaries FHRNT
Cash consideration B XAV
(after deducting expenses) (FUBRBAS %) 248,209
Cash and cash equivalent B E KBS
disposed of EEY (193,306)
54,903
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2007

a1 W %08 6 U 255 i 3R B e (D

WEZFLZLHFEAA=ZTHIEA

24.

25.

A

(a)

CONTINGENT LIABILITIES

24, RAREE

At the balance sheet date, the Group had guarantees as (@) REHEH > AEEEDZHERNT
follows:
At 30th June, At 31st December,
2007 2006
R-BZLHE i AN
AA=+tE +ZA=t+—H
HK$’000 HK$’000
THET T T
Indemnities on banking A5 F R &
guarantees made available W R T
to a clearing house and SATIERAE
regulatory body AR SR IR 5,540 5,540
Other guarantees HAER 1,400 12,098
6,940 17,638
In June 2006, Sun Hung Kai received notice of a 2001 order (b) TEELRENA > W AERET R

made by the Hubei Province Higher Peoples Court in China
freezing US$3 million of funds (or assets of equivalent value)
of Sun Hung Kai Securities Limited (“SHKS”), a wholly-owned
subsidiary of Sun Hung Kai, pursuant to which SHKS’s shares
in Chang Zhou Power Development Company Limited in
China (“Chang Zhou Shares”) (worth US$3 million) were
frozen. SHKS had sold all of its beneficial interests in the
Chang Zhou Shares in 1998. Sun Hung Kai continues to

investigate the matter.

CAPITAL COMMITMENTS

SRS ONEA e = S S i ]
> )4 TR R AR 2 2 B A W T
BLAE S A R 7] (DR RERE SR ]) 31 #3
TESE HEELERE) - It FBEGL
FrI P B R M T B R A PR ®) 2 Ry
(TRM B ]) (EE3 | #EET) M2 H
& o BRELE O — IULVE R B RN

JBe 2 T A i M
HAFAE A -

25. BARE

At 30th June,

o HrERIE IE A A L

At 31st December,

2007 2006
R-EZLHF WA A EINAE
AA=tH t+ZA=+—H
HK$’000 HK$’000
TET TH#ETT
Capital expenditure contracted for CEMARTELES
but not provided for in the AR R T EHEAS
consolidated financial statements ZEARB 26,959 38,663
Capital expenditure authorised EERHEERENZ
but not contracted for BAB L 4,566 1,000
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Notes to the Condensed Consolidated Financial Statements
(Cont'd)

for the six months ended 30th June, 2007
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26.

27.

A

OPERATING LEASE COMMITMENTS

At balance sheet date, the Group had outstanding minimum lease
payments under non-cancellable operating leases, which fall due
as follows:

26.

At 30th June, 2007

ERAOZH

RSB - AR SR AR IR AN AT R SRR A TR
AU B S A 2 R ARAR AT

At 31st December, 2006

R-BZLHE R TINAE
~A=+H +ZA=+—H
Land and Land and
buildings Others buildings Others
T REF Hitt LT HoAt
HK$’000 HK$’000 HK$'000 HK$’000
FHET FHET Tt Tt
Within one year —FR 102,087 3,052 114,425 6,608
In the second to fifth years R B AR
inclusive (EL45 B R W 4E ) 86,788 923 116,993 795
Over five years TAEM E - - 5 -
188,875 3,975 231,423 7,403

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

PLEDGE OF ASSETS

At 30th June, 2007, 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$4,077,124,000 (at 31st December, 2006: HK$3,819,889,000),
listed investments belonging to the Group and margin clients with
market values of HK$2,513,327,000 (at 31st December, 2006:
HK$142,130,000) and HK$1,958,848,000 (at 31st December,
2006: HK$1,164,085,000) respectively together with certain
securities in respect of listed subsidiaries held by the Company
and its subsidiaries, the carrying value of which in their respective
accounts totalling HK$3,668,884,000 (at 31st December, 2006:
HK$3,845,221,000) were pledged to secure loans and general
banking facilities to the extent of HK$3,370,230,000 (at 31st
December, 2006: HK$3,275,591,000) granted to the Group.
Facilities amounting to HK$2,347,130,000 (at 31st December,
2006: HK$1,556,029,000) were utilised at 30th June, 2007.

At 30th June, 2007, a bank deposit of HK$1,000,000 (at 31st
December, 2006: HK$1,000,000) was pledged to secure a bank
guarantee amounting to HK$2,000,000 (at 31st December, 2006:
HK$2,000,000).

ALLIED GROUP LIMITED
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BERA

MoEZEFEANH=TH > REEETREY
¥ WEWE - L RAET  THACBE K
Y SENR T A(E 5 4,077,124,0008 5T (R %
ENREF+HA=+—H:3,819,889,000
Jo) ~ BRALEKITREF 2 LRGN ES
Al %52,513,327,0004 70 (B —EENFE+H
=+—H :142,130,000%70) %1,958,848,000
B (R FEEXNEF+ _HA=+—H
1,164,085,000%5 70) > B[R] A2 ) e FLB g 2
FARFEZ LB AR Z & TS HEAE
H iR 2 BRE(E A 3£ 3,668,884,000% 7T (i
TEREBENFEFTHZ=+—H : 3,845,221,000
Jo) R T AN SE [ 5 £ 3,370,230,0003 70 (74
ZEENFEAFZH=Z+—H :3,275,591,000%
J6) Z B — AR T E B E I o R F
tHEANA=Z1TH BERHAZEEEL
2,347,130,000% ¢ (R —FFANFE A =1
—H :1,556,029,000% ) °
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2007
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28. EVENTS AFTER THE BALANCE SHEET DATE

(@) On 7th June, 2007, Bright Clear Limited, an indirectly wholly-
owned subsidiary of the Company, entered into a conditional
sale and purchase agreement with Sun Hung Kai and two
subsidiaries of Sun Hung Kai (collectively “Vendors”) to
acquire from the Vendors in aggregate 379,291,800 shares
in Yu Ming Investments Limited (“Yu Ming”), representing
approximately 22.428% of the then issued share capital of
Yu Ming at an aggregate consideration of approximately
HK$166,888,000. The transaction was completed on
31st August, 2007. Details of the transaction were contained
in the joint announcement dated 11th June, 2007 made by
the Company, Allied Properties and Sun Hung Kai and the
circulars dated 3rd July, 2007 issued by Allied Properties and
Sun Hung Kai respectively.

(b) On 13th August, 2007, Allied Properties announced that all
outstanding convertible bonds would be redeemed on
31st August, 2007. The redemption monies, together with
accrued interest amounting to HK$274,523,000 is expected
to be payable within 7 business days after bondholders
surrender their convertible bond certificates at the share
registrar of Allied Properties from 10th September, 2007 to
21st September, 2007 (both days inclusive).

A ALLIED GROUP LIMITED
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Bft & /A 1 Bright Clear Limited 523 #6 % &
S 3 Y T B N 7 (SRR (55 7)) /T —
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29. 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.

29. FHEEHRSRIHIMN

DATR 81 A 4 B AT A 0 H 2 S LR - o
HIRATE A H RN BRI E -

At 30th June, 2007
R-ZBZELFXA=+H
On Within 3 months 1 year to After
demand 3 months to 1 year 5 years 5 years Total
=@A —FZ
EGEE =EAR Z—F iE aE# @st
HK$’000 HK$000 HK$'000 HK$'000 HK$000 HK$’000
FTHET FTET FTERT FTHET FTHET FTHET
Assets BE
Fixed deposits with banks SRATE AR - 1,008,611 - - - 1,008,611
Loans and advances to AN &P 3
consumer finance customers JEEK 334,757 429,855 1,122,159 1,351,992 85,981 3,324,744
Term loan due from a listed JRE i — IH] L i
associate AR R - - 5,000 - - 5,000
Loan notes due from a listed JEN— ] b g
associate AFVREE - - - 78,000 - 78,000
Term loans FER NS S 106,621 250,328 447,812 - - 804,761
Treasury bills I B 5 - 7,721 - - - 7,721
Liabilities Al
Bank and other borrowings AT R A B 8,000 13,481,734 101,546 1,019,236 60,970 14,671,486
Loan notes R - - 67,867 45,010 - 112,877
Convertible bonds RS - - - 17,238 - 17,238
Assets B
Fixed deposits with banks SRATE B — 1,144,098 - - - 1,144,098
Loans and advances to FANBTH % F A3
consumer finance customers & T 249,525 421,881 1,108,643 1,156,094 79,583 3,015,726
Term loan due from a listed JEN— ] b g
associate YNGIRERGUE o4 - 5,000 - - - 5,000
Loan notes due from a listed JRE M — IH] L i
associate ARV - - - 78,000 - 78,000
Term loans A WEK 216,120 190,062 8,412 27,600 — 442,194
Treasury bills I8 - 7,675 - - - 7,675
Liabilities AR
Bank and other borrowings AT B HA B 8,000 1,339,089 298,081 919,151 - 2,564,321
Loan notes BNE - - - 110,650 - 110,650
Convertible bonds AR % - - - 34,384 - 34,384
Obligation under a finance [Ei3=xih=y
lease =N - 5 4 4 - 13

30. FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial sector and sound risk management
is a cornerstone of prudent and successful financial practice. The
Group acknowledges that a balance must be achieved between
risks control and business growth. The principal financial risks
inherent in the Group’s business are market risk, credit risk, liquidity
risk and interest-rate risk. The Group’s risk management objective
is to enhance shareholder value while maintaining risk exposures

within acceptable limits.
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30.

A

FINANCIAL RISK MANAGEMENT (CONT’D)

The Group’s risk management governance structure is designed to
cover all our businesses and to ensure various risks are properly
managed and controlled in the course of business. The Group has
a sound risk management organisational structure as well as
comprehensive policies and procedures for risk management which
are reviewed regularly and modified where necessary in response
to changes to markets, the operating environment or business
strategies.

The Board of Directors, representing the interests of shareholders,
has the ultimate responsibility for risk management. The Board,
with the assistance of its committees, has the primary responsibility
for the determination of risk management strategies and for ensuring
that the Group has an effective risk management system to
implement the risk management strategies. The relevant Risk
Management Committee (“RMC”), supported by the relevant Risks
Control department (“RCD”), is charged with the major
responsibilities to define, analyse, and ensure, through appropriate
mechanisms, the monitoring of the various risks which may be
encountered by the Group from its various activities pursuant to
the written terms of reference of the Committee. The RMC shall
also act as a provider of assurance (in conjunction with the Group’s
Internal Audit and Compliance departments (“IAC”) and the
external auditors) to the Board in its annual review of various risk
management functions.

The relevant Credit Committee (“Credco”), which reports to the
executive committee of the relevant group companies, is
responsible to ensure the proper monitoring and control of the
credit activities, risks and exposure of the Group. The relevant IAC
have responsibilities to perform 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 primarily arises from our available-for-sale
financial assets, various managed fund investments, as
well as trading activities, including market-making and
proprietary trading. Trading activities across the Group
are subject to limits approved by the RMC. The relevant
RCD independently monitors and reports the positions,
risks and profit and loss (“P&L”) of its proprietary trading
activities involving derivatives, leveraged foreign
exchange and bullion. 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 P&L.

The Group’s various proprietary trading positions and
P&L are reported daily to senior management for review.
The relevant IAC also performs audits to supplement
the above controls to ensure compliance with the
established market risk limits and guidelines.
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30.

A

FINANCIAL RISK MANAGEMENT (CONT’D)

(@)

(b)

(0

Market Risk (Cont’d)

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

The Group’s foreign exchange risk primarily arises from
currency exposures originating from its leveraged
foreign exchange business or purchases of foreign
securities on behalf of clients. Foreign exchange risk is
managed and monitored by the relevant department
under the limits approved by the management or other
relevant committees. 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 the failure of a customer or counterparty
to meet its settlement obligations. It arises principally from
lending, settlement, treasury, market-making, derivatives,
proprietary trading, and other activities undertaken by the
Group.

The Group’s credit policy, governed by the relevant Credco,
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 relevant
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 and reviewed by
the management of the Group and by the Credco 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 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.
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2007

8] B &5 5 F 55 i AR B . ()

BE—ETEHANA =+ HIEAREA

30.

FINANCIAL RISK MANAGEMENT (CONT’D) 30. SREKREE (@)
(d) Interest Rate Risk d) FIRmE

Interest rate risk primarily results from timing differences in SRR 3 A A B G - A

the re-pricing of interest bearing assets, liabilities and BoRYEE B E B2 W2 I 3 - YA

commitments. The Group’s interest rate risk exposure arises BN RS Ry ISR & OSSN (1= e

mainly from margin financing and other lending activities B o BRI A G 1 TR O BIV IR 2 45

undertaken. The Group has the legal capacity to quickly recall W MEFTB IR BR B E KT -

such loans or re-price its margin loans to an appropriate level. £ B IR ] 25 5 Ml i HCAE SR ARG B R

Its interest-sensitive positions can readily be identified. Interest % Z FFRRBKT- o SEFFT SIS 2 FIZT)

rates paid by the Group are managed with the aim of DS BEMGEEZ MBI RTRE

maximising the spread of interest consistent with liquidity HEEEATE R o

and funding obligations.

The exposure of the Group’s material fixed-rate assets and AR 2 AR B A AR

liabilities to fair value interest rate risks and their contractual 2R JR LB B 15 55 A 0B H BN

maturity dates are as follows:
Within  In second Inthird  In fourth Infith  More than
Interest rates ~~ first year year year year year 5 years Total
ME E-FR E-FR ESER EMFR FRFA BERIF &t
HK$'000  HK$'000 HK$'000  HK§'000  HK$'000  HK$'000  HK$'000
T T Tir Ti T Tir Tir
At 30th June, RZBBLE
2007 AAZTH

Fixed deposits with banks RITERER 125%-4.95% 1,008,611 - - - - - 1,008,611

Treasury bills B 4.79% 7,7 - - - - - 7,12

Loan note due from a listed T e

associate RAZEHE 2.50% - 78,000 - - - - 78,000

Term loan due from a listed T e

associate NEZ A& 10.50% 5,000 - - - - - 5,000
Loans and advances to HABHEF R
consumer finance customers PES 15.60% - 44.40% 1,668,914 580,727 342,978 185,425 62,327 21,991 2,862,362

Term loans Lkl o 18.00% - 18.45% 3,230 - - - - - 3,230

Bank and other borrowings BT RIS 4.85% - 12.00%  (13,243,907) - - - - - (13,243,907)

Loan notes (note 1) BHER (k1) 2.25% - 4,00% (67,867) (45,010 - - - - (112,877

Convertible bonds (note 2) MERER (f:E2)  4.00%-7.00% - - - (17,238) - - (17,238)

At 31st December, R-BERE

2006 tZA=1-H

Fixed deposits with banks BITEMER 162%-5.13% 1,144,098 - - - - - 1,144,098

Treasury bills B 5.03% 7,675 - - - - - 7,675

Loan note due from a listed Rl — P i

associate NAZEHE 2.50% - 78,000 - - - - 78000

Term loan due from a listed T e

associate A Z A 10.50% 5,000 - - - - - 5,000
Loans and advances to HABHEF R
consumer finance customers T 20.40%-44.40% 1,599,297 524,235 284,915 144,735 50,655 17,599 2,621,436

Term loans LI 17.96% - 18.15% 3,965 - - - - - 3,965

Bank and other borrowings BT R AR 492%-12.00%  (584,000)  (465,000)  (15,000) - - - (1,064,000)

Loan notes (note 1) ey Jlinal 2.25% - 4.00% - (110,650) - - - - (110,650)

Convertible bonds (note 2) MRS (B2 4.00%-7.00% - - - - (34384 - (34384)

Notes: i

(1) The loan notes bear interests ranged from 2.25% to 4.00% per (1) BEECEEIRMAR A2 552 .25 )8 4. 00 )% »
annum. The effective interests rates ranged from 7.00% to H WA Z A 27,00 £7.90 )%
7.90%.

(2)  The coupon rate of the convertible bonds is 7.00% per annum 2 ZEEARET-ATHESELIESA
for the period from 10th November, 2006 to 30th June, 2009, =tTHRZFFNFEA-AE T ——
and 4.00% per annum for the period from Tst July, 2009 to HE+— L H A BOWE < TR TR < 2R
9th November, 2011. The effective interest rate is 8.38% per RAER R A 57 .00 K 4.00F > FFEAE
annum. Fil 2 £48.38)H o
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Notes to the Condensed Consolidated Financial Statements

(Cont'd)

for the six months ended 30th June, 2007
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30. FINANCIAL RISK MANAGEMENT (CONT’D)

(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:

30. SRARERE (&)

(d) FIRE R (&)
AR 2B SEE M AR B e
A Fg B A LFH T

Within ~ In second Inthird  Infourth Infith  More than
Interest rates first year year year year year 5 years Total
e E-%5R  $ER ZZER ERER FRER EBIE gt
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
T T T T T T i
At 30th June, RZBBtE
2007 ~A=1A
Margin loans and [z GUEI
IPO financing AFRRER 6.00%-21.00% NATER NATER NATER NATER NATER NATER 13,998,663
Term loans HlE 7.75% - 29.19% 785,223 - - - - - 78523
Loans and advances to BABBER
consumer finance customers BB 9.75% - 15.75% 71,258 23,086 22,299 18,956 15,339 62,115 213,053
Bank overdrafts BITEY 5.20% - 17.00% (53,349) - - - - - (53,349)
Bank and other borrowings A7 RS 473%-611%  (294,024)  (196,671)  (516231)  (115,024)  (191,310)  (60,970) (1,374,230)
At 31st December, R-BERE
2006 +-A=1+-A
Secured margin loans GEiUE o e 5.00%-2098%  NAAER NAMER NATER NVARER NARER NARER 1783430
Term loans AR 7.44% - 26.82% 385,701 27,600 - - - - 413300
Loans and advances to BABBER
consumer finance customers BHREH 8.75% - 15.75% 54,871 22,035 20,611 18,530 13,992 59,600 189,729
Bank overdrafts BITEY 8.50% - 8.75% (34,930) - - - - - (34,930)
Bank and other borrowings BT R AR 406%-6.00%  (1,026240)  (180,712)  (150,699)  (34,640) (73,100} - (1,465,391)

A ALLIED GROUP LIMITED
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Report on Review of Interim Financial Information

Deloitte.
=)

TO THE BOARD OF DIRECTORS OF ALLIED GROUP LIMITED

Introduction

We have reviewed the interim financial information set out on pages 4
to 33, which comprises the condensed consolidated balance sheet of
Allied Group Limited as of 30th June, 2007 and the related condensed
consolidated income statement, statement of changes in equity and cash
flow statement for the six-month period then ended and certain
explanatory notes. The Main Board Listing Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants. The directors
are responsible for the preparation and presentation of this interim
financial information in accordance with HKAS 34. Our responsibility
is to express a conclusion on this interim financial information based
on our review, and to report our conclusion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim
financial information consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
14th September, 2007
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Interim Dividend and Book Close

The Board is pleased to declare an interim dividend of HK15 cents per
share (2006: HK10 cents) payable to the shareholders whose names
appear on the register of members of the Company on Friday,
26th October, 2007. It should also be noted that the Company continued
to repurchase its shares during the period at an aggregate consideration
of approximately HK$58.1 million. Accordingly, both net asset value
per share and earnings per share have been enhanced.

The register of members will be closed from Monday, 22nd October,
2007 to Friday, 26th October, 2007, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for the
interim dividend, all transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s 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 4:30 p.m. on Thursday,
18th October, 2007. Dividend warrants are expected to be despatched
on Friday, 2nd November, 2007.

Financial Review

RESULTS
The revenue of the Group was HK$2,125.8 million, an increase of 80.1%
compared with the corresponding period of 2006. The increase in

revenue was largely due to:

- stronger performances from the Group’s core financial services
divisions; and

- consolidation of Quality HealthCare Asia Limited (“QHA"), which
became a subsidiary from October 2006.

The profit attributable to the equity holders of the Company for the
period was HK$673.6 million (2006: HK$491.8 million), an increase
of HK$181.8 million. Earnings per share amounted to HK$2.74 (2006:
HK$1.96).

The increase in profit was largely due to:

- increased contributions from the Group’s financial services division;
and

—  higher fair value gain on the investment properties of the Group.
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Financial Review (Cont'd)
FINANCIAL RESOURCES, LIQUIDITY AND CAPITAL STRUCTURE

At 30th June, 2007, the equity attributable to the equity holders of the
Company amounted to HK$7,873.0 million, representing an increase
of HK$587.5 million or approximately 8.1% from that of 31st December,
2006. The Group’s short-term bank deposits, treasury bills, bank balances
and cash amounted to HK$1,660.9 million (at 31st December, 2006:
HK$1,765.3 million). The Group’s bank loans and other borrowings,
together with loan notes and convertible bonds, totalling HK$14,801.6
million (at 31st December, 2006: HK$2,709.4 million) of which the
portion due on demand or within one year (mainly utilised to support
margin loan, initial public offerings (“IPO”) and consumer financing)
was HK$13,659.1 million (at 31st December, 2006: HK$1,645.2
million), and the remaining long-term portion was HK$1,142.5 million
(at 31st December, 2006: HK$1,064.2 million). The liquidity of the
Group as evidenced by the current ratio (current assets/current liabilities)
was 1.3 times (at 31st December, 2006: 2.36 times) as a result of the
rapid growth of IPO financing to clients and the increase in the Group’s
short-term bank borrowings during the period under review. The Group’s
gearing ratio (net bank and other borrowings together with loan notes
and convertible bonds/equity attributable to the equity holders of the
Company) was 166.9% (at 31st December, 2006: 13.0%). The increase
in short-term bank borrowings was mainly due to the significant increase
of IPO financing to clients.

The loan notes and convertible bonds are charged at fixed interest rates.
Most of the bank borrowings of the Group are charged at floating interest
rate.

During the period, the Company repurchased a total of 2,710,000 of its
own shares at an aggregate consideration, including transaction costs,
of approximately HK$58.3 million.

ACQUISITION AND DISPOSAL

On 31st May, 2007, Onspeed Investments Limited (an indirectly non
wholly-owned subsidiary of Sun Hung Kai, held through its interest in
United Asia Finance Limited (“UAF”)) completed its disposal of the entire
issued share capital of Island New Finance Limited (“INFL”) and the
assignment of a loan for an aggregate consideration of approximately
HK$248.9 million.

As of the completion date of the above disposal, INFL was beneficially
interested in approximately 74.999% of the issued capital of The Hong
Kong Building and Loan Agency Limited.

Other than the above disposal, there were no material acquisitions or
disposals of subsidiaries, associated companies or jointly controlled
entities completed 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
2006.
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Financial Review (Cont'd)

CONTINGENT LIABILITIES

Details regarding the contingent liabilities are set out in note 24 to the
condensed consolidated financial statements on page 26.

LITIGATION

(a)

On 10th July 2006, the Court of Final Appeal upheld the judgment
(as amended by the Court of Appeal) of the Hong Kong Court of
First Instance of 1st April, 2004, that SHKS holds a 12.5% interest
in a 50/50 joint venture entered into between New World
Development Company Limited (“NWDC”) and IGB Corporation
Berhad to purchase land and build two international hotels plus a
200-units service apartment in Kuala Lumpur, Malaysia (“Joint
Venture”), and that accordingly SHKS was liable to pay to NWDC
the sums which NWDC had advanced to the joint venture company
Great Union Properties Sdn. Bhd (“GUP”) on behalf of SHKS,
together with interest on such monies (“Judgment Sum”) and costs
of the First Instance hearing and of the two appeals (“Costs Order”).
SHKS had previously paid to NWDC the Judgment Sum and more
recently a sum in satisfaction of the Costs Order. Other claims
from NWDC for amounts advanced to GUP on behalf of SHKS
with respect to the Joint Venture had been paid previously by SHKS.
SHKS is presently seeking the assistance of NWDC and Stapleton
Developments Limited (“Stapleton”) to ensure that the legal interest
of the issued shares of GUP which Stapleton holds on trust for
SHKS be transferred to SHKS and that GUP acknowledges and
records in its accounts in the name of SHKS the amount of the
shareholders’ loans made on behalf of SHKS to it.

Details of the case regarding Chang Zhou Power Development
Company Limited are set out in paragraph (b) of the “Contingent
Liabilities” in note 24 to the condensed consolidated financial
statements on page 26.

PLEDGE OF ASSETS

Details regarding the pledge of assets are set out in note 27 to the
condensed consolidated financial statements on page 27.
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Operational Review

FINANCIAL SERVICES
Broking and finance

Sun Hung Kai, the Group’s financial services arm, recorded a profit
attributable to its equity holders of HK$747.1 million (2006: HK$178.0
million). Profit for the period was stated after non-cash amortisation
charges for intangible assets, principally arising from the acquisition of
UAF by Sun Hung Kai, of HK$105.3 million. It is worthwhile noting
that pursuant to the application of the current accounting standards,
such amortisation charges have not affected Sun Hung Kai’s profit
contributions to the Group because the profit on the sale of UAF was
not taken up in the consolidated financial statements of the Group.

The turnover and commission income of the securities broking division
increased substantially as a result of increased IPO activity, foreign and
domestic inflows of funds in anticipation of the potential effects generated
by QDII (Qualified Domestic Institutional Investor) arrangements and
continued speculation over appreciation of the renminbi. Substantial
growth was recorded across key measurement indexes in terms of
turnover, new accounts opened and client assets under custody.

The trading volume of Hang Seng Index Futures and Options grew
strongly following the robust performance of the local market,
compensating for the more subdued turnover in precious metals and
overseas commodities.

IPO financing and margin lending revenues increased significantly in
the first half of 2007. The term lending activity was also solid and
continued to make a satisfactory contribution to profit.

The corporate finance division successfully sponsored an IPO and acted
as financial adviser in various corporate exercises of several local listed
companies. The division also completed secondary placements and rights
issues for a number of listed companies, with a particular focus on the
strengthening resources sector.

The assets under management by the hedge fund division amounted to
approximately US$760 million as at 30th June, 2007. A branch was
recently established in Singapore to improve the service capability for
South East Asian investors.

Consumer finance

UAF, the Group’s consumer finance arm, achieved satisfactory growth
in its loan portfolio during the first half of 2007 with loan interest income
up by more than 10% compared to the same period of last year. It
continued to expand its branch network by opening three new branches
in Causeway Bay, Tsimshatsui East and Chai Wan during the period. It
also marked a significant milestone, opening its first branch in Shenzhen
recently. UAF now has 39 branches (2006: 36 branches) in Hong Kong
and a branch in Mainland PRC, and will continue to seek further
locations both in Hong Kong and the Mainland to enable it to provide
greater customer coverage.

PROPERTIES
Hong Kong

Allied Properties reported a profit attributable to its equity holders of
HK$742.7 million (2006: HK$498.3 million).

Allied Properties’ recurrent income from its investment property portfolio
continued to increase, benefiting from the favourable local property
market. Park Place, Century Court, St George Apartments, Allied Cargo
Centre as well as China Online Centre achieved higher rental income.
The hotel operating income from Ibis North Point continued to record
improving results due to higher average room rates as a result of the
continuing robust tourism industry in Hong Kong.
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Operational Review (Cont'd)
PROPERTIES (CONT’D)
Hong Kong (Contd)

Allied Kajima Limited, 50% indirectly owned by Allied Properties and
holding properties including Allied Kajima Building, Novotel Century
Hong Kong hotel and the Sofitel Philippine Plaza Hotel, contributed a
higher profit than that of the corresponding period in 2006, principally
due to the higher fair value gain from the investment properties.

Mainland PRC

Turnover (including continuing and discontinued operations) of Tian
An China Investments Company Limited (“Tian An”), a listed associate
of Sun Hung Kai, for the period ended 30th June, 2007 was HK$436.9
million (2006: HK$363.2 million), an increase of 20% compared to the
corresponding period of last year. Profit attributable to equity holders
of Tian An (including continuing and discontinued operations) was
HK$335.7 million (2006: HK$141.3 million), representing a 138%
increase over the corresponding period of last year.

As mentioned in its 2006 annual report, Tian An, in order to maximise
its investment return on Shanghai Allied Cement Limited (“SAC”), took
advantage of the buoyant Hong Kong share market and placed out its
entire interest in SAC. The disposal generated a profit of HK$136.4
million and net proceeds of HK$276.5 million.

Consequent to the strong PRC property market, Tian An recorded sales
of total gross floor area (“GFA”) of 40,100 m? in the first half of 2007,
compared to 32,800 m? for the same period last year. A total GFA of
approximately 49,800 m? (2006: 40,300 m?) of residential/commercial
properties was completed during the first half of 2007, representing an
increase of 24% over the corresponding period of last year. As at 30th
June, 2007, a total GFA of approximately 335,130 m? (2006: 298,700 m?)
was under construction, representing a 12% increase from the
corresponding date of last year.

Tian An will continue to implement its stated objectives of:—
(1) continuing to dispose of non-core assets,(2) increasing recurrent
income, (3) maximising development profits, (4) increasing its landbank
in major cities, (5) streamlining operating processes, and (6) continuing
to strengthen the professional management team.

INVESTMENTS
QHA

For the six months ended 30th June, 2007, QHA, a listed subsidiary of
Sun Hung Kai since October 2006, reported a total turnover of HK$460.9
million, an increase of 4.8%, compared to HK$439.6 million for the
same period last year. Profit attributable to equity holders of QHA was
HK$31.9 million, a marginal increase of 0.4%, compared to HK$31.8
million in the comparative period in the prior year.

Expenditure on planned network infrastructure expansion and upgrading
together with increasing rental and wage costs has narrowed the
operating margin resulting in a relatively small increase in net profit.

Further expansion of QHA’s medical network was achieved in the
reporting period including the addition of a new centre in the New
Territories as well as extensive renovation and expansion of two prime
integrated medical centres in Kowloon and one on the Hong Kong Island
side. QHA has also expanded its affiliated network in Hong Kong and
Macau in order to provide more extensive coverage for its clients. This
initiative will be continued throughout the second half of 2007 and
into 2008.
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Operational Review (Cont'd)
INVESTMENTS (CONT’D)
Yu Ming

Yu Ming reported a profit attributable to its equity holders of HK$53.9
million (2006: HK$21.5 million). At 30th June, 2007, the major
investments of Yu Ming were in AsiaWorld-Expo, retail properties in
Mongkok and Causeway Bay and a portfolio of listed shares. It is noted
that subsequent to the period end, Yu Ming has entered into sale and
purchase agreements to dispose of its interest in AsiaWorld-Expo and
its property portfolio. Completion of the agreements is expected in
September and December 2007 respectively. Yu Ming has also raised
HK$214 million through a placement of new shares in July 2007. Yu Ming
plans to utilise the surplus cash generated to explore new opportunities
that are expected to generate better returns for its shareholders.

EMPLOYEES

The total number of staff of the Group at 30th June, 2007, was 3,169
(at 31st December, 2006: 3,157). The Group reviews remuneration
packages from time to time. 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 2006. In addition, the Group’s
financial risk management is discussed in note 30 to the condensed
consolidated financial statements on pages 29 to 33 which includes the
management of market risk, credit risk, liquidity risk and interest rate
risk.

Business Outlook

The Group is optimistic in respect of economic growth of Mainland
China and believes that the local economy is well positioned to benefit
from the progressive liberalisation of Mainland China’s economic
policies. Whilst the Group continues to develop its core financial services
and property investment and development businesses in Hong Kong
and Mainland China, the Group will also seek investment opportunities
throughout South East Asia and in other industries, where the Group
believes it can add value.

However, the Group will remain vigilant in respect of challenges arising
from any additional austerity measures to tighten the fast growing
Mainland China economy and uncertainties regarding the US subprime
mortgage problems that may produce volatility in the stock markets
and affect the economy of Hong Kong.

The Board will strive to develop and improve the performance of the
Group’s 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, 2007, nor was there any option
outstanding at 31st December, 2006 and 30th June, 2007.
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Directors’ Interests

At 30th June, 2007, 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”):

A

ATETLEANA = REER R R ] (5
Ir BB ) 55352 1A E e B 2 B so i i >
AN RV A O e AR R R 2 ety
TR LA RE AR

Approximate % of the

Name of Director Number of shares held

issued share capital

Nature of interest

HERITRE

EERA BEZRAEE ZBHNBE ST EEME
Lee Seng Hui 102,956,613 42.11% Personal interest (held as beneficial owner)
2 in 22,921 shares and other interest
in 102,933,692 shares (Note 1)
22,921 R JE AR AKE £
I E#HA NS HFA)
102,933,692 5 & HABRERS (BfH5E1)
Lee Su Hwei 102,933,692 42.10% Other interest (Note 1)
2R iR HAbRE S (BFEE1)

Notes: BfF5E -
1. Mr. Lee Seng Hui and Ms. Lee Su Hwei are trustees of Lee and Lee Trust, being a 1. 2% BN S AR T 2R IR L By R A AR A F1102,933,692 %

discretionary trust which indirectly held 102,933,692 shares of the Company.

2. All interests stated above represent long positions.

Save as disclosed above, at 30th June, 2007, 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”) as set out in Appendix 10 of the Listing
Rules.
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Substantial Shareholders’ Interests

At 30th June, 2007, the following shareholders had interests in the shares
of the Company as recorded in the register required to be kept under
Section 336 of the SFO:

TR AR
AT EELHENAZTH o IR 1%
336 I B 2 B T - R AN m Y
MRS 2 BORANT ¢

Approximate % of the

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

RREH BEZROEE ZBHEDL Bt &

Cashplus Management Limited (“Cashplus”) 27,089,000 11.08% -

Zealous Developments Limited (“Zealous”) 27,089,000 11.08% 1,2

Minty Hongkong Limited (“Minty”) 75,844,692 31.02% -

Lee and Lee Trust 102,933,692 42.10% 3,4

COL Capital Limited (“COL Capital”) 14,246,494 5.78% 5

R A EAARAE ([ B

Chong Sok Un 14,246,494 5.78% 6,7

HEFE

Notes:

This represents the same interest of Cashplus in 27,089,000 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) an interest in 6,791,170 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 (ii) an interest in 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 14,246,494 shares of the Company.

COL Capital was owned as to 37.32% by Vigor Online Offshore Limited, a wholly-
owned subsidiary of China Spirit Limited 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 COL Capital was interested.

All interests stated above represent long positions. At 30th June, 2007, 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, 2007, the Company has applied
the principles of, and complied with, the applicable code provisions of
the Code on Corporate Governance Practices (“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 (“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 (“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, 2006. 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.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as its code of conduct
regarding securities transactions by the Directors. All Directors have
confirmed, following 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.
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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:

W Iel ~ HY B B 1o ey

BRI > A BB AE BT I I A B 2 AR o

Purchase consideration

per share

SREBERE
Number of Aggregate
shares purchased Highest Lowest  consideration paid
Month of purchase BERGZAHG BERGEE BefE BIEE AR EHESE
HK$ HK$ HK$
T T I
January 2007 “EELF—H 70,000 20.00 19.60 1,391,200
February 2007 “EELF A 16,000 19.90 19.20 314,200
March 2007 “EEELF=H 348,000 20.00 19.00 6,793,800
April 2007 ZEELFN A 1,900,000 22.00 20.40 40,814,800
June 2007 TEEELFARHAH 376,000 24.00 23.05 8,827,100

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, 2007.

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, 2007. In carrying out this review, the Audit Committee has
relied on a review conducted by the Group’s external auditors in
accordance with Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the HKICPA, and on the interim results
announcement 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
Arthur George Dew

Chairman

Hong Kong, 14th September, 2007
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