











15. SHARE CAPITAL

15, IR A<

Number of shares

Share capital

ROHE [
30.6.2009 31.12.2008 30.6.2009 31.12.2008
Million Million HK$ HK$
Shares Shares Million Million
BER BERk HBHEBT BEAT
Ordinary shares of TRRER
HK$0.2 each 0.2/87T
Authorised: EERAE
Balance brought forward RmERER
and carried forward #T 15,000.0 15,000.0 3,000.0 3,000.0
Issued and fully paid: BRORBERAK
Balance brought forward ‘AL 1,716.0 1,679.8 343.2 336.0
Exercise of warrants TR EE 50.0 35.8 10.0 71
Shares issued for AR B T3 T
scrip dividends R - 16.0 - 3.2
Shares repurchased and [Blf R 7E8H
cancelled B in (7.2) (15.6) (1.4) (3.1)
Balance carried forward BEET 1,758.8 1,716.0 351.8 343.2

(@)

During the period, the Company issued
50.0 million new shares of HK$0.2 each
upon the exercise of the warrants at
a subscription price of HK$5.88 per
share. The warrants of the Company
with an aggregate subscription price
of HK$872.0 million expired on 31 May
2009. The Company had no outstanding
warrants at the period end.

During the period, the Company
repurchased 7.2 million shares of
the Company through purchases on
The Stock Exchange of Hong Kong
Limited at an aggregate consideration
of HK$36.7 million. All the shares were
cancelled after they were repurchased.

(@) MAHA - ARAERREER
1T #1750.08 &R & K0.28

TTZ A

REE S EBI5.88

BT o BRRBEARST20EEB T
Z AR BRREEE K2009F5A4
STREE - ARRIAERE T &
RIWITE 2 RELHERE o

(b) RRBMRAEAEBE B AR
ZRER AR MBARRERRKRRD7.2

BE R

BRERBTAEE R

T FRERO NIRRT -
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15. SHARE CAPITAL

15. R4~

(CONTINUED) ()

(c) During the period, the appointed trustee ) FEEREBROEAE ([EE
of the SHK Employee Ownership BaatEl)) 2 2 AT EE R,
Scheme (the “EOS”) acquired 0.5 HEMBETRONAHANERE
million shares of the Company through BHMARZMERARBALR
purchases on The Stock Exchange of Akt H0.5B B - BAZER
Hong Kong Limited for the awarded MR mEE A48 8 BT
shares of the EOS. The total amount WERBEREzR P HIR -
paid to acquire the shares during the
period was HK$2.4 million, which has
been deducted from the owners’ equity.

16. COMMITMENTS 16. &I
(a) Capital commitments (a) EAREIE

30.6.2009 31.12.2008
HK$ Million HK$ Million
HEBT HEBIT

Contracted for but not BEAERTE

provided in the financial B 3Rk
statements YEH 2 100.8 106.6

(b)

Commitments under operating
leases

At the end of the reporting period, the
Group had commitments for future
aggregate minimum lease payments
under non-cancellable operating leases
related to its office premises and office
equipment which fall due as follows:

(b) EEHEARE

REZH SERBETARBEE
BEA RPELEWERRAE
REMARRRI N RERE
MFREAR T

30.6.2009 31.12.2008

HKS$ Million HK$ Million

AEET BEBTT

Within one year —FR 82.2 92.2
In the second to BREE-Z

fifth years inclusive ERF 35.8 51.5

118.0 143.7
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17. CONTINGENT LIABILITIES

(@) At the end of the reporting period, the
Group had guarantees as follows:

17. RAEE
(@) MEER  EEAUTRE

30.6.2009 31.12.2008
HKS$ Million HK$ Million
BHEAR BEABT
Indemnities on banking BT —MEER
guarantees made available % B5E #eHE Y
to a clearing house and RITIRBRTIE
regulatory body RIPELR 4.5 4.5
Other guarantees H b RE 3.0 3.0
7.5 7.5

(b) In 2001 an order was made by the
Hubei Province Higher People’s Court
in China (the “2001 Order”) enforcing
a CIETAC award of 19 July 2000
(the “Award”) by which Sun Hung
Kai Securities Limited (“SHKS”) was
required to pay US$3 million to Chang
Zhou Power Development Company
Limited (the “JVC”), a mainland PRC
joint venture. SHKS had disposed of all
of its beneficial interest in the JVC to
SHKS’ listed associate, Tian An China
Investments Company Limited (“Tian
An”), in 1998 and disposed of any and
all interest it might hold in the registered
capital of the JVC (the “Interest”) to
Long Prosperity Industrial Limited (“LPI”)
in October 2001. Subsequent to those
disposals, SHKS’ registered interest in
the JVC in the amount of US$3 million
was frozen further to the 2001 Order.
SHKS is party to the following litigation
relating to the JVC:

(b) 720014 + FEHILESHRAR
SERRAEH#IS (1200142 1) 384
#77 200047 A198 Z CIETAC
HR (THIR]D) - Z ks &AL
EERAR ((HBELE]D A
FEALABIRNENEEER
2RI ([EERR]) INSEEE
JL e HSEL A B HE1998F #§ H
REBRRIZMEEZEZHE
FHBEILAFZ EMBERRX
ZHEKREFRAR ([RKE]) -
K 2001108 » B ELAE
BEREE QA ZEMELRAE
BHzAMEAERET ([#E])
& FLong Prosperity Industrial
Limited ([LPI)) > R Z & H &
% FMBEISFEREARZH
s (BAESE B XET) %2001
HSHE—FSBEZRE - FBEAT
ETVATRERAE AR ZFHLH
_E :
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17. CONTINGENT LIABILITIES
(CONTINUED)

(i)

On 29 February 2008, a writ of
summons with general indorsement
of claim was issued by Global
Bridge Assets Limited (“GBA”), LPI
and Walton Enterprises Limited
(“WE”) (the “2008 Writ") in the High
Court of Hong Kong against SHKS
(*HCA 317/2008”). In the 2008 Writ,
(a) GBA claims against SHKS for
damages for alleged breaches of a
guarantee, alleged breaches of a
collateral contract, for an alleged
collateral warranty, and for alleged
negligent and/or reckless and/or
fraudulent misrepresentation; (b)
LPI claims against SHKS damages
for alleged breaches of a contract
dated 12 October 2001; and (c) WE
claims against SHKS for the sum of
US$3 million under a shareholders
agreement and/or pursuant to the
Award and damages for alleged
wrongful breach of a shareholders
agreement. GBA, LPI and WE also
claim against SHKS interest on
any sums or damages payable,
costs, and such other relief as
the Court may think fit. The 2008
Writ was served on SHKS on 29
May 2008. It is being vigorously
defended. Among other things,
pursuant to a 2001 deed of waiver
and indemnification, LPI waived
and released SHKS from any claims
including any claims relating to
or arising from the Interest, the
JVC or any transaction related
thereto, covenanted not to sue, and
assumed liability for and agreed
to indemnify SHKS from any and
all damages, losses and expenses
arising from any claims by any
entity or party arising in connection
with the Interest, the JVC or any
transaction related thereto. While
a provision has been made for
legal costs, the Company does not
consider it presently appropriate
to make any other provision with
respect to HCA 317/2008.
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(i)

200842 A29H -+ Global
Bridge Assets Limited
(TGBAI) » LPIEWalton
Enterprises Limited ([WE])
FEFEEI SN ESS A
FT—MERTHEZENSH
([20085F £ ik ])) (= &% b
REFN2008FFE3177]) »
2008 F S HAH + (a) GBARE
HER-—BERZER B
B—OHBEOZER - —
HEBEHNBERELEBRZ
NS EBEBERN S LER
FERK Y 2 RERR T M E
LA REE ¢ (b) LPIgAEE
7 B 8 A2001FE10A 128 2
BHMERMAFIEETS R
& R(c)WERIE — B & #%
B3 CPSEE D -
AHRESEBETLUALLE
BIEERME R BRI
MR EETSPAREE-
GBA - LPIRWETR M B EF
HFHREMNZIMASENKIES
BEEZFE - A RER R
BA Bz EMmE - 2008F
SRR 2008F5 A29H BKIEF
WEAF o ZLMIEZ 8 N
o B RIE—1H2001F
MeRBEZLD  LPIE#®
N R TR AL 58 ST
R REHEERS AEQFEK
R FERAZ 5 A B sk B 1t 5l
BMZAMEBER I LPI
EAEEL R - WEERE
B AL DESEAMERR
SEBZEMNERR—H2E
ABRERMEE Z M RAEIE
ERE - BAKER KRAE
TR A B E S LB
B BARER @B AQH
BEAEZEERELRE X
ARARARBEYTEERSS
EBE R B FA2008F £317 R
SREAEH T H A B4 -



17. CONTINGENT LIABILITIES
(CONTINUED)

(i) On 20 December 2007, a writ (the

“Mainland Writ”) was issued by Cheung
Lai Na 5&EE#F (“Ms. Cheung”) against
Tian An and SHKS and was accepted
by a mainland PRC court, #it& i
ETHRBRARZER (2008) HE®EIN
1FE8%E), claiming the transfer of
a 28% shareholding in the JVC,
and RMB19,040,000 plus interest
thereon for the period from January
1999 to the end of 2007 together
with related costs and expenses.
Judgment was awarded by the
mainland PRC court in Tian An
and SHKS’ favour on 27 July 2009
which judgment is currently being
appealed against by Ms. Cheung.
While a provision has been made
for legal costs, the Company does
not consider it presently appropriate
to make any other provision with
respect to this writ.

17. RAEE

(&)
(ii

FREBRAT

R20074E12 8208 © K E
([RZt]) ERARETRIE
HEirFBEEr —BHSHK (R
RS - I EEFEER
LA R ET R B ARER
((2008)H R & 4N ¥ 7 %8%%)
ZE NARRREEEE
DA Z28%IE - RARE
19,040,0007T & [7] B 19994
135 22007 F & 2 8 A
MIEEEBRRAX - FEER
20097 A27 B #RREZ I
TSR HFBY - RLLIER
HEEF - REZHR - BRR
NABAEZERIELEE
MARBRARFL N EE
S AR A E A B4 o
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17. CONTINGENT LIABILITIES
(CONTINUED)

(i) On 4 June 2008, a writ of summons

was issued by Tian An and SHKS
in the High Court of Hong Kong
against Ms. Cheung (the “HK Writ”),
seeking declarations that (a) Ms.
Cheung is not entitled to receive
or obtain the transfer of 28% or
any of the shareholding in the JVC
from Tian An and SHKS; (b) Ms.
Cheung is not entitled to damages
or compensation; (¢) Hong Kong
is the proper and/or the most
convenient forum to determine the
issue of Ms. Cheung’s entitlement
to any shareholding in the JVC;
(d) further and alternatively, that
Ms. Cheung’s claim against Tian
An and SHKS in respect of her
entitlement to the shareholding in
the JVC is scandalous, vexatious
and/or frivolous; and (e) damages,
interest and costs as well as further
or other relief (together with related
costs and expenses). The HK Writ
was not served on Ms. Cheung and
lapsed on 3 June 2009. A further
writ of summons was issued by Tian
An and SHKS in the High Court of
Hong Kong against Ms. Cheung on
4 June 2009 seeking the same relief
as the HK Writ. The Company does
not consider it presently appropriate
to make any provision with respect
to this action.
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(i) 200856848 + K& & #

EEIENE BT AR MK
ZrHEHEASHK ([BHFSL
1) AZSKIA T8 : (q)sk
TR EREFEIS SER AKX
T RIS HEE 228%
FEMEERRZBRHEFR
bR Z L2 BRFESEE
EEREE BB AE
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FRZTHEAERR 2K
DEEZZERZFH  (dF
ERREM  giRkatHAE
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18. MATURITY PROFILE OF ASSETS

AND LIABILITIES

18. EERRERHTN

At 30 June 2009
1200956 830A
Within3 3 months 1 year After
On demand months  to1year to5years 5 years Total
EER  ZfBR =@RZ-% -EZ2If nEH ag
HK$ Million  HK$ Million  HK$ Million HKS$ Million HK$ Million HK$ Million
BEBn HEAL ERBnT  HEBnT  EEBRT  EBEX
Assets iE
Loans and advances HLAHT
to consumer finance EFER
customers (before PEE
impairment) (KiER) 5143 6637 1477 19169 1949 47375
Loans and receivables B R ENE - - 120.6 114.6 - 235.2
Fixed deposits with FOEH
banks B# - 389.2 - - - 389.2
Treasury bills AE% - 1.8 - - - 7.8
Secured term loans FEREHER 2695 115.1 2320 - - 616.6
Liabilities af
Bank loans and BIEIR
overdrafts #X - 2,084.5 10.1 1,845.0 - 3,939.6
Amounts due SlES
to a fellow HEBAAA
subsidiary BHER - 1,550.0 - - - 1,550.0
Bonds* & = - - 500.0 - 500.0

HBEBR DA

FhHAER & 2009
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18. MATURITY PROFILE OF ASSETS 18 EEREBEIHIN

AND LIABILITIES (%)
(CONTINUED)
At 31 December 2008
20085127318
Within 3 3 months 1 year After
On demand months tolyear  tobyears 5 years Total
Mgy cEAR =fERE-§ -£Z1f nEk et
HKS Milion ~ HK$ Milion ~ HKS$ Milion  HK$ Million  HKS Milion  HKS Million
BEAT ABEBT  ABEAT  BEST  AEAT  AEAT
Assets EE
Loans and advances AR
to consumer finance ZPER
customers (before R#3
impairment) (KA 462.0 670.2 1,687.7 17267 185.7 4732.3
Loans and receivables  EFREUER - - 17.5 189.7 - 307.2
Fixed deposits HATH
with banks & - 625.6 - - - 625.6
Treasury bills AE% - 7.7 - - - 77
Secured term loans EHER 222.3 92.0 475.0 - - 789.3
Liabilities 8%
Bank loans and BITER
overdrafts REX - 740 1.7 1,812.1 39.3 1,987.1
Amounts due R-BRE
to a fellow HEARN
subsidiary BHER - 1,550.0 - - - 1,550.0
Bonds* E% - - - 900.0 - 900.0

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

* The bonds are due to a fellow subsidiary.
The contractual maturity date of the bonds is
23 August 2009. The Group exercised the
option to extend the repayment of the bonds
for a further term of three years in August
2009.
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19. FINANCIAL RISK MANAGEMENT

Risk is inherent in the financial services
business and sound risk management is
a cornerstone of prudent and successful
financial practice. That said, 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 (including equity risk, interest
rate risk and foreign exchange risk), credit
risk and liquidity risk. The Group’s risk
management objective is to enhance
shareholders’ value while retaining exposure
within acceptable thresholds.

The Group’s risk management governance
structure is designed to cover all business
activities and to ensure all relevant risk
classes are properly managed and
controlled. The Group has adopted a sound
risk management organisational structure
equipped with comprehensive policies and
procedures which are reviewed regularly
and enhanced when necessary in response
to changes in markets, the Group’s
operating environment and business
strategies. The Group’s three independent
control divisions, namely Internal Audit,
Compliance and Risks Control, play an
important role in the provision of assurance
to the Board and senior management
that a sound internal risk mechanism is
implemented, maintained and adhered to.

10. SEEMER

SRBRBITEAGFERR - BULAT
Y-EAZENRREESE  REE
FEMADHEOE - DEH - £
RERREREEBRIERME - B
EE - SENEBEFENTIZSBA
BEEmSER (BEKRARR - F
KRBRAIMNERRR) - FERBNTE
EeRR - FENEREERRIH
FrEE R RERERRAZZRENZ
# - FRBHRSKRES -

SEMEREARBEERESREN
PG 7558 - LAMERPR B A8 B AR
BHEZEERRER - SERK—
EzERREREERE  LEH
AIEENBREER  SBRBRER
BEFETESRY  TEFFERRA
i - KRENKERFAEBRE
HEMETER] - KREN=(EBLE
WA - ERERRERE
B-BREENRE CEFERE
WER T EREZH) A
SR -
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19. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Market Risk
(i) Equity Risk

There are many asset classes
available for investment in the
marketplace. The Group’s key
business undertaking is investing in
equity. Market risk arising from any
equity investments is driven by the
daily fluctuations in market prices
or fair values. The ability to mitigate
such risk depends on the availability
of any hedging instruments and the
diversification level of the investment
portfolios undertaken by the Group.
More importantly, the knowledge
and experience of the trading
staff managing the risk is also
vital to ensure exposure is being
properly hedged and rebalanced
in the most timely manner. Trading
activities, including market-making
and proprietary trading, across
the Group are subject to limits
approved by the Risk Management
Committee (“RMC”). These limits
are recommended and proposed
by Risks Control after consulting
with the relevant Trading Heads
to understand their risk appetite.
Risks Control independently
monitors and reports risk positions
of the Group’s trading activities
including cash equities and equity
derivatives. Valuation of these
instruments is measured on both a
“mark-to-market” and “mark-to-fair”
basis depending on whether they
are listed or unlisted. Value at
Risk (“VaR”) and stress tests are
employed in the assessment of
risk. Meanwhile other non-VaR
limits such as “maximum loss”
and “position” limits are also
set out to restrict excess risk
undertakings. VaR and stress tests
are approaches which are widely
used in the financial industry as
tools to quantify risk by combining
the size of a position and the extent
of a potential market movement into
a potential financial impact.
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19. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Market Risk (Continued)

(i

(i)

Equity Risk (Continued)

The Group’s market-making and
proprietary trading positions
and their financial performance
are reported daily to senior
management for review. Internal
Audit also performs sanity checks
to ensure there is adequate
compliance in accordance with the
established market risk limits and
guidelines.

Interest Rate Risk

Interest rate risk results mainly from
timing differences in the re-pricing
of interest bearing assets, liabilities
and commitments. It is also
considered as the opportunity cost
of holding interest bearing assets
and commitments while benchmark
interest rates of similar assets and
commitments are rising.

The Group’s interest rate risk
exposure arises predominantly from
margin financing, term financing
and other lending activities. The
Group possesses the legal capacity
to initiate recalls efficiently which
enables the timely re-pricing of
margin loans to appropriate levels,
in which those particularly large
sensitive positions can readily be
identified. Interest rates paid by
the Group are managed with the
objective of maximising spreads to
ensure consistency with liquidity
and funding obligations.

10. SEEMER
(%)

(a) WEEMR (&)
() RAmEE ()

SEzmBEZEETSREZEE
BEEBRAMR R BERR
BERARSRETEEERAH
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MEREBREZAEMMENEZ
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EERREE FTT - TREHAR
ER A AFE 2 & A MR
2B o
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19. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(a) Market Risk (Continued)
(i) Foreign Exchange Risk

Foreign exchange risk is the risk
to earnings or capital arising from
movements in foreign exchange
rates.

The Group’s foreign exchange
risk primarily arises from currency
exposures originating from its
leveraged foreign exchange
business and purchases of foreign
securities on behalf of clients.
Foreign exchange risk is managed
and monitored by the respective
businesses in accordance with the
limits approved by the Board and
RMC. In relation to the Group’s
leveraged foreign exchange
activity, its position is that of a
market-maker. Hence risk arises
from the open currency positions
which are subject to management
approved limits and are monitored
and reported daily. The other
source of foreign exchange risk is
contributed by clients’ inability to
meet margin calls following a period
of substantial currency turbulence.
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19. FINANCIAL RISK MANAGEMENT 19, TR E R EE

(CONTINUED) (#&)

(b) Credit Risk (b) FERR
Credit risk arises from the failure of BEPARGHEHFREBITREE
a customer or counterparty to meet - BEREERKR - AEZEH

settlement obligations. As long as the
Group lends, trades and deals with third
parties, there will always be credit risk
exposure.

The credit policy, governed by the
Credit Committee (“CredCo”), sets
out the credit approval processes
and monitoring procedures, which are
established in accordance with sound
business practices, the requirements
and provisions of the relevant
ordinances, and where applicable,
the codes or guidelines issued by the
Securities and Futures Commission.

Day-to-day credit management is
performed by the Credit Division with
reference to the aforementioned criteria
including creditworthiness, type and
amount of collateral pledged, and risk
concentration of the counterparties.
Decisions are made daily by the Credit
Division and are reported to and
reviewed by the Executive Directors,
senior management and CredCo at its
regular meetings.

WA BERBEE=ZFTETR
5 BeELEEERR -
FEZEEER (ZXEEZEER
E)FIHAECEREERRF - %
SRFVIEBEESTH - BHEIK

BMZEEUARBFRBPEEHE
REBERL 2 ABTAISIES
MEIE °

E B EEEEHMEENEERE
cEEHERRZETFZE
%.i O an B0 1R 28 B B e Al B
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19. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(c) Liquidity Risk

The goal of liquidity management is to
enable the Group, even under adverse
market conditions, to actively manage
and match funds inflow against all
maturing repayment obligations to
achieve maximum harmony on cash
flow management.

The Group manages its liquidity position
to ensure a prudent and adequate
liquidity ratio, in strict compliance
with statutory requirements. This is
achieved by a transparent and collective
monitoring approach across the Group
involving Executive Directors, the
Director of Banking & Treasury, the
Chief Financial Officer and other relevant
senior managers on a daily basis to
ensure the availability of sufficient liquid
funds to meet all obligations while in
compliance with statutory requirements
such as the Financial Resources Rules
(“FRR”).
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