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CHAIRMAN'S STATEMENT
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Overview

The Group’s major income for the year ended 31st December, 2014
comprises profits from both equities and bonds, as well as dividends
and interest income from bonds and fixed income investments. The
major profit contribution came from equities.

The Group recorded a net profit attributable to the owners of the
Company of HK$87.1 million (2013: HK$127.4 million) for the year
ended 31st December, 2014, including net gain of HK$105.6 million
from equity related investments (2013: HK$136.6 million) and profit
contribution of HK$27.7 million from bond investments (2013:
HK$33.4 million).

127,400,000
£105,600,0008 T (—F

As at 31st December, 2014, the Group’s net assets attributable
to the owners of the Company increased by 3.4% to HK$1,375.9
million, outperforming market index. In comparison, the Hang
Seng Index and the Hang Seng China Enterprises Index advanced
by 1.3% and 10.8% respectively during 2014. Since 2008, the
Group's growth in net asset value (net of dividends and fund raising)
outperformed the Hang Seng Index six years out of seven (except for
2012).

Investment Review
As at 31st December, 2014, the Group's major investments were as
follows:

Description

Listed Equities and Warrants
AR AR

Bonds
&5

Investment Funds

REES

Indirect Investment in Listed Equity

RETBRAZFFERKRE

Direct Investments in Unlisted Equities

RIELETMEAZ BRRE

Equity Forward Contracts

REEREH

HK$816.5 million of a portfolio of listed shares and warrants in 30 companies

30K AR Z _ETk M RRRERREK 2 —EREHE - BE4A816,500,000/8 7T

HK$173.1 million of bonds issued by five companies listed in Hong Kong
BHARBB LM ARETZES - {EER173,100,000/87T

HK$99.5 million in five investment funds

AEREES - [B{E499,500,000/ T

HK$39.4 million in one indirect investment in overseas listed equity

—IERNEIN ETIRA Z IEEEIRE - (B{E 439,400,000 7T

HK$11.4 million in two direct investments in unlisted equities

MIBRIE EMRA 2 B E - BEA11,400,0008 7T

Two equity forward contracts, the underlying stocks of which include Hysan Development Co.
Limited and Shougang Fushan Resources Group Limited

MERFEHRLD  HRREEEFEREXERARALENELEREEERAR

FEBEZREAEBENRER - &
R FIEEPBEZES REAGEENS

hn e

IZI/E_, N %Xﬁﬁ H
—MERATE

The Group's portfolio of investments comprises securities in Hong
Kong, United States, Taiwan, Malaysia, Japan, Singapore and China.
The value of our portfolio increased in 2014.
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Investment Review (continued)

The listed company we invest in Taiwan is engaged in the businesses
of dry bulk shipping and department store in China. The former
experienced a difficult year due to a slack demand for dry bulk
shipping, and the latter suffered from lost market share to online
shopping. That said, the operating losses of dry bulk shipping had
been reduced and the department store business contributed profit
after the disposal of a number of unprofitable stores in 2013. The
market value of the Group’s investment in Taiwan declined and an
impairment allowance of HK$2.8 million was recognised in 2014,
but we are optimistic that the investment offers significant prospects
in the medium and long term.

The Group's direct investment in an online education business in
China has not performed as expected due to fierce competition.

The five most profitable securities in our portfolio during the year
are Grand Ming Group Holdings Limited (a data centre investor
and operator), China Taiping Insurance Holdings Co. Limited (an
insurance company in China), S.A.S. Dragon Holdings Limited
(electronic components and semiconductors distributor), Maanshan
Iron & Steel Co. Limited (China’s iron and steel manufacturer) and
IGG Inc. (developer and operator of global online games).

Dividend

The Board of Directors of the Company has recommended a final
dividend of HK1 cent per share for the year ended 31st December,
2014 (2013: HK1 cent) payable to the shareholders of the Company
(the “Shareholders”) whose names appear on the register of
members of the Company on Wednesday, 10th June, 2015. Subject
to the approval of the Shareholders at the forthcoming annual
general meeting of the Company to be held on Tuesday, 2nd June,
2015 (the "AGM"), the final dividend will be paid on or around
Friday, 26th June, 2015.

Closure of Register of Members

The register of members of the Company will be closed on Monday,
1st June, 2015 and Tuesday, 2nd June, 2015, during which
period no transfer of shares of the Company will be registered.
To be eligible to attend and vote at the AGM, all transfer forms
accompanied by the relevant share certificates must be lodged
with the Company’s share registrar, Tricor Secretaries Limited of
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on Friday, 29th May, 2015.



EREE
CHAIRMAN'S STATEMENT

TERERNBFER(E)

ARRER - E—HEFRANR (BRI R-E—HF A+
B(EM=)EEREARBARMNEBPER - HILLHIRARRR
M ZERTFESTTHME - RRANABUIFERIRN 2 REA
BZER  AR-_ZE-—HFRANREH ) TFEE=1tH
AIEMBEBP X HERERREARARR ZBRNBF B
SENERBERAR(LUL AT R ZERNER183FAE ML
21B)RERMBPERLTE

AR~ REEW R

BIARRRER  EFSABEHINEEEEXRTE - — &
LAZE » B ERBRIMEEREEATRF RN LR Z K
0 o ARBREEEED - IREMNAES - RERZER
DRYNEIRE] - BHER EERREARBZRERE KB
HEH ETRTEXAERANENERMER - HAN-F
—HOFERAEBMETEMERENERASG  BRMARKZ
BEFRETHBELE LT AR(KEMBAR)ET  R-FT—H
F BB TERETEMERRBZES

ER-Z-AF A+ NARMZEHNEREEFE - &M
FUESHRR EF2.0% - MEEEHR LT15.2% © HfIR
B R-IT-RF FEHRIPELEERNE  ELRRBE
RREMEBORERAFE - MIHHRFmPE SRS - FE8
It BARAS-F-AFHARMNBERERIRE -

BHER RBESREREEFHLE
RZZ—NFE+_A=+—8 AEEFEREMREEEY
#9244,600,000/ 70 ( —F — =4 : #236,900,000/8 7T ) kX 5
1R B2 #9500,000/8 7C( —E—=4F : #J500,000/87T) * & L
245,100,000/ (= F — =4 : %£J237,400,000/87C) ' &L
1,139,300,000 7L (= F — =4 : 491,097,200,0007% T ) K5
TE-NER-T-—=F+"A=+—BUERTER - K&
B2 RBMEE AR ER IR A E 2 TE 8] AR R AR (£
Bz RERSELRIE - AEE 2 EARNEE B R (TIRER
RN+ A=+ BZEREBERARES ARG
HEE L RAE)BO%(ZE—=4F : 0%) °

ANNUAL REPORT 2014  SHK HONG KONG INDUSTRIES LIMITED

Closure of Register of Members (continued)

The register of members of the Company will be closed on Tuesday,
9th June, 2015, and Wednesday, 10th June, 2015, during which
period no transfer of shares of the Company will be registered.
In order for the Shareholder to qualify for the proposed final
dividend, all transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s share registrar,
Tricor Secretaries Limited of Level 22, Hopewell Centre, 183 Queen'’s
Road East, Hong Kong for registration not later than 4:30 p.m. on
Monday, 8th June, 2015.

Prospects, Investment Basis and Strategy

We are company focused, without sector preference. Our approach
has been to identify securities that are undervalued, and offer
prospects of improvement over the medium to long term. The
relatively modest size of our company allows us to take advantage
of investing in smaller companies with relatively lower turnover. The
bond portfolio is designed to offer a buffer to counter the volatility
of our equities investment, but had from time to time become
an important profit contributor. We cleared our bond portfolio
with all China property names in May 2014 and our current bond
investments are all issued by Hong Kong listed companies (or their
subsidiaries). We will stay out of the China property developers’
bonds in 2015.

Based on the latest published net asset value per share as at 28th
February, 2015, our year-to-date performance is up 2.0%, versus a
rise of 5.2% in Hang Seng Index. We believe 2015 is lined up with
challenges and volatility, amidst an expectation of a slower growth
in China, end of easing, as well as geopolitical conflicts. Having said
that, we are of the view that 2015 will offer us good opportunities
in equities.

Financial Resources, Liquidity and Gearing Ratio

As at 31st December, 2014, the Group had cash and cash
equivalents of approximately HK$244.6 million (2013: approximately
HK$236.9 million) and security deposits of approximately
HK$0.5 million (2013: approximately HK$0.5 million), totalling
approximately HK$245.1 million (2013: approximately HK$237.4
million), investments of approximately HK$1,139.3 million (2013:
approximately HK$1,097.2 million) and no bank borrowings as
at 31st December, 2014 and 2013. The liquidity position of the
Group enables us to respond to further investment opportunities
that are expected to generate better returns for the Shareholders.
The Group's gearing ratio, calculated by reference to the ratio of
total borrowings to total equity attributable to the owners of the
Company as at 31st December, 2014, was 0% (2013: 0%).
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Foreign Exchange Exposure

As at 31st December, 2014, the majority of the Group's investments
was either denominated in Hong Kong dollars or United States
dollars. Exposure to foreign currency exchange rates arises out of
the Group's overseas investments and cash balances, including New
Taiwan dollars, Renminbi, Malaysian ringgit, Thai baht, Singapore
dollars and Japanese yen. The Group at present does not have any
contracts to hedge against its foreign exchange risks. Should the
Group consider that its exposure to foreign currency risk justifies
hedging, the Group may use forward or hedging contracts to reduce
the risks.

Guarantee

The Company has given guarantees to financial institutions to
secure banking facilities available to its wholly-owned subsidiaries in
the amount not exceeding HK$140.0 million (as at 31st December,
2013: HK$240.0 million).

Staff Costs

The Group's total staff costs (including Directors’ emoluments) for
the year ended 31st December, 2014 amounted to approximately
HK$3.4 million (2013: approximately HK$3.6 million).

Pledge of Assets
Details regarding the pledge of assets are set out in Note 22 to the
financial statements on page 99.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2014 was 7 (at 31st December, 2013: 7). The
remuneration policy of the Group is to ensure that all employees,
including Directors, are sufficiently compensated for their efforts
and time dedicated to the Group and remuneration offered is
appropriate for their duties and in line with market practice. No
Director, or any of his associates, or executive is involved in deciding
his own remuneration.

Warren Lee Wa Lun
Chairman

Hong Kong, 19th March, 2015
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The board of Directors of the Company (the “Board”) submit
their report together with the audited financial statements of the
Company and its subsidiaries (together referred to as the “Group”)
for the year ended 31st December, 2014.

Principal Activities
The principal activities of the Group during the year include the
investments in listed and unlisted financial instruments.

Results and Appropriations

The results of the Group for the year ended 31st December, 2014
and the state of affairs of the Group and the Company at that date
are set out in the financial statements on pages 38 to 135.

The Board has recommended a final dividend of HK1 cent per share
for the year ended 31st December, 2014 payable to the shareholders
of the Company (the “Shareholders”) whose names appear on the
register of members of the Company on Wednesday, 10th June,
2015. Details are set out in Note 11 to the financial statements.

Reserves
Details of the movements in the reserves of the Group and the
Company during the year are set out in the consolidated statement
of changes in equity and Note 28 to the financial statements
respectively.

Distributable Reserves
Distributable reserves of the Company at 31st December, 2014 are
shown in Note 28 to the financial statements.

Share Capital
Details of the movements in share capital of the Company are
shown in Note 27 to the financial statements.

Five Year Financial Summary
A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 136.

Directors
The Directors during the year and up to the date of this report were as
follows:

Warren Lee Wa Lun
Mark Wong Tai Chun
Arthur George Dew
Peter Lee Yip Wah
Ambrose So Shu Fai
Albert Ho

Louie Chun Kit

In accordance with Article 101 of the articles of association of the
Company, Messrs. Arthur George Dew and Ambrose So Shu Fai will
retire by rotation at the forthcoming annual general meeting of the
Company (the “AGM"). Mr. Arthur George Dew, being eligible, will
offer himself for re-election at the AGM. However, Dr. Ambrose So
Shu Fai will not offer himself for re-election.
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Directors (continued)

The Company has received confirmations of independence pursuant
to Rule 3.13 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange of Hong Kong”) from all Independent Non-
Executive Directors, and considers them to be independent.

Directors’ Service Contracts

None of the Directors who are proposed for re-election at the AGM
has a service contract with the Company which is not determinable
within one year without payment of compensation, other than
statutory compensation.

Biographical Details of Directors
The biographical details of the Directors are set out below:

Executive Directors

Warren Lee Wa Lun, aged 51, first joined the Company as
manager in July 1992. He was appointed the Chairman of the
Board and ceased to act as the Managing Director of the Company
in March 2009. He first became a Director of the Group in
September 2004. Mr. Lee is also a director of Yu Ming Investment
Management Limited (“YMIM"), the investment manager of
the Company and a subsidiary of Allied Group Limited (“AGL"),
a substantial shareholder of the Company and a company listed
on the main board of the Stock Exchange of Hong Kong. Mr.
Lee is a non-executive chairman of Rotol Singapore Ltd (“Rotol”)
since November 2007. Rotol was listed on the main board of the
Singapore Exchange Limited until August 2011. He retired as an
executive director of Viva China Holdings Limited, a company
listed on the growth enterprise market of the Stock Exchange of
Hong Kong in June 2013. Mr. Lee was an executive director of First
Natural Foods Holdings Limited (provisional liquidators have been
discharged with effect from 4th September, 2012) (“FNF") since
December 2008 and had been re-designated as a non-executive
director of FNF in September 2012 and resigned as a non-executive
director in November 2013. FNF is listed on the main board of
the Stock Exchange of Hong Kong. From February 2013 to April
2013, he was a non-executive director of China Kingstone Mining
Holdings Limited (“CKM"). CKM is listed on the main board of the
Stock Exchange of Hong Kong. From December 2006 to May 2007,
Mr. Lee was the chief executive officer of Nam Tai Electronics, Inc.
("NTEI"), an electronics manufacturing services provider listed on
the New York Stock Exchange. From March 2004 to February 2006,
he was an independent non-executive director of Nam Tai Electronic
& Electrical Products Limited (“NTEEP”), and from February 2006 to
April 2007, he was re-designated as a non-executive director. From
January 2007 to April 2007, he was also a non-executive director
of J.I.C. Technology Company Limited (“JIC"). At the time of his
directorship, both NTEEP and JIC were listed on the main board of
the Stock Exchange of Hong Kong and subsidiaries of NTEI. Mr. Lee
graduated with a Bachelor of Science Degree from The University
of East Anglia in England in 1986 and obtained a distinction in
Master of Science Degree from The City University Business School
in London in 1988.
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Biographical Details of Directors (continued)

Executive Directors (continued)

Mark Wong Tai Chun, aged 50, was appointed as an Executive
Director of the Company in December 2008. He has a Master's
Degree in Business Administration and is a fellow of the Hong
Kong Institute of Certified Public Accountants, the Association
of Chartered Certified Accountants, The Institute of Chartered
Secretaries and Administrators and The Hong Kong Institute of
Chartered Secretaries. He was the financial controller of other
listed companies in Hong Kong. He is also an executive director
of Allied Properties (H.K.) Limited (“APL"), a fellow subsidiary of
the Company, and the director of investment of AGL. APL is a
company listed on the main board of the Stock Exchange of Hong
Kong. He is an alternate director to Mr. Arthur George Dew in
Tanami Gold NL (“Tanami”). He ceased to be an alternative director
to Mr. Arthur George Dew in Eurogold Limited (“Eurogold”) in
November 2014. He was previously the chief executive officer and
an executive director of SkyOcean International Holdings Limited
("SkyOcean”) (formerly known as Allied Overseas Limited) (“AOL"),
a company listed on the main board of the Stock Exchange of Hong
Kong. Tanami and Eurogold are companies listed on the Australian
Securities Exchange.

Non-Executive Directors

Arthur George Dew, aged 73, was appointed a Non-Executive
Director of the Company in November 2007. He graduated from the
Law School of the University of Sydney, Australia, and was admitted
as a solicitor and later as a barrister of the Supreme Court of New
South Wales, Australia. He is currently a non-practising barrister. He
has a broad range of corporate and business experience and has
served as a director, and in some instances chairman of the board
of directors, of a number of public companies listed in Australia,
Hong Kong and elsewhere. He is the chairman and a non-executive
director of each of AGL, APL, and Dragon Mining Limited (“Dragon
Mining”). He is a non-executive director of Tanami. He resigned
as non-executive director of Eurogold in November 2014. He was
previously the chairman and a non-executive director of SkyOcean
(formerly known as AOL), a company listed on the main board of
the Stock Exchange of Hong Kong. Tanami, Eurogold and Dragon
Mining are companies listed on the Australian Securities Exchange.

Peter Lee Yip Wah, aged 72, joined the Group in 1998. Mr. Lee
is a retired solicitor in Hong Kong. He is also an independent non-
executive director of China Merchants Holdings (International)
Company Limited and Sinotrans Shipping Limited, both being
companies listed on the main board of the Stock Exchange of Hong
Kong.
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Biographical Details of Directors (continued)

Independent Non-Executive Directors

Ambrose So Shu Fai, aged 63, joined the Group since its inception
in 1990. Dr. So is an executive director of SJM Holdings Limited
and China Merchants Land Limited (“CML") (formerly known as
Tonic Industries Holdings Limited), both being companies listed on
the main board of the Stock Exchange of Hong Kong. He was the
chairman of CML from December 2010 to June 2012. Dr. So is a
director of The University of Hong Kong Foundation for Educational
Development and Research. He is a committee member of the 12th
National Committee of the Chinese People’s Political Consultative
Conference.

Albert Ho, aged 57, joined the Group as an Alternate Director to
an Independent Non-Executive Director in 1999 and became an
Independent Non-Executive Director in 2004. Mr. Ho graduated
from the Macquarie University, Sydney, Australia with a Bachelor
of Economics and MBA from the University of Hong Kong. He is
a Certified Public Accountant of Hong Kong Institute of Certified
Public Accountants and fellow member of the Association of
Chartered Certified Accountants. Mr. Ho is also an independent
non-executive director of Zhuhai Holdings Investment Group
Limited, a company listed on the main board of the Stock Exchange
of Hong Kong.

Louie Chun Kit, aged 50, was appointed an Independent Non-
Executive Director of the Company in August 2010. He is a
practising accountant. He is a fellow member of Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He is currently the
chief accountant of Yield Limited, a Hong Kong private company
engaged in property development in the People’s Republic of China.
Prior to his present position in November 2006, he spent over 10
years as the chief accountant in YMIM and around 5 years in the
audit practice with an international accounting firm in Hong Kong.
He holds a diploma in accounting from Lingnan College in 1988
and a master degree in business systems from Monash University
of Australia in 2005. From June 2010 to April 2012, he was also an
independent non-executive director of Manta Holdings Company
Limited (now known as Eagle Legend Asia Limited), a company listed
on the main board of the Stock Exchange of Hong Kong.
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Directors’ Interest in Contracts

During the year, YMIM, of which Warren Lee Wa Lun is a director,
received from the Group management fee of HK$20,361,000
and performance fee of HK$21,444,000 in accordance with a
management agreement signed between the Group and YMIM.

Save as disclosed above and in the paragraphs headed “Connected
Transactions and Continuing Connected Transaction” and
“Management Agreement” of this report, no other contracts
of significance in relation to the Group’s business to which the
Company, its holding companies, any of its fellow subsidiaries or
its subsidiaries was a party and in which a Director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

Connected Transactions and Continuing Connected
Transaction

Significant related party transactions entered into by the Group
during the year ended 31st December, 2014, which may also
constitute connected transactions or continuing connected
transaction under the Listing Rules, are disclosed in Note 31 to the
financial statements.

During the year, the above-mentioned connected transactions or
continuing connected transaction are carried out and disclosed in
compliance with the relevant requirements under Chapter 14A of
the Listing Rules.

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures of the Company
and Associated Corporations

The interests and short positions of the Directors of the Company
in any shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of
the Hong Kong Securities and Futures Ordinance (the “SFO")) as
at 31st December, 2014, which were notified to the Company and
the Stock Exchange of Hong Kong pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which the
Directors and the Chief Executives of the Company were deemed
or taken to have under such provisions of the SFO) or which were
required to be and were recorded in the register required to be kept
pursuant to Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange of Hong Kong pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) in the Listing Rules were as follows:
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Underlying Shares and Debentures of the Company
and Associated Corporations (continued)

Interests in shares of the Company

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 31st December, 2014
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Save as disclosed above, at no time during the year ended 31st
December, 2014 was the Company, any of its holding companies,
its fellow subsidiaries, its subsidiaries or its associated corporations a
party to any arrangement to enable the Directors or Chief Executives
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or its associated
corporations.

Save as disclosed above, none of the Directors or the Chief
Executives of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any
associated corporation (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 of Hong Kong pursuant to the Model Code as set out in
the Listing Rules.
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Directors’ Interests in Competing Business

During the year and up to the date of this report, the following
Directors (not being the Independent Non-Executive Directors) are
considered to have interests in the businesses listed below which
compete or are likely to compete with the businesses of the Group
pursuant to the Listing Rules:

(i) Mr. Arthur George Dew is a director of each of AGL and
APL which, through certain of their subsidiaries, are involved
in the investment in financial instruments; and

Mr. Mark Wong Tai Chun is a director of APL which,
through certain of its subsidiaries, is involved in the
investment in financial instruments.

Although the above-mentioned Directors have competing
interests in other companies by virtue of their respective common
directorship, they will fulfill their fiduciary duties in order to ensure
that they will act in the best interest of the Shareholders and the
Company as a whole at all times. Hence, the Group is capable of
carrying on its businesses independently of, and at arm’s length
from, the businesses of such companies.
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Substantial Shareholders

As at 31st December, 2014, the following persons or corporations,
having interest in 5% or more in the shares and underlying shares of
the Company have been notified to the Company and recorded in
the register of substantial shareholders’ interests in shares and short
positions required to be kept under Section 336 of Part XV of the
SFO:

% of total
relevant
issued shares
Number of as at 31st
Name of Substantial Shareholders Notes Capacity Nature of interests shares held December, 2014
R-B—IF
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FERRER Y = i3 EEME B BEEDL
AGL 1 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
sy St EEh I VNSIEoks 2o NGl
Lee and Lee Trust 2 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
REHI AT B R NGl o
Argyle Street Management Holdings Limited 3 Interest of controlled Corporate interest 262,500,000 6.38%
("ASMH") corporation
st NCIEop NEER
Argyle Street Management Limited (“ASM") 3 Interest of controlled Corporate interest 262,500,000 6.38%
corporation
ZEH A TR E R AR
Chan Kin 3 Interest of controlled Corporate interest 262,500,000 6.38%
corporation
R b R AR R NGl
Citigroup Inc. ("Citi") 4 Person having security Other interest 251,180,000 6.10%
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owned subsidiaries.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are
the trustees of Lee and Lee Trust, being a discretionary trust. They
together own 70.21% interest in AGL (inclusive of Mr. Lee Seng Hui’'s
personal interests) and are therefore deemed to have an interest in the
said shares in which AGL is interested.

ASM Hudson River Fund (“River Fund”) and ASM Asia Recovery
(Master) Fund (“Master Fund”) which hold 40,752,000 shares and
221,748,000 shares of the Company respectively, are managed
by ASM. Master Fund is 87.8% controlled by ASM Asia Recovery
Fund (“Recovery Fund”) which is wholly-owned by ASM. ASM is
wholly-owned by ASMH and Mr. Chan Kin owns 44.45% interests
in ASMH. Therefore, Mr. Chan Kin, ASMH, ASM and Recovery Fund
are deemed to have an interest in the shares in which River Fund and
Master Fund are interested.

The interest of Citi was attributable on account through a number of
direct and indirect wholly-owned subsidiaries.
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Substantial Shareholders (continued)

Save as disclosed above, as at 31st December, 2014, the Directors
are not aware of any other persons, who have interests or short
positions in the shares, underlying shares of equity derivatives or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the SFO) which would be required to be
disclosed to the Company pursuant to Part XV of the SFO.

Management Agreement

On 19th November, 2012, an investment management agreement
(the "Investment Management Agreement”) was entered into by
the Company and YMIM, which was approved by the Shareholders
on 28th December, 2012. Under the Investment Management
Agreement, YMIM agreed to assist the Board with the day-to-
day management of the Group from 1st January, 2013 to 31st
December, 2015. YMIM is entitled to a management fee equal to
1.5% per annum of the consolidated net asset value of the Group
attributable to the owners of the Company, calculated and payable
in arrears on a quarterly basis by reference to the arithmetical
average of the published consolidated net asset value of the Group
attributable to the owners of the Company on the last day of each
calendar month during each quarter; and a performance fee equal
to 20% of the amount by which the audited consolidated net asset
value of the Group attributable to the owners of the Company of
each year ending 31st December, exceeds the audited consolidated
net asset value of the Group attributable to the owners of the
Company as at the end of the latest financial year in which YMIM
was entitled to a performance fee.
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Management Agreement (continued)

As at 31st December, 2014, (i) YMIM was an indirect wholly-
owned subsidiary of AGL which was a substantial shareholder of the
Company holding 74.97% interests in the share of the Company; (ii)
Mr. Arthur George Dew was common director of the Company and
AGL; and (i) Mr. Warren Lee Wa Lun was common director of the
Company and YMIM.

For the year ended 31st December, 2014, management fee and
performance fee of HK$20,361,000 and HK$21,444,000 were paid
and payable to YMIM by the Group respectively.

This transaction constitutes a continuing connected transaction and
is required to be disclosed in accordance with Chapter 14A of the
Listing Rules.

The Company’s Independent Non-Executive Directors had reviewed
the above continuing connected transaction and confirmed that the
said transaction had been entered into:

(a) in the ordinary and usual course of business of the
Company;

on normal commercial terms or, on the terms no less
favourable to the Company than terms available to or from
(as appropriate) independent third parties; and

in accordance with the relevant agreement governing them
on terms that are fair and reasonable and in the interests of
the Shareholders as a whole.

Save as disclosed above, no other contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company were entered into or existed
during the year.

Confirmation for Continuing Connected Transaction

A letter pursuant to Rule 14A.56 of the Listing Rules has been issued
to the Board by the auditor of the Company confirming the matters
stated in Rule 14A.56 in respect of the above continuing connected
transaction for management agreement.
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Related Party Transactions
Details of the related party transactions are set out in note 31 to the
consolidated financial statements.

Retirement Benefits Scheme

The Group operates a defined contribution retirement benefits
scheme under the Mandatory Provident Fund Schemes Ordinance
(the “"MPF Scheme"”). The MPF Scheme has operated since 1st
December, 2000. Contributions are made based on a percentage
of the employees’ basic salaries. Contributions are recognised as
an expense in profit or loss as employees render services during the
year. The Group's obligation under this plan is limited to the fixed
percentage contributions payable.

Audit Committee

The Company has established an audit committee in accordance
with Rule 3.21 of the Listing Rules, and now comprises two
Independent Non-Executive Directors, namely Mr. Albert Ho and Mr.
Louie Chun Kit and one Non-Executive Director, namely Mr. Arthur
George Dew.

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
review of the annual report for the year ended 31st December,
2014.

Nomination Committee

A Nomination Committee has been established by the Company to
review structure, size, diversity and composition of the Board and
assess the independence of Independent Non-Executive Directors.
The Nomination Committee comprises two Independent Non-
Executive Directors, namely, Mr. Albert Ho and Mr. Louie Chun Kit
and one Non-Executive Director, Mr. Arthur George Dew.

Remuneration Committee

A Remuneration Committee has been established by the
Company to consider the remuneration of the Directors and
senior management of the Group. The Remuneration Committee
comprises two Independent Non-Executive Directors, namely, Mr.
Albert Ho and Mr. Louie Chun Kit and one Non-Executive Director,
Mr. Arthur George Dew.
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Public Float

On the basis of information that is publicly available to the
Company and within the knowledge of the Directors as at the date
of this report, the Company has complied with the public float
requirements of the Listing Rules for the year ended 31st December,
2014.

Purchase, Sale or Redemption of Listed Shares
Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s shares during the year.

Auditor
BDO Limited (“BDQO") is the auditor of the Company. There have
been no changes of auditor in the past three years.

The accompanying financial statements for the year ended 31st
December, 2014 were audited by BDO who retire and, being
eligible, offer themselves for re-appointment. A resolution for their
re-appointment as auditor of the Company will be proposed at the
AGM.

By order of the Board

SHK Hong Kong Industries Limited
Lo Tai On

Company Secretary

Hong Kong, 19th March, 2015
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The Company recognises that good corporate governance standards
maintained throughout the Company and its subsidiaries (together
referred to as the “Group”) serve as an effective risk management
tool for the Company. The board of Directors of the Company (the
“Board”) is committed to lead the Group growing in an efficient
manner followed by corporate missions in terms of business
strategies and improved operational planning and procedures which
are enforced under high corporate governance standard.

Corporate Governance

The Board believes that corporate governance is essential to the
success of the Company and has adopted various measures to
ensure that a high standard of corporate governance is maintained.
With effect from 1st January, 2005, the Company has applied the
principles and adopted code provisions set out in the Corporate
Governance Code (the “CG Code”) in Appendix 14 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange of Hong
Kong”) as its own code on corporate governance practices. The
current practices will be reviewed and updated regularly to follow
the latest practices in corporate governance.

In the opinion of the Board, the Company has complied with the
code provisions of the CG Code during the accounting year.

Directors’ Securities Transactions

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the Directors (the “Model Code”). Having made
specific enquiry of all Directors, the Company confirmed that all
Directors have complied with the required standards as set out in
the Model Code during the year.
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Corporate Management

Board of Directors

The Board currently consists of 2 Executive Directors, 2
Non-Executive Directors and 3 Independent Non-Executive
Directors:

Executive Directors
Mr. Warren Lee Wa Lun (Chairman)
Mr. Mark Wong Tai Chun

Non-Executive Directors
Mr. Arthur George Dew
Mr. Peter Lee Yip Wah

Independent Non-Executive Directors
Dr. Ambrose So Shu Fai

Mr. Albert Ho

Mr. Louie Chun Kit

The number of Independent Non-Executive Directors is over
40% of the Board membership. Two of the Independent
Non-Executive Directors, namely Mr. Albert Ho and Mr. Louie
Chun Kit, have the appropriate professional accounting
experiences and expertise. The Board membership is
covered by professionally qualified and widely experienced
personnel so as to bring in valuable contribution and different
professional advices and consultancy for the development
of the Company. Over 80% of the Board members has
recognised professional legal, securities or accounting
qualification. There is no relationship (including financial,
business, family or other material/ relevant relationship)
among Board members.

The Board has established four Board Committees, namely
the Executive Committee, the Audit Committee, the
Nomination Committee and the Remuneration Committee to
oversee different areas of the Company’s affairs.

All Directors have access to the services of the company
secretary who regularly updates the Board on governance
and regulatory matters. Any Director and member of the
Audit Committee, Nomination Committee and Remuneration
Committee of the Company may take independent
professional advice if they so wish at the expense of the
Company, as arranged by the company secretary.

The Board has had regular Board meetings in accordance
with the CG Code.
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EEEE) Corporate Management (continued)
i. BEEg(s) i Board of Directors (continued)
—E-NFEEeeRANEENHEER - Attendance of individual Directors at Board meetings in 2014:

Number of meetings
BRI 4

Executive Directors

HITEE

Warren Lee Wa Lun (Chairman)

TR (L) 4/ 100%
Mark Wong Tai Chun

BN 4/4 100%

Non-Executive Directors

HFHTEE

Arthur George Dew

WEEE 4/4 100%
Peter Lee Yip Wah

£ 4/4 100%

Independent Non-Executive Directors

BUIFHTEE
Ambrose So Shu Fai
ARt 0/4 0%
Albert Ho
fa PRk 4/4 100%
Louie Chun Kit
B AAE 4/4 100%
R-B—NEERETIAMAEAZEESTHEE - AL Not less than 4 regular Board meetings had been held in
BEFE—R -ERerHesEARMEaEEEHE= 14 2014 at approximately quarterly intervals. At least 14 days’
@i ZRESeEketFesn  MAEEEHE# notice of a regular Board meeting is given to all Directors to
SEHSFEANMASZIE EEeXHEREZg 243 provide them with an opportunity to attend and all Directors
RERES  UHERESHEEEHIERERXHLAS are given an opportunity to include matters in the agenda
EEH TN ERE - for a regular meeting. Board papers are despatched to
the Directors at least 3 days before the meeting to ensure
that they have sufficient time to review the papers and be
adequately prepared for the meeting.
(a) EE=SREEEZACGREBE (@) Roles and Responsibilities of the Board and
Management
BRI REEBREERRLAEENREIE The Board is committed to establishing the strategic
FEt - AT B RRERERTE  #RECEER direction of the Group, setting objectives and business
BRzEEHKE - MEREHEEERAETEEHE development plans, maintaining corporate governance
%75 - BASBERERRREHREBRZ F= - and effective accountability mechanisms in every

aspect of its business. Conducting business in a
socially responsible and honest manner serves both the
Group's and its shareholders’ long-term interests.
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Corporate Management (continued)
Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management (continued)

The Board delegated its full power and authorities
to the Executive Committee including operation of
normal course of business of the Group; formulating
business policies and making investment decision; and
implementing the strategies and plans established by
the Board. The team assumes full accountability to the
Board for the operations of the Group.

The Company is being managed by the investment
manager, Yu Ming Investment Management Limited
("YMIM"), including day-to-day management and
administration.

The following mattes must be reserved to the Board:

- publication of final and interim results of the
Company;

- dividend distribution or other distributions, if
any;

- changes to Board composition; or

- notifiable transactions and non-exempted
connected transactions/continuing connected
transactions.

During regular meetings of the Board, the Board
discusses and formulates the overall strategies of the
Group, monitors financial performances and discusses
the annual and interim results, as well as discusses and
decides on other significant matters.

The Company has arranged appropriate directors’ and
officers’ liabilities insurance coverage for the Directors
and officers of the Company.
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Corporate Management (continued)
Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management (continued)

Director’s training is an ongoing process. During the
year, the management had provide all members of
the Board with monthly updates giving a balanced
and understandable assessment of the Company’s
performance, position and prospects in sufficient detail
to enable the Board as a whole and each Director to
discharge their duties under the Listing Rules. The
Company had previously arranged training course
and will continue to arrange and/or funding training
opportunities in respect of the roles, functions and
duties of Directors upon requested by Directors. The
Company had received record of trainings from each
Director relating to development and refreshment
of their knowledge and skills. The participation by
individual Directors in the continuous professional
development is recorded in the table below:

Reading regulatory or
monthly updates/
attending in-house
briefings arranged by

Attending expert
briefings/seminars/
conferences relevant
to the business or

Directors other listed companies Directors’ duties
BEER
BHMEAS
SBRAEH HE SHEREBRNES

HEMETARZHEN BEZERENE
B REBETE BHEEE
Executive Directors
HITES
Warren Lee Wa Lun
FHR v v
Mark Wong Tai Chun
IAH v v
Non-Executive Directors
FHTES
Arthur George Dew
WA v v
Peter Lee Yip Wah
FERE v v
Independent Non-Executive Directors
BYFHITES
Ambrose So Shu Fai
BRI v v
Albert Ho
fal AR v v
Louie Chun Kit
s 4 v
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Corporate Management (continued)
Board of Directors (continued)

(a)

(b)

Roles and Responsibilities of the Board and
Management (continued)

The Board is also responsible for performing the
corporate governance duties as required under the CG
Code. The major roles and functions of the Board in
respect of the corporate governance are:

to develop and review the Company’s policy and
practices on corporate governance;

- to review and monitor the training and
continuous professional development of
Directors and senior management;

- to review and monitor the Company’s policies
and practices on compliance with legal and
regulatory requirements;

- to develop, review and monitor the code of
conduct and compliance manual applicable to
employees and Directors; and

- to review the Company’s compliance with
the CG Code and disclosure in the Corporate
Governance Report.

The Board had considered the following corporate
governance matters for the financial year 2014:

- review of the usage of annual caps on the
continuing connected transactions of the Group;

- review all policies and practices adopted by the
Company;

- review of the compliance with the CG Code;
and

- review of the effectiveness of the internal
controls and risk management systems of the
Company through the Audit Committee.

Chairman and Managing Director
The Chairman of the Board is responsible for the
leadership and effective running of the Board.

The position of Managing Director is delegated with
the authorities to manage the Group’s business in all
aspects effectively, implement major strategies, make
day-to-day decision and coordinate overall business
operation. The Company currently has not appointed
an individual managing director as the Company is
being managed by the investment manager.
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Corporate Management (continued)

Board of Directors (continued)
(c)  Terms of appointment and re-election of Directors
Non-Executive Directors (including Independent
Non-Executive Directors) of the Company have a
specific term of appointment for one year, subject
to retirement and re-election in accordance with
the articles of association of the Company. At each
annual general meeting (the “AGM"), one-third of the
Directors for the time being or, if their number is not
three or a multiple of three, then the number nearest
one-third, shall retire from office by rotation provided
that every Director shall be subject to retirement at
least once every three years.

The Company has formal letters of appointment for
Directors setting out the key terms and conditions of
their appointment.

Executive Committee

The Executive Committee is established by the Board,
comprising Messrs. Warren Lee Wa Lun and Mark Wong Tai
Chun, being the Executive Directors of the Company, which
has been authorised to make investment decisions on behalf
of the Group and operate normal course of business of the
Group.

During the year, two Executive Committee meetings were
held, both Messrs. Warren Lee Wa Lun and Mark Wong Tai
Chun attended the two meetings.

Audit Committee

The Audit Committee has been established and currently
consists of three Non-Executive Directors, two of whom are
Independent Non-Executive Directors. To retain independence
and objectivity, the Audit Committee is chaired by an
Independent Non-Executive Director with appropriate
professional qualifications or accounting or related financial
management expertise. The current members of the Audit
Committee are Mr. Albert Ho (Chairman of the Committee),
Mr. Arthur George Dew and Mr. Louie Chun Kit. The Audit
Committee is provided with sufficient resources to discharge
its duties and has access to independent professional advice
according to the Company'’s policy if considered necessary.
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Corporate Management (continued)

Audit Committee (continued)
The major roles and functions of the Audit Committee are:

(@) to recommend to the Board on the appointment, re-
appointment and removal of the external auditor, to
approve the remuneration and terms of engagement
of the external auditor, and to consider any questions
of resignation or dismissal of the auditor;

(b)  to consider and discuss with external auditor the
nature and scope of each year’s audit;

(0 to review and monitor the external auditor’s
independence and objectivity;

(d)  to review the interim and annual consolidated financial
statements before submission to the Board;

(e)  to discuss any problems and reservation arising from
the interim review and final audit, and any matters the
external auditor may wish to discuss;

(f) to review the external auditor's management letters (if
any) and management'’s response; and

(g) to review the Group’s financial controls, internal
control and risk management systems.

The terms of reference of the Audit Committee are available
on the websites of the Company and the Stock Exchange of
Hong Kong.

The works of the Audit Committee during the year under
review included:

(@  reviewing the 2013 annual results and 2014 interim
results of the Group;

(b)  discussing with the management of the Company over
the completeness, fairness and adequate accounting
standards and policies of the Group in the preparation
of the 2013 annual financial statements and 2014
interim financial statements;

(c)  reviewing and discussing with the external auditor over
the financial reporting of the Company;

(d)  reviewing and approving the 2014 audit scope and
fees;
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Corporate Management (continued)

Audit Committee (continued)

(e)  recommending to the Board, for the approval by the
shareholders of the Company (the “Shareholders”), of
the re-appointment of the external auditor;

(f) reviewing the arrangement (including investigation and
following up action, if any) under the whistle blower
policy;

(9 reviewing the continuing connected transactions
entered into by the Group during the year (if any); and

(h)  reviewing the effectiveness of internal control system
and risk management.

As at 31st December 2014, the arrangement for employees
of the Group to raise concerns about possible improprieties
in financial reporting, internal control and other matters
through whistle blower policy is in place. No reporting had
been received by Audit Committee during the year.

The Audit Committee members met 2 times in 2014 with
external auditor. Each committee meeting was supplied with
the necessary financial information of the Group for enabling
the members to consider, review and assess matters of
significance arising from the work conducted.

Attendance of individual members of Audit Committee at
audit committee meetings in 2014:

Albert Ho (Chairman)
OERNEYD)
Arthur George Dew
G

Louie Chun Kit

E L

2/2 100%

2/2 100%

2/2 100%

REZES iv.

EESCRUREBZBEUNELTREA BB
FRTESEEIRE - REZESh-RXEEK A
BUFRTESARMEE(ZEEIE) REEMRE
£ UARERITESKEERE - FME B SR REHRR
HEIRABITER -
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Nomination Committee
The Nomination Committee has been established by the
Board to comply with the Listing Rules and is chaired by
an Independent Non-Executive Director. The Nomination
Committee has comprised three members, namely Mr. Albert
o (Chairman of the Committee) and Mr. Louie Chun Kit,
being Independent Non-Executive Directors and Mr. Arthur
George Dew, being Non-Executive Director. The Nomination
Committee is provided with sufficient resources to discharge
its duties.
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Corporate Management (continued)

iv.

Nomination Committee (continued)
The major roles and functions of the Nomination Committee
are:

(@)  toreview the structure, size and composition (including
the skill, knowledge and experience) of the Board at
least annually and make recommendations on any
proposed changes to the Board to complement the
Company'’s corporate strategy;

(b)  to identify individuals suitably qualified to become
Board members and select or make recommendations
to the Board on the selection of individuals nominated
for directorship;

(c)  to assess the independence of Independent Non-
Executive Directors; and

(d) to make recommendations to the Board on the
appointment or re-appointment of the Directors and
succession planning for Directors, in particular the
chairman and the chief executive.

The terms of reference of the Nomination Committee are
available on the websites of the Company and the Stock
Exchange of Hong Kong.

In assessing nomination of new Directors, the Nomination
Committee would take into consideration of the candidate’s
qualification, ability and potential contributions to the
Company. According to the articles of association of the
Company, the Board has the power from time to time and
at any time to appoint any person as a Director either to fill
a casual vacancy or as an addition to the Board subject to
recommendation from the Nomination Committee.

There was no change in directorship during the year.

One Nomination Committee meeting was held during the
year with 100% attendance rate in the presence of Mr. Albert
Ho, Mr. Arthur George Dew and Mr. Louie Chun Kit. The
Nomination Committee of the Company had at its meeting
reviewed the board diversity policy. In March 2015, the
Nomination Committee also (i) reviewed the structure, size
and composition of the Board, (ii) assessed the independence
of Independent Non-Executive Directors, (iii) reviewed the re-
election of retiring directors at the forthcoming AGM, and (iv)
made recommendations to the Board.
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Corporate Management (continued)

V.

Remuneration Committee

The Remuneration Committee has been established and is
chaired by an Independent Non-Executive Director, comprising
three members, namely Mr. Albert Ho (Chairman of the
Committee) and Mr. Louie Chun Kit, being Independent
Non-Executive Directors and Mr. Arthur George Dew, being
Non-Executive Director during the year. The Remuneration
Committee is provided with sufficient resources to discharge
its duties and has access to independent professional advice
according to the Company'’s policy if considered necessary.

The major roles and functions of the Remuneration
Committee are:

(@  to recommend to the Board on the Company’s policy
and structure for all remuneration of Directors and
senior management;

(b)  to recommend to the Board on the remuneration
packages of individual Executive Directors and senior
management;

(0 to review and approve performance-based
remuneration by reference to corporate goals and
objectives approved by the Board from time to time;

(d)  to review and approve the compensation payable to
Executive Directors relating to any loss or termination
of their office or appointment;

(e)  to review and approve compensation arrangements
relating to dismissal or removal of Directors for
misconduct; and

(f)  to ensure that no Director is involved in deciding his
own remuneration.

The terms of reference of the Remuneration Committee are
available on the websites of the Company and the Stock
Exchange of Hong Kong.

One remuneration committee meeting was held during the
financial year of 2014 with 100% attendance rate in the
presence of Mr. Albert Ho, Mr. Arthur George Dew and
Mr. Louie Chun Kit. The Remuneration Committee had
discussed and reviewed remuneration of Executive Directors
and Directors’ fee of all members of the Board and made
recommendation to the Board.
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Corporate Management (continued)
Vi. Remuneration policy

The remuneration policy of the Company is to ensure that all
employees, including Directors, are sufficiently compensated
for their efforts and time dedicated to the Company and
remuneration offered is appropriate for their duties and in
line with market practice. No Director, or any of his associates,
and executive is involved in deciding his own remuneration.
vii.  Board diversity policy

The board diversity policy of the company sets out the
objectives and principles regarding board diversity for the
benefits of achieving the Company’s strategic objectives
with a view of having a balanced diversity of both skills and
experience and of perspective. Board appointments will be
based on merit and candidates will be considered against
measurable objectives, taking into account the Company’s
business and needs.

Selection of candidates will be based on a range of diversity
criteria, including but not limited to gender, age, cultural and
educational background, knowledge, professional experience
and skills. The ultimate decision will be based on merit and
the contribution that the selected candidates may bring to
the Board.

The Directors will consider and review the diversity of the
Board and to set up, if appropriate, measurable objectives
according to the Company’s own business model and specific
needs.

Remuneration of Directors and Senior Management
The Executive Directors are closely involved in and are directly
responsible for all activities of the Group and the Company was
managed by the investment manager. The Board considers that the
senior management comprise the Executive Directors.

Particulars regarding senior management and other Directors’
remuneration and the five highest paid employees as required to be
disclosed pursuant to Appendix 16 to the Listing Rules are set out in
Note 14 to the financial statements on pages 85 to 87.
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Company Secretary

The Company has engaged and appointed a representative from an
external secretarial services provider as the company secretary of the
Company. The primary contact person with the company secretary
is Mr. Warren Lee Wa Lun, Chairman of the Board. The company
secretary of the Company has duly complied with the relevant
training requirement under Rule 3.29 of the Listing Rules.

Corporate Communication
The Company had established a shareholders’ communication policy
and shall review it on a periodic basis to ensure its effectiveness.

The Company communicates with the Shareholders mainly in the
following ways: (i) the holding of the AGM and extraordinary general
meetings, if any, which may be convened for specific purposes and
provide opportunities for the Shareholders to communicate directly
to the Board; (ii) the publication of announcements, annual reports,
interim reports, circulars on the websites of the Company and the
Stock Exchanges of Hong Kong; and (iii) the availability of latest
information of the Group on the website of the Company.

Separate resolutions are proposed at the general meetings for
substantial issues, including the re-election of retiring Directors.

The Company’s notices to the Shareholders for the AGM held in
2014 were sent to the Shareholders at least 20 clear business days
or 21 clear days, whichever is the longest.

The Chairman of the Board, chairman/members of the Audit
Committee, Nomination Committee and Remuneration Committee
and the representative of external auditor were available at the AGM
held on 5th June, 2014 to answer questions from the Shareholders.
The chairman of the AGM had explained the procedures for
conducting a poll during the meeting. All resolutions proposed at
the AGM were voted separately by way of poll. All the votes cast at
the said meeting were properly counted and recorded.
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Corporate Communication (continued)
Attendance of individual Directors at general meetings in 2014:

AGM
BRREFAE

Executive Directors
BITES

Warren Lee Wa Lun (Chairman)
FER(LE)

Mark Wong Tai Chun

TR

Non-Executive Directors
FEITES

Arthur George Dew
WERIE

Peter Lee Yip Wah

FRE

Independent Non-Executive Directors
BAFHITES

Ambrose So Shu Fai

23

Albert Ho

falHRAR

Louie Chun Kit

Bt

11 100%

11 100%

11 100%

11 100%

01 0%

11 100%

11 100%

ARREERRBFASHN _E—RFNA_RE
FRENBRBVBEIREFRETRR
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The forthcoming AGM of the Company will be held on 2nd June,
2015 and resolutions to be proposed thereat will be voted separately
by way of poll.



TRERHRE

ANNUAL REPORT 2014  SHK HONG KONG INDUSTRIES LIMITED

REPORT OF CORPORATE GOVERNANCE

HITRIRRAE
ARRINAIRNE S B RE B R BCRA S SRR

IRIEFT ARG (B REED %6225 ) ([ #12 RHERI ) F 56614 -
HARBRAE L2 BBRRAREER VSN KRR ZARE
BRABREZARBRAE - BEZRKUBIIRABRAS R

ENEENEENE  KUeRMEZAREYRENAE LR
EZRBRXAE - B IT@@%%?RKHHZX# ATBA
ﬂﬂiﬁi ET X ATETARR  HEABRHERZ A
T#Rn
WESEZZLEFRAMES —+— KA REEGRKR
SRMEBRLAMR T NARARHER—RBERAE - 8l
FZEFBFRASERRFRA U LBRRENFRA - 718
TARRBRERKE - B BFNRRAE MSE L E R A

FEH =18 A ERRERTT -

/B
75

\

HABBRARNBIRAS  ARATENEIEEERBIRA

HHAEH -

RRREERBRZERF

BERATABIRAE LR 2REARIELER o RIBNAREDIE

6150 - AR ABGER BRAR ANERUBBTAF AR B
R ] T
Wl LR TS gl P
AR R S S

RA - WHAR TBC%E TEZERABZBRBERGZAE
/J\/\ﬂ K ABIEE B%E) TIHZ RGBS 2 FFRULER -

MEEEATALZER  (a)EBRLRZEREZ Eﬁ*ﬁ%ﬁ&
RZERBBEREREREL25% 2R  H(b)E SO%ﬁﬁ

HAZKRBRBRERZBR  AIARAHEDRAERE

BHEREMNALAERZEE  ARAMUCEHARN IR

33

Convening of Extraordinary General Meetings
The Company may also communicate with its members through
extraordinary general meetings, if and when appropriate.

Pursuant to Section 566 of the new Companies Ordinance (Chapter
622 of Laws of Hong Kong) (the “New Companies Ordinance”),
the members of the Company representing at least 5% of the total
voting rights of all the members having a right to vote at general
meetings may request the Directors to call a general meeting. The
request must state the general nature of business to be dealt with
at the meeting and may include the text of a resolution that may
properly be moved and is intended to be moved at the meeting. The
request may consist of several documents in like form and may be
sent to the Company in hard copy form or in electronic form and
must be authenticated by the person(s) making it.

If the Directors do not within 21 days from the date of the deposit
of the request proceed duly to convene a general meeting for a day
not more than 28 days after the date on which the notice convening
a general meeting is given, the members concerned or any of them
representing more than one-half of the total voting rights of all of
them, may themselves convene a general meeting, provided that the
general meeting so convened shall not be held after the expiration
of 3 months from such date.

The general meeting convened by such members shall be convened
in the same manner, as nearly as possible, as that in which general
meetings are to be convened by the Directors.

Procedures for Members Putting Forward Proposals

Members may put forward proposals for consideration at a general
meeting. Pursuant to Section 615 of the New Companies Ordinance,
the members of the Company may request the Company to give,
to members of the Company entitled to receive notice of the AGM,
notice of a resolution that may properly be moved and is intended
to be moved at that meeting. The request may be sent to the
Company in hard copy form or in electronic form and must identify
the resolution of which notice is to be given, be authenticated by
the person or persons making it and be received by the Company
not later than 6 weeks before the AGM to which the requests
relates; or if later, the time at which notice is given of that meeting.

The Company will give notice of a resolution if it has received the
requests from (a) members representing at least 2.5% of the total
voting rights of all the members who have a right to vote on the
resolution to which the request relate; or (b) at least 50 members
who have a relevant right to vote on the resolution to which the
request relate.

As regards proposing a person for election as a director, details and
procedures are available on the website of the Company.
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Procedures for Members Putting Enquiries to the Board
Members have the right to put enquiries to the Board. All enquiries
shall be in writing and sent by post to the registered office of the
Company in Hong Kong or by e-mail to info@ymi.com.hk for the
attention of Mr. Warren Lee Wa Lun.

The above procedures are subject to the articles of association of the
Company and applicable laws and regulations.

Constitutional Documents

Pursuant to a special resolution passed on 5th June, 2014, article
178 and the Appendix annexed to the Articles of Association
of the Company were amended to the effect that unnecessary
investment restrictions had been removed. Before the amendment,
there were investment restrictions in the original Prospectus and
Articles of Association which are far more restrictive than the
requirements under the Listing Rules. They reduced greatly the
investment opportunities that are otherwise open to the Company.
The change would enable the Company to pursue more investment
opportunities as and when they arise. Please refer to the circular of
the Company and the notice of the AGM of the Company dated
22nd April, 2014 for details. Except for the amendment to article
178 of the Articles of Association of the Company as described
above, there was no significant change in the Articles of Association
of the Company during the year ended 31st December, 2014.

The articles of association of the Company are available on the
websites of the Company and the Stock Exchange of Hong Kong.

Corporate Control

The Board has overall responsibility in monitoring the process of
corporate reporting and control system throughout the Group.
The corporate reporting standards are delegated to the accounting
department of YMIM in terms of proper and regular reviews on
the deployment of resources and financial reporting systems. The
corporate governance practices and compliance with the Listing
Rules, the Hong Kong Securities and Futures Ordinance and other
applicable regulations are delegated to the corporate finance
department of YMIM. The management of the Company reviews
and briefs the reporting systems with the Audit Committee at least
annually.

Internal Controls

The Board is responsible for overseeing the Group’s system of
internal controls. However, such a system is designed to manage
the Group's risks within an acceptable risk profile, rather than to
eliminate the risk of failure to achieve the business objectives of the
Group. Accordingly, it can only provide reasonable assurance but not
absolute assurance against material misstatement of management
and financial information and records or against financial losses or
fraud.
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Services rendered

Internal Controls (continued)

For the year ended 31st December, 2014, the Board, through the
Audit Committee and the management of the Company, reviewed
the internal control system of the Group (including the consideration
of the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting and
financial reporting function).

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the Group
and this process includes updating the system of internal controls
when there are changes to business environment or regulatory
guidelines.

YMIM assists the Board in the implementation of the Board's policies
and procedures on risk and control by identifying and assessing the
risks faced, and involving in the design, operation and monitoring of
suitable internal controls to mitigate and control these risks.

The key processes that have been established in reviewing the
adequacy and integrity of the system of internal controls and risk
management include the following:

o The Executive Committee is established by the Board to
ensure the effectiveness of the daily operations and that the
operations are in accordance with the corporate objectives
and strategies.

o The Audit Committee of the Company reviews internal
control issues (if any) identified by external auditor, regulatory
authorities and management, and evaluates the adequacy
and effectiveness of the Group’s risk management and
internal control systems.

Auditor’'s Remuneration

During the year under review, the remunerations paid/payable
to the Company’s auditor, BDO Limited (“BDO"), also auditor of
subsidiaries of the Company, are set out as follows:

Fees paid/payable

R ALY RIS Bt ENER
HK$'000
FAT
BDO
BB EER
— Audit services
- ZERTE 256
— Other non-audit services
— H I B AR TS 82
338
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Directors’ and Auditor’s Responsibilities in Preparing
and Reporting the Financial Statements
The Board acknowledges that it is their responsibilities in preparing
the financial statements. The statement of the auditor about their
reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 36 to 37.
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To the members of
SHK Hong Kong Industries Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of SHK
Hong Kong Industries Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) set out on pages 38 to 135,
which comprise the consolidated and company statements of
financial position as at 31st December, 2014, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and
the Hong Kong Companies Ordinance, Cap. 32 by operation of
the transitional and saving provisions in Schedule 11 to the Hong
Kong Companies Ordinance, Cap. 622, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with Section 141 of the Hong Kong
Companies Ordinance, Cap. 32 by operation of the transitional and
saving provisions set out in Section 80 of Schedule 11 to the Hong
Kong Companies Ordinance, Cap. 622, and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report.
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Auditor’s responsibility (continued)

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
the consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31st December, 2014 and of the Group's profit and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the Hong Kong Companies Ordinance, Cap. 32.

BDO Limited

Certified Public Accountants

Cheung Or Ping

Practising Certificate Number: P05412

Hong Kong, 19th March, 2015
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HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

2014
—E-—mEF =
HK$'000 HK$'000
T Tt

Revenue
WA 5 34,201
Other net income
H At Y A RR 6 177,284
Administrative and other operating expenses
TR HEMEEER (64,475)
Finance costs
EATE R 7 (79)
Share of loss of joint ventures
JE(h & & N RIEE (20,574)
Share of profit of associates
g NIyl 851

Profit before income tax
PSR ATEF 8 127,208
Income tax (expense)/credit

Fri5#i (), & 9 11

Profit for the year
REEHR 127,219

Profit/(loss) for the year attributable to:

KEEEF (BB LS -

Owners of the Company

AATHER A 10 127,388
Non-controlling interests

IR A 2 (169)

127,219

Earnings per share attributable to the owners of

the Company (HK cents)
ARAREEAEESRER GEL) 12
- Basic

—HAK 3.10

— Diluted
—BE 3.10

38



ANNUAL REPORT 2014  SHK HONG KONG INDUSTRIES LIMITED

SEEHEWER
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HE—Z—F+=-A=+—HIFJE For the year ended 31st December, 2014

2014 2013
—F—ImF —T=4F
HK$'000 HK$'000
THERT AT
Profit for the year
ANEF A 127,219
Other comprehensive income/(expenses)
Hib 2Kz (BR)

Items that may be reclassified subsequently to profit or loss:
RENHEEF s HEHm2HEE
Change in fair value of available-for-sale financial assets
AHHEMBEEZ A THEES) (907)
Reclassification adjustment for realisation upon redemption/disposal

of available-for-sale financial assets
FHIER,HE RSB ERERMER S EAR (7,012)
Share of other comprehensive income/(expenses) of joint ventures
EihEERAZ Hth2EkE(BA) (2.418)
Share of other comprehensive (expenses)/income of an associate
EiE—MEERR s A2 m(BR), M 93
Reclassification adjustment from equity to profit or

loss for impairment on available-for-sale financial assets

AR EVBEEREER D FARHESERa 1,201

Other comprehensive expenses for the year, net of tax

BRAZ R FEHMEEER (9,043)

Total comprehensive income for the year

AEEEHMREHEEE 118,176

Total comprehensive income/(expenses) for the year attributable to:

FEEZEWE (BR)BEELS :

Owners of the Company

RATER A 118,304
Non-controlling interests

IR 5 (128)

118,176
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R-Z—M%FE+ = A=+—H As at 31st December, 2014

2014 2013
=F-mF —E-=F

HK$'000 HK$°000
THEx TAT

ASSETS AND LIABILITIES

EEREE
Non-current assets
FRBEE
Interests in joint ventures
REBNFIER 16 11,653
Interests in associates
NN 17 4111
Amount due from an associate
U — el & A RIFUIA 17 9,433
Available-for-sale ﬂnancml assets
A S EE 18 139,712
164,909
Current assets
REBEE
Available-for-sale financial assets
A ER G EE 18 82,696
Trade and other receivables and prepayment
B 5 I E A e SR TR 5RIA 19 29,145
Amounts due from joint ventures
JEWE & A EIFRIA 20 41,676
Financial assets at fair value through profit or loss
BAES|RREERREE B EE 21 818,412
Security deposits
RGRFER 22 489
Cash and cash equivalents
ReRREEFED 23 236,939
1,209,357
Current liabilities
REEME
Trade and other payables and accrued expenses
B o REMENRRESER 24 3,774
Amount due to a holding company
R—BEER QA RIFIE 25 304
Amount due to a fellow subsidiary
R—FERZME A EFIE 25 28,466
Financial liabilities at fair value through profit or loss
BATEYREREERREE 5 aE 26 9,092
41,636
Net current assets
REEEFE 1,167,721
Total assets less current liabilities
EEABERRBES 1,332,630
Net assets
BEERE 1,332,630
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RZZ—MF+=A=+—H As at 31st December, 2014

2014 2013
—Z—mF —T—=F
Notes HK$'000 HK$’'000
Kz THET BT
EQUITY
s
Equity attributable to the owners of the Company
AARER AELER
Share capital
(L 27 411,170
Reserves
Gl 28 920,086
1,331,256
Non-controlling interests
eI A 1,374
Total equity
B 1,332,630
Net asset value per share attributable to the owners
of the Company (HK$)
ARRFEEAEBEEREEFE(GET) 29 0.32

FIBEEFI/BE G EMBEHRERLEARTEEFE([EEE])  The consolidated financial statements on pages 38 to 135 were
RZE—RF=ATNBIERRETE - WHTIIEFRE  approved and authorised for issue by the board of Directors of the

#E Company (the “Board”) on 19th March, 2015 and are signed on its
behalf by:

Warren Lee Wa Lun Mark Wong Tai Chun

Ty EREH

Chairman Director

e EF
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R-Z—M%FE+ = A=+—H As at 31st December, 2014

2014 2013
=F-mF —E-=F

Notes HK$'000 HK$'000
Hrix FEx TAT

ASSETS AND LIABILITIES
EERAE

Non-current assets

FRBEE

Investments in subsidiaries

RIBRAIRE 15 -

Current assets

REBEE

Trade and other receivables and prepayment

B 5 & B A FEUGR R TR FRIE 19 449
Amounts due from subsidiaries

FEUS PR B A B E 15 1,214,764
Cash and cash equivalents

RENRRLEEY 23 52,793

1,268,006
Current liabilities
RBEE
Other payables and accrued expenses
HAtb eI & e st B 24 1,722
Amounts due to subsidiaries
R A BIRRIA 15 6,101
Amount due to a holding company
R—FZER A RIFRIE 25 304
Amount due to a fellow subsidiary

R —FEI[R 2 Y B A /) FE 25 28,466

36,593

Net current assets

REBEERE 1,231,413

Total assets less current liabilities

EEHABERABASE 1,231,413

EQUITY

=

Share capital

[N 27 411,170
Reserves

] 28 820,243

Total equity
RSB 1,231,413

Warren Lee Wa Lun Mark Wong Tai Chun
TEy EREH
Chairman Director

E EF
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HE—Z—F+=-A=+—HIFJE For the year ended 31st December, 2014

Non-
controlling Total
Equity attributable to the owners of the Company interests equity

LN LI T 5 FERER ERAE

Capital Capital  Investment
Share Share redemption contribution revaluation Translation  Retained  Dividend
capital  premium reserve reserve reserve reserve  earnings reserve Total
Rx  ROEE EARDGE ErMARE REEMRE EXRE RERN  RERG an
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS'000
TEn Tin TEn TEn TEn Tin TEn TEn Tin Tn TEn

At 1st January 2014
T-ME-A-RER

Profit/loss) for the year
KERER)/ (58)
Other comprehensive income/(expenses):
Eh2EkE/(BR):
Change in fair value of avalable-
for-sale financial assets
L EEHEE ATEED
Reclassification adjustment for realisation upon
redemption/disposal of available-for-sale
financial assets
D/ eV e AR AN
iﬁ”*mﬂ
Share of other comprehensive income of
jomt ventures
Ehaginzip2mks
Share of other comprehensive expenses of
an associate

Elb-RBERT A2 AER

Total comprehensive (expenses)fincome
for the year

KEERE(RR)/ il

Dividend paid

BfRE

Proposed final dividend (Note 11)
REABRE Wt11)

Transactions with owners

EREAIS

Transfer pursuant to the new Hong Kong
Companies Ordinance effective on
3rd March, 2014 (Note 27)

RER-Z-ME=A=REMZ
HERARIED 2 BB Wd27)

At 315t December, 2014
“E-WETZA=t-BLEE

t AR MEREAS6,936,000/8 LB K N AR A BTSN R 2 [l o #  The aggregate amount of these balances of HK$456,936,000 represents
4 3 the reserves in the consolidated statement of financial position.
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HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

Equity attributable to the owners of the Company

Capital Capital ~ Investment
Share Share  redemption  contribution  revaluation  Translation Retained Dividend
capital e reserve reserve reserve resenve earnings reserve
H i & REE(RE B RERAH A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B AT 7 T BT

At 1t January, 2013
“T-CE-f-R4E a1 481,776 20,032 367 34692 2,193 256,722 20559

HK$'000
TR

1,233,511

Non-
controlling
interests

1502 1235013

Profit/loss) for the year
KEREN/(B1) - - - - - - 173% -
Other comprehensive (expenses)income:
L2 E(BR) /W
Change in fair value of available-

for-sale finandial assets
TR ERKEE ATEED - - - - 907) - - -
Reclassification adjustment for realisation upon

redemption/disposal of available-for-sale

finandial assets
D/ e T e A ER AN

BHAERE - - - - (7012 - - -
Redlassification adjustment from equity to

profit or loss for impairment on

available-for-sale financial assets
L e AR BN AR

HERZES - - - - 1,201 - - -
Share of other comprehensive expenses of

joint ventures
EiEaERiz A 2EER - - - - - 2.418) - -
Share of other comprehensive income

of an associate

Ei-BRea A2 ALE = - - - - 52 - -

127,388

(907)

(7012)

1,201

2418

(169) 127,219

- (907)

- (7012)

- 1,201

- (2418

4 93

Total comprehensive (expenses)income
for the year
AERRE(ER) MiLE - - - - (6718 (@366 127388 -

118,304

(128 118,176

Dividend paid

Ehfke - - - > . -
Proposed final dividend (Note 11)

RSB 1) - - : i - R

(20,559

(20559)

- (20,559)

Transactions with owners
HEEALRSD - - - - - - wmnn o 2058

(20,559)

= (20559)

At 315t December, 2013
—E-=Ft-f=1-BEE 170 487,776° 20,032 367 21974 (173 342,993 nnr

1,331,256

1374 1332630

I E A5 48 58920,086,00078 TLE A I R & B TS AR R 2 (i ff o *  The aggregate amount of these balances of HK$920,086,000 represents
the reserves in the consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—F+=-A=+—HIFJE For the year ended 31st December, 2014

Cash flows from operating activities
REEBCRERE

Profit before income tax

PRS Bt A& A

Adjustments for:

FLTFIIEE (FHH AR

Realised gain on redemption/disposal of available-for-sale financial assets

R/ HEHEEWBEE 2 B RS

Dividend income

BB A

Interest income from available-for-sale financial assets

AHHEMBEEZ M EEA

Interest income from bank deposits

RITERFLBMA

Fair value gain on financial assets and liabilities
at fair value through profit or loss

RAHEIRMERSREEZUBEERBEZ AT EKS

Exchange (gain)/loss

BE 3 (Was ), B8

Share of loss of joint ventures

EhaEaRaIEE

Share of profit of associates

e HE N AR

Interest on bank borrowings

RITEFRZFE

Impairment on available-for-sale financial assets

AHHEMBEERE

Impairment on amounts due from joint ventures

JEW & &R BRI FIAZ #ad

Impairment on interest in an associate

PRIl A F R R 2 7B R

ANNUAL REPORT 2014

2014
—E-mF
HK$°000
TERT

SHK HONG KONG INDUSTRIES LIMITED

HK$'000
FH

127,208

(7,811)

(9,256)

(23,328)

(1,617)

(165,741)

733

20,574

(851)

79

1,201

2,390
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

Operating loss before working capital changes

2014
—E-mF
HK$'000
T T

HK$'000
FTAT

At EEE LA 2 EEEER (56,419)
Decrease in trade and other receivables and prepayment

B 5 I L FEMCRRIE R AN FOE R 65,966
Decrease/(increase) in security deposits

R HRE DR, (EH) (489)
Increase/(decrease) in trade and other payables and accrued expenses

E 5 R E AR R g B AL, CR) (23,661)
Increase in amount due to a holding company

R —FERRR X R R IEIE N 1

(Decrease)/increase in amount due to a fellow subsidiary

R—FER ZHE A RFKIECRH L),/ 10 23,561

Increase in amounts due from joint ventures

WA & R FIRIE N O
Increase in amount due from an associate

JRE U — Fei g & 2 B RRIA S AN (14)
Change in financial assets and liabilities at fair value through profit or loss

BAHEIRMERGREEZ UK EENBEED 56,734
Cash generated from operations

REEBELEZRS 65,688
Dividend received

B R 9,256
Bank interest received

EUHERITH R 1,617
Hong Kong Profits Tax paid

EHBEBNER (592)
Interest on bank borrowings paid

BEARRITERZFIE (79)
Net cash generated from operating activities

REEBEEC R SFHE 75,890
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GEHTRER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—F+=-A=+—HIFJE For the year ended 31st December, 2014

2014 2013
—F-mF —F—=F

HK$’000 HK$'000
TERT TAET

Cash flows from investing activities

REXBZRERE

Acquisition of an associate

EA—EHBE AR (10,213)
Purchase of available-for-sale financial assets

BARHEEHEEE -
Proceeds from redemption/disposal of available-for-sale financial assets

o, HE R HE S E E L PTS IR 25,927
Distribution out of capital from available-for-sale financial assets

HAHEENEEE 2 ERD# 692
Interest received from available-for-sale financial assets

A ERIFEE 2 B IFE 13,752

Net cash (used in)/generated from investing activities

WEEEGER) EEXZESFHE 30,158

Cash flows from financing activities

RMEXBRERE

Repayment of bank borrowings

BERITER (90,620)
New bank borrowings raised

SEMEIMERITER 90,620
Dividend paid

EARRE (20,559)

Net cash used in financing activities

BEEKEAZRESFHE (20,559)

Net increase in cash and cash equivalents

RERRESEWEMNFH 85,489
Cash and cash equivalents at 1st January

R—A—BZBEERBELZEY 151,450

Cash and cash equivalents at 31st December

RT-ZA=+—HAZBELRREEEY 23 236,939
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HEZZT—NF+=A=+—HIFE For the year ended 31st December, 2014

—RER

FITIREBRAR( AR D TR EBFEMAL R AR
EBZAREBETRAR - ARE MR ERERARRE
DEEMN AT BT ELITE138RBAREEANES
1801 E - AARIZBHORBEBHERZAERA A
([BABHRAT]) £ -

RZE—NF+_A=+—08  ARAZBRARAXRE
Bo 2 B B AL 2 BB A R A B R ANA Bl 2 S R R i
NARHEEEBRAT(HMEEE]  BMEEE A —
MERBEMK I 2 AR EMARAT « ARAE]Z &
277 Blee and Lee TrustZ{S5EA ° Lee and Lee Trust
ZIEFEAZ EEEEMU BB ET 5 T8 13850
EESARE24E -

ARBREMBAR(REARIARE D RFAZIEE
BERERERLTRIFLTZERTA -

RAFTNEBIT 2 BERMBREEN(EFEY
BHEER ) R EEQBRE

21 RAEEITERMBREEN-—F-—MF—
A—BBEX

RAFE  ARECEREATIHELER
fAg((BAEAE])MEMZEERR
BYBRERER  HEAEER _T—HF—
H—BFmzFEHE M BERRAML AR -

BEGHEAER R B AHEREERSRAR

EEUBRIENSI0R  RARE
AR ERRIE 05
REEUHERES
Bi1(=2——%)

RNZE BRI TEMBREENHARE 2
MBHRALBEATE -

General Information

SHK Hong Kong Industries Limited (the “Company”) is a
limited liability company incorporated and domiciled in
Hong Kong. The address of the Company'’s registered office
and principal place of business of the Company is Room
1801, 18th Floor, Allied Kajima Building, 138 Gloucester
Road, Wanchai, Hong Kong. The Company’s shares are
listed on The Stock Exchange of Hong Kong Limited (the
"Stock Exchange of Hong Kong”).

As at 31st December, 2014, the parent of the Company
is Bright Clear Limited which is incorporated in the British
Virgin Islands and the ultimate holding company of the
Company is Allied Group Limited (“AGL"), a listed public
limited company, which is incorporated in Hong Kong. The
ultimate controlling party of the Company is the trustees
of Lee and Lee Trust. The address of the principal place of
business of the trustees of Lee and Lee Trust is 24th Floor,
Allied Kajima Building, 138 Gloucester Road, Wanchai,
Hong Kong.

The principal activities of the Company and its subsidiaries
(together referred to as the “Group”) during the year
include the investments in listed and unlisted financial
instruments.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs") and
the New Hong Kong Companies Ordinance

2.1 Adoption of revised HKFRSs — effective 1st
January, 2014

In the current year, the Group has applied for the
first time the following revised HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA™), which are relevant to and effective
for the Group's financial statements for the annual
period beginning on 1st January, 2014.

Amendments to HKAS 32 Offsetting Financial Assets and

Financial Liabilities
Amendments to Investment Entities
HKFRS 10, HKFRS 12

and HKAS 27 (2011)

The adoption of these revised HKFRSs has no
significant impact on the Group's financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS

HEZZT—NF+=A=+—HIFE For the year ended 31st December, 2014

2. RAFTREBTEEMBRESEH(EBH 2. Adoption of New or Revised Hong Kong

BN M RN R HT BT E
AR ERARFEE L TROETHRE
nE

ol g AR M B R A RO HE
AIEAMBEMEEANGCHEM - R ARERI
RIEREBIRFRA -

BEAMEREENSESE  SRTA
(ZE—m%F)

ERMERSEIN0RY REEZEEBEHAEAT
EBEPENF28% ZERNBERERTE
(AR (ZB—%5)

BBEEAFR RESEP
(fB7TA)

BB G EAF2R BUMBRE 2 ERE
(fB7TA)

BN BREER BERBREER
CHES “T-TFE-T——F
BE 2 FE L
BN BREER BAMEREER
CHES ZE——FEZZ—=F
BE 2 EE L
BN BREER BAMEREER
CHES “E-CFE-TNF
BE 2 FE L
1 3;:5( T-MNFEL B — Az %GB FE B
X
Z REZE—NFLtA—HRZ2EHABRZFELHE
RBENRHER
3 E;:ﬁ? NE—A— AR z&BERZFEHR
X
& RZE—N\F—A—HRZ2EHABRZFELHE
£

BHEER ) RHEE D TEB(Z) Financial Reporting Standards (“HKFRSs") and

the New Hong Kong Companies Ordinance
(continued)

2.2 New/revised HKFRSs and new disclosure
requirements under the new Hong Kong
Companies Ordinance that have been issued
but are not yet effective/not yet adopted

The following new/revised HKFRSs, potentially
relevant to the Group’s financial statements, have
been issued, but are not yet effective and have not
been early adopted by the Group.

HKFRS 9 (2014) Financial Instruments*

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 (2011) between an Investor and its
Associate or Joint Venture?

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 27 Equity Method in Separate
Financial Statements?

HKFRSs (Amendments) Annual Improvements to HKFRSs
2010-2012 Cycle?
HKFRSs (Amendments) Annual Improvements to HKFRSs

2011-2013 Cycle!

HKFRSs (Amendments) Annual Improvements to HKFRSs
2012-2014 Cycle

L Effective for annual periods beginning on or after
1st July, 2014

2 Effective for annual periods beginning, or
transactions occurring, on or after 1st July, 2014

8 Effective for annual periods beginning on or after
1st January, 2016

2 Effective for annual periods beginning on or after

1st January, 2018
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—ZE &+ =B =+—HLFZ For the year ended 31st December, 2014

RAFMTREBIT 2 BERMBRELE

RI(T&#R

B EER |) RFE B D BERE(E)

2.2

BN REN R RANIT EETE
BHBBERURFEEADEOETHEE
()

BERMBREENFIR(ZE-—NF)-EWT
A

EREVBEREENESRSIETHEEN R
AENHAE  REBRABEEEMENR
WELA KR 2R ERS TR (EBRRE) A
FEAEARSRNANKIAEAINEAER
AEETSMENEB LA (GRRIREER
) IR B - MR ERERERX
MENRFERKIRAEORERARHES R
BE  ANAEMNHASABBARNESTA
R AT EF AR 2R (MR AFERA
Hip2mE¥am )it 8 - BRAIRI SRR
HAFTREEREE - UIRAFERFARBEZE
Wesst EWFFHEEEMNBRATR - AR
BERRRATAREAFEFABE(TRAF
Bt ARz DAE -

BRMBHRELELFIRUA FFR A FEFTAR
SNAEEREEMAFTNRABERRERS
(BREBEBGALEREIFNEEEBEER)
ARG — MER G AT - NBERRETH
BRAF L RRER R EIREE

BRMBHELEAESREREEGHLERIZE39
RETEHMBENER  DBNFAERE K
BERAFEAABRSNERBERIN  Ma
BEEERRESHSIBNATFTEED BN EAM
2HKEER  BRIFEELRIBAS AR
B RIVERIER © LLSN - BRI E ERIE IR
BEB ST ENERKRIIEREREERS
BB EMRE -
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Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs") and
the new Hong Kong Companies Ordinance
(continued)

2.2

New/revised HKFRSs and new disclosure
requirements under the new Hong Kong
Companies Ordinance that have been issued
but are not yet effective/not yet adopted
(continued)

HKFRS 9 (2014) - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business
model whose objective is to hold assets in order to
collect contractual cash flows (the business model
test) and that have contractual terms that give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at fair value
through other comprehensive income (“FVTOCI") if
the objective of the entity’s business model is both
to hold and collect the contractual cash flows and
to sell the financial assets. Entities may make an
irrevocable election at initial recognition to measure
equity instruments that are not held for trading
at FVTOCI. All other debt and equity instruments
are measured at fair value through profit or loss
("FVTPL").

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39
and new general hedge accounting requirements
to allow entities to better reflect their risk
management activities in financial statements.

HKFRS 9 carries forward the recognition,
classification and measurement requirements
for financial liabilities from HKAS 39, except for
financial liabilities designated at FVTPL, where the
amount of change in fair value attributable to
change in credit risk of the liability is recognised
in other comprehensive income unless that would
create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS
39 for derecognition of financial assets and financial
liabilities.
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RAMI RSB 2 ERMBHRELEN(FEY
| EER ) RFEB D RERE(E)

2.2

B RER RERAFETRERTE
BHBREEARFEEQIARIETHKE
BE(E)

BERUBHBELEN 10N REBEFHERF285
(BRTHR) (ZF——F) -REZFEABLE RS
ENRzENEEHERTE

RN HRELANE10R R E B AERZE28
FERT AN B ——F)H BB BIREE
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EHEIOTEBR —AEKE - AERZ2HK
BREE - EXHFRIBR—BEBNEE
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Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs") and
the new Hong Kong Companies Ordinance
(continued)

2.2

New/revised HKFRSs and new disclosure
requirements under the new Hong Kong
Companies Ordinance that have been issued
but are not yet effective/not yet adopted
(continued)

Amendments to HKFRS 10 and HKAS 28 (2011)
— Sale or Contribution of Assets between an
investor and its Associate or Joint Venture

The amendments to HKFRS 10 and HKAS 28 (2011)
address an inconsistency between the requirements
in HKFRS 10 and in HKAS 28 (2011) in dealing
with the sale or contribution of assets between
an investor and its associate or joint venture. The
amendments require a full recognition of a gain
or loss when the sale or contribution of assets
between an investor and its associate or joint
venture constitutes a business. For a transaction
involving assets that do not constitute a business,
a gain or loss resulting from the transaction is
recognised in the investor’s profit or loss only to the
extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to
be applied prospectively.

Amendments to HKAS 1 - Disclosure Initiative

The amendments to HKAS 1 are designed to
further encourage companies to apply professional
judgement in determining what information to
disclose in their financial statements. For example,
the amendments make clear that materiality applies
to the whole of financial statements and that the
inclusion of immaterial information can inhibit the
usefulness of financial disclosures. Furthermore,
the amendments clarify that companies should
use professional judgement in determining where
and in what order information is presented in the
financial disclosures.

Amendments to HKAS 27 - Equity Method in
Separate Financial Statements

The amendments allow an entity to apply the equity
method in accounting for its investments in
subsidiaries, joint ventures and associates in its
separate financial statements.
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Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs") and
the new Hong Kong Companies Ordinance
(continued)

2.2

New/revised HKFRSs and new disclosure
requirements under the new Hong Kong
Companies Ordinance that have been issued
but are not yet effective/not yet adopted
(continued)

Annual Improvements to HKFRSs 2010-2012
Cycle

The Annual Improvements to HKFRSs 2010-2012
Cycle issued in January 2014 sets out amendments
to a number of HKFRSs. The Group expects to
adopt the amendments from 1st January, 2015.
None of the amendments are expected to have a
significant financial impact on the Group. Details of
the amendment most applicable to the Group are as
follows:

HKFRS 8 Operating Segments: Clarifies that an
entity must disclose the judgements made by
management in applying the aggregation criteria in
HKFRS 8, including a brief description of operating
segments that have been aggregated and the
economic characteristics used to assess whether the
segments are similar. The amendments also clarify
that a reconciliation of segment assets to total assets
is only required to be disclosed if the reconciliation is
reported to the chief operating decision maker.

The Group is in the process of making an assessment
of the potential impact of these new/revised HKFRSs
and the Board so far concluded that the application
of these new/revised HKFRSs will have no material
impact on the Group'’s financial statements.

The New Hong Kong Companies Ordinance

The new Companies Ordinance (Chapter 622
of Laws of Hong Kong) (the “New Companies
Ordinance”) will affect the presentation and
disclosure of certain information in the consolidated
financial statements for the year ending 31st
December, 2015. The Group is in the process
of making an assessment of the impact of these
changes.
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Summary of Significant Accounting Policies

3.1

Basis of preparation

The financial statements on pages 38 to 135 have
been prepared in accordance with HKFRSs which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards and Interpretations
issued by the HKICPA and the Hong Kong
Companies Ordinance. The financial statements
also include the applicable disclosure requirements
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong (the “Listing
Rules”).

The significant accounting policies that have
been used in the preparation of these financial
statements are summarised below. These policies
have been consistently applied to all the years
presented unless otherwise stated. The adoption of
the revised HKFRSs and the impact on the Group's
financial statements, if any, are disclosed in Note 2.

The financial statements have been prepared on the
historical cost basis except for:

- financial instruments classified as available-
for-sale and at fair value through profit or
loss, and

- derivative financial instruments

which are stated at fair values. The measurement
bases are fully described in the accounting policies
below.

It should be noted that accounting estimates
and assumptions are used in preparation of the
financial statements. Although these estimates
are based on management’s best knowledge and
judgement of current events and actions, actual
results may ultimately differ from those estimates.
The areas involving a higher degree of judgement
or complexity, or areas where assumptions and
estimates are significant to the financial statements,
are described in Note 4.
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3. Summary of Significant Accounting Policies
(continued)

3.2

Basis of consolidation and business combination

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31st December, each year.

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They
are excluded from consolidation from the date
that control ceases. The results of the subsidiaries
acquired or disposed of during the year are included
in the consolidated income statement from the
effective date of acquisition or up to the effective
date of the disposal, as appropriate.

All intra-group transactions, balances and
unrealised gains and losses on transactions between
group companies are eliminated in preparing the
consolidated financial statements. Where unrealised
losses on intra-group asset sales are reversed on
consolidation, the underlying asset is also tested for
impairment from the Group's perspective. Amounts
reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure
consistency with the accounting policies adopted by
the Group.

Acquisition of subsidiaries or businesses is
accounted for using the acquisition method.
The cost of an acquisition is measured at the
aggregate of the acquisition-date fair value of
assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed
are principally measured at acquisition-date fair
value. The Group's previously held equity interest
in the acquiree is re-measured at acquisition-date
fair value and the resulting gains or losses are
recognised in profit or loss. The Group may elect,
on a transaction-by-transaction basis, to measure
the non-controlling interests that represent present
ownership interests in the subsidiary either at
fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other non-
controlling interests are measured at fair value,
unless another measurement basis is required by
HKFRSs. Acquisition-related costs incurred are
expensed unless they are incurred in issuing equity
instruments in which case the costs are deducted
from equity.
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3. Summary of Significant Accounting Policies
(continued)
3.2 Basis of consolidation and business combination

(continued)

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration
are recognised against goodwill only to the extent
that they arise from new information obtained
within the measurement period (a maximum of 12
months from the acquisition date) about the fair
value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as
an asset or a liability are recognised in profit or loss.

Changes in the Group's interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group'’s interest and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests
is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair
value of the consideration received and the fair
value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised
in other comprehensive income in relation to the
subsidiary are accounted for in the same manner as
would be required if the relevant assets or liabilities
were disposed of.

Subsequent to acquisition, the carrying amount
of non-controlling interests that represent present
ownership interests in the subsidiary is the amount
of those interests at initial recognition plus such
non-controlling interests’ share of subsequent
changes in equity. Total comprehensive income is
attributed to such non-controlling interests even if
this results in those non-controlling interests having
a deficit balance.
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3. Summary of Significant Accounting Policies
(continued)

33

34

Subsidiaries

Subsidiaries are investees over which the Group
is able to exercise control. The Group controls
investees if all three of the following elements are
present: power over the investees, exposure, or
rights, to variable returns from the investees and
the ability to use its power to affect those variable
returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change
in any of these elements of control.

In the Company’s statement of financial position,
investments in subsidiaries are carried at cost less
any impairment loss (Note 3.9) unless the subsidiary
is held for sale or included in a disposal group.
The results of subsidiaries are accounted for by
the Company on the basis of dividends received
and receivable at the reporting date. All dividends
whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s
profit or loss.

Associates

Associates are those entities over which the Group
is able to exert significant influence, generally
accompanying a shareholding of between 20%
and 50% of voting rights but which are neither
subsidiaries nor joint arrangements. Significant
influence is the power to participate in the financial
and operating policy decisions of the investee but
not control or joint control over those policies.
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3. Summary of Significant Accounting Policies
(continued)

3.4

Associates (continued)

In consolidated financial statements, investments
in associates are initially recognised at cost and
subsequently accounted for using the equity
method. Any excess of the cost of acquisition
over the Group's share of the net fair value of
the identifiable assets, liabilities and contingent
liabilities of the associates recognised at the date
of acquisition is recognised as goodwill. The
goodwill is included within the carrying amount of
the investments and is assessed for impairment as
part of the investments. The cost of acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred
or assumed and equity instruments issued by the
Group, plus any costs directly attributable to the
investments. Any excess of the Group’s share of the
net fair value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in
profit or loss in the determination of the Group’s
share of the associates’ profit or loss in the period
in which the investments are acquired.

Under the equity method, the Group's interests in
the associates are carried at cost and adjusted for
the post-acquisition changes in the Group’s share
of the associates’ net assets less any identified
impairment loss, unless it is classified as held for
sale (or included in a disposal group that is classified
as held for sale). The profit or loss for the period
includes the Group's share of the post-acquisition,
post-tax results of the associates for the year,
including any impairment loss on the investments in
associates recognised for the year.
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3. Summary of Significant Accounting Policies
(continued)

34

Associates (continued)

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group's interests in the associates.
Where unrealised losses on assets sales between
the Group and its associates are reversed on equity
accounting, the underlying asset is also tested for
impairment from the Group’s perspective. Where
the associates use accounting policies other than
those of the Group for like transactions and events
in similar circumstances, adjustments are made,
where necessary, to conform the associates’
accounting policies to those of the Group when
the associates’ financial statements are used by the
Group in applying the equity method.

When the Group’s share of losses in associates
equals or exceeds its interests in the associates, the
Group does not recognise further losses, unless
it has incurred legal or constructive obligations or
made payments on behalf of the associates. For this
purpose, the Group's interests in the associates are
the carrying amount of the investments under the
equity method together with the Group's long-term
interests that in substance form part of the Group'’s
net investments in the associates.

After the application of equity method, the Group
determines whether it is necessary to recognise
an additional impairment loss on the Group's
investments in its associates. At each reporting
date, the Group determines whether there is
any objective evidence that the investments in
associates are impaired. If such indications are
identified, the Group calculates the amount of
impairment as being the difference between the
recoverable amount (higher of value in use and fair
value less costs to sell) of the associates and their
carrying amounts. In determining the value in use
of the investment, the Group estimates its share
of the present value of the estimated future cash
flows expected to be generated by the associates,
including cash flows arising from the operations
of the associates and the proceeds on ultimate
disposal of the investments.
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3. Summary of Significant Accounting Policies
(continued)

3.5

Joint ventures

A joint venture is an arrangement whereby
the Group or the Company and other parties
contractually agree to share control of the
arrangement, and have rights to the net assets of
the arrangement.

The results and assets and liabilities of joint ventures
are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in joint
ventures are carried in the consolidated statement
of financial position at cost as adjusted for post-
acquisition changes in the Group’s share of the
profit or loss and other comprehensive income of
the joint ventures, less any identified impairment
loss. When the Group’s share of losses of a joint
venture equals or exceeds its interest in that joint
venture (which includes any long-term interests
that, in substance, form part of the Group's
net investment in the joint ventures), the Group
discontinues recognising its share of further losses.
An additional share of losses is provided for and
a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations
or made payments on behalf of that joint venture.

Any excess of the cost of acquisition over the
Group's share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of a joint
venture recognised at the date of acquisition is
recognised as goodwill, which is included within
the carrying amount of the investment.

Any excess of the Group’s share of the net fair
value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in
profit or loss.
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3. Summary of Significant Accounting Policies
(continued)

3.5

3.6

Joint ventures (continued)

At each reporting date the Group determines
whether there is any objective evidence that
the investments in joint ventures are impaired.
If such evidence is identified, the entire carrying
amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS
36 “Impairment of Assets” as a single asset
by comparing its recoverable amount (higher
of value in use and fair value less costs to sell)
with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of
the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36
to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with its joint venture,
profits and losses resulting from the transactions
with the joint venture are recognised in the Group'’s
consolidated financial statements only to the extent
of interests in the joint venture that are not related
to the Group.

Foreign currency translation

The financial statements are presented in Hong
Kong dollars (“HK$"), which is also the functional
currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of
the individual entity using the exchange rates
prevailing at the dates of the transactions. At
reporting date, monetary assets and liabilities
denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.
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3. Summary of Significant Accounting Policies
(continued)

3.6

3.7

3.8

61

Foreign currency translation (continued)

In the consolidated financial statements, all
individual financial statements of foreign operations,
originally presented in a currency different from
the Group’s presentation currency, have been
converted into HK$. Assets and liabilities have
been translated into HK$ at the closing rates at the
reporting date. Income and expenses have been
converted into HK$ at the exchange rates ruling
at the transaction dates, or at average rates over
the reporting period provided that the exchange
rates do not fluctuate significantly. Any differences
arising from this procedure have been recognised
in other comprehensive income and accumulated
separately in the translation reserve in equity.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable.

Provided it is probable that the economic benefits
will flow to the Group and the revenue can be
measured reliably, revenue is recognised as follows:

Interest income is recognised on a time-proportion
basis using the effective interest method.

Dividend is recognised when the right to receive
payment is established.

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset
are capitalised during the period of time that is
required to complete and prepare the asset for its
intended use. A qualifying asset is an asset which
necessarily takes a substantial period of time to get
ready for its intended use or sale. Other borrowing
costs are expensed when incurred.
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3. Summary of Significant Accounting Policies
(continued)

3.8

3.9

Borrowing costs (continued)

Borrowing costs are capitalised as part of the cost
of a qualifying asset when expenditure for the
asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare
the asset for its intended use or sale are being
undertaken. Capitalisation of borrowing costs
ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use
or sale are complete.

Impairment of non-financial assets

Interests in subsidiaries, associates and joint ventures
are subject to impairment testing.

All non-financial assets are tested for impairment
whenever there are indications that the asset’s
carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs to sell, and
value in use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessment of time value of money
and the risk specific to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level.

Impairment losses recognised for cash-generating
units are charged pro rata to the assets in the cash
generating unit, except that the carrying value of
an asset will not be reduced below its individual
fair value less cost to sell, or value in use, if
determinable.
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3. Summary of Significant Accounting Policies
(continued)

3.9

Impairment of non-financial assets (continued)

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the asset’s recoverable amount and only
to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have
been determined if no impairment loss had been
recognised.

Financial assets

The Group's accounting policies for financial assets
other than investments in subsidiaries, associates
and joint ventures are set out below.

Financial assets are classified into the following
categories:

- financial assets at fair value through profit
or loss;

- loans and receivables; and

- available-for-sale financial assets.

Management determines the classification of its
financial assets at initial recognition depending on
the purpose for which the financial assets were
acquired and where allowed and appropriate, re-
evaluates this designation at every reporting date.

All financial assets are recognised when, and
only when, the Group becomes a party to the
contractual provisions of the instrument. Regular
way purchases or sales of financial assets are
recognised and derecognised on trade date basis.
When financial assets are recognised initially, they
are measured at fair value, plus, in the case of
investments not at fair value through profit or loss,
directly attributable transaction costs.

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred.
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3. Summary of Significant Accounting Policies

(continued)

3.10

0]

Financial assets (continued)

Financial assets at fair value through
profit or loss

Financial assets at fair value through profit
or loss include financial assets held for
trading and financial assets designated
upon initial recognition as at fair value
through profit or loss.

Financial assets are classified as held for
trading if they are acquired for the purpose
of selling in the near term, or it is part of a
portfolio of identified financial instruments
that are managed together and for which
there is evidence of a recent pattern of
short-term profit-making. Derivatives,
including separated embedded derivatives
are also classified as held for trading
unless they are designated as effective
hedging instruments or financial guarantee
contracts.

Where a contract contains one or more
embedded derivatives, the entire hybrid
contract may be designated as a financial
asset at fair value through profit or loss,
except where the embedded derivative
does not significantly modify the cash
flows or it is clear that separation of the
embedded derivative is prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit
or loss if the following criteria are met:

- the designation eliminates
or significantly reduces the
inconsistent treatment that would
otherwise arise from measuring
the assets or recognising gains or
losses on them on a different basis;
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3. Summary of Significant Accounting Policies

(continued)

3.10

0]

(i)

Financial assets (continued)

Financial assets at fair value through
profit or loss (continued)

- the assets are part of a group
of financial assets which are
managed and their performance
is evaluated on a fair value basis,
in accordance with a documented
risk management strategy and
information about the group
of financial assets is provided
internally on that basis to the key
management personnel; or

- the financial asset contains an
embedded derivative that would
need to be separately recorded.

Subsequent to initial recognition, the
financial assets included in this category are
measured at fair value with changes in fair
value recognised in profit or loss. Fair value
is determined by reference to active market
transactions or using a valuation technique
where no active market exists. Fair value
gain or loss does not include any dividend
or interest earned on these financial assets.
Dividend and interest income is recognised
in accordance with the Group’s policies in
Note 3.7 to these financial statements.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables (including
trade and other receivables, amounts due
from joint ventures, amount due from
an associate, security deposits and bank
balances and cash) are subsequently
measured at amortised cost using the
effective interest method, less any
impairment losses. Amortised cost is
calculated taking into account any discount
or premium on acquisition and includes
fees that are an integral part of the
effective interest rate and transaction cost.
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3. Summary of Significant Accounting Policies

(continued)

3.10

(iii)

Financial assets (continued)

Available-for-sale financial assets

Non-derivative financial assets that do not
qualify for inclusion in any of the other
categories of financial assets are classified
as available-for-sale financial assets. The
Group has designated its debt elements of
hybrid financial instruments as available-
for-sale financial assets.

All financial assets within this category
are subsequently measured at fair value.
Gain or loss arising from a change in the
fair value excluding any dividend and
interest income is recognised in other
comprehensive income and accumulated
separately in the available-for-sale financial
assets revaluation reserve in equity, except
for impairment losses (see the policy below)
and foreign exchange gains and losses on
monetary assets, until the financial asset is
derecognised, at which time the cumulative
gain or loss is reclassified from equity to
profit or loss. Interest calculated using the
effective interest method is recognised in
profit or loss.

The fair value of available-for-sale monetary
assets denominated in a foreign currency
is determined in that foreign currency
and translated at the spot rate at the
reporting date. The change in fair value
attributable to translation differences that
result from a change in amortised cost of
the asset is recognised in profit or loss,
and other changes are recognised in other
comprehensive income.

For available-for-sale equity investments
that do not have a quoted market price
in an active market and whose fair value
cannot be reliably measured and derivatives
that are linked to and must be settled
by delivery of such unquoted equity
instruments, they are measured at cost
less any identified impairment losses at
each reporting date subsequent to initial
recognition.
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3. Summary of Significant Accounting Policies
(continued)

3.10

Financial assets (continued)

Impairment of financial assets

At each reporting date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence
of impairment.

Objective evidence of impairment of individual
financial assets includes observable data that comes
to the attention of the Group about one or more of
the following loss events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default
or delinquency in interest or principal
payments;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

- significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the debtor;
and

- a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash
flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the
group and, national or local economic conditions
that correlate with defaults on the assets in the

group.
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3. Summary of Significant Accounting Policies

(continued)

3.10

Financial assets (continued)

Impairment of financial assets (continued)

If any such evidence exists, the impairment loss is
measured and recognised as follows:

(a)

Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables
has been incurred, the amount of the loss
is measured as the difference between the
asset’s carrying amount and the present
value of estimated future cash flows
(excluding future credit losses that have not
been incurred) discounted at the financial
asset’s original effective interest rate (i.e.
the effective interest rate computed at
initial recognition). The amount of the loss is
recognised in profit or loss of the period in
which the impairment occurs.

If, in subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised, the previously recognised
impairment loss is reversed to the extent
that it does not result in a carrying amount
of the financial asset exceeding what
the amortised cost would have been had
the impairment not been recognised at
the date the impairment is reversed. The
amount of the reversal is recognised in
profit or loss for the period in which the
reversal occurs.

Available-for-sale financial assets

When a decline in the fair value of an
available-for-sale financial asset has
been recognised in other comprehensive
income and accumulated in equity and
there is objective evidence that the asset
is impaired, an amount is removed from
equity and recognised in profit or loss
as an impairment loss. That amount is
measured as the difference between the
asset’s acquisition cost (net of any principal
repayment and amortisation) and current
fair value, less any impairment loss on that
asset previously recognised in profit or loss.
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(b) Available-for-sale financial assets
(continued)

Reversals in respect of investment in
equity instruments classified as available-
for-sale and stated at fair value are not
recognised in profit or loss. The subsequent
increase in fair value is recognised in other
comprehensive income. Impairment losses
in respect of debt securities are reversed if
the subsequent increase in fair value can
be objectively related to an event occurring
after the impairment loss was recognised.
Reversal of impairment losses in such
circumstances are recognised in profit or
loss.

(c) Financial assets carried at cost

The amount of impairment loss is measured
as the difference between the carrying
amount of the financial asset and the
present value of estimated future cash
flows discounted at the current market
rate of return for a similar financial asset.
Such impairment losses are not reversed in
subsequent periods.

Financial assets other than financial assets at fair
value through profit or loss and trade receivables
that are stated at amortised cost, impairment
losses are written off against the corresponding
assets directly. Where the recovery of trade
receivables is considered doubtful but not remote,
the impairment losses for doubtful receivables are
recorded using an allowance account. When the
Group is satisfied that recovery of trade receivables
is remote, the amount considered irrecoverable is
written off against trade receivables directly and
any amounts held in the allowance account in
respect of that receivable are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against the
allowance account. Other changes in the allowance
account and subsequent recoveries of amounts
previously written off directly are recognised in
profit or loss.
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3. Summary of Significant Accounting Policies
(continued)

3.10

3.12

Financial assets (continued)
Impairment of financial assets (continued)

Impairment losses recognised in an interim period
in respect of available-for-sale equity securities and
unquoted equity securities carried at cost are not
reversed in a subsequent period. Consequently, if
the fair value of an available-for-sale equity security
increases in the remainder of an annual period, or
in a subsequent period, the increase is recognised
in other comprehensive income.

Derivative financial instruments

Derivative financial instruments, in individual
contracts or separated from hybrid financial
instruments, are initially recognised at fair value on
the date the derivative contract is entered into and
subsequently re-measured at fair value. Derivatives
that are not designated as hedging instruments
are accounted for as financial assets or financial
liabilities at fair value through profit or loss. Gains
or losses arising from changes in fair value are
taken directly to profit or loss for the year.

Accounting for income taxes
Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in profit or loss.

Deferred tax is calculated using the liability method
on temporary differences at the reporting date
between the carrying amounts of assets and
liabilities in the financial statements and their
respective tax bases. Deferred tax liabilities are
generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for
all deductible temporary differences, tax losses
available to be carried forward as well as other
unused tax credits, to the extent that it is probable
that taxable profit, including existing taxable
temporary differences, will be available against
which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.
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3. Summary of Significant Accounting Policies
(continued)
3.12  Accounting for income taxes (continued)

Deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or
loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and joint ventures, except
where the Group is able to control the reversal of
the temporary differences and it is probable that
the temporary differences will not reverse in the
foreseeable future.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset is realised,
provided they are enacted or substantively enacted
at the reporting date.

Changes in deferred tax assets or liabilities
are recognised in profit or loss, or in other
comprehensive income or directly in equity if they
relate to items that are charged or credited to other
comprehensive income or directly in equity.

Current tax assets and current tax liabilities are
presented in net if, and only if,

(a) the Group has the legally enforceable right
to set off the recognised amounts; and

(b) intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.

The Group presents deferred tax assets and
deferred tax liabilities in net if, and only if,

(@) the entity has a legally enforceable right to
set off current tax assets against current tax
liabilities; and
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3. Summary of Significant Accounting Policies
(continued)
3.12  Accounting for income taxes (continued)

3.13

3.14

(b) the deferred tax assets and the deferred tax

liabilities relate to income taxes levied by
the same taxation authority on either:

(i) the same taxable entity; or

(i) different taxable entities which
intend either to settle current
tax liabilities and assets on a net
basis, or to realise the assets and
settle the liabilities simultaneously,
in each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered.

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short-term
highly liquid investments that are readily convertible
into known amount of cash, and are subject to
an insignificant risk of changes in value, and have
a short maturity of generally within three months
when acquired, less bank overdrafts which are
repayable on demand and form an integral part of
the Group’s cash management.

For the purpose of the statements of financial
position, cash and cash equivalents comprise
cash on hand and at banks and other financial
institutions, including term deposits, which are not
restricted as to use.

Share capital

Ordinary shares are classified as equity. Share
capital is determined using the nominal value of
shares that have been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium (net of
any related income tax benefits) to the extent they
are incremental costs directly attributable to the
equity transaction.
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3. Summary of Significant Accounting Policies
(continued)

3.15

Employee benefits

Retirement benefits

Retirement benefits to employees are provided
through a defined contribution plan.

The Group operates a defined contribution
retirement benefits scheme under the Mandatory
Provident Fund Schemes Ordinance (the “MPF
Scheme”), for all of its employees who are eligible
to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries.

Contributions are recognised as an expense in profit
or loss as employees render services during the year.
The Group's obligation under this plan is limited to
the fixed percentage contributions payable.

Short-term employee benefits

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the reporting date.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

Financial liabilities

The Group’s financial liabilities include trade and
other payables and accrued expenses, amounts due
to a holding company and a fellow subsidiary and
financial liabilities at fair value through profit or
loss.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions
of the instrument. All interest related charges
are recognised in accordance with the Group’s
accounting policy for borrowing costs (see Note 3.8).

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.
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3. Summary of Significant Accounting Policies
(continued)
3.16  Financial liabilities (continued)

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new
liability, and the difference in the respective carrying
amount is recognised in profit or loss.

Derivatives

Derivatives including separated embedded
derivatives are measured at fair value (see Note
3.11).

Financial liabilities at fair value through profit
or loss

Financial liabilities at fair value through profit or
loss includes financial liabilities held for trading
and financial liabilities designated upon initial
recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading
if they are acquired for the purpose of selling in the
near term. Derivatives, including derivatives which
have been separated from their host contracts
are also classified as held for trading unless they
are designated as effective hedging instruments.
Gains or losses on liabilities held for trading are
recognised in profit or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial liability at fair value
through profit or loss, except where the embedded
derivative does not significantly modify the cash
flows or it is clear that separation of the embedded
derivative is prohibited.
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3. EXRSHBREMERE)

3.16

BRamEE)

BATEIIRREERREE 2 HKEEEE)

T & THHEM - B BUE AT R ) P RE R B 4K
HBERBATFEIIABS

- ZIEE AL H R B E R AT RE G
BEERaBRmAHEBRMELEZ T —
BERIEERN

- IREREE 2 BB EIRRES - BEA—4
XERzHBAE D ERBARA

FEIRET © %

- FBaEaeaRERENIRZRARIT
ATA-

Hitp B aE

Hi B aE(BRE S NAMEBNK - B E
AR R — R A B Ko — R P8 A B 5R0R)
VT E RN FERER - HERAERNZRR
BRI E o

P HN B E R

MBRERDEREZETAEERA)RFTEAR
R E BT AR BEAR BB TS T A Z IR0 B Bk
NRMRZZBRMAFE AN EEREL

BRI -
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3. Summary of Significant Accounting Policies
(continued)
3.16  Financial liabilities (continued)

Financial liabilities at fair value through profit
or loss (continued)

Financial liabilities may be designated at initial
recognition as at fair value through profit or loss if
the following criteria are met:

- the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
liabilities or recognising gains or losses on
them on a different basis;

- the liabilities are part of a group of financial
liabilities which are managed and their
performance is evaluated on a fair value
basis, in accordance with a documented
risk management strategy; or

- the financial liability contains an embedded
derivative that would need to be separately
recorded.

Other financial liabilities

Other financial liabilities including trade and other
payables and accrued expenses and amounts due
to a holding company and a fellow subsidiary
are recognised initially at their fair value and
subsequently measured at amortised cost, using the
effective interest method.

Financial guarantees issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.
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3. EASHBEBEE) 3. Summary of Significant Accounting Policies
(continued)
3.17 FIRHEMEEIERE) 3.17  Financial guarantees issued (continued)

3.18

HASEEEHMBER - AZERZAFEY
FHERRE S R EMBEN KA ZELERA -
FERITHERE D WA WRKE - ZRE
ARBERRNZEEE 2 A RBERERM T A
P o fin I FE UG ER K U ER X ARAE - B F) 2 1
RAEFPEEWRA B PRIR RN S

VT HERRBBEBRA 2 BRFE - RERFH
ARBEREEAMERPBERZEA - It
Sh - HERIBAEABARREASECSEL 2
MBERAAEERORERHARERL 2
REFBEEMEBRRE 2 REE (V) SHERZ
SREUR R AT (WE)) - BIRERREE -

BEAL

(@) WEATIIER - ZBRALTHZBAL
MR EREERRAEAREEH

4
g

3.18

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within trade and other payables.
Where consideration is received or receivable for
the issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies
applicable to that category of asset. Where no
such consideration is received or receivable, an
immediate expense is recognised in profit or loss on
initial recognition of any deferred income.

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised if and when it becomes probable
that the holder of the guarantee will call upon the
Group under the guarantee and the amount of
that claim on the Group is expected to exceed the
current carrying amount i.e. the amount initially
recognised less accumulated amortisation, where
appropriate.

Related parties
(@) A person or a close member of that

person’s family is related to the Group if
that person:

(i) 7N 2 B A 4o ) Rl A R 4 (i) has control or joint control of the
1 Group;
(ii) HAEEBEATE X (ii) has significant influence over the
Group; or
(iif) BAREBRARNFFAREEE (iif) is @ member of key management

EAE-

(b) HERTIIER ZEBERERER
SEH R -

(i) ZERRAEEBR-KEHNK
B(A&EERAF - MEARKF
ZI B R EARREEE)

personnel of the Group or the
Company'’s parent.

(b) An entity is related to the Group if any of
the following conditions apply:

(i) The entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others).
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3. EASHBEBREE) 3. Summary of Significant Accounting Policies
(continued)
318 BEEAL(E) 3.18  Related parties (continued)
(b) (&) (b) (continued)
(if) —EERAES —EEMBE AL (i) One entity is an associate or joint

BECR(ERX—KENKE
HBBEARBERE  MZ5—
BRRBILEENKE) -

(iif) MEEEEARRE=THNEE

-

vy —EAEBAF=—ERNAERE
R -—ERBRE-EBNHBE
Ao

v) ZERANEESEAREEH
B 0 B RE O B B AR AN 1T AR A IR B
BEMETE -

(Vi)  ZRERBX(a)RBATERIR A LIRS
K KRS

(viiy  RQ@))FTEBISEREEATE
MAL HEREB(REENT
NANERERAE -

K- ATHPOIRREREERPAIZEZAL
HERETEEINEERIZALIRENSG
AREXELBIE

0] ZBRALTOFUREBRREBH

(ii) ZBEATORBIFREBHOTFL : &

(i)  HBALTHZBALTHEBAREEH
HIZEA o
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venture of the other entity (or
an associate or joint venture of a
member of a group of which the
other entity is a member).

(iii) Both entities are joint ventures of
the same third party.

(iv) One entity is a joint venture of a
third entity and the other entity is
an associate of the third entity.

(v) The entity is a post-employment
benefit plan for the benefit of the
employees of the Group or an
entity related to the Group.

(vi) The entity is controlled or jointly
controlled by a person identified in

(a).

(vii) A person identified in (a)(i) has
significant influence over the entity
or is a member of key management
personnel of the entity (or of a
parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings
with the entity and include:

(i) that person’s children and spouse or
domestic partner;

(ii) children of that person’s spouse or
domestic partner; and

(iii) dependents of that person or that person’s
spouse or domestic partner.
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3. EXRSTHBHEMERE) 3.

Summary of Significant Accounting Policies

3.19 SEHE

REBEBBMBERELLESS - HHEHNNZR
TIARRERZ2RENREE  APEE2H
EMARTEEER R - RITEFRAKLE
B FEITEFE D HEBERE - ARER
IEE P REERFI D B ME T HRA R
FHERREREFEM SRS LM BERRAM
RAE—H-

RMEBU B WS ENFSRE - RIBEHZ2R
TAKRBRTETNRBHBEERAHAEE
RITEFREAKEZXGAEARNE R L
EHZFAEARNERE  AREHEESRT
AREE—ERENE BT E25 08K
=

BASEE AT & H

Et R A S TENETTRHE - WIREBELRREME
Z(BRRARBRATHERBREE I RREMHTEL)
R

ARG B & fEH R B o RULTRLL 2 @t st
BEEASEINENERER - T XL EARR
SeEH T EYREENEER R EERERLEX
B BB BB -

MBEERREBEZAFE

ANHEZ ZEBBERAIOERT S AMEBERIEKRE - £
REZEEHZBERT » AP EHBLEXRGEME
E - ARAEXMRACEBERL R NEREE
BRRPEMA A2 TEEEMARR - MEHERER
B FRAE  REMFEX - EERLE  REBERE
MEEEE 2 28)FEMNEE  EEREBITET
EMTRAZAFEREEEARZS -
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(continued)
3.19  Segment reporting

Under HKFRS 8, reported segment information
is based on internal management reporting
information that is regularly reviewed by the
Executive Directors. The Executive Directors assess
segment profit or loss using a measure of operating
profit. The measurement policies the Group uses
for segment reporting under HKFRS 8 are the same
as those used in its HKFRS financial statements.

On adoption of HKFRS 8, based on the regular
internal financial information reported to the
Group's Executive Directors for their decisions
about resources allocation to the Group's business
components and review of these components’
performance, the Group has identified only
one operating segment, financial instrument
investments. Accordingly, segment disclosures are
not presented.

Critical Accounting Estimates and Judgements

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

Fair value of financial assets and liabilities

The best evidence of fair value is the published price
quotations in an active market. In the absence of such
information, the fair value is determined by an independent
professional valuer. Such valuation is subject to limitations
of the valuation models adopted and the uncertainty in
estimates used by management in the assumptions. Should
the estimates including share prices, deposit rates, spot
rates, risk-free rates, volatility and the relevant parameters
of the valuation model be changed, there would be material
changes in the fair value of certain financial instruments
without quoted prices.
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Critical Accounting Estimates and Judgements
(continued)

Impairment of amounts due from subsidiaries, an
associate and joint ventures

The Group’s management determines the need to make
allowance for impairment of amounts due from subsidiaries,
an associate and joint ventures. This estimate is based on
the subsidiaries’, an associate’s and joint ventures’ net asset
values and operating results. Management reassesses the
allowance at the reporting date.

Impairment of available-for-sale financial assets

For available-for-sale financial assets, a significant or
prolonged decline in fair value below cost is considered to
be objective evidence of impairment. Judgement is required
when determining whether a decline in fair value has been
significant or prolonged. In making this judgement, the
historical data on market volatility as well as the price of the
specific investment are taken into account. The Group also
takes into account other factors, such as industry and sector
performance and financial information regarding the issuer/
investee.

Impairment of interests in joint ventures and associates

The Group’s management assesses impairment of interests
in joint ventures and associates at each reporting date by
evaluating conditions specific to the Group that may lead to
impairment of assets. Where an impairment trigger exists,
the recoverable amounts of the assets are determined.
Value in use calculations performed in assessing recoverable
amounts incorporate a number of key estimates and
assumptions about future events, which are subject to
uncertainty and might materially differ from the actual
results. In making these key estimates and judgements,
the management takes into consideration assumptions
that are mainly based on market condition existing at the
reporting date, appropriate market and discount rates and
what information it can obtain from the joint ventures and
associates. These estimates are regularly compared to actual
market data and actual transactions entered into by the
Group.

Impairment of trade receivables

The Group’s management determines impairment of trade
receivables on a regular basis. This estimation is based on
the credit history of debtors and current market conditions.
Management reassesses the impairment of trade receivables
at the reporting date.
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MEETH bt RAE(E)

IEFERTE

EEEELERASERAFOENHE - £—REHE
BHREHBEERBRAZR 5 MAE MRS A -
WHEFRZ BEBBGERENBARSBEATR
ZEBRBEFEERREDRR ZBLEHIA -

RERMIEZEE

EEMBRSLABIRRT - RWEEDSRAE
BB BIEE RUER A ER N EES - §10
BAFERBRIADSRTER  UIEESRTAY
AFE -

LN

AEEZTEXBCRAMBEREMEIRE - AKE
ZEERBIELFRR WA -

RERNERREAEBEIEZR ZWALLT

Interest income from available-for-sale financial assets
AN E B EE 2 FLEWA
Dividend income
i S A
— listed investments
— ETiRE
— unlisted investments
—3E TR E
Interest income from bank deposits

RITEFHBHA

Critical Accounting Estimates and Judgements
(continued)

Deferred taxes

Significant judgement is required in determining the
amount of deferred taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences
will impact the deferred taxes in the period in which such
determination is made.

Determination of active market

HKFRS 13 defines that an active market as one in which
transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing
information on an ongoing basis. The management has
to assess whether the market for the financial instruments
is active or not in order to determine the fair value of the
financial instruments.

Revenue
The Group's principal activities are disclosed in Note 1 to
these financial statements. Turnover of the Group is the

revenue from these activities.

Revenue from the Group’s principal activities recognised
during the year is as follows:

2014 2013
—2-mE

HK$'000
F

HK$’'000

TR

23,328

9,256

1,617

34,201
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6. Ha A FEE 6. Other Net Income

2014 2013
—E-mEF —ET-=F

HK$°000 HK$'000
FTExT TAT

Fair value gain on financial assets and liabilities at fair value through profit or loss (Note)

BRATEIRREERRERMBEERAGE 2 N EWE(FE) 165,741

Realised gain on redemption/disposal of available-for-sale financial assets

R/ HEHNENBEE 2 ER s 7,811

Sundry income

FETRMA 6,090

Exchange loss, net

b S B 1R AR (1,157)

Impairment on available-for-sale financial assets

A ER B EERE (1,201)

177,284

Htit . BEEELITmEIELTZIRATYRRTIEERERIE Note:  Including realised gain of HK$49,007,000 (2013:
BSOS B B I B1/549,007,0008 70 ( — = HK$109,266,000) and realised loss of HK$8,116,000
—=4 : 109,266,000 7T ) & &35 E51E8,116,00078 7T (2013: Nil) on disposal of listed and unlisted financial assets
(ZZ—=F &) - at fair value through profit or loss respectively.

7. B & B A 7. Finance Costs

2014 2013
—E-mF —T—=F

HK$°000 HK$'000
FTéx TAT

Interest on bank borrowings wholly repayable within five years
AR RFERNBEBER 2 RITERFE 79
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8. PS8 ANER 8. Profit before Income Tax

2014
—2-mE

2013
—T—=F
HK$’'000
FHIT

HK$'000
FTigx

Profit before income tax is arrived at after charging/(crediting):
FrSiRNE R E Mk (G A) THIRHE -
Auditor’s remuneration

ZERN B2 246

Employee benefit expense (including Directors’ emoluments (Note 14)) (Note 13)

REBANRX(BESEMNE (Wit 14)) (HiE13) 3,572
Management fee (Note 31)

ERER(HE31) 19,254
Performance fee (Note 37)

BHER(H31) 23,013
Impairment on amounts due from joint ventures

WA &N R FIR 2 FEah 2,390
Impairment on interest in an associate

AR E R Al 2 7ERd -
Total interest income derived from financial assets not at fair value through profit or loss

KB IR R TE R R RS REE 2 % E E 2 A5 B A (30,142)

Income Tax (Expense)/Credit

9. FiBBL(AX) HER 9.

REBEZE-Z-—MOF+-A=+—HILFER - HEHNE
B TSR VAR G AR AS 2 FERRBUSE MR 17 5% &
e

HRAREEHE—_T—=F+_A=1T—HILFEAR
SRR RS RIFREAF 2 A ERVUES - B
BRBENSHERE -

(Under)/overprovision in respect of prior year

FEFRETR)BREEE

During the year ended 31st December, 2014, Hong Kong
profits tax has been provided at the rate of 17.5% on the
under-estimated assessable profits arising in prior years.

No Hong Kong profits tax had been provided for the year
ended 31st December, 2013 as the Group had sufficient tax
losses brought forward to set off the estimated assessable
profits.

2014
—2-mE

2013
—T—=F
HK$’'000
THT

HK$'000
FTigx

11

Income tax (expense)/credit

PrSBi(Fx), e

11
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9.

Frig®t(BAx) HE R (&) 9.

PrSH(FIs) e BIRER B R E 2 gata 2 8
BRI

Profit before income tax
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Income Tax (Expense)/Credit (continued)

Reconciliation between income tax (expense)/credit and
accounting profit at applicable tax rates is as follows:

2014 2013
—E—mEF

—T—=F
HK$'000
TET

HK$°000
TR

FRriS At A& 127,208
Tax calculated at the applicable rate of 16.5% (2013: 16.5%)

RIERHEI16.5%(ZT—=F : 16.5% ) iTH 2BiA 20,989
Tax effect of non-deductible expenses

AR S 2 B & 7,950
Tax effect of non-taxable income

BERTRAZ BB E (22,595)
Tax effect of unused tax losses not recognised

KRR RERBRBE B RGBT E 1,750
Utilisation of previously unrecognised tax losses

B A SRR 2 RISEE (8,094)

Under/(over)provision in prior year

FEBRBET R (RERE)

amn

Income tax expense/(credit)

FrisHiRs (%)

amn

10.

RIE—NE+-A=1+—H  AEBEERDAHRBEE
#8%9204,560,0008 7T ( = — =4 : £9212,062,000%
7o) A RFEREAZFEIRZ QAL RRERBER
EREE - ARNERTBRIARACEMRM - Fie Btz
EMBEIRERRCHAEE - RIERITIREHEN - &
EMBERTEER - NI TEEARERREEHER

& o

RIZE—NE+-A=+—H  ARBEERREIR
EHBEEENRAEBE(ZZ—=F:8)-

RATEE NG FERR 10.

AKRalEB AEGERE & 487,105,000% 7T (=
T — Z4F ¢ #9127,388,0008 L) 0 HABEFERMNLY
137,903,000/ 7T (—ZE—=4F : 413,022,000/ 7T)E
RN B2 BT 3R R MR IR ©
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As at 31st December, 2014, the Group has unused
tax losses of approximately HK$204,560,000 (2013:
approximately HK$212,062,000) available to offset against
future taxable profits of the companies which incurred these
losses. Deferred tax assets are not recognised in respect of
these tax losses due to the unpredictability of future profit
stream. These tax losses do not expire under current tax
legislation. There were no material unrecognised deferred
tax liabilities.

The Company had no material unrecognised deferred tax
assets and liabilities as at 31st December, 2014 (2013: Nil).

Profit for the Year Attributable to the Owners
of the Company

Of the consolidated profit attributable to the owners of
the Company of approximately HK$87,105,000 (2013:
approximately HK$127,388,000), a profit of approximately
HK$137,903,000 (2013: approximately HK$13,022,000) has
been dealt with in the financial statements of the Company.
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11.

RE

Dividend recognised as distributions during the year:

REERHERD IR ZBB -

1.

Dividend

2014
—E-—mE
HK$'000
FTHER

HK$'000
THET

Final dividend for 2013 paid of HK1 cent (2013: for 2012 paid of HKO0.5 cent) per share

EN - -=F 2 RERBABRIBIN(CE—=F : ENZF—2F205%(l)

20,559

Final dividend proposed of HK1 cent (2013: HK1 cent) per share

BHERREASRUBII(ZZ—=F : SR1EW)

41,117

12.

13.

BEEeERREHE T NFE+_A=Z+—HBIFE
ZRBBESRUEIL(ZZ—=F : 8) - &HY
41,117,000 70 ( ZF—=14F : #J41,117,000%70) ° tE
REARE BB AR R (TR ER ) R B R 1T 2 B3
FRE LA o

RATERANEEETREF

ERERBFNDBEBEARAEAE AFEAEGZF D
87,105,000/8 7L( —Z—=4F : #127,388,000/87T) &
ARFEEEITE B2 IEFI84,111,704,3200% (=
T— =1 :4,111,704,3200% )5t & -

BIlr—Z-—NErR-_ZE—=F+"A=+—HILFE -
ARAAEETEEBSHETERR  NEE-F
ER-_E—Z=F+-_A=+—HILFEZEREEEF
HERBRELRRT

BEEAMAX(BEESHE)

Basic salaries

BEXHE

Contributions to defined contribution plan
TR SR

Discretionary bonuses

B 5 TEAL

12.

13.

A final dividend of HK1 cent (2013: HK1 cent) per share
for the year ended 31st December, 2014, totalling
approximately HK$41,117,000 (2013: approximately
HK$41,117,000), has been proposed by the Board and is
subject to approval by the shareholders of the Company
(the "Shareholders”) at the forthcoming annual general
meeting.

Earnings per Share Attributable to the Owners
of the Company

The calculation of basic earnings per share is based on
the profit attributable to the owners of the Company
of approximately HK$87,105,000 (2013: approximately
HK$127,388,000) and on the weighted average number of
4,111,704,320 (2013: 4,111,704,320) ordinary shares in
issue during the year.

Diluted earnings per share for the years ended 31st
December, 2014 and 2013 is the same as the basic earnings
per share as the Group had no dilutive potential ordinary
shares during the years ended 31st December, 2014 and
2013.

Employee Benefit Expense (including Directors’
Emoluments)

2014 2013
—F-mF —T=F
HK$000 HK$'000
TR TET
2,202

85

1,285

3,572




ANNUAL REPORT 2014  SHK HONG KONG INDUSTRIES LIMITED

B RS R Y E
NOTES TO THE FINANCIAL STATEMENTS

BE
14.
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ESMERLBRSHFMALHE

14.1

ExHs

ENRENEEZMESNT

2014

—T-mE

Executive Directors

HITEE

Warren Lee Wa Lun (Chairman)
FER(TE)

Mark Wong Tai Chun

BN |

Non-Executive Directors
HPTEE

Arthur George Dew
W%

Peter Lee Yip Wah
FHE

Independent Non-Executive Directors
BUHNTEE

Ambrose So Shu Fai

R

Albert Ho

fAl Rk

Louie Chun Kit

ERG

14. Directors’ Emoluments and Five Highest Paid

Directors’
fees

20k
HK$'000
TR

Individuals’ Emoluments

14.1 Directors’ emoluments

The emoluments paid or payable to the Directors
were as follows:

Retirement
Salaries benefits

and other scheme Incentive

benefits  contributions fee Total
HER BB

HAti3g@ A sHEIfALN ®E HE
HK$'000 HK$’000 HK$'000 HK$'000
TET THET THET THET




HIREARAT F3H2014

B RS R AR Y E
NOTES TO THE FINANCIAL STATEMENTS

HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

14. EEHMERTEBRESFHALIME(E) 14.  Directors’ Emoluments and Five Highest Paid
Individual’s Emoluments (continued)

141 EEME(E) 14.1  Directors’ emoluments (continued)
Retirement
Salaries benefits
Directors' and other scheme Incentive
fees benefits contributions fee Total
ek RRAET
ik H A4 A SRR e k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT THT FHT FHT FHT
2013
—E-=F
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
FER(TE) 20 1,862 85 1,285 3,252
Mark Wong Tai Chun
IR 20 - - - 20

Non-Executive Directors

FHITEF

Arthur George Dew

UGN 70 - - - 70
Peter Lee Yip Wah

TgE 20 - - - 20

Independent Non-Executive Directors

BUHPRTEF

Ambrose So Shu Fai

Fh 20 - - - 20

Albert Ho

fal Ak 120 - - - 120

Louie Chun Kit

ERH 70 - - - 70
340 1,862 85 1,285 3,572

RAEERNTETVLHRTESEHENXRE There was no arrangement under which a Director

WEEAME - waived or agreed to waive any remuneration during

the year.

Bt NEr-_ZT—=F+-_A=+—H
ZREREAEEE LI T NFR-_FT—=
F+-A=+—HAZAEHARFNE—85
LEmEE -

Incentive fee for the years ended 31st December,
2014 and 2013 was determined at a percentage of
the profit before income tax of the Group for the
years ended 31st December, 2014 and 2013.
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14.

15.

EEHMERAEBREFMALHMEE)

142 HiuESHFMAL
AEEAEEANGRTFMALTRERAZRES
(ZZ2—=F: 1%) EflcERBELLS
A e

REE-Z-NFEN T =F+-"F=+—HItFE
A AEBYERNESTSSSHTATINME - EAM
AR MARERE % 2 SSE) kBB -

RIERARIRE R (R)KEQRKIE

>
a|

Unlisted shares, at cost

14.

15.

ANNUAL REPORT 2014 SHK HONG KONG INDUSTRIES LIMITED

Directors’ Emoluments and Five Highest Paid
Individual’s Emoluments (continued)

14.2  Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included five (2013:

five) Directors whose emoluments are reflected in
the analysis presented above.

During the years ended 31st December, 2014 and 2013,
no emoluments were paid by the Group to the Directors or
highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.

Investments in Subsidiaries/Amounts due
from/(to) Subsidiaries

COMPANY

2014
—F-mE

2013
—T—=F
HK$'000
TET

HK$°000
TR

FE LTI - AR 103
Less: Impairment loss recognised

B BEREREE (103)
Amounts due from subsidiaries

FEMS PR A R RIE 1,475,397
Less: Impairment loss recognised

B BEREREE (260,633)
Portion due within one year included under current assets

FIVERBNE BE 2 —F R EIEIE 1,214,764
Amounts due to subsidiaries, due within one year included under current liabilities

FERBIBEZ —FANEHZ RHTE A FFIE (6,101)

Y (R BB R RIRIA R - %8 RANERE

B - Eit - ARATRESBRRDEE,(AE) -

87

The amounts due from/(to) subsidiaries are unsecured,
interest free and repayable on demand. Accordingly, the
amounts are classified as current assets/(liabilities).
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15. RHBATIRE W (X)KBXTIREE) 15. Investments in Subsidiaries/Amounts due
from/(to) Subsidiaries (continued)

NE(E) COMPANY (continued)
UTAFTEMNBARR -_ZE—NF+_A=+—H2Z:F Particulars of the principal subsidiaries at 31st December,
15 2014 are as follows:

Place of Place of Particulars of Percentage of issued capital held
Name of Companies incorporation operation issued share capital by the Company Principal activities

AFEH R EBME  CRORAHE FATREZCRIRAEHLL IREH

Directly Indirectly
E# 3
2014 2013 2014 2013
ZE-RF —R=F ZE-mE —T-=F

Capital Sharp Investment Limited Hong Kong HongKong  HKS2 divided into 100% - Investment holding
2 ordinary shares
ERERARDT G 5 BTHBIREER RREH
CMS Investments Limited Hong Kong HongKong  HK$1 divided into 100% - Investment holding
1 ordinary share
B Bk BT BIRERR REER
Doco Limited British Virgin Islands~ Hong Kong 1 share isstied for 100% - Investment holding
1 United States dollar
("USD")
EBRAES BE 1 BTERET REER
The Hong Kong Equity Guarantee Hong Kong HongKong  HKS2 divided into 100% - Investment holding
Corporation Limited 2 ordinary shares
B BE WA RIRERR REER
Long Rainbow Limited Hong Kong HongKong  HK$2 divided into 100% - Investment holding
2 ordinary shares
RHRERAR B &4 WA RIRERR REER
Long Set Investments Limited Hong Kong HongKong  HKS$2 divided into 100% - Investment holding
2 ordinary shares
BRAREERLA B &4 WA RIRERR REER
Long Resources Limited Hong Kong HongKong  HK$2 divided into 100% - Investment holding
2 ordinary shares
ERERA B & WA RIRE AR REER
Charm Force Investment Limited Hong Kong HongKong ~ HK$18,155,000 divided into - 57%  Investment holding
18,155,000 ordinary shares
ERREERAR Bk &k 18,155,000/ 77 5 RARR
18,155,000 5Bk
EEe5 . FRIIEZARTNBA Y AER Y A The above table lists the subsidiaries of the Company which,
FEEEEE R BN EREEFETESD - ES in the opinion of the Directors, principally affected the
@A5 JHEMMBARFEEERELBENRITE results for the year or formed a substantial portion of the

net assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars
of excessive length.
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16. NREERTER 16.

%

Interests in Joint Ventures

GROUP

2014 2013
—F-mE —EF=F

HK$°000 HK$'000
FTExT TAT

Unlisted shares, at cost

FE LR - PR 64,695
Less: Share of post-acquisition reserves

R ERBE R (53,042)
Share of net assets

DIEEEFE 11,653

WZE—NE+-A=+—H FIEREARIRIELT
RAIBREMSMM TEREERNT

Particulars of Place of Place of
Name of joint ventures issued shares held incorporation operation
BHERTRG
RENAER k= Ralin EBitE

SunCore Holdings Ltd 1 share of USD1 British Virgin Islands Hong Kong
("SunCore”) = BBRAES &
Multi Major Investment 25,000 shares issued British Virgin Islands Hong Kong
Corporation for USDS50 each
B0 EAE  EBRIES Bk
AER50ET
Ultimate Success Investment 25,000 shares issued British Virgin Islands Hong Kong
Corporation for USDS0 each
BO0R - EAE  EBRLZES Bk
ABRS0ET

Particulars of the joint ventures, all of which are unlisted,
corporate entities whose quoted market price is not
available at 31st December, 2014 are as follows:

Equity interest

attributable to
Equity interest the owners
Principal activities held by the Group of the Company
ELAREA
IERH AE@f RARR bR AR
2014 2013 2014
Z¥-RE —T-=F ZB-PE
Investment holding (Note) 50% 50%
REBRIZ)
Investment holding 50% 50%
AR
Investment holding 50% 50%
AR

Brat - SunCoreMIRIRANAERETS @ WS ANEEIERH
HEMNmRRE -

BERENRIZBERH AT _A=1T—H "

A EEEEBRRTIAERET ARE MWK

89

Note:  SunCore indirectly invests in Taiwan stock market,
expanding the Group’s exposure to other Asian market.

All joint ventures have a reporting date of 31st December.

All of the above joint ventures are accounted for using the
equity method in the consolidated financial statements.
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16. REE N TER(E) 16.  Interests in Joint Ventures (continued)
S8 (Z) GROUP (continued)
EAREEAFSUNCore M ENTEER - BRI BURE Summarised financial information of SunCore, the material
BEEHARE  THEAUBRREREZYHE  #HEW joint venture, adjusted for any differences in accounting
T policies, and reconciled to the carrying amount in the

consolidated financial statements, are disclosed below:

Gross amounts of SunCore's:

SunCore” 48%8 :
Current assets
mEEE 7,212
Non-current assets
SEMEEE 173,986
Current liabilities
MEBE (160,464)
(Capital deficiency)/equity
(BEemEkrgm) #Ha 20,734
Included in the above assets and liabilities:
AN EEERAE :
Cash and cash equivalents
RekReFEED 7,206
Current financial liabilities (excluding trade and other payables and provisions)
REBVBEE(TRIEE D REMEN T (160,464)
2014 2013
—E-mEF —E—=F
HK$’000 HK$'000
FExT FAT
Revenue
1 ON 2,231
Loss from continuing operations
FHEC S ET 2 518 (39,771)
Other comprehensive expenses
Hib2mER (3,428)
Total comprehensive expenses
THERER (43,199)
Included in the above loss:
FTA LIS
Interest income
FEMA 11
Interest expense
MERX (2,631)
Income tax expense
FriS i -

Reconciled to the Group's interest in SunCore
AREERSunCorefzs 2 HIBR

Gross amounts of SunCore’s net (liabilities)/assets

SunCoreZ F(B1E) BERE 20,734
Group's effective interest

AEE 2 BERERE 50%
Group's share of SunCore’s net (liabilities)/assets

ANEE D {GSunCore 2 SF (RIE), /BE 10,367
Carrying amount in the consolidated financial statements

iR A B ISk 2 BRE(E 10,367
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16. MNEERTERE) 16. Interests in Joint Ventures (continued)
£E(#E) GROUP (continued)
FEEARIEARAE N RIERE%E - Aggregate information of joint ventures that are not

individually material:

2014 2013
—E-mEF —ET-=F

HK$°000 HK$'000
FTExT TAT

Aggregate carrying amount of individually immaterial joint ventures in the
consolidated financial statements

ERBFEAARERRNGFAMBRER ZREERR 1,286

Aggregate amounts of the Group’s share of those joint ventures:
REBEDOZE SR AERE
Loss from continuing operations

FHER BT 2 B8 (689)
Other comprehensive expenses

Hib 2 EE B (704)
Total comprehensive expenses

EHEHEREE (1,393)
REEDRIEREEDEEEARIEE - AFERRET The Group has discontinued recognition of its share of loss
REREMZEENAEEEAREEZEE A FIEH of joint ventures. The amounts of unrecognised share of loss
REEZEEIRE - AT of that joint ventures, extracted from the relevant unaudited

management accounts of that joint ventures, both for the
year and cumulatively, are as follows:

2014 2013
—ZE—MEF —E—=F

HK$°000 HK$'000
TR THET

Unrecognised share of loss of joint ventures

AEREIERENRER

The unrecognised share of loss of joint ventures for the year

AERREREREEZRFER (2,347)

Cumulative unrecognised share of loss of joint ventures

ZETAREREERE AR (2,755)

REENEEFEERENSE QR G2 EMSAE The Group has not incurred any contingent liabilities or

fESH At - other commitments relating to its investments in joint
ventures.
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1

7.

REE QRS ER— BB E D RRE

%

Share of net assets

17.

Interests in Associates/Amount due from an
Associate

GROUP

2014
—E—mEF

2013
—T—=F
HK$’'000
THT

HK$°000
FTigx

DMEBEFE 4,111

Goodwill

B 50,852
54,963

Less: Impairment loss

W FERRIESTE (50,852)
4111

Amount due from an associate (Note)

FEUL— B & A B SRIE (A7 57) 9,433
13,544

Brat - W —RHEBERARFRAREN 2 RARBER

AEEERHER

92

Note: ~ The amount due from an associate was unsecured,
interest free and repayable upon resolution of directors of

that associate.
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17. REE QTR BN —REEE ATIREE) 17. Interests in Associates/Amount due from an
Associate (continued)

£®/(E) GROUP (continued)
RZE—NF+-_A=+—H " FiEBLE e AkLT Particulars of the associates, all of which are unlisted,
NEIBEESEMSEHRemBLREEROT - corporate entities whose quoted market price is not

available at 31st December, 2014 are as follows:

Equity interest

attributable to
Particulars of Place of Place of Equity interest the owners
Name of associates issued shares held incorporation operation Principal activities held by the Group of the Company
HEERRG ARAREA
BENRER 2R it B IERH AEEfR RARR ey
2014 2014
g-ng e LT
Oriental Cashmere 2,000 ordinary shares British Virgin Islands -~ Hong Kong Manufacturing and trading 25% 25%
Limited of USD1 each of cashmere products
2,000 @R - ZRERHE BE THEREERES
SREEIXT
Learning Ark Holdings 3,513,600 ordinary shares  British Virgin Islands  People’s Republic Provision of onling 21% 12%
Limited of USD0.0001 each of China, except education services
Hong Kong
(the “PRC")
3,513,600 AR ik - ZREAHE REARANE . REEGHERE
BREE0001ET AR
(Tl
Purple Link Investment ~ HK$5 divided into Hong Kong Hong Kong Investment in properties 25% 25%
Limited 5 ordinary shares
SHREBRAA SETLA RSREBR Bk BE RERME
FHEARCHREBHAY AT Z A=+ —ARAI HES All associates have a reporting date of 31st December and
BEABE QT - are not individually material associate.
LA E BB DR Ty AR R A 5T AR I TS Rk o All of the above associates are accounted for using the

equity method in the consolidated financial statements.
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17. REENTIRER TEW—RBE NTNE(E) 17. Interests in Associates/Amount due from an
Associate (continued)
£B(E) GROUP (continued)
FEEREAEE AT 2B 4858 - Aggregate information of associates that are not individually

material:

2014 2013
—E-mEF —ET-=F

HK$'000 HK$'000
FTigx TAT

Aggregate carrying amount of individually immaterial associates in the
consolidated financial statements

ERBFEABE R RNGFAFBTRER ZREER 4,111

Aggregate amounts of the Group’s share of those associates:
REE DG4S N R4

Profit from continuing operations

SIEIC TS 2w 851
Other comprehensive (expenses)/income

Hih2E(ER), W 93
Total comprehensive income

& D A 4R 944
REEBKRIEEREES (G —HEE R REE - XER The Group has discontinued recognition of its share of loss
REPRMERELZE S A TBEE AWM A& E AT of an associate. The amounts of unrecognised share of loss
MRAREEZBEIERE - AT of that associate extracted from the relevant unaudited

management accounts of that associate, both for the year
and cumulatively, are as follows:

2014 2013
—F-mF —T=F

HK$°000 HK$'000
THEx THET

Unrecognised share of loss of an associate

ARG — B L AR

The unrecognised share of loss of an associate for the year

N ARHER NG — RS A REE (3,307)
Cumulative unrecognised share of loss of an associate

ZETARMERIEL — B E DRSS (21,488)
AEBEWHEFBEESEREE AT AR EMNHAR The Group has not incurred any contingent liabilities or
{Eak E A AIE o other commitments relating to its investments in associates.
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18. TWHEEMKEE 18.  Available-for-sale Financial Assets

£m GROUP

2014 PIVLE
—F-mF —T=F

HK$°000 HK$'000
TET THET

Non-current

IERE

Unlisted debt securities (Note 33.7(b))

e ETEBE S (H7133.7(0b) _
Unlisted equity securities (Note 33.7(b))

IE_ETRRARE FH (H733.7(b)) 34,727
Listed debt securities (Notes 18.1 and 33.7(b))
ETEBES(MEE18.1K%33.7(b) 104,985

Unlisted equity securities, at cost

FEEMBRARES AR -

139,712
Current
B
Listed debt securities (Notes 18.1 and 33.7(b))
ETEBES(HF18.1%33.7(b)) 34,190
Unlisted debt securities (Note 33.7(b))
JE T ERSESH(H5#33.7(b)) 48,506

82,696
Total
fE 222,408
REBEE (IR AN Z IE ERARFEEIN 2 A FHED IR Fair values for these securities, other than the unlisted equity
MIsE33. 75F L2 FHE o securities stated at cost, have been measured as described
in Note 33.7.

AHEEMEEENTYEEE - Available-for-sale financial assets are denominated in the

following currencies:

2014 2013
—Z=—MF —ET—=
HK$'000 HK$'000
FET FAT
HK$
BT 48,506
usb
ESy 173,902
Renminbi (“RMB")
AR # _

222,408
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18. TAHHEMEEEE) 18.  Available-for-sale Financial Assets (continued)
16D GROUP (continued)
18.1 LWmEKES 18.1  Listed debt securities

2014 2013
—E—mF —ET—=F

HK$'000 HK$'000
FTiEx TAT

Non-current
FERB
Listed debt securities
ETEES
— Listed in Hong Kong
A 16,632
— Listed outside Hong Kong
— BB ET 88,353

104,985

Current
RE
Listed debt securities
ETERE
— Listed outside Hong Kong
— BB LT 34,190

Fair value of listed debt securities
TEBES AR 139,175

WEBEEERATH RERREY R 28 These financial assets are subject to financial risk

Rk o exposure in terms of price and currency risks.
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19. EZRHMERRKRANRKE 19.  Trade and Other Receivables and Prepayment
GROUP COMPANY
%H AR
2013 2014 2013
—E-MmE =T =4
HK$'000 HK$'000
TET FHTT

2014

—g-mE
HK$'000
Tt

HK$'000
T

Trade receivables (Note a)
& SR (Hita) - -
Other receivables (Note b)

H A JEUGR (MaEhb) 28,696 -

Prepayment

TEftE 449 449
29,145 449

Hiita Note a:

AEEVERHFEEERT  BAFEERTEERRHH
HEH - LT AESREFNRERAEEERARHENE
BT

There is no specific credit terms granted and the Group allows
a credit period up to the settlement dates of their respective
transactions. The following is an ageing analysis of the trade
receivables, based on the date of contract note, at the reporting
date:

2014 2013
—B-mF

—E—=F
HK$'000
FAT

HK$'000
TR

Within one year

—%FR -

ANEE BEEIRE B SR LB 1R ARE 2 B F W Z BRIk D
W

The ageing analysis of the Group’s trade receivables that
are neither individually nor collectively considered to be
impaired are as follows:

2014 2013
—E-mEF —ET—=%F
HK$'000
FATT

HK$°000
FTExT

Neither past due nor impaired

REHSRIE -

BIRERARBHZRE  ZEFPABIHEOL

Trade receivables that were neither past due nor impaired

8% o related to customer for whom there was no recent history
of default.
Hiath - Note b:

R-ZZT—=F+=—A=+—0  AEE 2 EthEKRKFTBIEE
BB E =% 2 FKIE18,750,000/8 7T © % IB A B
ME20% - DR RIERBERYE N T —MF= ABHE
;ﬁ °
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As at 31st December, 2013, included in other receivables of
the Group was an advance to an independent third party of
HK$18,750,000 bearing interest at 20% per annum, secured by
shares mortgage and was fully repaid in March 2014.
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20. EWEELATRE 20. Amounts due from Joint Ventures
5= GROUP
WAL ATRIEAEER - R RANEREEER - The amounts due from joint ventures were unsecured,

interest free and repayable on demand.

21, RAFEIRREESEREBECZUVBEE 21.  Financial Assets at Fair Value Through Profit or
Loss
&M GROUP

2014 2013
—2-mE —F=F

HK$'000 HK$'000
FB FBT

Equity securities held for trading
FAIEER ZRAES
— Listed in Hong Kong

—&ELEM 688,791
— Listed outside Hong Kong
— BB ET 129,621

Market value of listed securities

RS A 818,412

Derivative financial instruments
PTEERIA
— Warrants listed outside Hong Kong

— BB LT RAEE -

818,412
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21.

BRAFEIEREESRERE 2 MBEEE)

sM (&)

2/ T BB R AR AR Y BT A B A T 5 %5
A

21.

ANNUAL REPORT 2014 SHK HONG KONG INDUSTRIES LIMITED

Financial Assets at Fair Value Through Profit or
Loss (continued)

GROUP (continued)

Financial assets at fair value through profit or loss are
denominated in the following currencies:

2014 2013
— 2O —E=F
HK$'000 HK$'000
TET THETT
HK$
BT 688,791
New Taiwan dollars (“NTD")
e 40,132
usb
ET 57,768
Malaysian ringgit (“MYR")
ARG ME R (B D) 24,913
Japanese yen ("JP¥")
H 6,808
Singapore dollars (“SGD")
N T -
818,412

22.

LM BEEDBRFEERER

ZETRZ AFECRIE3Z 7F L2 E -

ERBRAERRAZ S REREEERR M ERE o

THRAESEZ ATFEDZE/EFRTSNRE B 288
BREETE -

REFRES

=]

RZE—NUF+=—_A=+—H ' #461,0008 T(=F

—=% : £)489,0008TT) X BRBEZCHFN—HE/
HE - (EARERZENEO(E26.1)BEZM -

22.

The above financial assets are classified as held for trading.

Fair values for these instruments have been measured as
described in Note 33.7.

Listed equity securities are subject to financial risk exposure
in terms of price and currency risks.

Fair values of the listed equity securities have been
determined by reference to their quoted bid prices at the
reporting date in an active market.

Security Deposits

GROUP

As at 31st December, 2014, security deposits of approximately
HK$461,000 (2013: approximately HK$489,000) were placed

at a financial institution to secure settlement of the equity
forward contracts (Note 26.1).
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23. HRERHALEEY 23.  Cash and Cash Equivalents
GROUP COMPANY

% A7
2014 PAE] 2014 2013

—g-mE = —-mf —E-=f
HK$'000 HK$'000 HK$’'000 HK$'000
FiET T FHT T

Cash on hand and at banks and
other financial institutions

FERIR RIRIT R E A BT K 75,064 48,641
Short-term time deposits
MEEHTER 161,875 4,152

Cash and cash equivalents

R MR EEY 236,939 52,793
BERAEE RS RReEEMRITETATIE Bank balances, included in cash and cash equivalents of the
BEEHE Group, are denominated in the following currencies:
2014 2013
—EB-IF —T—=
HK$’000 HK$'000
FET FHIT
RMB
AR -
usD
Z7T 5,324
SGD
FhnEIT -
24, ESRHMENSRRESEA 24. Trade and Other Payables and Accrued Expenses

GROUP COMPANY
£8 AF]
2014 2013 2014

—E-mE = —2-mE =
HK$°000 HK$'000 HK$'000 HK$'000
TR TAT Tigx TAT

Trade payables

e AR 2,049 -

Other payables and accrued expenses

Hib N e B A 1,725 1,722
3,774 1,722

2MEEREH  AUAEERKRARZE S REMmE All amounts are short term and hence the carrying amounts

MR REGER 2 REEREQ T ERSE of the Group’s and the Company’s trade and other payables

and accrued expenses are considered to be a reasonable
approximation of fair value.
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24, EBFRHMEARRESERE) 24. Trade and Other Payables and Accrued Expenses
(continued)
UTNAEFRENZTARHEBNEEEEHHTENRE The following is an ageing analysis of the trade payables,
DT based on the date of contract note, at the reporting date:

2014 2013
—E-mEF —ET-=F

HK$°000 HK$'000
FTExT TAT

Within one year

—%R 2,049
25. XR—FBEERMEQE —BEZERARRE 25.  Amounts due to a Fellow Subsidiary/a Holding
Company
KERAFH GROUP AND COMPANY
R—ERZEMB AR R —EIERAFFIEAEER - & The amounts due to a fellow subsidiary and a holding
BRANEKEHER o company were unsecured, interest free and repayable on
demand.
26. RAFEIERREEZREEZUBEE 26. Financial Liabilities at Fair Value Through Profit
or Loss
£H GROUP

2014 2013
—E-mEF —T—=F

HK$°000 HK$'000
TR THT

Derivative financial instruments
THEEBRITA
— Call options embedded in bonds and notes (Note 33.7(b))
—RABHFRERZ IR RER BRE(H733.70)) 8,601
— Equity forward contracts (Notes 26.1 and 33.7(b))
—REEE K (H5126.1K33.7(b) 491

9,092

101



HIREARAT F3H2014

BrEE AR M AT

NOTES TO THE FINANCIAL STATEMENTS

HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

26. BEAVEIRKRERSREEHMEEEE)

&8 (%)

BAHESR KRR EIE 2 MR AL TS

Financial Liabilities at Fair Value Through Profit
or Loss (continued)

GROUP (continued)

Financial liabilities at fair value through profit or loss are

& : denominated in the following currencies:
2014 2013
—=—mEF —E—=F
HK$'000 HK$'000
Fit Tt
usb
ETT 6,958
HK$
BT 2,134
9,092
26.1 BRERHEN 26.1  Equity forward contracts

HE-ZT—NF+-_A=+T—HIFRN FA
FEEE 47,000/ (ZZE— =4 : 4£857,000
BIL)ERIERIER ©

R-T—MFE+-_A=+—H LMK IED
HARFES - ZSUBIASEERTEZ
B 75 R o
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During the year ended 31st December, 2014, net
fair value loss of approximately HK$7,000 (2013:
approximately HK$857,000) has been recognised in
profit or loss.

The above financial instruments are classified as
held for trading as at 31st December, 2014. These
financial instruments were subject to financial risk
exposure in terms of price risk.
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27. B 27.  Share Capital
EERAT GROUP AND COMPANY

2014
—F-mF

2013
—T—=F
Number of Number of
HK$'000

FTHET

HK$'000
TAT

shares

Bin# B

shares

IR 8 E

Authorised ordinary shares:
EEERR
At 1st January
R—A—H
The concept of authorised share capital is
abolished on 3rd March, 2014
RZE—NF=A=REERAEAZ
B EwRRER - -

7,000,000,000 700,000

At 31st December

w+—_A=+—H 7,000,000,000 700,000

Ordinary shares, issued and fully paid:
Tl BT
At 1st January
m—H—H
Transfer pursuant to the New Companies
Ordinance effective on 3rd March, 2014
REN-_F-NFE=A=B4R2
EAWNCIL St ) - -

4,111,704,320 411,170

At 31st December

W+—A=+—H 4,111,704,320 411,170

M2014F3A3H » FABMEHI LR o #12 FHEBIEERR
TERBFEMKLARBRAOMEE - BDAEERETE
BEANBE S o A RIBEITIRAFE H AR 1 Uk B A UEAFE 2 3B5T
AR o BRI A BUEB] - B0 Im (8 K B A HE Bl
EREBRDBARK -
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On 3rd March, 2014, the New Companies Ordinance
came into effect. The New Companies Ordinance abolishes
the concepts of nominal (par) value, share premium and
authorised share capital for all shares of Hong Kong
incorporated companies. All amounts received for issuing
equity shares of a company should be recorded as share
capital. Pursuant to the adoption of the New Companies
Ordinance, the balance of share premium and capital
redemption reserve were transferred to share capital.



HIRERRAT FH2014

B 75 SRR B E
NOTES TO THE FINANCIAL STATEMENTS

BE
28.

FeR
%

AEEZRBEFRERENANFERBAEFE 2ZHIFR
MU BRERFBEEFUAZ GAEREPHRETY) -

RO RERERME HE

AR EER M B AR @ R 2 FEA D IR BB R FHES
(5632F ) SE48BIE M EBAHIZIRE -

R mE M E AN ERFEEDRIER2014F3 30 EM
IR EUEBIET AR o

BRBAEE

RIEFRRE 2 GEGIRER - AEBBE AR FTIEH —
MPEERE Y B EFEEREZIRHER 2 FHE
@o

REEGHE

REEHRBERIHRBENBEEZ A FEES -
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28.
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Reserves
GROUP

The amount of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 43 to
44 of the financial statements.

Share premium and capital redemption reserve

The application of the share premium account and the
capital redemption reserve is governed by Sections 48B and
49H respectively of the Hong Kong Companies Ordinance,
Cap. 32.

Share premium and capital redemption reserve had been
included in share capital under the New Companies
Ordinance which became effective on 3rd March, 2014.

Capital contribution reserve

Pursuant to the relevant laws and regulations in the PRC,
a portion of the profits of a PRC entity controlled by the
Group's associate has been transferred to reserve funds
which are restricted to use.

Investment revaluation reserve

Investment revaluation reserve represents changes in fair
value of available-for-sale financial assets.
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28. RRB(E) 28.  Reserves (continued)

AT COMPANY

Capital
Share redemption Retained Dividend
premium reserve earnings reserve Total

BONE SAMEHE  RERA REHE e
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
T Tt TR FH FHT

At 1st January, 2013
—TE-=—F-H—H#&EHE 487,776 20,032 299,413 20,559 827,780

Profit and total comprehensive income for the year

RNEERF N 2B A5 - - 13,022 - 13,022
Dividend paid

BERRE - - - (20,559) (20,559)
Proposed final dividend

BRARHS - - (41,117) 41,117 -

At 31st December, 2013 and 1st January, 2014
—E—=F+-A=+—HK
—E-MFE-A—HEE 487,776 20,032 271,318 41,117 820,243

Profit and total comprehensive income for the year

RERH M R 2 E U E

Dividend paid

EARE

Proposed final dividend

FRARE R

Transfer pursuant to the New Companies
Ordinance effective on
3rd March, 2014 (Note 27)

BER_Z-—OF=A=B4RZ
A RURDIZ BB (H7E27)

At 31st December, 2014
—E-mEt-A=+-B&

RZZF—OF+ZA=+—H ARAAHIETE The Company’s reserve available for distribution to the
NRVEE AN ZREEB S $£409,221,0008 0 (ZZE—= owners of the Company as at 31st December, 2014 are
F 1 312,435,000/ 70) MIRBEF KR BRHEEZT represented by retained earnings and dividend reserve

totalling HK$409,221,000 (2013: HK$312,435,000).
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29. AFALQFEAABREBREEFRE 29.

%5

BREEFEBRBEARREE ANERGEEEFE
491,375,914,0008 T ( — & — = : 491,331,256,000
BTN _E—NFE+-_A=+—B2ZEBTLER
4,111,704,3200%( ZZ—=4F :4,111,704,320/% )51 & -

30. BIBEREH 30.

R-E—NF+_A=+—8  ARFASMEEE
EER UH-—MBE2EWNBRARERHESEITLE
140,000,000 71 ( —ZZF—=4F : 240,000,000/ 7T) ~ §t
BEoRE—NER-_T—=F+-"F=+—H " 8F
EFRE o

31. HEBREALZXRS 31.

BRAMEHRREMBOAAREN  ARERBE-F
—E+ZA=+—HIETZERREMEALZR
5 (IRIE ETRA - Heh T al(a) IMERA TR EORE
RERSHMb)ROEBREREBERSZ)WNT -

Yu Ming Investment Management Limited (“YMIM")
BEKEERERLDA([RIHLKREER])
Management fee
EEEM
Performance fee

BHER

Net Asset Value per Share Attributable to the
Owners of the Company

GROUP

The calculation of the net asset value per share is based on
the consolidated net assets attributable to the owners of
the Company of approximately HK$1,375,914,000 (2013:
approximately HK$1,331,256,000) and 4,111,704,320
(2013: 4,111,704,320) ordinary shares in issue as at 31st
December, 2014.

Financial Guarantee Contracts

As at 31st December, 2014, the Company has executed
guarantee to financial institutions to secure the facilities
available to a wholly-owned subsidiary in the amount not
exceeding HK$140.0 million (2013: HK$240.0 million). No
facilities were utilised as at 31st December, 2014 and 2013.

Related Party Transactions

Save as those disclosed elsewhere in these financial
statements, significant related party transactions entered
into by the Group for the year ended 31st December,
2014, of which (a) below also constitutes the discloseable
continuing connected transaction while (b) and (c) both
constitute the exempt connected transactions under the
Listing Rules, were:

(a)

2014 2013
—g-mg

—T—=F
HK$'000
FAT

HK$°000
Figx

19,254

23,013
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EEREALTZRE(E)

(a

(&)

RZZE—=F+—A+1B  ARFEBHIE
BEEBIVU—HEREEERZ([REEER
#FD) IR ZE——FF+-_A-+ N NHERR
ol - IRBREETERS  SHREVETERE
WHESTHTAEBZHEERE  ABEH
M- =F—HA—HE_Z—RAF+_-A
=+t-—H- - BHEREEHEUZEHEENTEE
AAREBEAZREBGABEFEIS%ZF
EEE(N2EFGFTNEEBEAZE B ZRE
AARHREAZEERZAEBGREEEFE
ZEFHEEE RN S EIRE ) 0 RASR
HE+ A=+ BULSFURBAARES
AZAREBEERGEAEEFEBL AR AR
BUEREEEZARYBRAZREVBRFESF
HHAFEBARREE AZAEBRKEZEES
BEFEHEI20% 2 BHER -

R-ZE—NMFE+_A=+—0 () EHEREE
BARRRIZ EERRBAEE 2 HE2EH
BRARI(MEEERKET7497% (ZE—=%F:
74.97%) AR A DERS) 5 (i) IKaR R £ AR
AAIRBMAEBZEAZSE  R(iVEEREE
BRRRIRBRHEREEE I HRAESE -

NEBLABHIREETE AT @ Wik
BARA—HWhW+E=ARBI IR EEER
HHERSRRETEIRAZTRREBERSIZ
40% - AEFEEMERKINETERI 28
49776,00058TC( — T —=4 : #789,000/87T) °

FRCBAEEZHBRARFIBELERSES
RARMAETZELSR WA ERY
494,000/ 70( =T —=14F : #J536,000/57T) °

AERZTRENBEREEGNE - TBE
BB 2 e BER T E14

31.
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Related Party Transactions (continued)

(a)

(d)

(continued)

On 19th November, 2012, an investment
management agreement (the “Investment
Management Agreement”) was entered into by
the Company and YMIM, which was approved
by the Shareholders on 28th December, 2012.
Under the Investment Management Agreement,
YMIM agreed to assist the Board with the day-to-
day management of the Group from 1st January,
2013 to 31st December, 2015. YMIM is entitled
to a management fee equal to 1.5% per annum
of the consolidated net asset value of the Group
attributable to the owners of the Company,
calculated and payable in arrears on a quarterly
basis by reference to the arithmetical average of
the published consolidated net asset value of the
Group attributable to the owners of the Company
on the last day of each calendar month during
each quarter; and a performance fee equal to 20%
of the amount by which the audited consolidated
net asset value of the Group attributable to the
owners of the Company of each year ending 31st
December, exceeds the audited consolidated net
asset value of the Group attributable to the owners
of the Company as at the end of the latest financial
year in which YMIM was entitled to a performance
fee.

As at 31st December, 2014, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
a substantial shareholder of the Company holding
74.97% (2013: 74.97%) interests in the share of
the Company; (i) Mr. Arthur George Dew was
common director of the Company and AGL; and (iii)
Mr. Warren Lee Wa Lun was common director of
the Company and YMIM.

The Group occupied office space of YMIM and
reimbursed to YMIM 40% of its office and
equipment expenses in accordance with the
investment management agreement dated 5th
March, 1997. The reimbursement for the year
payable to YMIM was approximately HK$776,000
(2013: approximately HK$789,000).

During the year, commission expenses of
approximately HK$494,000 (2013: approximately
HK$536,000) were charged by Sun Hung Kai
Investment Services Limited, a subsidiary of AGL,
for securities transactions entered into.

Key management personnel of the Group are
members of the Board. Details of key management
personnel emoluments are set out in Note 14.
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32. TKRERE 32.  Top Ten Investments
AREENR -_Z—NF+-A=+—HRFBERENER Particulars of top ten investments of the Group as at 31st
BB+ AEE TS’ December, 2014, in terms of carrying value of the respective

investments, are set out as follows:

Carrying Market value/ Dividend
Number of Effective hook cost up to fair value as at received/
shares held by shareholding 31st December, 31st December, receivable  Classification
Name of investment the Group interest 2014 during the year  of financial assets
v d | EhEk/
RE&EH fiszRHHE ERRE ZEEEIM Zmﬁ /AT EURS  EBEEEA
HK$'000 HK$'000 HKS000
7 TR T#7
(i) Grand Ming Group Holdings Limited FVTPL (Note 2)
(“Grand Ming")
ERRERRERAR(ER) FVTRL (=)
(i) Splendid Link 2016 Notes AFS (Note 1)OEB (Note 3)
Splendid Link 2016 285 AFS (ffi=)IOB (=)
(i) China Taiping Insurance Holdings Company FVTPL (Note 2)
Limited ("Taiping Insurance”)
REATRBERERAR(ATRR) FVTRL (722)
(i) Guotai Junan International Holdings Limited FVTPL (Note 2)
("Guotai Junan”)
BFERERERERAA(ERER ) FIPL (Hi=)
(v) Industrial and Commercial Bank of China FVTPL (Note 2)
Limited - H Shares (“1CBC")
HEIHRTROERAR-HR( IEST)) FVIRL (732=)
(vi)  Maanshan Iron & Steel Company Limited - H FVTPL (Note 2)
Shares ("Maanshan lron & Steel”)
SRUFHROERAT- HR(TSRLAS]) FVTRL (722)
(vii) ~ Chief Key 2016 Bond AFS (Note 1)OEB (Note 3)
Chief Key 20165 AFS (=IO (=)
(vii))  Bank of China Limited - H Shares FVTPL (Note 2)
("Bank of China")
HEIRARIVERA A HR (4B ) FVTPL (=)
(ix)  HK Electric Investments and HK Electric FVTPL (Note 2)
Investments Limited ("HK Electric”)
ERENRERERENRABRAA FVTRL (732=)
([AEEN])
() Sunac China Holdings Limited (“Sunac China") FVTPL (Note 2)
REEERERAR([RelmE ) FVTRL (H7=)
BiaF—:  AFS - AJHEHE Note 1:  AFS — Available-for-sale.
Hiit=": FVTPL - R A F(EY R RIEB=RE Note 2:  FVTPL - Fair value through profit or loss.
Bist=: OEB - BRAMEH LFIE 2 B S B RZ A FETIR Note 3:  OEB - The options embedded in bonds and notes are
REERRERE ZBMGAE classified as financial liabilities at fair value through profit
or loss.
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32. TARREE) 32. Top Ten Investments (continued)

Carrying Market value/ Dividend
Number of Effective book cost up to fair value as at received/
shares held by shareholding 31st December, 31st December, receivable  Classification
Name of investment the Group interest during theyear ~ of financial assets

HK$'000 HK$'000

THL
() China Cinda Asset Management Co., Ltd. - 11,220,000 0.10% 49,562 54,080 - RVIPL(Note2)
H Shares
TEEEEETIRNERAA - HR ATPL (=)
(i) Hydoo Interational Holding Limited 23,000,000 0.57% 50,066 51,060 - FVIPL (Note 2)
REARERARAR AIRL (=)
(i) Hilong Holding Limited 7,300,000 0.43% 34,467 48,034 - FVTPL (Note 2)
ERERARAT ATPL (A=)
(i) Grand Ming 16,524,000 4.13% 18,190 46,928 626 FVTPL (Note 2)
- FTPL (=)
(v Chief Key 2014 Bond Not applicable Not applicable 48,000 46,863 - AFS (Note 1)/OEB (Note 3)
Chief Key 2014 5% TR TR AFS (AizE—)IOEB (Wiz=)
(vi)  SunCore 1 50% 90,879 4,775 - N (Noted)
W ()
(vil) ~ First Steamship Co., Ltd. 7,137,104 2.05% 74,148 40,132 m FVTPL (Note 2)
HRRHERAA ATPL (=)
(viii) ~ Taiping Insurance 2,500,000 0.15% 36,098 39,350 - FVTPL (Note 2)
AFRR AIRL (=)
(i) SPT Energy Group Inc. 8,400,000 0.55% 37,797 38,388 - FVIPL(Note2)
B REEARAA ATPL (=)
(x)  China Machinery Engineering Corporation - 6,000,000 0.66% 26,612 37380 - FVIPL (Note 2)
H Shares
AR ETEROERAT - HR FIRL (H=)
Kizt— : AFS - AIfEHE Note 1. AFS — Available-for-sale.
Ba= - FVTPL - IR R TESER R B mIREIE Note 2:  FVTPL - Fair value through profit or loss.
K= : OEB - MABLEREE HESIE AR A TETEE Note 3: OEB - The options embedded in bonds and notes are
REBREEE AR classified as financial liabilities at fair value through profit
or loss.
BiaErg : N -REREBE AR REWRESE AR Note 4:  JV — Investments in joint ventures and amounts due

from joint ventures.
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TRRE(E)

0]

(i)

ELS

AR SRS EMKL - ERONEBBR
PRER LT BOHRIE - 01271) < EEARENE
RATBUREEFENBEPLOMEREREE
ES

HIE—ZE—NEAA=ZTHIEAER - EHE
B AEAEREEZER S R 7238,800,0004
T BREAEFNAB0SLET - RZE—UF
NA=18  EREBFABGREEZEREE
% /42,047,500,000/8 7T °

Splendid Link Limited ([ Splendid Link])

Splendid Link A& Z B¥ St - BHtS
KEZERERAB(EEKE]D 22EWB A
Al o BEKRRASES MY - ERGHR
BB ER B (ARG - 01312)  BEE
KEREMBAREERPREILRE R LEM
MEEEMFENRE AR REE - BRI
DA R SRR AT AR 7S ©

BE-Z—NOFA=1THBHIEXMEA » BAEK
B ANFEE RS EZERS % 7 415,200,000
BT SREARABFB0.02EIT - RZT—M
FRA=1TH  BEKERB AELEREEZ
4R A HEZE 5795,400,000/8 7T °

32.

110

Top Ten Investments (continued)

0]

(i)

Grand Ming

Grand Ming was incorporated in the Cayman Islands
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 01271).
Grand Ming and its subsidiaries are principally
engaged in the business of data centre premises
leasing and construction in Hong Kong

For the six months ended 30th September, 2014,
the unaudited consolidated profit attributable
to owners of Grand Ming was HK$238.8 million
with basic earnings per share of HK$0.54. As at
30th September, 2014, its unaudited consolidated
equity attributable to owners of Grand Ming was
HK$2,047.5 million.

Splendid Link Limited (“Splendid Link")

Splendid Link was incorporated in the British
Virgin Islands, which is a wholly subsidiary of Allied
Cement Holdings Limited (“Allied Cement”). Allied
Cement was incorporated in the Cayman Islands
and its shares are listed on main board of the Stock
Exchange of Hong Kong (stock code: 01312). Allied
Cement and its subsidiaries are principally engaged
in the manufacture and sales of cement, clinker and
slag, trading of cement and provision of technical
services with operations in Shandong province and
Shanghai in the PRC.

For the six months ended 30th June, 2014, the
unaudited consolidated profit attributable to
owners of Allied Cement was HK$15.2 million
with basic earnings per share of HK$0.02. As
at 30th June, 2014, its unaudited consolidated
equity attributable to owners of Allied Cement was
HK$795.4 million.
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TRRE(E)
(i) AFERE
KFERBAEFBFEMAL - EROREBBZ

(iv)

PRER ET (SR - 00966) ° A FRREZ
EBEREZERLENBRARIZERLH
HEABRRER WMREBNEEMER
BREGRERERBERBER

HIE—ZT—MFA=THIEAEAR  KFERE
B ANEEREEZGE ,ﬁnfrw7%1 932 800,000
/ETE lHXE$EJﬂJF§O 76/%7'5 E‘fﬁ
NAZTE  KERBES ARLREEZEE
%5 /523,672,000,00078 7T °

\—?

BRER

HRELAEBEMRYL - EROREBHL
FTEREM(RHARIE : 01788) - IREL K&
HWBARETEZRHEEBERLKL - B
B ERE EEEBRRIEEER -

HI—ZT-—mE+_A=1+—RBILMHFE
EEBLHEAEBLHACEZRAEH A
799,800,000/ 7T« FRERZHNA0.4287T o
RZZ—NME+_F=+—0 BHEELEA
ANBAE R B Z 4R S # % /7,055,400,0007%8
=
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Top Ten Investments (continued)

(iii)

(iv)

Taiping Insurance

Taiping Insurance was incorporated in Hong Kong
and its shares are listed on the main board of
the Stock Exchange of Hong Kong (stock code:
00966). Taiping Insurance is principally engaged
in the investment holding and its subsidiaries are
principally engaged in the underwriting of direct life
insurance business in the PRC, direct property and
casualty insurance business in the PRC and Hong
Kong and all classes of global reinsurance business.

For the six months ended 30th June, 2014, the
unaudited consolidated profit attributable to
owners of Taiping Insurance was HK$1,932.8
million with basic earnings per share of HK$0.76.
As at 30th June, 2014, its unaudited consolidated
equity attributable to owners of Taiping Insurance
was HK$23,672.0 million.

Guotai Junan

Guotai Junan was incorporated in Hong Kong
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 01788).
Guotai Junan and its subsidiaries are principally
engaged in dealing and broking, loans and
financing, corporate finance, asset management
and investment holding.

For the financial year ended 31st December, 2014,
the unaudited consolidated profit attributable to
owners of Guotai Junan was HK$799.8 million
with basic earnings per share of HK$0.42. As at
31st December, 2014, its unaudited consolidated
equity attributable to owners of Guotai Junan was
HK$7,055.4 million.
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TRRE(E)

(v)

(vi)

THERTT

TERITNRRBEEMKL - ERORAE BB
FTER £ (BRHARSE £ 01398) « THEIRITR
HWBAREZHEARMEAACHER &
SER RERITER  WIREEEERE 2
T eREE KRB REMESRRE o

BE—Z—HmWFhLA=+BILALEAR I
HMRITHEBEABEREERREE M A
220,464,000,000 A R - GREXRAF &
063ARE -R-ZE—WEAA=+H -
TRABRTHEBABORECERGARTEA
1,427,581,000,000 A R #E o

FRILEE

FEILIEN P EEMKT - RO NEBE
AT ER L (RS - 00323) o FErLHE
REMBARIZNERECSE AR HETE
MT -~ EREREER - WA - 87 -
REBEENHE -

BIE—Z-—NWEAA=THILAEA &
BZILMEHEEARGARACERREBRA
326,300,000 A R#E - GREXREIEF0.04AR
o RN —E—MEAA=TH  BHLMEE
BAEMEREEZERE# = A22,774,500,000
ARE -
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Top Ten Investments (continued)

(v)

(vi)

ICBC

ICBC was incorporated in the PRC and its shares
are listed on the main board of the Stock Exchange
of Hong Kong (stock code: 01398). ICBC and its
subsidiaries are principally engaged in corporate and
personal banking, treasury operations, investment
banking, asset management, trust, financial leasing,
insurance and other financial services.

For the nine months ended 30th September, 2014,
the unaudited consolidated profit attributable to
owners of ICBC was RMB220,464.0 million with
basic earnings per share of RMB0.63. As at 30th
September, 2014, its unaudited consolidated
equity attributable to owners of ICBC was
RMB1,427,581.0 million.

Maanshan Iron & Steel

Maanshan Iron & Steel was incorporated in the
PRC and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock code:
00323). Maanshan Iron & Steel and its subsidiaries
are principally engaged in metallurgy and extended
processing of ferrous metals and production and
sale of coke, coke chemical products, thermostatic
materials and power supply.

For the nine months ended 30th September, 2014,
the unaudited consolidated loss attributable to
owners of Maanshan Iron & Steel was RMB326.3
million with basic loss per share of RMB0.04. As at
30th September, 2014, its unaudited consolidated
equity attributable to owners of Maanshan Iron &
Steel was RMB22,774.5 million.
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TARREE)

(vii)

(viii)

Chief Key Limited ([ Chief Key |)

Chief KeyRN &R BRZ A SEMMKYL - ZIEEE
MERAR(THERZ]) 22EMBERA - 2R
FRERBEMMARL - RNV EBB IR
EA (B HSR - 00936) © Bsi2 REMB AR
ENEEERERMIBEN - BEZEERIA
AR R SIS I AR B RS -

BE-Z—MFEA=1+HIXEAR - B2
B AR EEIZERE F51E 53,000,000/ 7T -
BREAREE 04BN R _FT—WF XA
=10 WBEEBABGRCERREERA
203,100,000 7T °

FREIERIT

REISRIT R BIEMA - ER R E BB R
PREMR (RIS - 03988) « A EIERTT R
MBAREZ2EMBEAM & RBFI- 58
ARERIZSRAPOMERREFEEANDAD
BER EASBREYR  BE2XK  RERT
5 REREBMEAMEF -

BIE-Z—NWEAA=THIEAM@A - &
HETHBEARGBRAECEZZRAENA
131,133,000,000 A R ¥ » SR ERNEF &
047TARE - RZZFE—HWFNALA=+AH -
FRBITHEAABOREEGZRAETA
1,005,374,000,000 A R # o
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Top Ten Investments (continued)

(vii)

(viii)

Chief Key Limited (“Chief Key")

Chief Key was incorporated in the British Virgin
Islands, which is a wholly subsidiary of Eagle Legend
Asia Limited (“Eagle Legend”). Eagle Legend was
incorporated in the Cayman Islands and its shares
are listed on the main board of the Stock Exchange
of Hong Kong (stock code: 00936). Eagle Legend
and its subsidiaries are principally engaged in
trading of construction machinery and spare parts,
leasing of the construction machinery and providing
repair and maintenance services in respect of the
construction machinery.

For the six months ended 30th June, 2014, the
unaudited consolidated loss attributable to owners
of Eagle Legend was HK$3.0 million with basic loss
per share of HK0.4 cent. As at 30th June, 2014,
its unaudited consolidated equity attributable to
owners of Eagle Legend was HK$203.1 million.

Bank of China

Bank of China was incorporated in the PRC and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 03988).
Bank of China and its subsidiaries are principally
engaged in providing a full range of corporate
banking, personal banking, treasury operations,
investment banking, insurance and other services
to its customers in the Chinese mainland, Hong
Kong, Macau, Taiwan and other major international
financial centres.

For the nine months ended 30th September, 2014,
the unaudited consolidated profit attributable
to owners of Bank of China was RMB131,133.0
million with basic earnings per share of RMB0.47.
As at 30th September, 2014, its unaudited
consolidated equity attributable to owners of Bank
of China was RMB1,005,374.0 million.
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32. TAREE) 32.

(ix) BEED

BREENRAESRSEMAT - E&@ﬂé%
Bt 22 T =R _E T (MR 5% 02638) © ﬁ%ﬁ
&ﬁ%%@ﬂi£m$ié$ﬁ1ﬁﬁ$
EEEREYS -

ﬁi:z—@¢+*ﬁi+—atmﬁ¢
E - BRENBREABGLBRACEZRS
ﬂﬁmmmww%n'gh%$§ﬂﬁ
0308 c R-E—E+—A=—+—H -
BREENBEBEABRGARACERRAETR A
49,191,000,000/ 7T ©

(x)  BAIPE

BEPERRASHSEMRYL - ERNHREE
B P AR £ (B FX5% : 01918)  BRAIFPE
REMBARIZETELENERFAE WX
RENMDEEE -

HIE-ZT—MNEXA=ZTHLAEAR - gAlFR
BB AE(LREEZERE R A812,600,000
ARE  SRERAFA02AARE - RZF
—HERNA=1E - BAIPEEE ARG RL
ERIF AR B14,444,600,000 A RHE o

33. HEEREERAFEIE 33.

AEEREATERTRREZPTERSR T A A
ZEGRR - BBRREETSAR(BEEYER
MEREMEMERERR) FERRNTBESRELR o

%Wﬂ@mﬁigﬁ$%l@ﬂ%ﬁ WEHRERS
ETEIE - BB HMBEARER B SEPRNRERER
MEEFREH AN MRS B TiERERER
K o AR ARKFEA - IR RAMBIEE AEER
AL o
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Top Ten Investments (continued)
(ix) HK Electric

HK Electric was incorporated in the Cayman Islands
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 02638).
HK Electric and its subsidiaries are principally
engaged in the generation and supply of electricity
to Hong Kong Island and Lamma Island.

For the financial year ended 31st December, 2014,
the unaudited consolidated profit attributable to
owners of HK Electric was HK$3,201.0 million
with basic earnings per share of HK$0.39. As at
31st December, 2014, its unaudited consolidated
equity attributable to owners of HK Electric was
HK$49,191.0 million.

(x) Sunac China

Sunac China was incorporated in the Cayman Islands
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 01918).
Sunac China and its subsidiaries are principally
engaged in property development, property
investment and property management in the PRC.

For the six months ended 30th June, 2014, the
unaudited consolidated profit attributable to
owners of Sunac China was RMB812.6 million
with basic earnings per share of RMB0.24. As
at 30th June, 2014, its unaudited consolidated
equity attributable to owners of Sunac China was
RMB14,444.6 million.

Financial Risk Management and Fair Value
Measurements

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investment activities. The financial risks include market
risk (including currency risk, interest rate risk and other price
risk), credit risk and liquidity risk.

Financial risk management is coordinated at the Group's
headquarters, in close co-operation with the Board
periodically. The overall objectives in managing financial
risks focus on securing the Group’s short-to-medium-term
cash flows by minimising its exposure to financial markets.
Long-term financial investments are managed to generate
lasting returns with acceptable risk levels.
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33.

MERREERAVETE(E) 33.  Financial Risk Management and Fair Value

33.1

Measurements (continued)

I EEREEER 33.1 Categories of financial assets and liabilities
AR RAMES 2 REES KA THIEE The carrying amounts presented in the statements
ERaEsEn of financial position relate to the following

categories of financial assets and liabilities:

(cli{e]V]4 COMPANY
%8 A7
2014 PAE] 2014 2013

o : —e-mE  —To=%
HK$'000 HK$'000 HK$'000 HK$'000
Fia THL FRTL T

Financial assets
BREE
Non-current assets
FERBEE
Available-for-sale financial assets
A EM B EE 139,712 -
Loans and receivables:
ERREWGRIE
— Amount due from an associate
— e — B R IR 9,433 -

149,145 -

Current assets
mBEE
Available-for-sale financial assets
A EMBEE 82,696 -
Financial assets at fair value through
profit or loss
BATESIRMEEREREE Y
MEE 818,412 -
Loans and receivables:
BRI EBGRIA
— Trade and other receivables
— 85 R EAMEIR 28,696 -
— Amounts due from joint ventures
— A B REIRRIEA 41,676 -
— Amounts due from subsidiaries
— FENK BT A B RIE - 1,214,764
Security deposits
RHRES 489 -
Cash and cash equivalents

ReERBESEFED 236,939 52,793

1,208,908 1,267,557

1,358,053 1,267,557
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33. H¥RREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.1 BIEEREEERE) 33.1 Categories of financial assets and liabilities
(continued)

GROUP COMPANY
L] AL
2014 2013 2014 2013

—B-ImF —F=F —2-mE —F—=f
HK$°000 HK$'000 HK$°000 HK$'000
FTiEx TAT Tigx TAT

Financial liabilities

Mg aE

Current liabilities

PEUN=NE

Financial liabilities measured at
amortised cost:

WIS B BB SN AT 2

— Amount due to a fellow subsidiary

—R—TER B R FRIE 28,466 28,466
— Trade and other payables and accrued

expenses
— B REMENRLENER 3,774 1,722
— Amount due to a holding company
— R —EfERR A R FIR 304 304
— Amounts due to subsidiaries
— RITBRRIFIA - 6,101

Financial liabilities at fair value through
profit or loss
BATEIEREERREEY
BBaE 9,092 -

41,636 36,593
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33. HREREERAFEINEE) 33.

Financial Risk Management and Fair Value

33.2 SMEEER

SNERBRIEEBMTRAZAFEIRKRASRE
NS IE R B E TN B 2 R o

AEBBRIDORZABTETT - EBEXRR
BRIBRAAEEZRE  MZEFRETEN
Xt AR B e BE - K
TRFEH([FH]FHE -

ONSSHEZ MR EERBERIRERBRE S
BT

MYR

Financial assets
MBEE
Financial liabilities

HHaE

e S

Measurements (continued)
33.2  Foreign currency risk

Foreign currency risk refers to the risk that the fair
value or future cash flows of a financial instrument
will fluctuate because of changes in foreign
exchange rates.

Most of the Group's transactions are carried out in
HK$. Exposures to currency exchange rates mainly
arise from the Group’s investments, which are
primarily denominated in USD, RMB, MYR, NTD,
JP¥, SGD and Thai Baht (“THB").

Foreign currency denominated financial assets and
liabilities, translated into HK$ at the closing rates,
are as follows:

Group
]
2014

—E2-—NF

HK$'000

TR
NTD usb SGD
IR b

Short-term exposure
2 HRE

Financial assets
HMBEE
Financial liabilities

BHAE

Long-term exposure

REER
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33.

BBEBREERAFEFR(GE)

33.2

SRR ()

SN SHE 2 M B ER B E IR B RIGE A
FETTINT ¢ (48)

Financial assets

33.

Financial Risk Management and Fair Value
Measurements (continued)

33.2

Foreign currency risk (continued)

Foreign currency denominated financial assets and
liabilities, translated into HK$ at the closing rates,
are as follows: (continued)

Group
£E
2013

—T=F

HK$'000

b7t
usb SGD
27 I

HHEE 6,808 24,913 40,132 97,282 - - -
Financial liabilities

HBaRE - - - (6,958) - - -
Short-term exposure

KRR 6,808 24,913 40,132 90,324 - - -
Financial assets

HEEE - - - 139,712 9,293 - -
Financial liabilities

BsaME - - - - - - -
Long-term exposure

REE R - - - 139,712 9,293 - -

K& BB EIRA - AR R &S EA
SNE R

TRIBEERRERAEEEERRRZE
ASE  #ak  BE - Z&K - ARBRIN
WILZINEERGIER BB E) - AREB KRG
FM(RRE B RS EMKD 2 BHE
) o
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The Company does not have any exposures to
foreign currency risk at the reporting date or in
comparative periods.

The following table indicates the approximate
change in the Group's profit after tax (and retained
earnings) and other components of consolidated
equity in response to reasonably possible changes
in the foreign exchange rates, MYR, NTD, JP¥, THB,
RMB and SGD to which the Group has significant
exposure at the reporting date.
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33. HXERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.2 HNEEREBER(E) 33.2  Foreign currency risk (continued)

2014 2013
—E-—NF —T—=F
Increase/ Effect on Increase/ Effect on

(decrease) profit after Effect on (decrease) profit after Effect on

in foreign tax and other in foreign tax and other

exchange retained components exchange retained  components

rates earnings of equity rates earnings of equity

ShERE = HE# s HINES I Hiiiz Eaprdas

2/ SRFRRE Hp o EnS OSRFIRRE Hipp s

CH2) BRz%E o8 ORd)  BRzZE 2B

HK$°000 HK$°000 HK$'000 HK$'000

T T FHT FHT
MYR

B 1% 249 -
MYR

B (1%) (249) -
NTD

Ak 1% 401 -
NTD

Ak (1%) (401) -

JP¥
H 2% 136 -
JP¥

S| (2%) (136) -
THB

B3 1% 93 -
THB

BN (1%) (93) -

RMB N/A N/A N/A

AREE iE A N iE A T iE A

RMB N/A N/A N/A

ARKE iE A N iE A T iE A

SGD N/A N/A N/A

FrngoT iE A N iE A T iE A

SGD N/A N/A N/A

FrngoT iE A N iE A T iE A
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33. BiKRERE

33.2

333

BRAVEFEGE)

SRR ()

RBER  AREMEEIINERR 2 BRED
W THIRERSNEETE R BB | 7 Lo R B IR R )%
EYREBFRERFTEMET - BREBEE

BEEHIMNEEXEHAEET - REA QLS
Mz AR E BN - WETERBRER

HEE—_T=F+-_A=+—RLFEHH
BRAEABREDTAERERR -

EAﬂiZH—_MH KL ZINEER 2 S IR BB

SRR 2 B (R AR
m& S E A
FEmB
FEARSEEMTAZATESRSRER

TSN R B T 3R B 2 R o

AEBEBBEBESEFREMEAI TGN KE
B2 AFENERE - MEEBAEZEES
EHEELRALSHAEEEE RaHER -

AEBRARREBEFROFENE(RF
AIEERIRE ) AR TSN RS 2B R
KER

33. Financial Risk Management and Fair Value
Measurements (continued)

33.2

333

120

Foreign currency risk (continued)

The sensitivity analysis of the Group’s exposure to
foreign currency risk at the reporting date has been
determined based on the assumed percentage
changes in foreign exchange rates taking place
at the beginning of the financial year and held
constant throughout the year. The assumed
changes represent management'’s assessment of
reasonably possible changes in foreign exchange
rates over the period until the next reporting date.
These are the same method and assumption used
in preparing the sensitivity analysis included in
the financial statements of the year ended 31st
December, 2013.

A reasonable change in foreign exchange rates for
USD in the next twelve months is assessed to result
in immaterial change in the Group’s profit after tax,
retained earnings and other components of equity.

Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Group is exposed to fair value interest rate risk
for changes in market interest rates through its
investments in debt securities. Change in interest
rates may affect the value of the debt securities and
therefore result in a potential gain or loss to the
Group.

The Group and the Company are also exposed to
cash flow interest rate risk for changes in market
interest rates through its deposits at floating
interest rates, which are subject to variable interest
rates.
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33. HXERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)
333 FEERE) 33.3 Interest rate risk (continued)

The following table indicates the approximate
change in the Group’s profit after tax (and retained
earnings) in response to reasonably possible
changes in the interest rates for deposit at variable
interest rates at the reporting date.

T ERER RS B IAT R R B2 ER
ZFIRABA BT  AEEBEEFI(RRE
BF) 2 BEOED -

2014

Increase/
(decrease)
in interest

rates
Fi%

#m,

(R2)

Deposits
5k
Deposits
5k

2013

—E—ImEF —E—=F
Effect on Effect on
profit after Increase/ profit after
tax and (decrease) tax and
retained in interest retained
earnings rates earnings
HP#E RS iz
BARRE i, s K AR
B8 COR4) BRzZ &
HK$'000 HK$'000
T TFHT
0.5% 1,187
(0.5%) (1,187)

RER  AREMEHMNERR 2 BRED
THBRBRMNEZES B O LR RFENREY
REFREFTEMETE - FIRZBRES )
RERRTMSERRA /A EMAIELR L
e WEEBEEHNXEHHEEE T —ER
SRRLEHRZAEAEES NG - LWETX
MEREGHBEE"T—=F+_A=+—H
L EA R R PR B E D AT PRE A E AR ©
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The sensitivity analysis of the Group’s exposure to
interest rate risk at the reporting date has been
determined based on the assumed percentage
changes in interest rates taking place at the
beginning of the financial year and held constant
throughout the year. The assumed changes in
interest rates are considered to be reasonably
possible based on observation of current market
conditions and represents management’s
assessment of a reasonably possible change
in interest rates over the period until the next
reporting date. These are the same method and
assumption used in preparing the sensitivity analysis
included in the financial statements for the year
ended 31st December, 2013.
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33. BBEBEERAFESEGE)

334

IR Bk
BB R K & ﬂIﬁZ“?@i*%ﬁ@ﬁ

ERTSREREMHREE AR

AEERMIIEEE S CBRAREEE 2K
BEHER - FRERILERHE ZIEREESIN -
EZERED /LT °

AEFBZETREZIBEIMHAETE - FR
3 R B8 IR KRR - REAS
RIRAEBRERBETED M LIEDAURE -

Fﬁiﬁimfﬁﬁw AN ) T A AR
e fE R

TRIIE REA RS B AR B AR 2
MBETEARTLED - M3 RAKERE
SR (RAR R BF)) Rt A TR ELAAR 5 2 #E40
28 -

122

Financial Risk Management and Fair Value
Measurements (continued)

334

Equity price risk

Equity price risk relates to the risk that fair values
or future cash flows of a financial instrument will
fluctuate because of changes in market prices.

The Group is exposed to equity price changes
arising from equity investments classified as trading
securities. Other than unquoted securities held for
strategic purposes, all of these investments are
listed.

The Group’s listed investments are primarily listed
on the stock exchanges of Hong Kong, Malaysia,
Tokyo, Taiwan, Singapore and United States.
The portfolio is diversified in terms of industry
distribution, in accordance with the limits set by the
Group.

The Company does not have any exposures
to equity price risk at the reporting date or in
comparative periods.

The following table indicates the approximate
change in the Group's profit after tax (and
retained earnings) and other components of the
consolidated equity in response to the reasonably
possible changes in the relevant stock market
prices, to which the Group has significant exposure
at the reporting date.
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33. HXERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.4 RERERGE) 33.4  Equity price risk (continued)
EHEH Listed securities
AETTEFMEZAEAEES  KEER In response to the reasonably possible change in
EEAE(MRETETR) 2IREAUTER the market price of the listed securities, the Group's

investment in listed securities excluding derivatives
has the following exposures:

2014 2013
—E—NF —E—=F
Increase/ Effect on Increase/ Effect on
(decrease) profit after Effect on (decrease) profit after Effect on
in securities’ tax and other in securities’ tax and other

market retained components market retained  components

price earnings of equity price earnings of equity

BEME HH % Yk BHME EIDTRES SR
®i, BIRKRB HAbp o #n ERFRIRE
(md) EFzE 7 ORd)  BRzZE

HK$'000 HK$'000 HK$'000 HK$'000

THET FHET FHET BT

Hong Kong market

BETIS 4% 23,006 -
Hong Kong market

BETIS (4%) (23,006) -
Malaysia market

SRR T 5 4% 997 -
Malaysia market

BRFEETS (4%) (997) -
US market

EFHE 4% 2,311 -
US market

ELeihi (4%) 2,311) -
Taiwan market

=)Lk 4% 1,605 -
Taiwan market

BEmS (4%) (1,605) -
Japan market

BT % 4% 272 -
Japan market

BT % (4%) (272) -
Singapore market N/A N/A N/A
KT % TEA TEA A
Singapore market N/A N/A N/A
O % TEA TEA A
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33. HKEREERAFEINEE) 33.

Financial Risk Management and Fair Value
Measurements (continued)
334

334 RERKGE) Equity price risk (continued)

Equity forward contracts

REHEN

In response to the reasonably possible change
in the market price of the underlying shares, the
Group's investment in equity forward contracts has
the following exposures:

HEEEROTEZABARES  AEER
BREREHZREGATREE

2014 2013
—E-lF —T—=F
Effect on Effect on
Increase/  profit after Effect on Increase/ profit after Effect on
(decrease) tax and other (decrease) tax and other
in underlying retained components in underlying retained  components
shares’ price earnings of equity  shares’ price earnings of equity
(Note) (Note)
B IR E HH % Epy TEHRARR(E EIDTRES
2/ SRFRFE HAbp o #n EFRIRE
(md) EFzEE =8 ORd)  BRzz2
(Hiat) (H152)
HK$'000 HK$'000 HK$’'000
FB T8 T
4% 138 -
(4%) (164) -

Hrat - RERAREZBmMES M BRERARKRE

FEBRABFON _E—HFR-_T—=F

Note:  The financial effect resulting from changes

in underlying shares’ price represented the

ToA=T—HEBR  AERREHEH
THREBRARES 2 ATFEZERED - %%
BEEREHRDNA AT —FARRZER
AEHF 2 A TEEERNRE B TKIEAZ
EMAFRERT @ AEBEEESE - 1
JEAERARIREEAR 2 TR
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theoretical change in fair value of all underlying
equity securities under the outstanding equity
forward contracts as if all these equity securities
were acquired as at 31st December, 2014
and 2013. These pro forma information is for
illustrative purpose only and is not necessarily an
indication of the fair value change in these equity
securities and results of operation of the Group
that actually would have been achieved had
the acquisition of these equity securities been
completed at the reporting date, nor it is intended
to be a projection of future resuilt.
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33. BiKRERE

334

33.5

BRAVEFEGE)

IRERER ()

RIER - AEBEMEERERRZBRED
ﬂ?)ﬁﬁﬁ&% RETE LM EE R RSB E Ebﬁi
DRI B EENEENRBEFRNERFTE
B - &““@%“ﬁﬁﬁﬁ@&mh%&ﬁ
HEREHEPEEET - REBRIEHHZ
SET%Z &% %#Eiﬁﬁmﬁmiﬁ

PRV E DT F R A& 481

EERE
cERBRIEEMTAZEFARERem T A
Zumﬁﬁﬁfﬁ WE AL E ST BEE
TEZH o0 O
AEFETETMNEAZERBREPATME
REWFRAM—AFEREZRZEHF - W
HFEABEER -

AR RSESRTESRMTEARSHF A iE
BRI -EHEm - BAGSIINBEEFLNE
s - BUBRAEERBER -
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33. Financial Risk Management and Fair Value
Measurements (continued)

334

125

Equity price risk (continued)

The sensitivity analysis of the Group’s exposure
to equity price risk at the reporting date has been
determined based on the assumed percentage
changes in the stock market price or other relevant
risk variables taking place at the beginning of
the financial year and held constant throughout
the year. The assumed changes represent
management’s assessment of reasonably possible
changes in the relevant stock market index or the
relevant risk variables over the period until the next
reporting date. These are the same method and
assumption used in preparing the sensitivity analysis
included in the financial statements for the year
ended 31st December, 2013.

Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge
its obligation under the terms of the financial
instrument and cause a financial loss to the Group.

The Group does not have any significant credit risk
exposure to any single counterparty or any group of
counterparties having similar characteristics if they
are related entities.

The credit risk for liquid funds and derivative
financial instruments is considered negligible as the
counterparties are reputable financial institutions
with high quality and credit ratings.
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33. BBEBEERAFESEGE)

33.5

33.6

FERRGE)

AEBERNRTRERE - BERERABATE
HFRGMMBMEES - R IER IR
HRERI - RIREBEBESME - EALR
BEREENRRCATIALNERES - R
HEBRINESELHRIIES - EFE
ERREREEEASENBRERENR LR

& o
AA

AEBEGKTUFE=EER(MF19) - BZE
FIAERRIERIER - FIAERBETRRTE
BEXEERR

AEEEEERR ALV BEEMNE
wmEAMERAE  HARFERER -

FRESEE19PTIRERSN - W E A I 15 B LA
A REEMER IR IE R -

RBESER

mBETRRY R EARERERBITAINE
SREMMBEEAEMHABERBETIZR
2B - AKEEFERZRAMRNRRE
TREAZETEARER S REE T AR
mBETRR - ARBZBER/RIEE 2R
BEEKFRARESRE  NENEEHR
RHRRBDELFE -

AEETEEBEREG KRB EEEROER
HEAEEBRSRL  UWERHERDEST
2 - AEERAERERBEST R ZEA
BERH=ZAATRONEHRRBDESEE
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Financial Risk Management and Fair Value
Measurements (continued)

335

33.6

Credit risk (continued)

The Group adopts conservative investment
strategies. Usually investments are in liquid
securities quoted on recognised stock exchanges,
except where entered into for long-term strategic
purposes. For investment in debt securities, basically
only debt securities with credit ratings of C or above
would be considered. Trading accounts are only
opened with reputable security brokers. The Board
monitors the Group’s overall investment position
and exposures based on the investment report.

The Group advanced a loan to a third party (Note
19). The management does not consider there
is significant credit risk as the loan is secured by
collateral.

The Group’s management considers that all the
above financial assets that are not impaired for
each of the reporting dates under review are of
good credit quality.

Save as disclosed in Note 19, no other financial
assets are secured by collateral or other credit
enhancements.

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with
its financial liabilities that are settled by delivering
cash or other financial assets. The Group is exposed
to liquidity risk in respect of settlement of trade and
other payables and its financing obligations, and
also in respect of its cash flow management. The
Group's objective is to maintain an appropriate level
of liquid assets and committed lines of funding to
meet its liquidity requirements in the short and long
term.

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments
for long-term financial liabilities as well as cash-
outflows due in day-to-day business. Liquidity
needs are monitored on a day-to-day basis. Long-
term liquidity needs for 360-day lookout period are
identified monthly.
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33.6

RBESEK(E)

$%@f’ﬁ%}f/@ﬁ’]iﬁi T ME SR RAE

BHNBNARRKZ =T RZRBDESFER
ijDJ:}E%%%%(%EZEEKuE FEREMLERY
MBEEZRNRENEHRRDESTFE

AT AAREERARBR T —HFER—
E=FFT A=t HZITEVBEEZ
RIEREKIHAIR -

At 31st December, 2014
RZZE-—WFE+_A=+—H
Trade and other payables
B 5 R A FERR
Amount due to a holding company
R—FRERR R BRI
Amount due to a fellow subsidiary

R—FEIR &M &R B FR

—MF+=A=+—HILEFE For the year ended 31st December, 2014

BBREBREER A FEFR(GE) 33.
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Financial Risk Management and Fair Value
Measurements (continued)

33.6

On demand/

less than
6 months

RER

LR6EA

HK$°000
FET

Liquidity risk (continued)

The Group maintains cash, short-term bank deposits
and marketable securities to meet its liquidity
requirements for up to 30-day periods. Funding for
long-term liquidity needs is additionally secured by
an adequate amount of committed credit facilities
and the ability to sell long-term financial assets.

Analysed below is the Group’s and the Company’s
remaining contractual maturities for its non-
derivative financial liabilities as at 31st December,
2014 and 2013.

GROUP
5

1to 5
years

Over
5 years

6 to 12
months

55 F
HK$’'000
FHxT

1E54
HK$'000
FHxT

62121 A
HK$'000
FET

At 31st December, 2013
e S =
Trade and other payables

B 5 REMEN 3,774 = - -

Amount due to a holding company

R—EHER R RIKIE 304 = - -

Amount due to a fellow subsidiary

R—E[R Z B2 B FIE 28,466 = - -
32,544 - - -
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HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

33. H¥RREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.6 WEBELEK(E) 33.6  Liquidity risk (continued)

COMPANY
N
On demand/
less than 6 to 12 1to5 Over

6 months months years 5 years
RER
L1618 A 6Z12{8A 1E55F SEL
HK$’000 HK$'000 HK$'000 HK$°000
THET THET THET THET

At 31st December, 2014
WZE-mF+-—A=+—H
Other payables
H A ETAR
Amounts due to subsidiaries
R RIFRIE
Amount due to a holding company
R—EHER A RIFIE
Amount due to a fellow subsidiary

R—FER 2K B R RFIR

At 31st December, 2013
RZE—=F+-A=+—H
Other payables

H A ERTR 1,722 - - -

Amounts due to subsidiaries

RHTEB A RFIE 6,101 S - -

Amount due to a holding company

R—EHER R RIFKIE 304 = - -

Amount due to a fellow subsidiary

R—FER KB A B FIA 28,466 2 - -
36,593 - - -
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HEZZT—NF+=A=+—HIFE For the year ended 31st December, 2014

33. BBEBEERAFENEGE)

33.7 AYEFE
(a) BOATPEIBRNIKEERMEAE

TREJRBEAFERE  RNBMSAZ
NHEAENUBEERBEZEN -
HRBREGAEHEVBEELEELZ
RNHEMERNERERE ANBLA
i BUBEEREBEIOR=ZEW
Mal e RHERBED RATEE

- F—E HREEMABENER
MiSHRE CRIEAR)

- F_E B EMBRREZIREN
SR EERBEARE2E
A A RERE(BINER) s
(AREER) : &

- F=E - BERBELIFERER
BEMSHEEIBACGEESR
BA)

AFERHEHENYATEN BN EE
BAZRAZKEBR - %D BHHT
AENEEETERNE -

33.

129

ANNUAL REPORT 2014  SHK HONG KONG INDUSTRIES LIMITED

Financial Risk Management and Fair Value
Measurements (continued)

33.7

(a)

Fair value measurements

Financial assets and financial liabilities
carried at fair value

The following table presents financial assets
and liabilities measured at fair value at the
reporting date in accordance with fair value
hierarchy. The hierarchy groups financial
assets and liabilities into three levels based
on the relative reliability of significant
inputs used in measuring the fair value of
these financial assets and liabilities. The fair
value hierarchy has the following levels:

- Level 1: quoted prices (unadjusted)
in active markets for identical assets
and liabilities;

- Level 2: inputs other than quoted
prices included within Level 1
that are observable for the asset
or liability, either directly (i.e. as
prices) or indirectly (i.e. derived
from prices); and

- Level 3: inputs for the asset
or liability that are not based
on observable market data
(unobservable inputs).

The level in the fair value hierarchy within
which the financial asset or liability is
categorised in its entirety is based on the
lowest level of input that is significant to
the fair value measurement.
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33. H¥RREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.7 QFEFHEE) 33.7  Fair value measurements (continued)
(a) BRATEIENUBEERVEAE (a) Financial assets and financial liabilities
(#&) carried at fair value (continued)
RUBRRRANEZAFEFEZHTHE The financial assets and liabilities measured
ERAGBIEID BT AFELREE at fair value in the statement of financial

position are grouped into the fair value
hierarchy as follows:

(c]:{e]V]
e
2014
—E-mE
Level 1 Level 2 Level 3 Total
E—fE B £=E M
HK$°000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
Assets
BE
Available-for-sale financial assets
AL ETBEE
— Listed
-k
— Unlisted
—JELTm

Financial assets at fair value through profit or loss
BATEIRREERRERE MEEE
— Listed securities held for trading
—HAEFEEZ FTES
— Listed warrants
— iR ERE

Total fair value
N {ELREE

Liabilities
BfE
Financial liabilities at fair value through profit or loss
RATHEIRRERSREE 2 MBAE
— Call options embedded in bonds and notes
SR UNEE S E S AL
— Equity forward contracts
—RERBAEH

Total fair value
N ERTE

Net fair value
AN EFE
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HEZZT—NF+=A=+—HIFE For the year ended 31st December, 2014
33. HXERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)
33.7 RAFREFEE) 33.7  Fair value measurements (continued)
(a) BAFEIERNUBEERFEERE (a) Financial assets and financial liabilities
(#&) carried at fair value (continued)

Level 1 Total
E—= g= F=E FbC)
HK$'000 HK$'000 HK$'000 HK$'000
FEx FEx FHET FHET
Assets
Available-for-sale financial assets
AL EBEE
— Listed
— kM - 139,175 - 139,175
— Unlisted
—JEET - 83,233 - 83,233

Financial assets at fair value through profit or loss
RNTHEDRNEBSREE 2 M EE
— Listed securities held for trading
—BEEEEZ LTS 818,412 - - 818,412

Total fair value
NF{EAEEE 818,412 222,408 - 1,040,820

Liabilities

afE

Financial liabilities at fair value through profit or loss
BATVEIRIEERREREZMEEE

— Call options embedded in bonds and notes

B ONEEE S Ak s {E - 8,601 - 8,601
- Equity forward contracts
REEREH - 491 - 491

Total fair value
NSRIER G - 9,092 - 9,092

Net fair value

NEFE 818,412 213,316 = 1,031,728
RREHRS  F—EHE - EEWwE There have been no significant transfers
BRER - between levels 1 and 2 in the reporting

period.
AR E2RAFEZ A REE R The methods and valuation techniques used
Ay RS BRI AR B N A B o for the purpose of measuring fair value

are unchanged compared to the previous
reporting periods.

131



HIRERRAT FH2014

B 75 SRR B E
NOTES TO THE FINANCIAL STATEMENTS

HE—Z—F+=-A=+—HI%JZ For the year ended 31st December, 2014

33. HGKEBREERAFEITEE) 33. Financial Risk Management and Fair Value
Measurements (continued)
33.7 AFEIEE) 33.7  Fair value measurements (continued)
(b) HERNTRE_EALEFEMEHZ (b) Valuation techniques and inputs used
WAZE in Level 2 fair value measurements
EETIRAES Unlisted equity securities

FELTRAEBESARERRZDAEE
FTE - RIBIH@ 2 W - AEBER Y
—AEEHERBA SRR E K2
NEEFEMEOIEN o 3F ETHARANE S
ZAREERERZIREREREM -

Eh R LEMEFRESMERERALD
ZAVEERBY ZXGHEMEETE
BERARMAERMMETE -

L RFELEHERES

ERIEETERE %z N B T53% A
TR 2 S ERTEE

REFEFE ZRARNT AREXKERS
MERE=ESS AMEAKIG - E5
B REBRESD - AEBE BESFID
DEAAHEETHBEERPEDD S
BAEITESM T AME26) °

BERHERMERZIERBRNT

() EFBHEE

Unlisted equity securities are measured
at fair value at the end of the reporting
period. Based on the relevant agreements,
the Group can require the relevant
investment manager to redeem the units
at net asset value by giving a written
redemption notice. The fair value of the
unlisted equity securities are provided by
the relevant investment managers.

Fair value of listed and unlisted debt
securities and equity forward contacts, have
been determined by a firm of independent
professional valuer, Greater China Appraisal
Limited, using valuation techniques.

Listed and unlisted debt securities

Fair values of the listed and unlisted
debt securities have been determined by
valuation technique as described below:

The Group held hybrid instruments
comprising perpetual bonds and
guaranteed notes, which are separated into
two components: the debt element and the
option element. The Group has classified
the debt element as available-for-sale
financial assets and the option element as
derivative financial instruments (Note 26).

The methods and assumptions applied for
the valuation of the bonds are as follows:

(i) Valuation of debt element

BEBHFBORVBERBIZER FERE The debt element is recognised at
REERIEGEREB CATEEZ fair value at date of initial recognition
EErEWHEERE ﬁ_ﬁEE%ZJ = and subsequent measurement
TAEH K= m&+ = A with fair value change at each
=+—H - &%3 %Z’ TELA reporting date recognised directly
182,490,000 T (= &E — =4 in equity until the instrument is
4% A 187,681,000 7t ) -+ Itk Jhi% sold. As at 31st December, 2014,
Pfr;(fﬁzqﬁz/\fﬁiﬁzikﬂzi £ the fair value of the debt element
ERBENEE 2 REMTSE 2 is approximately HK$182,490,000
KZWHRTSLBBEEGERZTA (2013: approximately HK$187,681,000)
Fﬁm c R ZE—WEFEF+_—_A=+— which was calculated based on

CEHFEHH BB XN F the present value of contractually
4 10% E1255% (ZFE—=%F : determined stream of future cash

FH4.62%Z513.4%) °
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flows discounted at the required yield,
which was determined with reference
to instruments of similar terms. The
effective interest rates of the debt
element at 31st December, 2014
ranged from 4.10% to 12.55% (2013:
ranged from 4.62% to 13.4%).
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HE—Z—F+=-A=+—HIFJE For the year ended 31st December, 2014

33. BBEBEERAFENEGE)

33.7 AFEFESE)

(b)

HERMERE-BAFETEARRZ
BARBIE(E)

EwRFEHERESE)

(i) PTET AN EE

$THE T AR AR IZ A FE
R LBk RS ERE A 2 ATE

SHAENRRESR

R-E—NFEN-_FT—=%+_A4
—+—H #HEFTXKEGHFRE
REENTAET AN ET ZME
B 2EMATHull-White % - 3%
BAZ ERFARBEREERNT
0.00£0.02(=ZF—=%F : N7F0.02
£004) BHARENF1.59% =
1436% (—Z—=%F : N F1.42%
%9.22%) + KA HFZEB)1H0.01
(ZZ—=%:001)°

RZE—=F+-A=+—8 " ¥
ETHERREBRNITETAIBMHET
ZHE BREAT ZHBEAZMEE
A o ZIEA 2 oK A A TE K E)
30.15% -+ &Rk £ 0.05% -
FIHARFH0.34F R TE Bk B s =
0.00% °
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33. Financial Risk Management and Fair Value
Measurements (continued)

33.7  Fair value measurements (continued)

(b)

Valuation techniques and inputs used
in Level 2 fair value measurements
(continued)

Listed and unlisted debt securities
(continued)

(ii) Valuation of derivative element

The derivative element is recognised
at fair value at initial recognition and
subsequent measurement with fair
value change at each reporting date
recognised in profit or loss.

As at 31st December 2014 and 2013,
Hull-White Term Structure Model
is used for valuation of derivative
element of certain perpetual bonds and
guaranteed notes. Significant inputs
into the model were mean reverting
rate ranging from 0.00 to 0.02 (2013:
ranging 0.02 to 0.04), default intensity
ranging from 1.59% to 14.36% (2013:
ranging from 1.42% to 9.22%) and
short rate volatility of 0.01 (2013: 0.01).

As at 31st December, 2013, binomial
Lattice Model was used for valuation
of derivative element of certain
guaranteed note. Significant inputs into
the model were expected volatility of
30.15%, risk free rate of 0.05%, time
to maturity of 0.34 year and expected
dividend yield of 0.00%.
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33. HGKEBREERAFEITEE) 33. Financial Risk Management and Fair Value
Measurements (continued)
33.7 AQFEFERE) 33.7  Fair value measurements (continued)
(b) HERETTRE_EBAFEETEFREMNZ (b) Valuation techniques and inputs used

BARBE(E)

BREEMEH

RZEBE-—NF+ZR=+—H, BEE
HEanzHBERERFHREZARAR
kEHRBLEREEERAT -

REBEAVGR  AEBEERHRRE—
FRREREEZAOZARKD -
ZEANTERIERA » i AEE
Wiz BERNBBIZARE - RIZA
EH  ZEENZETBRFEHBERE
BUE - RENRBELSE - — B0
RrERRESIBELSE  ZAOKTL
AL - 2R MR D 28 B RE
EREMER  AEEAKBERZE
EHABRMEAE -
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in Level 2 fair value measurements
(continued)

Equity forward contracts

As at 31st December, 2014, underlying
stock of the equity forward contracts
are Hysan Development Co. Limited
and Shougang Fushan Resources Group
Limited.

Under the terms of the contracts, the
Group is obligated to acquire of the
underlying shares of each contract at a
forward price for a year long. The contracts
require no initial cost. Predetermined
number of shares is accumulated to be
acquired of by the Group on a daily basis
and they are settled on monthly basis. The
key terms of these contracts incorporate
knockout and gearing properties. A knock-
out price is set for each contract, once the
daily share price of the underlying share
triggers the knock-out price, the contract
is closed out immediately. However, if the
daily share price of the underlying share
falls below above the forward price, the
Group has to acquire double of the pre-
determined daily number of shares.
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33. HXERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)
33.7 AFEEGE) 33.7  Fair value measurements (continued)
(b) HEENTRE-_EBAFETERRMN (b) Valuation techniques and inputs used
BMABE(E) in Level 2 fair value measurements
(continued)
BREEHEHN(E) Equity forward contracts (continued)
Hestont& A 240 ) 5o —&F B HT 48 AU /B 4 Heston Model and Black Scholes Model are
HERERPAN  ZEBZEBRHA used for valuation of the equity forward
BHEERIREZRE - =REE - D EHR contract. Significant input into the model
NF0.67FZ20.73F(ZE—=F:NF were underlying stock share price, forward
0.02FZE0.10%) * EEBENF0.38% price, time to maturity ranging form 0.67
Z2039% (ZZE—=F " F015% & year to 0.73 year (2013: ranging from 0.02
0.18% ) IR B W KN F351% & year to 0.10 year), risk-free rate ranging
380% (= —=F: N F074% = from 0.38% to 0.39% (2013: ranging
5.84%) © from 0.15% to 0.18%) and dividend yield
ranging from 3.51% to 3.80% (2013:
ranging from 0.74% to 5.84%).
3. EBXREHR 34. Capital Management

AEEZERER BRRBRAIEE BRI ABELE
HEEBERABRREHEAE R

AEERSGNEMBRMEEASEY RRLEN AR
BARGERE - AEBUBERESEL R AEESEEEN
s

RERZBEEESLEMT

The Group's capital management objectives are to ensure
the Group’s ability to continue as a going concern and to
provide an adequate return to the Shareholders.

The Group actively and regularly reviews its capital structure
and makes adjustments to the capital structure in light of
changes in economic conditions. The Group monitors its
capital structure on the basis of debt to equity ratio.

The debt to equity ratio at reporting date was as follows:

(c]i{0]V] COMPANY
£8 AT
2014 2013 2014 2013
—E-mE —F—=f L B ES :
HK$'000 HK$'000 HK$'000 HK$'000
THET T THET THETT
Borrowings
'R i _
Total equity
TSR 1,332,630 1,231,413
Debt-to-equity ratio
B EEERSL X 0:1 01
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EFEHEE
FIVE YEAR FINANCIAL SUMMARY

Year ended 31st December,

BE+t-A=1+—HLEE

2010 2011 2012 2013 2014
- = —EF——4F —T—=F —E—F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAET AT FTHET
Results:
S

Profit/(loss) attributable to the owners
of the Company
RNREEE AERER, (E18) 89,279 (144,913) 134,447 127,388

As at 31st December,
R+=—A=+—H
2010 2011 2012 2013 2014

—TTF ZFT—F z —T-=F ZB-DmF
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
TAT FTAT AT FTHT TR

Assets and liabilities:

EEREE:

Current assets

MENEE 837,868 845,458 994,339 1,209,357
Total assets

BERT 1,377,596 1,077,145 1,280,583 1,374,266
Current liabilities

BB E 111,601 17,976 45,570 41,636
Total liabilities

afEmEs 111,601 17,976 45,570 41,636
Total equity

B RE 1,265,995 1,059,169 1,235,013 1,332,630

136



SHK Hong Kong Industries Limited
1801, 18/F, Allied Kajima Building

138 Gloucester Road

Wanchai, Hong Kong

Tel : 2877 2340

Fax : 2877 2666

Website : www.ymi.com.hk

B LEEARA
HUSEAT

5 LFTHE 13855
W& RE S K
181801 =

HErh ;28772340

fHE . 2877 2666

4441k www.ymi.com.hk




	COVER

	CONTENTS
	CORPORATE INFORMATION
	CHAIRMAN’S STATEMENT
	REPORT OF THE DIRECTORS
	REPORT OF CORPORATE GOVERNANCE
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE FINANCIAL STATEMENTS
	FIVE YEAR FINANCIAL SUMMARY
	BACK COVER


