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ANNOUNCEMENT OF AUDITED RESULTS FOR THE YEAR 2007

The Board of Directors (“Board”) of Allied Group Limited (“Company”) is pleased to announce that the
audited consolidated results of the Company and its subsidiaries (“Group”) for the year ended

31st December, 2007 are as follows.

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31ST DECEMBER, 2007

Revenue
Other income

Total income

Cost of sales and other direct costs

Brokerage and commission expenses

Selling and marketing expenses

Administrative expenses

Net profit on deemed disposal of partial interests
in subsidiaries

Changes in values of properties

Net profit (loss) on deemed disposal of partial
interests in listed associates

Impairment loss recognised in respect of
available-for-sale financial assets

Bad and doubtful debts

Other operating expenses

Finance costs

Share of results of associates

Share of results of jointly controlled entities

Profit before taxation
Taxation
Profit for the year

Attributable to:
Equity holders of the Company
Minority interests

Earnings per share
Basic

Diluted

Notes

(3)

(3)
(6)

(7)

(8)

(9)
(10)

(11)

2007
HK$’000

4,925,496
732,567

5,658,063

(713,620)
(414,595)
(69,374)
(1,397,523)

401,844
485,281

151,522

(2,000)
(269,4006)
(134,091)
(341,273)

301,195
131,106

3,787,129

(310,381)

3,476,748

1,901,254

1,575,494
3,476,748

HK$7.76

HK$7.76

2006
HK$’000
(Note 2)

2,810,634
222,759

3,033,393

(299,815)
(231,446)

(77,680)
(762,345)

325,061
233,324

(80,932)

(58,203)
(139,220)
(104,284)
(206,453)
8,982
159,987

1,800,369
(130,740)
1,669,629

1,028,792
640,837

1,669,629

HK$4.12

HK$4.11



CONSOLIDATED BALANCE SHEET
AT 31ST DECEMBER, 2007

Non-current assets

Investment properties

Property, plant and equipment

Prepaid land lease payments

Goodwill

Intangible assets

Interests in associates

Interests in jointly controlled entities

Available-for-sale financial assets

Statutory deposits

Amounts due from associates

Loans and advances to consumer finance customers
due after one year

Loans and receivables

Deferred tax assets

Current assets

Properties held for sale and other inventories

Financial assets at fair value through profit or loss

Prepaid land lease payments

Loans and advances to consumer finance customers
due within one year

Trade and other receivables

Amounts due from associates

Amount due from a jointly controlled entity

Tax recoverable

Short-term pledged bank deposit

Cash and cash equivalents

Current liabilities

Trade and other payables

Financial liabilities at fair value through profit or loss
Amounts due to associates

Amount due to a jointly controlled entity

Tax payable

Bank and other borrowings due within one year

Loan notes

Provisions

Other liabilities due within one year

Net current assets

Total assets less current liabilities

2007
Note HKS$’000

3,405,200
322,542
349,857
229,219
358,821

3,453,940
998,767

1,423,970

29,729

1,475,395
5,806
66,576

12,119,822

482,809
1,209,501
6,009

2,145,159
5,884,449
156,448
2,192
3,382
121,000
2,811,029

12,821,978

2,071,774
71,843
12,605
39,063

152,616
891,364
115,226
75,074
734

3,430,299
9,391,679
21,511,501

2006
HK$’000
(Note 2)

2,780,300
394,219
291,196
239,247
376,330

2,521,862
914,092

1,112,921

78,687
78,000

1,156,998
33,603
47,709

10,025,164

525,000
377,008
4,517

1,654,167
3,753,345
80,702
2,185
2,660
1,000
1,764,313

8,164,897

1,552,676
1,972
12,527
79,063
83,481
1,645,170

77,840
861

3,453,590

4,711,307
14,736,471



Note
Capital and reserves
Share capital
Share premium and reserves (13)

Equity attributable to equity holders of the Company
Equity component of convertible bonds of a subsidiary
Minority interests

Total equity

Non-current liabilities

Bank and other borrowings due after one year
Loan notes

Convertible bonds

Deferred tax liabilities

Provisions

Other liabilities due after one year

2007
HK$’000

488,473

8,696,176

9,184,649

9,234,306

18,418,955

2,779,592

308,178
4,773
3

3,092,546

21,511,501

2006
HK$’000
(Note 2)

494,033

6,791,381

7,285,414
3,487

6,132,218

13,421,119

919,151
110,650
34,384
249,979
1,180

8

1,315,352

14,736,471



Notes:

1)

(2)

Application of new and revised Hong Kong Financial Reporting Standards (“HKFRSs”)

In the current year, the Group has applied, for the first time, the following new standard, amendment and interpretations
(“New HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants, which are effective for the
Group’s financial year beginning on Ist January, 2007 and are relevant to the operations of the Group.

HKAS 1 (Amendment) Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures
HK{FRIC) — Int 8 Scope of HKFRS 2

HK{FRIC) — Int 9 Reassessment of Embedded Derivatives
HK{FRIC) — Int 10 Interim Financial Reporting and Impairment

The adoption of the New HKFRSs 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.

The Group has not early applied the following new and revised standards and interpretations that have been issued, but
are not yet effective, and are relevant to the operations of the Group.

HKAS 1 (Revised) Presentation of Financial Statements!

HKAS 23 (Revised) Borrowing Costs'

HKAS 27 (Revised) Consolidated and Separate Financial Statements?
HKFRS 2 (Amendment) Vesting Conditions and Cancellation’

HKFRS 3 (Revised) Business Combinations?

HKFRS 8 Operating Segments'

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 July, 2009
3 Effective for annual periods beginning on or after 1st March, 2007

The Directors of the Company (“Director”) anticipate that the application of these HKFRSs, HKASs and interpretations
will have no material impact on the results and the financial position of the Group.

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 valuation of the net assets acquired in the Acquisition. Thus, the net assets acquired and
goodwill arising from the Acquisition could only be determined provisionally in the 2006 consolidated financial
statements.



The valuation of the net assets was completed in the first half of 2007, giving rise to adjustments to the net assets
acquired and goodwill arising from the Acquisition, including additional amortisation of intangible assets. As a result,
the comparative figures in the consolidated income statement and the consolidated balance sheet for the current year
are restated as if the adjustments had been recognised on the date of the Acquisition. The effects of the restatements

are analysed as follows:

Consolidated income statement

Net profit on deemed disposal of partial
interests in subsidiaries
Profit for the year

Profit attributable to:
Equity holders of the Company
Minority interests

Earnings per share
Basic (HK$)
Diluted (HK$)

Consolidated balance sheet

Goodwill
Intangible assets
Deferred tax liabilities

Share premium and reserves
Minority interests

Year 2006 as
previously

reported
HK$’000

327,275
1,671,843

1,029,830
642,013

4.12
4.11

31st December,
2006 as previously
reported

HK$’000

295,581
29,630
(189,306)

6,746,774
5,947,132

Adjustments
HK$’000

(2,214)
(2,214)

(1,038)
(1,176)

Adjustments
HK$’000

(56,334)
346,700
(60,673)

44,607
185,086

Year 2006 as
restated
HKS$’000

325,061
1,669,629

1,028,792
640,837

4.12
4.11

31st December,

2006 as
restated
HKS$’000

239,247
376,330
(249,979)

6,791,381
6,132,218



(3) Revenue

2007 2006
HK$’000 HK$’000
Revenue comprises:

Interest income on loans and advances to consumer finance customers 1,113,668 976,785
Securities broking 1,060,420 463,838

Medical services, nursing agency, physiotherapy and dental services,
and elderly care services 947,701 222,594
Other interest income 689,386 363,800
Income from corporate finance and others 399,611 274,602
Trading profit from forex, bullion, commodities and futures 278,060 222,250
Trading profit from securities 204,334 80,291
Property rental, hotel operations and management services 199,227 179,493
Dividend income 33,089 26,981
4,925,496 2,810,634

All interest income for the current year is derived from financial assets that are not carried at fair value through profit
or loss.

(4)  Segmental information

Analysis of the Group’s business segmental information is as follows:

2007
Property
Investment, development  Corporate
broking  Consumer and  and other
and finance finance Healthcare investment operations Total

HK$°000 HK$°000 HKS$°000 HKS$°000 HKS$°000 HK$°000

Revenue 2,653,561 1,124,942 957,323 207,806 212,949 5,156,581
Less: inter-segment revenue (24,710) - - (8,579) (197,796) (231,085)
2,628,851 1,124,942 957,323 199,227 15,153 4,925,496
Segment results 1,955,285 560,750 50,117 601,384 (24,801) 3,142,735
Net profit on deemed disposal of
partial interests in subsidiaries 401,844
Net profit on deemed disposal of
partial interests in listed associates 151,522
Finance costs (341,273)
Share of results of associates 301,195
Share of results of jointly controlled entities 827 - - 130,279 - 131,106
Profit before taxation 3,787,129
Taxation (310,381)
Profit for the year 3,476,748



()

2006

Revenue
Less: inter-segment revenue

Segment results
Net profit on deemed disposal of
partial interests in subsidiaries
Net loss on deemed disposal of
partial interests in listed associates
Finance costs
Share of results of associates
Share of results of jointly controlled entities

Profit before taxation
Taxation

Profit for the year

Property

Investment, development Corporate

broking Consumer and and other
and finance finance  Healthcare  investment  operations Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Note 2)
1,436,873 992,294 224,579 187,972 93,705 2,935,423
(29,565) - - (8,479) (86,745) (124,789)
1,407,308 992,294 224,579 179,493 6,960 2,810,634
693,227 580,289 17,983 318,215 (15,990) 1,593,724
325,061
(80,932)
(206,453)
8,982
1,464 - (149) 158,672 - 159,987
1,800,369
(130,740)
1,669,629

During the year, less than 10% of the operations of the Group in terms of revenue, segment results and assets were
carried on or were situated outside Hong Kong. Accordingly, no geographical segmental information is shown.

Net profit on deemed disposal of partial interests in subsidiaries

Net profit on deemed disposal of partial interests in subsidiaries comprises:

Share placing of 166,000,000 shares of a subsidiary (note)

Share placing of 248,000,000 shares of a subsidiary

Exercise of warrants of subsidiaries by warrants holders

2007 2006
HK$’000 HK$’000
(Note 2)

454,838 -
- 324,320
(52,994) 741
401,844 325,061

Note: Allied Properties (H.K.) Limited (“Allied Properties”), a listed subsidiary of the Company, through its
wholly-owned subsidiary, had completed share placing of 166,000,000 shares (“Share Placing”) of Sun Hung
Kai & Co. Limited (“Sun Hung Kai”), a listed subsidiary of Allied Properties, on 12th November, 2007. The
top-up subscription of 166,000,000 new shares of Sun Hung Kai was completed on 13th November, 2007. The
shareholding in Sun Hung Kai held by Allied Properties before the Share Placing and after top-up subscription
was 64.34% and 57.98% respectively.



(6)

(7)

®)

Changes in values of properties

Changes in values of properties comprise:

Net increase in fair value of investment properties
Reversal (recognition) of impairment loss of properties held for sale
Impairment loss reversed (recognised) for hotel property

2007
HK$’000

445,878
34,660
4,743

485,281

2006
HKS$’000

240,296
(5,900)
(1,072)

233,324

The recognition and reversal of impairment losses were based on lower of cost and value in use for hotel property and
the lower of cost and net realisable value for properties held for sale. The value in use and net realisable values were
determined with reference to the respective fair values of the properties based on independent professional valuation at

31st December, 2007.

Net profit (loss) on deemed disposal of partial interests in listed associates

Net profit (loss) on deemed disposal of partial interests in
listed associates arises from the following:

(a)  — Subscription of new shares of a listed associate by third parties
— Share placing and top-up subscription of new shares of a listed associate
— Exercise of unlisted warrants of a listed associate conferring rights to
subscribe for up to 78,800,000 new shares by a subscriber
(b)  Exercise of share option and listed warrants of another listed associate

Finance costs

Total finance costs included in:
Cost of sales and other direct costs
Finance costs

2007
HK$°000

141,019
10,503

151,522

2007
HK$°000

55,497
341,273

396,770

2006
HK$’000

(13,377)

(67,875)
320

(80,932)

2006
HK$’000

49,762
206,453

256,215

All of the interest expense is derived from financial liabilities that are not carried at fair value through profit or loss.



9)

10)

Profit before taxation

Profit before taxation has been arrived at after charging:

Depreciation

Amortisation of intangible assets

Amortisation of prepaid land lease payments

Loss on disposal of partial interest in a subsidiary
Loss on disposal of property, plant and equipment
Loss on disposal of an investment property

and after crediting:

Dividend income from listed equity securities

Dividend income from unlisted equity securities

Profit on disposal of available-for-sale financial assets

Profit on deemed acquisition of interests in an associate
Profit on disposal of an investment property

Profit on disposal of associates

Profit on disposal of subsidiaries

Share of profit of discontinued operations of listed associates

Taxation

The income tax charge (credit) comprises:
Current tax:

Hong Kong
Other jurisdictions

Deferred tax

2007
HK$’000

46,325
26,252
5,417

4,779

24,566
8,523
598,227
636
11,902
2,460
61,689
72,922

2007
HK$°000

278,387
2,554

280,941

29,440

310,381

2006
HKS$’000

36,221
4,225
4,517

261
395
146

22,002
4,979
164,113

14,460
2,029

2006
HK$’000

168,070
(46)

168,024
(37,284)

130,740

Hong Kong Profits Tax is calculated at the rate of 17.5% (2006: 17.5%) of the estimated assessable profits for the

year.

Taxation arising in other jurisdictions is calculated on the estimated assessable profits for the year at the rates of

taxation prevailing in the countries in the relevant jurisdictions.



(1)

(12)

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:

Earnings

Earnings for the purposes of basic earnings per share (profit for the year
attributable to equity holders of the Company)

Adjustments to earnings in respect of the effect of dilutive potential
ordinary shares arising from warrants and convertible bonds of subsidiaries

Earnings for the purposes of diluted earnings per share
Number of shares
Weighted average number of shares for the purpose of basic and

diluted earnings per share

Dividend

Ordinary shares:
Interim dividend of HK15 cents per share (2006: HK10 cents)
Proposed final dividend of HK60 cents per share (2006: HK40 cents)

2007
HK$’000

1,901,254

1,901,254

000

245,137

2007
HK$’000

36,646
146,496

183,142

2006
HK$’000
(Note 2)

1,028,792
(2,549)

1,026,243

000

249,791

2006
HK$’000

24,791
98,633

123,424

A final dividend of HK60 cents (2006: HK40 cents) per share has been proposed by the Directors and is subject to
approval by the shareholders of the Company at the forthcoming annual general meeting of the Company.

The amount of the proposed final dividend for the year ended 31st December, 2007 has been calculated by reference

to 244,160,423 shares in issue at 15th April, 2008.

In 2007, the Company paid and recognised dividends of HK$97,873,000 and HK$36,636,000, representing HK40 cents
per share, being the final dividend of 2006 and HK 15 cents per share, being the interim dividend of 2007 respectively.

In 2006, the Company paid and recognised dividends of HK$37,637,000 and HK$24,791,000, representing HK15 cents
per share, being the final dividend of 2005 and HK10 cents per share, being the interim dividend of 2006 respectively.

~-10 -



(13) Share premium and reserves

2007 2006

HK$°000 HK$’000

(Note 2)

Share premium 1,519,481 1,519,481
Property revaluation reserve 41,792 19,241
Investment revaluation reserve 631,735 521,026
Capital redemption reserve 213,675 208,115
Translation reserve 80,112 16,275
Non-distributable reserve 55,226 55,226
Capital reserve 2,971) 1,517
Accumulated profits 6,010,630 4,351,867
Dividend reserve 146,496 98,633
8,696,176 6,791,381

FINAL DIVIDEND AND BOOK CLOSE

The Board has recommended a final dividend of HK60 cents per share for the year ended 31st December,
2007 (2006: HK40 cents) payable to the shareholders of the Company (“Shareholders”) whose names
appear on the register of members of the Company on Friday, 6th June, 2008, making a total dividend for
the year 2007 of HK75 cents per share (2006: HK50 cents). It should also be noted that the Company
continued to repurchase its shares during the year at an aggregate consideration of approximately HK$60.4
million. Accordingly, earnings per share for 2007 rose by 88.3% over 2006, compared to a corresponding
increase of 84.8% in profit attributable to equity holders of the Company. The Company will, when it
considers appropriate, continue to use surplus cash to repurchase its shares for cancellation.

The register of members of the Company will be closed from Tuesday, 3rd June, 2008 to Friday,
6th June, 2008 (both days inclusive), during which period no transfer of shares of the Company will be
registered. In order to qualify for the final 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 Monday, 2nd June, 2008. Subject to approval by
the Shareholders at the forthcoming annual general meeting of the Company, dividend warrants are
expected to be despatched to the Shareholders by post on or around Monday, 11th August, 2008.

—-11 =



FINANCIAL REVIEW

Results

The revenue of the Group for the year was approximately HK$4,925.5 million, which was an increase of
75.2% compared with the year 2006. The increase in revenue was due to:

a pleasing performance from Sun Hung Kai & Co. Limited (“Sun Hung Kai”) and United Asia
Finance Limited (“UAF”), driven by the strong local economy;

the full year consolidation of the revenue of Quality HealthCare Asia Limited (“QHA”), which
became a subsidiary of the Group in October 2006; and

higher rental income derived from the Group’s investment properties.

The profit attributable to the equity holders of the Company for the year increased by 84.8% to
approximately HK$1,901.3 million from HK$1,028.8 million in 2006. Earnings per share amounted to
HK$7.76 (2006: HK$4.12).

The increase in profit was due to:

a significant increase in contribution from Sun Hung Kai;

higher revaluation gains from the Group’s investment properties as a result of the strong property
market in Hong Kong;

a profit on the deemed disposal of a portion of the Group’s interest in Sun Hung Kai arising from a
share placing amounting to HK$335.9 million attributable to the Company (2006: HK$227.7 million);

a profit on a deemed disposal of a partial interest in Tian An China Investments Company Limited
(“Tian An”) of HK$60.7 million attributable to the Company, compared to a deemed loss of HK$39.7
million in 2006; and

the non-recurrence this year of the provision for additional Land Appreciation Tax (“LAT”) in
Mainland China made by Tian An in the year 2006.

Material Acquisitions and Disposals

(a) Disposal of interests in Island New Finance Limited (“INFL”)

On 31st May, 2007, Onspeed Investments Limited (an indirectly non wholly-owned subsidiary of
Sun Hung Kai, held through its interest in UAF) completed its disposal of the entire issued share
capital of 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.

— 12 —



(b) Group Reorganisation

On 7th June, 2007, Bright Clear Limited (“Bright Clear”), 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 22.43%
of the then issued share capital of Yu Ming at an aggregate consideration of approximately
HK$166.9 million. 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 (H.K.) Limited (“Allied Properties”) and Sun Hung Kai and the circulars dated 3rd July,
2007 issued by Allied Properties and Sun Hung Kai respectively.

(c) Deemed disposal of interests in Sun Hung Kai arising from share placing and top up subscription

Allied Properties, through its wholly-owned subsidiary, had completed share placing of 166,000,000
shares (“Share Placing”) of Sun Hung Kai on 12th November, 2007. The top-up subscription of
166,000,000 new shares of Sun Hung Kai was completed on 13th November, 2007. The net proceeds
of the placing and top-up subscription amounted approximately HK$1,906.0 million. The shareholding
in Sun Hung Kai held by Allied Properties before Share Placing and after top-up subscription was
64.34% and 57.98% respectively.

Other than the above disposal, reorganisation and deemed disposals, there were no material acquisitions
or disposals of subsidiaries, associates and jointly controlled entities during the year.

Financial Resources, Liquidity and Capital Structure

During the year, Allied Properties has redeemed all outstanding convertible bonds. The redemption
monies, together with accrued interest amounting to HK$549.3 million, were paid during the year. The
Company and its subsidiaries have received HK$518.6 million redemption monies accordingly.

At 31st December, 2007, the equity attributable to the equity holders of the Company amounted to
HK$9,184.6 million, representing an increase of HK$1,899.2 million or approximately 26.1% from 2006.
The Group maintained a strong cash and bank balance position and had cash, treasury bills and bank
balances of approximately HK$2,932.0 million as at 31st December, 2007 (2006: HK$1,765.3 million).
The Group’s bank and other borrowings, together with loan notes, totalling HK$3,786.2 million (2006:
HK$2,709.4 million) of which the portion due on demand or within one year decreased to HK$1,006.6
million (2006: HK$1,645.2 million) and the remaining long-term portion increased to HK$2,779.6 million
(2006: HK$1,064.2 million). The liquidity of the Group as evidenced by the current ratio (current assets/
current liabilities) was 3.74 times (2006: 2.36 times). The Group’s gearing ratio (net bank and other
borrowings together with loan notes/equity attributable to the equity holders of the Company) was 9.3%
(2006: 13.0%).

During the year, the Company repurchased 2,780,000 own shares at an aggregate consideration of
approximately HK$60.4 million, details of which are outlined in the section “Purchase, Sale or Redemption

of Shares” below.

The loan notes are charged at fixed interest rates. Most of the bank borrowings of the Group are charged
at floating interest rates. There are no known seasonal factors in the Group’s borrowing profile.

— 13 —



The fluctuation in exchange rates and market prices does not impose a significant risk to the Group, as its
level of foreign currency exposure is relatively immaterial.

Contingent Liabilities

(a)

(b)

At 31st December, 2007, the Group had guarantees as follows:

2007 2006
HK$’000 HKS$’000

Indemnities on banking guarantees made available to
a clearing house and regulatory body 5,540 5,540
Other guarantees 1,400 12,098
6,940 17,638

In 2001 an order was made by the Hubei Province Higher People’s Court in China (“2001 Order”)
enforcing a CIETAC award of 19th July, 2000 (“Award”) by which Sun Hung Kai Securities
Limited (“SHKS”), a wholly-owned subsidiary of Sun Hung Kai, was required to pay US$3,000,000 to
Chang Zhou Power Development Company Limited (“JV”), a mainland PRC joint venture. SHKS
had disposed of all of its beneficial interest in the JV to Sun Hung Kai’s listed associate, Tian An, in
1998 and disposed of any and all interest it might hold in the registered capital of the JV (“Interest”)
to Long Prosperity Industrial Limited (“LPI”) in October 2001. Subsequent to those disposals,
SHKS’ registered interest in the JV in the amount of US$3,000,000 was frozen further to the 2001
Order. Sun Hung Kai has recently become aware of the following:

(1)

On 29th February, 2008, a writ of summons with general indorsement of claim was issued by
Global Bridge Assets Limited (“GBA”), LPI and Walton Enterprises Limited (“Walton™) (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 a collateral warranty, and for negligent and/or reckless
and/or fraudulent misrepresentation; (b) LPI claims against SHKS damages for alleged breaches
of a contract dated 12th October 2001; and (c¢) Walton claims against SHKS for the sum of
US$3,000,000 under a shareholders agreement and/or pursuant to the Award and damages for
alleged wrongful breach of a shareholders agreement. GBA, LPI and Walton also claim against
SHKS interest on any sums or damages payable, costs, and such other relief as the Court may
think fit. As at the date of this announcement, the 2008 Writ has not been served on SHKS. If
served, it shall be 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 JV 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 JV or any transaction related thereto. While a provision has
been made for legal costs, Sun Hung Kai does not consider it presently appropriate to make
any other provision with respect to HCA 317/2008.

_ 14 -



(ii) On 20th December, 2007, a writ (“Mainland Writ”) was issued by 5% BE #F against Tian An
and SHKS and was accepted by a mainland PRC court, # Jb & = % 7 & A K % B
((2008) i R B 7b ¥ = 56 89% ), claiming the transfer of a 28% shareholding in the JV, and
RMB 19,040,000 plus interest thereon for the period from January 1999 to end 2007 together
with related costs and expenses. As at the date of this announcement, the Mainland Writ has
not been served on SHKS. If served, it shall be vigorously defended. While a provision has
been made for legal costs, Sun Hung Kai does not consider it presently appropriate to make
any other provision with respect to this writ.

Material Litigation Update

(@)

(b)

(©)

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-unit serviced apartment complex 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, 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 writs relating to Chang Zhou Power Development Company Limited, a mainland PRC
joint venture are set out in paragraph (b) of the “Contingent Liabilities” section above.

By Notice dated 6th June, 2007 the Financial Secretary required the Market Misconduct Tribunal
(“MMT?”) (i) to conduct proceedings, and (ii) to hear and determine matters arising out of dealings
in the securities of QPL International Limited in May and June 2003. Sun Hung Kai’s indirect
wholly-owned subsidiaries, Sun Hung Kai Investment Services Limited and Cheeroll Limited (now
known as Sun Hung Kai Strategic Capital Limited) were specified in the Notice with two group
employees. Procedural determinations made by the MMT are to be the subject of judicial review,
the hearing of which is set down to commence on 17th June, 2008. While a provision has been
made for legal costs, Sun Hung Kai does not consider it presently appropriate to make any other
provision with respect to the Notice or the judicial review proceeding.

Pledge of Assets

At 31st December, 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$4,370.6
million (2006: HK$3,819.9 million), bank deposits of HK$120.0 million (2006: nil), listed investments
belonging to the Group and margin clients with market values of HK$5,717.0 million (2006: HK$142.1
million) and HK$2,286.3 million (2006: HK$1,164.1 million) 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$5,204.3 million (2006: HK$3,845.2 million) were pledged to

— 15—



secure loans and general banking facilities to the extent of HK$4,074.2 million (2006: HK$3,275.6
million) granted to the Group. Facilities amounting to HK$1,921.2 million (2006: HK$1,556.0 million)
were utilised at 31st December, 2007.

At 31st December, 2007, a bank deposit of HK$1.0 million (2006: HK$1.0 million) was pledged to
secure a bank guarantee amounting to HK$2.0 million (2006: HK$2.0 million).

OPERATIONAL REVIEW
Financial Services
Broking and finance

Sun Hung Kai, the Group’s financial services arm performed strongly in 2007. Revenue was HK$4,666.8
million against HK$1,984.4 million for 2006. Profit attributable to its equity holders increased by 320.2%
from HK$451.6 million in 2006 to HK$1,897.6 million.

Securities broking continued to provide a significant contribution to Sun Hung Kai’s revenue. The division
participated in a large number of sub-underwritings, placements, IPOs and numerous H-share launches
generating substantial profit. SHK Online was able to more than double its revenue, posting a 150% gain
in its bottom-line profit when compared with 2006.

The PO subscriptions from margin financing clients rose 93% for the year compared with 2006 to finish
at HK$232.5 billion in aggregate. The stru