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SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

RESULTS

The Board of Directors of SHK Hong Kong Industries Limited
(the “Company”) presents the 2020 Interim Report which
includes the unaudited interim condensed consolidated
financial statements of the Company and its subsidiaries
(the “Group”) for the six months ended 30th June, 2020.
The condensed consolidated statement of profit or loss,
condensed consolidated statement of profit or loss and other
comprehensive income, condensed consolidated statement of
cash flows and condensed consolidated statement of changes
in equity of the Group for the six months ended 30th June,
2020, and the condensed consolidated statement of financial
position as at 30th June, 2020 of the Group, all of which are
unaudited and condensed along with selected explanatory
notes, are set out on pages 3 to 24 of this 2020 Interim Report.

The Audit Committee has reviewed financial reporting matters
including a general review of the unaudited interim condensed
consolidated financial statements for the six months ended
30th June, 2020. In carrying out this review, the Audit
Committee has relied on a review conducted by the Group’s
external auditor in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public
Accountants and representations from management. The Audit
Committee has not undertaken detailed independent audit
checks.
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CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS

For the six months ended 30th June, 2020

2020 REARAERE WMIR

HREABEER
BAE—F-_FFNA=1HINER

Unaudited
REER

AFRAT

Six months ended 30th June,
BEAA=1HILAEA

2020 2019
ZECERE —E-hE
Notes HK$’000 HK$'000
it zE THEr T
Revenue WA 3 25,382 15,195
Other net loss HiFEE 4 (20,243) (10,207)
Administrative and other operating ~ {TB R E &L
expenses ER (13,250) (12,618)
Share of gain/(loss) of associates EEBENRkS/(B8B) 427 (514)
Finance costs BEMA (118) -
Loss before income tax FEHAEE 6 (7,802) (8,144)
Income tax expense FEHRAX / = -
Loss for the period attributable to K7\ T A FEfL
the owners of the Company BAEE (7,802) (8,144)
Loss per share attributable to NGTE Z=PN
the owners of the Company FRER
(HK cents): (740) : 8
Basic -9/ (0.19) (0.20)
Diluted 3 (0.19) 0.20)
Turnover — gross EEE-ENELE
proceeds and revenue RIA 3 130,633 156,156




SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
For the six months ended 30th June, 2020

ERGERERAM2ERER

BE—F-FENA=FHINER

Unaudited
REER
Six months ended 30th June,
BENA=THLEREAR

2020 2019
—E-EE —T-NF
HK$’000 HK$’'000
FHER TEr
Loss for the period HREE (7,802) (8,144)
Other comprehensive Hit2m|
(expenses)/income (BR), Wz
Items that may be reclassified HATHGERIEE
subsequently to profit or loss: BHZIER !
Change in fair value of financial assets & AFE:T ARt 2 EE
at fair value through other (MBRAFEF AR 2]
comprehensive income (“FVOCI”) B EEZ AT ES (2,636) 2,943
Reclassification adjustment for realisation (R & /BEEIZAFE A
upon disposal/redemption of financial Hit 2 BT EEER
assets at FVOCI BEMENDEAE (401) -
Other comprehensive (expenses)/ BREiBz Rt
income for the period, net of tax 2HE(ER) i (3,037) 2,943
Total comprehensive expenses for ~ AAFEEA
the period attributable to the owners  FE{5 ik
of the Company 2EERAHE (10,839) (5,201)




CONDENSED CONSOLIDATED STATEMENT OF

2020 RERAERE

EREE BRI R

MIBRARRAT

FINANCIAL POSITION
As at 30th June, 2020 REF-ZFENA=1H
Unaudited Audited
RSEG K3
30th June, 31st December,
2020 2019
il St 2:3 —I-hE
~A=tH +-A=1-H
Notes HK$'000 HK$'000
Wiz TEL THT
ASSETS AND LIABILITIES EERERE
Non-current assets FRBEE
Interests in associates NN 23,548 2417
Financial assets BAFEF AL 2EKE
at FVoCl BHEE 10 120,381 157,448
Financial assets at fair value through BAHEABR (HRATETA
profit or loss (‘FVPL") Be ) HREE 1 301,543 257,966
445472 438,831
Current assets RBEE
Financial assets BAFEF AL 2ERE
at FvoCl HKEE 10 71,483 8,030
Trade and other receivables and prepayment 25 REM BN RERFIE 12 1,129 1016
Financial assets at FVPL BATEANERHEE 1 525,386 583,804
Cash and cash equivalents BERBLEEY 13 62,307 86,132
660,305 678,982
Current liahilities RBEE
Other payables and accrued expenses HthENFRESER 857 1548
Amount due to a holding company R—FEER A AR 166 319
Amount due to a refated company R—FIBMARZE 4,549 4,902
5,572 6,769
o ot 2 L T A N St 0 S (ot ) U
Total assets less current liabilities BEAERRDERE 1,100,205 1,111,044
Net assets BERE 1,100,205 1,111,044
EQUITY B
Equity attributable to the owners of the Company 472 R A FE(L %
Share capital R 14 918,978 918,978
Reserves 1 181,227 192,066
Total equity BnaE 1,100,205 1,111,044
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SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

CONDENSED CONSOLIDATED STATEMENT OF  f§ER&A RS E %
CHANGES IN EQUITY

For the six months ended 30th June, 2020 BE-_F-_FF A=1HIANEAR
Unaudited
FEEH
Non-
controlling Total
Equity attributable to the owners of the Company interests equity
FER
KADREARGRES [ 5 REeE

Capital  Investment
Share  contribution  revaluation Retained
capital reserve reserve eamings Total
BRHA  REER
& BE f#E  REER 2]
HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
TFEn TEn FHr FHT FHR FET TR

At 1st January, 2020 W=2-%%5-f-H 918,978 367 4417 187,282 1,111,044 - 1,111,044
Change in equity for the six months ended BE-F-TEAAZHAL

30th June, 2020: NEARERES
Loss for the period BrEE 2 = o (7.802) (7.802) S (7.802)
Other comprehensive expenses £t 2HER 5 = (8,037) = (3,037) e (3,037)
Total comprehensive expenses for the period - - (3,037) (7,802) (10,839) - (10,839)
At 30th June, 2020 918,978 367 1,380 179,480 1,100,205 O 1,100,205

st January, 2019 918,978 367 (1,542) 172810 1,090613 7682 1,098,295
Change in equityfor the sx months ended Bz-% ni/\ﬂ A1

30th June, 2019; NEARERES :
Loss for the period HRER > = = (8,144) (8,144) = (3144
Other comprehensive income Hft2Ekas - - 2943 - 2043 - 2043
Total comprehensive income/(expenses for the period B2 EIES /(B 2 = 2943 (8,144) (5,201) - (5.201)

At30th June, 2019 R=E-NERA=1H 918,978 367 1,401 164,666 1085412 7,682 1,093,004




2020 MEREGERE WMIKEHRAF

CONDENSED CONSOLIDATED STATEMENT OF BHHRSEBEERER

CASH FLOWS

For the six months ended 30th June, 2020

BAE—F-_FFNA=1HINER

Unaudited
REER

Six months ended 30th June,
BEAA=1HILAEA

2020 2019
ZECERE —E-hE
HK$’000 HK$'000
T THT
Net cash generated from/(used in)  S&EBELE/(ER)2
operating activities REeFE 14,708 (164,436)
Cash flows from investing activities REEXB2HLRE
Distribution from perpetual securities DkEXEEH 2,203 >
Purchase of financial assets EARATFEFAEMZEKE
at FvoCl BisAE (58,347) &
Purchase of non-current financial assets B AZERENZ AT E ABRE
at FVPL BsAE (29,366) (1,923)
Proceeds from disposal of non-current HEFEREE AT EFABR
financial assets at FVPL HEEEMSER 7,719 =
Proceeds from disposal/redemption of HE /BEERATEF AL
financial assets at FVOCI 2EREHBEEMER 30,827 -
Interests received from financial assets &A@ A M2 EKE
at FVOCl AR BIHE 8,567 4,594
Increase in amount due from an associate &I — k& A &) ZIBIEL N (136) (18)
Net cash (used in)/generated from  RELB(¥ER) EEZ
investing activities BeRE (38,533) 2,653
Cash flows from financing activities FEEXBHLTE
Proceeds from bank borrowings RITEEMER 55,621 =
Repayment of bank borrowings BEBTEE (55,621) =
Net cash change MEEK 2
from financing activities Aoy A ol =
Net decrease in cash and ReRReEEY
cash equivalents TR (23,825) (161,783)
Cash and cash equivalents as at R—A—BzREK
1st January HeEEY 86,132 387,053
Cash and cash equivalents as at RAB=TAZBER
30th June HeE(ED 62,307 225,270




SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

NOTES TO THE UNAUDITED INTERIM
CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

1. GENERAL INFORMATION AND BASIS OF PREPARATION

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 30th June, 2020, 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 period include the
investments in listed and unlisted financial instruments.

The unaudited interim condensed consolidated financial
statements for the six months ended 30th June, 2020 on pages
3 10 24 have been prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong (the
“Listing Rules”) and with Hong Kong Accounting Standard (*HKAS”)
34 “Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”).
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GENERAL INFORMATION AND BASIS OF PREPARATION (continued)

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements for the
year ended 31st December, 2019.

The financial information relating to the year ended 31st
December, 2019 that is included in the 2020 Interim Report
as comparative information does not constitute the Company’s
statutory annual consolidated financial statements for that year
but is derived from those financial statements. Further information
relating to these statutory financial statements required to be
disclosed in accordance with section 436 of the Hong Kong
Companies Ordinance is as follows:

The Company had delivered the financial statements for the year
ended 31st December, 2019 to the Registrar of Companies as
required by section 662(3) of, and Part 3 of Schedule 6 to, the
Hong Kong Companies Ordinance.

The Company’s auditor has reported on those financial
statements. The auditor’s report was unqualified; did not include
a reference to any matters to which the auditor drew attention by
way of emphasis without qualifying its report; and did not contain
a statement under sections 406(2), 407(2) or 407(3) of the Hong
Kong Companies Ordinance.

The unaudited interim condensed consolidated financial
statements have been approved and authorised for issue by the
Board of Directors of the Company (the “Board”) on 20th August,
2020.

2020 RERXEHE MIREARAT
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SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited interim condensed consolidated financial
statements have been prepared on the historical cost basis except
for certain financial instruments, which are stated at fair value, as
appropriate.

The accounting policies adopted in the unaudited interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2019, except for
the adoption of the new/revised Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include individual HKFRSs, HKASs
and Interpretations) as disclosed below.

Adoption of New/Revised HKFRSs - effective 1st January,
2020

In the current period, the Group has applied for the first time the
following new/revised HKFRSs issued by the HKICPA, which are
relevant to and effective for the Group’s financial statements for
the annual financial period beginning on 1st January, 2020.

Amendments to HKFRS 3 Definition of a Business

Amendments to HKAS 1 Definition of Material
and HKAS 8

Amendments to Interest Rate Benchmark
HKFRS 9, HKAS 39 Reform
and HKFRS 7

The adoption of these new/revised HKFRSs has no significant
impact on the Group’s unaudited interim condensed consolidated
financial statements.
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TURNOVER AND REVENUE 3.

Turnover represents revenue of the Group of HK$25,382,000
(2019: HK$15,195,000) and the gross proceeds from disposal
of held-for-trading investments of the Group of HK$105,251,000
(2019: HK$140,961,000).

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

2020 RERXEHE MIREARAT

ERBHEEA

BEEHEASE 2 M A25,382,0008 (=
—N& 115,195,000 70 ) R A £ B &4 1E
BEREMBHIBMATE105,251,0008T(=F
— L : 140,961,000 7T) °

RERBERREASEI REBZMAMT

Unaudited
AEER
Six months ended 30th June,
BEAA=THLEAEAR

2020 2019
ZBCEF “Z-NE
HK$’000 HK$'000
TR T
Interest income from financial assets A FE A2 E KR
at FVOCl BBEEZFIBIMA 9,414 4,417
Interest income from bank deposits BATFFBBA 125 996
Total interest income derived from REFRAFEABE
financial assets not at FVPL MHEEZBFBRA 9,539 5,473
Dividend income RREMA
— Listed investments - tHmikE 11,160 6,826
— Unlisted investments —JFEMERE 2,480 2,896
Distribution from perpetual securities & Bk EEH 2,203 -
25,382 15,195
OTHER NET LOSS 4. HttEEBR
Unaudited
REER
Six months ended 30th June,
BEXA=THLAER
2020 2019
- St 1-3 —Z-NF
HK$’000 HK$'000
THET FHT
Net loss including interest income on A TLEEH ABHABEE
financial assets at FVPL ZFER(RERNEKE) (22,425) (10,872)
Realised gain on disposal/redemption of & /B [EE A FE A Ef
financial assets at FVOCI 2EAREABEEZ 2R 1,827 =
Sundry income HERA 355 665

(20,243) (10,207)

11
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SHK HONG KONG INDUSTRIES LIMITED 2020 INTERIM REPORT

SEGMENT INFORMATION

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 used 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.

LOSS BEFORE INCOME TAX

Loss before income tax is arrived at FEHAIER
after charging: BB TIIEE
Management fee (Note 15(a)) EEER (H:E15()

Employee benefit expenses (including  EEEFIF S (B3F

Directors’ emoluments) (Note 15(g))

EEWS) (M156)

)

AHER

REFEHBREERNESH - DHERNZH
TARBERZREAHARE  ABER2HE
HERTEET R WITESRAELET
Mt B R BEBEE - AEREREES
FBRELBEBR D BB FRA O SR
;ﬁﬁé%%ﬁﬁiﬁW%ﬁﬁimﬁﬁﬁ%—

RREBMBRELRESRE  RETHZR
FTAREHTEZOABUBERUHAZED
TEFRTAERZEBAKNERD B L ER
ZEARNRS  AEBAFIEAERTARE

—REENE - HETE2HHRE -

FERAGE
Unaudited
REER
Six months ended 30th June,
BEXA=THLAER

2020 2019
—E-EE& —E-NEF
HK$’000 HK$'000
TR THET
7,920 8,213
1,564 1,531




INCOME TAX EXPENSE

No Hong Kong profits tax has been provided for the six months
ended 30th June, 2020 and 2019 as certain subsidiaries of
the Group have no estimated assessable profits and certain
subsidiaries of the Group have sufficient tax losses brought
forward to set off the estimated assessable profits.

LOSS PER SHARE ATTRIBUTABLE TO THE OWNERS OF THE
COMPANY

The calculation of basic loss per share for the six months
ended 30th June, 2020 is based on the loss attributable to the
owners of the Company of approximately HK$7,802,000 (2019:
approximately HK$8,144,000) and on the weighted average
number of 4,111,704,320 (2019: 4,111,704,320) ordinary
shares in issue during the period.

Diluted loss per share for the six months ended 30th June, 2020
and 2019 is the same as the basic loss per share as the Group
had no dilutive potential ordinary shares during the period.

DIVIDEND

At a Board meeting held on 20th August, 2020, the Board
resolved not to declare an interim dividend for the period (2019:
Nil).

2020 RERXEHE MIREARAT

FrEsipx

MRBE-_Z_ZEER_T-AF~A=1HL
ANEAREEE THEA R L EE T EEHEF
RALBETHERAE A ABELE
EHETERBRR - O ERERNEHER
BiE -

ADAREAEESRER

HE-T-TEAA-TALEAMASRERS
BILREARAREE AREEELD7,802,000%8
T(ZE N4 : 498,144,000 1) RAHEE
BATE R 2 METIHH4,111,704,320/% (=
TN : 4,111,704,320/%) 5+ & o

HBRERASETE LSBT TRR - K8
EE_EER-F-NEAA=THIEAEA
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SHK HONG KONG INDUSTRIES LIMITED

10. FINANCIAL ASSETS AT FVOCI

2020 INTERIM REPORT

10, BAVEFARMEZEUSHBEE

Unaudited Audited
REER &%
30th June, 31st December,
2020 2019
ZEoBF —T-NF
~A=tH +-A=1+—-AR
HK$°000 HK$'000
THT THT
Non-current Eiik)
Listed debt securities, at fair value tiERES - BATE
— Listed outside Hong Kong —FHBLSN T 69,465 112,434
— Listed in Hong Kong —&BLm 50,916 45,014
120,381 157,448
Current TE
Listed debt securities, at fair value tHEBES  BATFE
— Listed outside Hong Kong il 48,304 -
— Listed in Hong Kong -&B LW 7,842 8,030
Unlisted debt securities, at fair value 3k FEBES - RAFE 15,337 -
71,483 8,030
191,864 165,478
11. FINANCIAL ASSETS AT FVPL 1. BATEFABRHEEE
Unaudited Audited
REEL BE%
30th June, 31st December,
2020 2019
ZECEf —E-NF
~B=tH +-A=+-H
HK$°000 HK$'000
TEx THET
Non-current FRE
Unlisted equity securities ELRAES 210,751 187,835
Listed perpetual securities EmXkEES 82,151 61,280
Listed debt securities ETHERES 8,641 8,851
At fair value BATE 301,543 257,966
Current pioko ]
Equity securities held for trading, BEEEEZRAZES
at fair value BRTFHE
— Listed in Hong Kong -BELm 272,773 287,373
— Listed outside Hong Kong 1] 252,613 296,431
Market value of listed equity securities  HEEEE 2 FTRAZEH
held for trading ZE 525,386 583,804
826,929 841,770




12. TRADE AND OTHER RECEIVABLES AND PREPAYMENT

2020 RERAERE

12. BSRAMERIRRARE

MIBRARRAT

Unaudited Audited
REER BEZ
30th June, 31st December,
2020 2019
ECEF —TNE
AA=TH FFa s = 1E
HK$°000 HK$'000
TiEx THT
Trade receivables (Note) B 5 R (FieE) 1,128 541
Other receivables Hib YR 1 26
Prepayment BNFE = 449
1,129 1,016
Note: Bz

There is no specific credit term 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

FAEEYERHEEEEAN - BAFHEEST
BEEERHNEEE - UTARSRYFRNES
BAEEERAHHAENRERIN -

date:
Unaudited Audited
RIEER B2
30th June, 31st December,
2020 2019
bt 223 “E-NF
SH=A IR P
HK$’000 HK$'000
TER TET
Within one year —&R 1,128 541
13. CASH AND CASH EQUIVALENTS 13. BE&RBELEEN

Unaudited Audited
REER BEZ
30th June, 31st December,
2020 2019
b St 33 —TNF
~A=tH T=ZRA=+-H
HK$°000 HK$’'000
FTER FHT

Cash on hand and at banks and other ~ FBEE & RFTR
financial institutions Hih e piEEm 9,575 7,665
Short-term time deposits RHETHER 52,732 78,467
62,307 86,132

15
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15.

2020 INTERIM REPORT

14. SHARE CAPITAL 14, BE
Number of shares HK$’000
RAOEE FHx
Ordinary shares, issued and fully paid: &% BB RERE
At 1st January, 2020 R-B-T&E

and 30th June, 2020 k=—ZE-_FFXA=tAH 4,111,704,320 918,978

RELATED PARTY TRANSACTIONS 15. HEBEALZRS
Save as those disclosed elsewhere in these unaudited interim BRRARERZTHERRENBREE BN
condensed consolidated financial statements, significant related &N AEERBE-T-SF A=1H

party transactions entered into by the Group for the six months
ended 30th June, 2020, of which (a) below also constitutes the
discloseable continuing connected transaction, (b) and (c) both
constitute the exempt connected transactions under the Listing
Rules, were:

Yu Ming Investment Management SEKEERFRAT
Limited (“YMIM”) ((B#REER])
Management fee EREM

LEAERAETZEXRRRBEAL RS (BE
EHHRA - Eh Tl () FERATRENEE
BERS (DR EBRERL IR )
T

(@)

Unaudited
REER
Six months ended 30th June,
BEXA=THLAEAR

2020 2019

S e i
HK$’000 HK$°000
FE7 a7
7,920 8,213

On 26th July, 2018, an investment management agreement
(the “Investment Management Agreement”) was entered
into by the Company and YMIM, which was approved by
the independent shareholders of the Company on 12th
September, 2018. Under the Investment Management
Agreement, YMIM agreed to assist the Board with the day-
to-day management of the Group from 1st January, 2019 to
31st December, 2021. 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.

RIE-NE+AZ+AB ARFAEE
BREEEBIU—MREERRE(RE
EBHE])  YR-E-NEAAT=H
BEADRABUREILE - REREEER
% BURACERERHEZTHIL
SEZARER  AUME-3-NE-
A—BEZZ=-§+-A=t-H5
HBREERUZHESATBBAL AR
BAZGABERE1 5% EERE (]
2ERENEEARGK—BZUBRAR
AEBAZERRZGAEEFEZTY
YHERRNGFEHRESN) | RIBERE
ETZA=+-RBUEFURBRLAE
BAZBERGEEEFEREAAAR
EHREERZAENERZSAVRE
EEREATSBADAREE Az CERE
ABEFEHEI20%2EHER



15. RELATED PARTY TRANSACTIONS (continued)

@

(continued)

YMIM was a fellow subsidiary of the Group for the period
from 1st January, 2019 to 24th July, 2019 and became the
Group’s related company afterwards. Mr. Warren Lee Wa
Lun was common director of the Company and YMIM.

The Group reimbursed YMIM in respect of occupying office
space and sharing office and equipment expenses in
accordance with the Investment Management Agreement.
The reimbursement for the period paid or payable to YMIM
was approximately HK$566,000 (2019: approximately
HK$449,000).

During the six months ended 30th June, 2020, the
commission expenses charged by Sun Hung Kai Investment
Services Limited, an associate of AGL, was approximately
HK$1,000 (2019: approximately HK$236,000) for securities
transactions entered into.

No notes issued by a fellow subsidiary, classified as financial
assets at FVOCI and included in listed debt securities, as
at 30th June, 2020 and 31st December, 2019 was held by
the Group. No interest income from the note was recognised
during the period (2019: approximately HK$745,000).

Key management personnel of the Group are members of the
Board. Key management personnel emoluments are set out
below:

15.

8
@)

2020 RERXEHE MIREARAT

AREALZRS(E)
(&)

AEEATEALENAS 157

2 NELAZ IR
SHBATRA AR SR BRR LT
FRRALARANRERRAER LR
RES-

AEERBREEE R
BERERRAZZARAZRDERK
BAX - ZHHENRENHESHRE
EEAX 2 & EH566,0008L(ZF— A
1 47449,000%57T) °

SHERERAY

ﬁj: 7—7%/\)? +EU:/\IEW
HEEBZHERAMEERERBAR
ARHBETEFRHURALERL
1,0008 7T (= —ALF : #236,0007%

) o

RZZ-TEXA=+AR-FE—N%
+7H_+ =10 $ﬁ@1ﬂﬁﬁﬂ%w
ARBTZER(DEARATETA
HM%EW\Mﬁﬁé&@Awtm1%
7) o B EREAR B R E R Z FI B
A(:%— & #)745,000%57T) °

AGEZIREERBREEFENE -
EEREZHENT :

Unaudited
REEL
Six months ended 30th June,
BEAA=THLAEA

2020 2019

—B-8E —E-NE

HK$’000 HK$'000

TiEx FTHT

Directors’ fees EEHE 463 430

Salaries and other benefits HeREMET 1,048 1,048
Retirement benefits scheme RINEREHE

contributions [ 53 53

1,564 1,531
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16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

(a) Financial Assets carried at Fair Value

The following table presents financial assets measured at
fair value at the reporting date in accordance with fair value
hierarchy. The hierarchy groups financial assets into three
levels based on the relative reliability of significant inputs
used in measuring the fair value of these financial assets.
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 is categorised in its entirety is based on
the lowest level of input that is significant to the fair value
measurement.

During the six months ended 30th June, 2020, certain
listed debt securities and listed perpetual securities were
reclassified from level 2 to level 3 as no market value was
available as at 30th June, 2020 and valuation model were
used for valuation of these securities. At 30th June, 2020,
fair value of those certain listed debt securities and listed
perpetual securities was approximately HK$21,481,000
(31st December, 2019: approximately HK$23,114,000).
The Group’s policy is to recognise transfer between level
2 and level 3 as of the date of the event or change in
circumstances that caused the transfer.

16.

SMIAZATENE

(@)

RATEFIRNHBEE

TREFIRBATERE RESARA
TEAENHBEEZEH - HEBRE
AENEHBAECATERRANEER
AERBANRYETEY  SUBEEHD
RZEMNAR - RPERBARUTEE -

F—E  HREERABNERTS

HMIRECRIFRR) -

 : F-ERRRZHREN
FEERABURRZEA  TRE
E(EDmER) ZRE(ENREER)
R

- BEE:AERARUFREIVESR
MEREZAAGEIRREGA) -

FERBDENYATE BN ERE
A TBAZRER: B> RENBAR
EORBAA -

BE-_Z-_ZFAAZTRHLAERY
B ETLmEFERETKE
F_EENHERE=E AN-ZT_%Z
FRA= +Hiﬂmﬁ&%maﬁﬁmﬁ
ﬁﬁ HihE TEAH*+
&%Fimfﬁn ik
;ﬁﬁmmAmnm%qu
+ZA=+—8: #23,114,000% ) °
AEECBRAREHE_BRE=E
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16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(a) Financial Assets carried at Fair Value (continued)

The financial assets measured at fair value in the statement
of financial position are grouped into the fair value hierarchy

2020 EAEERE HIREARAT 19

16. SRMIACAVENEE)

(a) RAVEIRNHBEE(E)

RABRARANEAFEFAEZHBEEE
To8l D RAT M ATFERRE :

Unaudited
REER
30th June, 2020
“E-Z5XA=1H
Level 1 Level 2 Level 3 Total
£-E et ] %= aE
HK$’000 HK$°000 HK$°000 HK$’000
THERT THERT TET TET

- 149,828 26,699 176,527

= 15,337 N 15,337

525,386 = - 525,386
= 70,174 11,977 82,151

= 8,641 = 8,641

as follows:
Assets BE
Financial assets BRAFEFALb2ERE
at FVOCl RBRE
— Listed debt securities (Notes 16(0) — i fE#E S (FiE16(b)
and 16(c)) %16(c))
— Unlisted debt securities —FEmERER
(Note 16(b)) (FizE16(b))
Financial assets at FVPL BATEFABRNBEE
— Listed equity securities held for
trading
— Listed perpetual securities
(Notes 16(b) and 16(c)) (Bft=E16(b) & 16(c))
— Listed debt securities -t TEBES
(Note 16(h)) (Bft=E16(b))
— Unlisted equity securities —ELETRAES
(Note 16(c)) (Bit&E16(c))

= - 210,751 210,751

Total fair value ATEER

525,386 243,980 249,427 1,018,793
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16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
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16. SRMIAZAVENESE)

(continued)
(a) Financial Assets carried at Fair Value (continued) (a BRATEFIRNHBEEZ)
Audited
BEZ
31st December, 2019
—E-hF+=A=t+-H
Level 1 Level 2 Level 3 Total
£ F-E F=E k]
HK$'000  HK$'000  HK$'000  HK$'000
FTHT THET FEx THET
Assets {3
Financial assets BATEF AL 2 AR
at FVOCl A E
— Listed debt securities (Notes 16(b) — M {&E#E 5 (HiFE16(b)
and 16(c)) R16(c)) - 154903 10575 165478
Financial assets at FVPL AFEFANEEMBEE
— Listed equity securities held for ~ —3#EEEEZ LA
trading 583,804 - — 583,804
— Listed perpetual securities
(Note 16(b)) (B=E16(b)) - 61,280 - 61,280
— Listed debt securities — EMERES
(Note 16(b)) (B=E16(b)) = 8,851 = 8,851
— Unlisted equity securities —JE LR AES
(Note 16(c)) (B#16(c)) - - 187,835 187,835
Total fair value NFERE 583,804 225,034 198,410 1,007,248

During the six months ended 30th June, 2020, other than
the transfer of certain listed debt securities and listed
perpetual securities from level 2 to level 3 explained under
16(a) above, there were no other significant transfers
between levels of the fair value hierarchy (2019: Nil). There
has been no change from the valuation technique used in

prior periods.

BE-Z-ZFERA=THLR
B BLii6@@BEET LMEFESR
THKEEFME-_BEREE=EI
AYERBERZ AL EAGERES (=
T-NE ) BESHERNRERE
Wi

CUR

A#



16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(b)

(©)

Valuation Techniques and Inputs used in Level 2 Fair
Value Measurements

Listed and Unlisted Debt Securities and Listed
Perpetual Securities

The debt securities and listed perpetual securities are
recognised at fair value at date of initial recognition and
subsequently measured at fair value at each reporting date.
As at 30th June, 2020 and 31st December, 2019, the fair
value of the debt securities and listed perpetual securities
were calculated based on active market mid-market quote
plus accrued but unpaid interest and the present value
of contractually determined stream of future cash flows
discounted at the required yield, which was determined with
reference to instruments of similar terms.

Valuation Techniques and Inputs used in Level 3
Fair Value Measurements

Fair value of certain unlisted equity securities, listed debt
securities and listed perpetual securities in level 3, have
been determined by a firm of independent professional
valuer, Greater China Appraisal Limited, using valuation
techniques.

(i) Unlisted Equity Securities

Quoted market price, pricing multiple and black-scholes
model are used for valuation of certain unlisted
equity securities. Significant unobservable inputs
into the model were existing portfolio value ranging
from USD25.2 million to USD11,785.3 million (31st
December, 2019: ranging from USD24.6 million to
USD9,972.6 million), volatility ranging from 14.56% to
94.80% (31st December, 2019: 12.30% to 49.51%),
return correlation ranging from -0.20 to 1 (31st
December, 2019: -0.03 to 1) and discount rate of
0.25% (31st December, 2019: 1.71%).

Certain 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 values of the unlisted equity securities are provided
by the relevant investment managers. The Group has
determined that the reported net asset values represent
fair value of these unlisted equity securities.

16.

2020 RERAERE

MIBRARRAT

SRMIAZATEGEE)

(b)

()

HERMRE _EAVEAEARAZE
ABE

LIARFLTEERSR ETKRES

BEEHFRNRERR
ﬁiﬁ?“Fﬁﬁ

ﬂ ﬁﬁ&%&l
E-R-Z-ZFXA=tAR=Z-N

FTZA=1+—R EFFHFRLETKE
FHZ AT EATSRETEEMLET
BARMZFEREAER ZWERTEZ
KRB REREANET ZREMT
B BERzBERI2RALERRZIA
EE -

HERNRF=EAVEABAKA2E
ABE
FoRZETHEDRAZS - LHES
BHEREMKERF LA TEEHEBELE
EEEMEREFEARARMMGERMEM
B -

() FLTRARS

HETHLETRAZ S 2 (HE - RE
BTmSMBzME EREEK
N7 —AFREER - ZERZEX
UBRGEAARRAHLEENT
25,200,000% 7% £ 11,785,300,000
En(ZE-AE+=ZRA=+-
B : A F 24600000 % T =
9,972,600,000% 7T) * KB EN T
14.56%£94.80% (= F— A&+ =
A=1—H :12.30%%49.51%) '
HEZENT-0.20E1(ZF—h&
+=A=+—A8:-0.03F1) ki
0.25%(ZE-NnE+=RA=+—
B:1.71%) ¢

EFHEMREBFURERRZ 2

ABEFE - REEBZHH 1%
A # - EEENEERANERA
BRAGENEEFERDE - 5
IiBAES DA BERRRR
BERRM - AEEUZ R EER
EfERFLTRAE R A FER-

21



22

SHK HONG KONG INDUSTRIES LIMITED

2020 INTERIM REPORT

16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(c) Valuation Techniques and Inputs used in Level 3
Fair Value Measurements (continued)

(ii)

(iii)

(iv)

Investment in Sub-Participation

Discounted cash flow with credit exposure adjustment
is used for valuation of investment in sub-participation.
Significant unobservable inputs into the discounted
cash flow were risk free rate of 0.24% (31st December,
2019: 1.69%), implied credit spread of 19.41% (31st
December, 2019: 14.59%), effective interest rate of
19.65% (31st December, 2019: 16.28%), probability
of default of 26.59% (31st December, 2019: 39.42%)
and recovery rate of 38.13% (31st December, 2019:
38.60%).

Listed Debt Securities

The fair value of the listed debt security is determined
based on discounted cash flows. Future cash flows are
estimated based on expected cash flows discounted at
rate taking into account the credit risk of the issuer.

The significant unobservable input is the discount rate
which is estimated by an independent professional
valuer with reference to S&P Capital 1Q credit rating
model and based on latest audited financial statements
of the parent company of the issuer. The directors
of the Company considered that the relationship
of unobservable inputs to the fair value of such
investment is in negative relationship that the higher
the discount rate, the lower the fair value.

Listed Perpetual Securities

Hull-White model is used for valuation of a perpetual
bond without market price/quote. Significant inputs
into the model were effective interest rate of 8.72%,
mean-reverting rate of short rate of 0.01, and short
rate volatility of 0.01.

The management believes that possible changes in the input
values and business or economic circumstances would not
cause significant change in fair value of the financial assets
under level 3.

16. @MIACATEFEE)

() HERMRE=
ABB(E)

(iii)

(iv)

EATESEBAFA2E

WESHERE

HNBE2EREZIEE REAT
%E@kﬂgm%ﬁﬁﬁmi°&
BEREREZEATABREA
AERRLE024%(ZF—NF
+ZA=1+—H:1.69%) ' B&H
ERMZE19.41%(ZF-AF+=
A=+—H :14.59%) * EEF %
19.65% (=2 —nF+-A=+—
H:16.28%) ' BHIHE%E26.59% (=
F-AFTZA=1—0 :39.42%)
RRER38.13%(ZF—NF+=A
=+—H:38.60%) °

rHERRS
IHEBESZ ATERERRRS
//\LEEE *%ﬁﬁmui@ﬁ ﬁ’&
BIAZEERBRZFRER 2 RE
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EATABRGALEABUELR
BEI2ZS&P Capital 10 AF4E
BYREFTARRARHEERY
BREMAGHZBRE - XARE
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ZATERGFEEEEEE - MR
RHE DFEBE -
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16. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

(continued)

(c) Valuation Techniques and Inputs used in Level 3

Fair Value Measurements (continued)

Reconciliation for financial instruments carried at fair value

2020 RERAERE

16. SRMIACAVENEE)

MIBRARRAT

c) FHERHRE=ELAVEFERRAZH

ABE(E)

EREXTUBEGAUR(F=B) KA

based on significant unobservable inputs (Level 3) are as AENSRTAEZHENT :
follows:
Unaudited Audited
RIEER WERZ
30th June, 31st December,
2020 2019
—BCEF —T-NE
~A=tH +=—R=+—-H
HK$’000 HK$’'000
TiEx FTHT
At st January W—A—H 198,410 157,555
Transfer from level 2 BYOFE_E 21,481 -
Additional securities acquired HEAES 9,552 13,289
Net gain recognised in B ER
profit or loss FE 20,778 27,449
Net change in fair value recognised in R E 2 EKHEAATE
other comprehensive income FEE) (794) 117
At 30th June/31st December WAR=+B/+=A=+—H 249,427 198,410

(d) Fair Values of Financial Assets and Financial (d)
Liabilities not Reported at Fair Value

TUATEIENHBEERMEEEN
ATE

R-B-_ZEEAA=+ER-E-AL%F
tZA=1t—8 FEEERKAKEEH
ARz ERMIANEEERLATE

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially different
from their fair values as at 30th June, 2020 and 31st

December, 2019. VEEARF o
17. CAPITAL COMMITMENT 17. BREE
Unaudited Audited
RIEER BER
30th June, 31st December,
2020 2019
—E-EE —Z-NEF
~A=ZTAH +=A=t—-H
HK$’000 HK$'000
THR FAT
Contracted for but not provided in the BENERE
condensed consolidated financial R A M RE
statements L B
— Financial assets -HBEE 3,855 6,383
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IMPACT OF NOVEL CORONAVIRUS OUTBREAK TO THE GROUP

When COVID-19 spread to major western economies, the global
economy was once on the brink of paralysis in March. Fortunately,
global central banks and governments have swiftly adopted
aggressive fiscal and monetary policies to bolster the economies
and global financial liquidity. Since March, global equity markets
have rebounded strongly.

The Group adopts a two-pronged approach: favouring stocks
either with (i) structural growth prospects (despite higher
valuation) or (i) very attractive valuation, stable earnings or high
sustainable dividend yield. Meanwhile, our bond portfolio with
medium yield has so far met our expectation to provide a stable
income stream amid the volatile investment environment.

In preparing the consolidated financial statements, the Group
applies fair value to measure its financial assets at FVOCI and
financial assets at FVPL. In 2020, fair value of the Group’s
financial assets at fair value may be subject to fluctuations due
to the COVID-19 outbreak. The Group will keep monitoring to the
situation of the COVID-19 and react actively to its impact on the
financial position and operating results of the Group, in particular
the impact of the fair value of financial instruments classified
as level 3 in the fair value hierarchy, and expected credit losses
for the Group’s financial assets at FVOCI and amount due from
associates.

FABRESRBEHFEENTE

2019BRABRE T ER T LEE - 2IRE
ERZAE—ERBBEI RN - FMBIRRIT
RERHHIRBRBEE . EREEREK
ARRAEERNEZRESRE - 2RRTB
ZARCRERE -

AEBERBEERT 2EH - MRER()EDERE
EREASRIERRAS - H()EEERS
BNBERRERERERSZEE - BYF
B BfirEhEcBEFARERTAES 1
BB RERETRERE RS R o

ERRGAUBRRE  ARBERALTEAE
HRATEAALZARENBEERRRT
Bt ABRYBEE - AT _FF  AREY
BEEMATEAER019ERREREEL
BKE  AEEERELR2019ERRERE
RERR  TERGEHAHEERSAEBNYG
HRREEEBNTE  BRREATERED
BRE-ZENSRIANATE URAEER
AFEFARCEARGHHEAERRIBER
ARANEREREBRNYE -



MANAGEMENT DISCUSSION AND ANALYSIS

Overview

The Group recorded a net loss attributable to the owners of the
Company in amount of approximately HK$7.8 million (2019:
approximately HK$8.1 million) for the six months ended 30th
June, 2020 (the “2020 Interim Period”), comprising loss of
approximately HK$30.9 million from investment in equity
securities and associates (2019: approximately HK$22.8 million),
fair value gain of approximately HK$20.4 million from investment
funds and sub-participation (2019: approximately HK$19.9
million) and profit contribution of approximately HK$15.3 million
from bond investments (2019: approximately HK$5.1 million).

Hang Seng Index and Hang Seng China Enterprises Index
decreased by 13.3% and by 12.6% respectively over the 2020
Interim Period, the Group’s net asset value attributable to the
owners of the Company decreased by 1.0% to HK$1.1 billion at
the end of the 2020 Interim Period.

Investment Review
As at 30th June, 2020 the Group’s major investments were as
follows:

Investments Description

Listed Equities HK$525.4 million of a portfolio of listed
shares in twenty-four companies

Fixed Income HK$282.7 million of fixed income instruments

issued and/or guaranteed by an overseas
government and seventeen companies (listed
in Hong Kong and overseas and unlisted)

HK$150.3 million in seven investment funds

Investment Funds

Sub-participation of HK$60.4 million in an
unlisted investment

Sub-participation in
Unlisted Investment

HK$23.5 million in one direct investment in
unlisted equities

Direct Investment in
Unlisted Equities

The Group’s portfolio of investments mainly comprised securities
in Hong Kong, Taiwan, United States and Malaysia.

The Group’s fixed income investments and unlisted equities
investments, including funds investment, contributed most of
the profit in 2020 Interim Period while value of listed equities
investments declined during the period.

2020 RERXEHE MIREARAT
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i
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53 EEH7,8000008TL(ZE—NE: 4
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MANAGEMENT DISCUSSION AND ANALYSIS
(continuea)

Significant Investments Held and Prospects
As at 30th June, 2020, the Group held the following significant
investments:

1. Tatung Co., Limited (“Tatung”)
Market value of Tatung as at 30th June, 2020 amounted
to 15.0% of the Group’s total assets. No realised gain/loss
was recorded but unrealised profit of approximately HK$1.9
million from Tatung was recognised during the 2020 Interim
Period.

Performance: for the financial year ended 31st December,
2019, the net revenue of Tatung group decreased by
42% to approximately NTD35,423 million, compared
with the corresponding period of last year. The decrease
was primarily because of the drop in revenue from optical
department to approximately NTD1,508 million during the
financial year 2019 from approximately NTD24,019 million
during the last financial year. The net profit attributable
to Tatung shareholders rose to approximately NTD2,876
million for the financial year 2019 from net loss incurred by
Tatung of approximately NTD10,643 million for the previous
financial year. The improvement in net profit attributable to
Tatung is due to (i) the improvement in gross profit margin;
(if) the reduction in research and development expenses;
and (iii) gains on disposal of property, plant and equipment
and gains on disposal of investments.

Prospects: in June 2020, some foreign investors convened
an extraordinary general meeting of Tatung (“Tatung EGM”)
to replace the incumbent board of directors with new board
members to the Tatung board. However, alleging that
the said foreign investors were disguised non-exempted
mainland Chinese investors, the incumbent board declared
the votes cast by the said foreign investors null and void in
the Tatung EGM and the incumbent board continued to stay
in power. On 12th August, 2020, the Ministry of Economic
Affairs (“MoEA”) approved an application by some individual
and institutional shareholders to hold another extraordinary
general meeting to elect new members to the Tatung board
again. The deadline of holding such a meeting is at the
end of November 2020. As at the date of this 2020 Interim
Report, there is no appeal lodged by the incumbent board
against the decision of MoEA. As the potential change in
Tatung board is a very significant event, we will closely
monitor the developments.

Investment strategy: the Company adopts the general value-
investment thesis: hold the investments until its market
price exceeds its intrinsic value.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continuead)

Significant Investments Held and Prospects
(continuea)

2.

Sub-participation in Kovan Limited (“Kovan”)

Fair value of Kovan as at 30th June, 2020 amounted to
5.5% of the Group’s total assets. No realised gain/loss was
recorded but unrealised profit of approximately HK$6.3
million from Kovan was recognised during the 2020 Interim
Period.

Performance: investment in Kovan is an unlisted structured
loan investment completed in 2015. The loan is originally
due in October 2021. As the maturity date is approaching
and the borrower is obliged to repay the principal and the
accrued interests upon maturity, the fair value of our stakes
in Kovan has increased gradually.

Prospects: to the best knowledge of the Company, the
borrower is considering early repayment of the loan in
2020. We will closely monitor the developments.

Investment strategy: as an unlisted structured loan
investment, the Company generally will hold the investment
till repayment.

New Oriental Education & Technology Group Inc.
(“New Oriental”)

Market value of New Oriental as at 30th June, 2020
amounted to 5.1% of the Group’s total assets. No
realised gain/loss was recorded but unrealised profit of
approximately HK$3.6 million from New Oriental was
recognised during the 2020 Interim Period.

Performance: for the financial year ended 31st May,
2020, the net revenue of New Oriental group increased
by 16% to approximately US$3,579 million, compared
with the financial year ended 31st May, 2019. The
increase was primarily because of the increase in total
student enrollments in academic subjects tutoring and
test preparation courses in the financial year ended 31st
May, 2020. The net profit attributable to New Oriental rose
by 74% to approximately US$413 million for the financial
year ended 31st May, 2020 compared with the financial
year ended 31st May, 2019. The improvement in net profit
attributable to New Oriental was due to the increase in
revenue and improvement in operating profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continueq)

Significant Investments Held and Prospects
(continuea)

3. New Oriental Education & Technology Group Inc.
(“New Oriental”) (continuea)
Prospects: according to the management of New Oriental,
the outbreak of COVID-19 strained its key business lines
in the fourth quarter of the financial year ended 31st
May, 2020. There have been difficulties in acquiring new
customers, and the enrollment for summer courses has also
been delayed. In particular, the overseas related businesses,
including test preparation and consulting business, have
faced the most difficult challenges, due to cancellation
of overseas exams, suspension of overseas schools and
restrictions on travels. Looking ahead, New Oriental has
gradually resumed its offline operations in over 90% of
cities that it has presence in, with a vast amount of students
returning to its offline learning centres. The management of
New Oriental is optimistic about a recovery of business in
the coming new financial year.

Investment strategy: as an equity investment, the Company
generally adopts the general value-investment thesis: hold
the investments until its market price exceeds its intrinsic
value.

2020 ought to be one of the most memorable years in financial
history. When COVID-19 spread to major western economies,
the global economy was once on the brink of paralysis in March.
Investors opted for cash and all risk asset classes tanked. S&P
500, well considered as the best gauge of large-cap United
States equities, plunged by around 34% from peak in February
to trough in March. Hang Seng Index dropped by around 25%
from peak in January to trough in March. Fortunately, global
central banks and governments have swiftly adopted aggressive
fiscal and monetary policies to bolster the economies and global
financial liquidity. Since March, global equity markets have
rebounded strongly.

However, performances among securities of different sectors
diverged significantly. For example, growth stocks continue to
outperform value stocks by a wide margin. With lingering negative
impacts of the COVID-19 on the global economy, profitability of
many traditional companies is under severe pressure. Investors
stuck with structural plays (such as e-commerce, biotech) are
left relatively unscathed amid the uncertain world. Against
this backdrop, we adopt a two-pronged approach: favouring
stocks either with (i) structural growth prospects (despite higher
valuation) or (ii) very attractive valuation, stable earnings or high
sustainable dividend yield. Meanwhile, our bond portfolio with
medium vyield has so far met our expectation to provide a stable
income stream amid the volatile investment environment.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continuead)

Financial Resources, Liquidity and Gearing Ratio

As at 30th June, 2020, the Group had cash and cash equivalents
of approximately HK$62.3 million (31st December, 2019:
approximately HK$86.1 million), investments of approximately
HK$1,042.3 million (31st December, 2019: approximately
HK$1,030.6 million) and no bank borrowings as at 30th June,
2020 and 31st December, 2019. The liquidity position of the
Group enables us to respond to further investment opportunities
that are expected to generate better returns for the shareholders
of the Company. 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 30th June,
2020, was 0% (31st December, 2019: 0%).

Foreign Exchange Exposure

As at 30th June, 2020, the majority of the Group’s investments
was either denominated in Hong Kong dollars or United States
dollars. Exposures to foreign currency exchange rates arise out of
the Group’s overseas investments and cash balances, including
Renminbi, Malaysian ringgit, Thai baht, New Taiwan 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.

Interim Dividend
The Board resolved not to declare an interim dividend for the
2020 Interim Period (2019: Nil).

Guarantee

The Company has given guarantee to a financial institution to
secure banking facility available to a wholly-owned subsidiary
in the amount not exceeding HK$62.0 million as at 30th June,
2020 (31st December, 2019: HK$62.3 million).

Pledge of Assets
None of the Group’s assets is pledged as at 30th June, 2020
and 31st December, 2019.

Material Acquisition and Disposal

The Group did not have any material acquisition or disposal of
subsidiaries, associates or joint ventures during the 2020 Interim
Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continuea)

Events after the Reporting Date

There are no important events affecting the Group which have
occurred after the end of financial period for the six months
ended 30th June, 2020 and up to the date of this 2020 Interim
Report.

Staff Costs

The Group’s total staff costs (including Directors’ emoluments)
for the 2020 Interim Period amounted to approximately HK$1.6
million (2019: approximately HK$1.5 million).

Employees

The total number of staff of the Group, including Directors of the
Company, as at 30th June, 2020 was 6 (31st December, 2019:
6). 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.

COVID-19 Pandemic Response

The COVID-19 spread globally during the first half of 2020. The
Group has implemented, since January 2020, certain protocols
below to protect the health and safety of our workforce, their
families, local suppliers and neighbouring communities while
ensuring a safe environment for operations to continue as usual:

e measures to maximize social distancing and staff protection
within the offices;

e meetings are held off-site or by conference calls as far as
possible;

e cancellation of all non-essential travel;

e flexible and remote working plans for employees;

e self-isolation following outbound travel, development
of symptoms, or interaction with a confirmed case of
COVID-19 and do coronavirus test as and when necessary

at the Company’s cost;

e increased inventory of face mask, hand sanitiser and
hygiene supplies; and

e increased focus on cleaning and sanitation.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND

ASSOCIATED CORPORATIONS

As at 30th June, 2020, the interests and short positions of
the Directors and the Chief Executives 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
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFQ”)) which were notified to the Company and
The Stock Exchange of Hong Kong Limited (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”) as set out in Appendix 10 to the
Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong (the “Listing Rules”) were as follows:
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Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 30th June, 2020

R=Z-BFXA=tA

HERERTRG

EEpA g4 BRME RERGHE sgESt

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
Tz EnEEA faA

Albert Ho Beneficial owner Personal 2,296,000 0.06%
{3 EnEEA faA

Save as disclosed above, at no time during the six months
ended 30th June, 2020 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.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (continued)

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 of its associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange of Hong Kong pursuant to the Model
Code as set out in the Listing Rules.

SUBSTANTIAL SHAREHOLDERS

The following persons or corporations, having interest in 5% or
more in the shares and underlying shares of the Company as
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at 30th June, 2020, have been notified to the Company and I T A+ 2 Tﬁf‘\DZK R-E-EEXA
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Name of Substantial Shareholders Notes Capacity Nature of interests sharesheld  30th June, 2020
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Allied Group Limited (‘AGL") 1 Interest of controlled corporation Corporate interest 3,082,889,606 74.97%
BEERERAR((MEEE)) RERI AR RaEER
Lee and Lee Trust 2 Interest of controlled corporation Corporate interest 3,082,889,606 74.97%
REG AR ER AR
Many Merit Asia Limited (“MMA”) 3 Beneficial owner Beneficial interest 329,160,000 8.01%
EafEAA Eunlgn
Lin Wan Qaing 3 Interest of controlled corporation Corporate interest 329,160,000 8.01%
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. AGL held 3,082,889,606 shares of the Company through its wholly-
owned subsidiaries.

2. 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. The
Lee and Lee Trust controlled 74.95% interest in AGL (inclusive of
Mr. Lee Seng Hui’'s personal interests) and were therefore deemed
to have an interest in the said shares in which AGL was interested.

3. MMA holds 329,160,000 shares of the Company. MMA is wholly-
owned by Mr. Lin Wan Qaing. Therefore, Mr. Lin Wan Qaing is
deemed to have an interest in the said shares in which MMA is
interested.

Save as disclosed above, as at 30th June, 2020, the Directors
are not aware of any other persons, who have interests or short
positions in the shares or underlying shares of equity derivatives
of the Company which would be required to be disclosed to the
Company pursuant to Part XV of the SFO.

AUDIT COMMITTEE
The Company had an Audit Committee established in accordance
with Rule 3.21 of the Listing Rules.

The Audit Committee has reviewed financial reporting matters
and the 2020 Interim Report including a general review of the
unaudited interim condensed consolidated financial statements
for the six months ended 30th June, 2020. In carrying out this
review, the Audit Committee has relied on a review conducted
by the Group’s external auditor in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants and representations from management. The Audit
Committee has not undertaken detailed independent audit
checks.

COMPLIANCE WITH THE CODE PROVISIONS OF
THE CORPORATE GOVERNANCE CODE

The Company has applied the principles and complied with all
the applicable code provisions of the Corporate Governance Code
as set out in Appendix 14 to the Listing Rules during the 2020
Interim Period.
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct
regarding securities transactions by the Directors. Having made
specific enquiry of all Directors, the Company confirmed that all
Directors have complied with the required standard set out in the
Model Code during the 2020 Interim Period.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the 2020 Interim Period.

By Order of the Board

SHK Hong Kong Industries Limited
Warren Lee Wa Lun

Chairman

Hong Kong, 20th August, 2020
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REPORT ON REVIEW OF UNAUDITED INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

TO THE BOARD OF DIRECTORS OF SHK HONG KONG
INDUSTRIES LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the unaudited interim condensed consolidated
financial statements set out on pages 3 to 24 which comprise
the condensed consolidated statement of financial position of
SHK Hong Kong Industries Limited (the “Company”) and its
subsidiaries as of 30th June, 2020 and the related condensed
consolidated statement of profit or loss, condensed consolidated
statement of profit or loss and other comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant
accounting policies and other explanatory notes (the “unaudited
interim condensed consolidated financial statements”). The
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on
interim financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”). The
directors of the Company are responsible for the preparation and
presentation of these unaudited interim condensed consolidated
financial statements in accordance with HKAS 34.

Our responsibility is to express a conclusion on the unaudited
interim condensed consolidated financial statements based
on our review. This report is made solely to you, as a body, in
accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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Scope of Review

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

Conclusion

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

BDO Limited
Certified Public Accountants

Lo Ngai Hang
Practising Certificate Number: P04743

Hong Kong, 20th August, 2020
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