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OVERVIEW

The Group’s major income for the year ended 31st December,
2009 was derived from appreciation of investments in financial
instruments (including equities and bonds), balance payment received
for the Group’s interests in Grand China Air Company Limited (”Grand
China Air”), bond interest income and dividend from listed and
unlisted investments.

The Group recorded a net profit of approximately HK$295.6
million for the year ended 31st December, 2009 as compared to a
net loss of approximately HK$376.4 million in 2008. The net profit
included profit of approximately HK$236.0 million (2008: loss of
approximately HK$452.8 million) and approximately HK$45.2 million
(2008: approximately HK$0.6 million) generated from equities/
structured products and bonds respectively.

As at 31st December, 2009, the Group'’s net assets rose by 90.7%
or 60.3% (isolating net rights issue proceeds received) to HK$1,140.6
million. For comparison, Hang Seng Index rose 52%, and Hang
Seng China Enterprises Index increased by 62% during 2009. The
performance is particularly impressive as the Group’s cash and fixed
income investments represented about half of its portfolio, which in
our opinion has a much lower risk profile than equities.
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Investments Description

REEE 1A

Listed Equities

B

INVESTMENT REVIEW
As at 31st December, 2009, the Group’s major investments other
than its cash holding were as follows:

HK$545.5 million of listed shares

AR {B{&545,500,000/ 7T 2 £k %
Bonds bonds issued by 16 companies listed in Hong Kong and overseas
&% H16REB MG EMARIETZ BEH

Investment Funds

BREEE

Unlisted Warrants
FE ETRAREE

AREBZRAKREES  REBRE  FERAE &
& XE B AARPEZES - WRARERE Z
BER_TENFAREE2REEMS (LERRBER
M%) TS mEE L7 -

REBR EHFRRMNEFESIERAERE - £
FEEHITEAA NFERBL IR TE A LA 18 5
ENEEKE o BT HRFAFTERIAEH45,200,000/4 7T
SN BPIRESEE H A F(EEI14I31,000,000/8 T E 5T
AFEE  (ERFREMEEBAN—ID -

R-ZFZNFNA  FEMTZEZNEHFE &
1% #58250,000,00078 7T ©

& A Oriental Cashmere Limited ([ 764K ) 2 3%
BHF2EHRE - BRFFRZ ERFBEFESKF -

RE

ARRZEE((EEDRBRERNE ARRE - T
FNE-FENF A=+ ALEERRRE (T
TF ) -

2 investment funds investing in Asian markets and 1 bond fund

HEREDNTIHZREES R ABEFES

60,000 warrants in J. Bridge Corp., a company listed on the 2nd Section of Tokyo Stock Exchange
60,00013). Bridge Corp.(=RIEREFR ZE IR T2 RA)) L BIRIEE

The Group's portfolio of investment comprises securities in Hong
Kong, Malaysia, Taiwan, United States, Australia, Japan and China.
The value of our equities portfolio increased significantly during 2009
following the rally in the global stock markets, especially Hong Kong.

We have added significant investment in our bond portfolio in
the first half, which saw an appreciation beyond our anticipation and
some at an unjustified level. In addition to its contribution of HK$45.2
million to net profit for the year, about HK$31.0 million appreciation
in fair value of our investment in bonds was included in the reserve as
part of the other comprehensive income for the year.

In April 2009, the buyer of the interest in Grand China Air had
paid the final balance of HK$50 million.

Our investment in Oriental Cashmere Limited (“OCL") remains
fully impaired as the receivable of OCL remained at an alarmingly high
level.

DIVIDENDS

The directors of the Company (“Directors”) propose to preserve
cash for investment activities and do not recommend any dividend for
the year ended 31st December, 2009 (2008: Nil).
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Al S PROSPECTS

TEENFE BB AREE - SRIGEEN R The world economies experienced high volatility in 2009. With the
BEBFERRBITHE S ER 2T HERET @ 2815 unprecedented support programmes introduced by governments and
e S EWIENERTBEARAZINEZA - HE-_ZTZTHF central banks, we were surprised that the effect of the financial crisis
K &=EZEBERERDKAE - 2ERTISEBEE was not that strong nor long-lasting as generally expected. By the end
ATTIEEBEZNERERE - AT » — U M PIEHE of 2009, the worst seemed to be behind us. Global financial markets
E§ o started to stabilise and certain major economies returned to growth.

However, all these are still at an early stage.

RERAI Ak 2 HIE e 7T ARER 2B ERR 0 £ The timely completion of the rights issue in April strengthened
BRI EE ARE| hZz AREKE#E - S—FHHE * 5= the Group’s financial position and thus enables us to look for more
TENFHREZURKAEBZBZEHFRE  FfIHE attractive future investment opportunities. On the other hand, we
TEAKREEBEETIRS Nn= 2B o expect that the bond investments that the Group has accumulated

since the last quarter of 2008 should continue to realise satisfactory
returns in the years ahead.

BA—Z—FF - FERREHEIREERE 2 R As 2010 unfolds, maintaining a balance between loose monetary
3 %X,ZE.IJ{’EFH(@%mﬂﬂﬁx)ﬁzgiggiﬁﬁggzgB(JT‘ policies and their uncontrollable side effects, including high inflation,
FERERN 2 — KRHE - Bt - TRRARFEL RIS will be a significant issue that governments of major economies have
B EE  AREWERBE ° to tackle. There is therefore an overall consensus that economic

conditions will remain challenging with both opportunities and threats
in the coming year.

P

EWEST  NEESITELERSTRELERES With these circumstances in mind, the Group will continue
BHAS  BUHESREREERER - its cautiously optimistic approach to manage its portfolio so as to
maximise the returns on shareholders’ equity.

i

@

R RALR R R R RIGHTS ISSUE AND BONUS WARRANTS

BEARTNR-_ZEZAF=F _+WHBTZRE Pursuant to an ordinary resolution passed at the extraordinary
BRIA® @Ay —HETERASEE - ANAF UEHERE K general meeting of the Company held on 24th March, 2009, the
RZEZAFNA -+ =HRAEERKRREITARQ A Company raised net proceeds of approximately HK$181.9 million by
1,869,172,51 7 B AR EEO. 1076 T 2 FTRR (R EATIFE ~ issuing 1,869,172,517 new shares of HK$0.10 each of the Company
— R A e 3% — AR A AR S5 @H&{#Hﬁﬁﬁ{ﬁ%ﬁﬁ{ﬁ%o 10 ~and 373,834,503 bonus warrants of the Company‘(e‘xercisab'le from
WS TT ) I AR B)373,834,503 10 ALK 3R B i 7F (r +23rd April, 2009 to 22nd April, 2011) (“2011 Warrant") on 23rd j |
FRAREZRD)(IR_ZEZENFHA-_+=HZE ﬁ—— Aprll 2009 by way of a rights i issue to quallfylng sh ehold n the - \ -7 b= o
FmA =+ = BEHBANTTE) - %—E%ﬂﬁ@?ﬁﬁﬁﬁiﬁﬁﬂﬁ at the subscription: .

_ DR — ) =T —— FRRHEE ?}]ﬁwﬂﬁ{ﬁ%ﬁﬂﬁo 10 __._ _.prlch of HK$Q 10‘ber ights -'share and one 2011
- BR(ATHE)  SEMERE /¥§EQ{J181 gov“oogzﬁ__. s;.lbscr-rptlon prTce_onE |
T = e\ﬁ’y‘flgrlghts si[ares
= .7 i




06

SHK Hong Kong Industries Limited
W LBEA R AH

CHAIRMAN’S STATEMENT

B AR

R-ZFZTNF+-_A=1+—H8 ~A£BEEReKRE
ZLEYRIBITEIRF A ££251,100,0008 T M E (B
FEA#H PR A M) #9926,100,000/8 7T - R=ZZTZT A,
F o fEANINE EERIRTTIEE927,200,0008 7T + BAUR
BEAEEAZEENEFICEESZ ZINERR - 2NEE
EERBFNE @ E— SR EHA ARRSREER
HRzFe o

SN LB

RZZBZFNFT_A=1+—8 AEENAHBHERE
BBTTRETEE - DEEREXRARKEAKEET
BIMRE - MZFRETENRE - FRATMHEE - R
T A RERPETARKE - RAREEER
RITEFIN - ANEE B AIEE RS REHEINERR - 17
AEERBERR RINERBEIEEETE N - AEE
AT el RAEHIs i & R R R o

BR

AARMEEEWE D A AT IS #ERET B
#1255,100,00088 T(R=—_EZN\F+=_A=+—8:
155,000,000/ 70) M BEIRHER - R=ZZZThF
+=—A=+—8 ' E&AREE27,200,000F (== N
FE) e

BIRA
AEERBEE_TENFT_A=+T—HILFENE

TITRA(BIRESME)LFEE H%)/45,400,0008 L (=F
Z \4E : #93,100,000/87T) °

1
FER

BE —E-ZF=A=+H

B

FINANCIAL POSITION

As at 31st December, 2009, the Group had cash and cash
equivalents and pledged bank deposits totalling HK$251.1 million
and investments (including options embedded in contracts) of
approximately HK$926.1 million. During 2009, bank borrowings
denominated in foreign currency equivalent to approximately HK$27.2
million had been made in order to reduce the Group’s foreign
currency exposure due to bond investments in that particular currency.
The Group is well positioned to explore further opportunities that are
expected to generate better returns for our Shareholders.

FOREIGN EXCHANGE EXPOSURE

As at 31st December, 2009, the majority of the Group's
investments was either denominated in Hong Kong dollar or United
States dollar. Exposures to currency exchange rates still arise as
the Group has certain overseas investments, which are primarily
denominated in Japanese yen, Malaysian ringgit, Australian dollars,
New Taiwan dollars, British pound and China Yuan Renminbi. Other
than the British-pound denominated bank loans, the Group at present
does not have any contracts to hedge against its foreign exchange
risks. Should the Group consider its exposure and fluctuation in
foreign currency justify hedging, the Group may use forward or
hedging contracts to reduce the risks.

GUARANTEE

The Company has given guarantees to financial institutions to
secure borrowing facilities available to its wholly-owned subsidiaries
in the amount not exceeding HK$255.1 million (as at 31st December,
2008: HK$155.0 million). Facilities amounting to HK$27.2 million
(2008: nil) were utilised as at 31st December, 2009.

STAFF COSTS

The Group’s total staff costs (including Directors’ emoluments)
for the year ended 31st December, 2009 amounted to approximately
HK$5.4 million (2008: approximately HK$3.1 million).

Warren Lee Wa Lun
Chairman

Hong Kong, 26th March, 2010
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: Group for the la tfwe.flnanoal years is set out on page'13-

The Board of Directors of the Company (the “Board”) submit their
report together with the audited financial statements for the year
ended 31st December, 2009.

PRINCIPAL ACTIVITY
The principal activities of the Group include the investments in
listed and unlisted financial instruments.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2009
and the state of affairs of the Group and the Company at that date
are set out in the financial statements on pages 30 to 131.

The Board has resolved not to declare a dividend for the year
ended 31st December, 2009.

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,
2009, calculated under Section 79B of the Hong Kong Companies
Ordinance, 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. q

A summarylof the results and of the assets anct |I'abI|ItIeS:Of the '\ v
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DIRECTORS (continued)

In accordance with Article 101 of the Company’s Articles of
Association, Messrs. Warren Lee Wa Lun and Arthur George Dew will
retire by rotation at the forthcoming annual general meeting (“AGM").
All retiring Directors, being eligible, offer themselves for re-election at
the AGM.

The Company has received confirmations of independence 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
forthcoming annual general meeting 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 46, was appointed the Chairman of
the Board and ceased to act as the Managing Director of the Company
in March 2009. He became a Director of the Group in 2004 and is
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 Limited (“Stock Exchange of Hong Kong”). Mr. Lee is also
a non-executive chairman of Rotol Singapore Limited since November
2007. Rotol Singapore Limited is listed on the main board of the
Singapore Exchange Limited. Mr. Lee is an executive director of First
Natural Foods Holdings Limited (Provisional Liquidators Appointed)
("FNF") since December 2008. FNF 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.,
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 and
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"). Both of NTEEP and JIC
were listed on the main board of the Stock Exchange of Hong Kong
and subsidiaries of Nam Tai Electronics, Inc.. 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 45, 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 Quality HealthCare Asia Limited ("QHA"), a
company listed on the main board of the Stock Exchange of Hong
Kong and the director of investment of AGL, a substantial Shareholder
of the Company.

Non-Executive Directors

Arthur George Dew, aged 68, 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, a substantial Shareholder of the Company, Allied Properties (H.K.)
Limited and QHA.

Peter Lee Yip Wah, aged 67, joined the Group in 1998. Mr. Lee
is a solicitor in Hong Kong. He is also an independent non-executive
director of China Merchants Holdings (International) Corﬁpany'Limited
and Sinotrans Shipping Limited, both being companies listed on Stock
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Independent Non-Executive Directors

Ambrose So Shu Fai, aged 58, joined the Group since its
inception in 1990, is the executive director of SJIM Holdings Limited, a
listed company in Hong Kong. Dr. So is a director of the University of
Hong Kong Foundation for Education Development and Research. He is
a committee member of the 11th National Committee of the Chinese
People’s Political Consultative Conference.

Albert Ho, aged 52, joined the Group as an Alternate 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 Jiuzhou Development Company Limited, a listed
company in Hong Kong.

Lam Tak Yee, aged 34, joined the Group as an Independent
Non-Executive Director in May 2008. Ms. Lam is also an independent
non-executive director of Coolpoint Energy Limited, a company
listed in the GEM Board of the Stock Exchange of Hong Kong.
She was the strategic and corporate development director of I.T
Limited, responsible for strategic and financial planning, corporate
development, including mergers and acquisitions, joint ventures and
partnerships and investor relations. Prior to joining I.T Limited, she
was in investment banking for almost 10 years, handling mergers
and acquisitions, new listing and corporate finance activities. Ms. Lam
graduated from The Hong Kong University of Science and Technology
with first class honours in Bachelor’s degree of Business Administration
(Finance) in May 1997. She is also a Chartered Financial Analyst since
September 2000.

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$14,124,000 in
accordance with a management agreement signed between the
Group and YMIM.

Save as disclosed above, no other contracts of significance
in relation to the Group's business to which the Company 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.
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CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group during
the year ended 31st December, 2009, which constitute connected
transactions under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”), is
disclosed in note 31 to the financial statements.

During the year, the above mentioned connected transactions are
in compliance with the relevant requirement under Chapter 14A of
the Listing Rules.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ASSOCIATED CORPORATIONS

As at 31st December, 2009, the interests and short positions of
the Directors of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) 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:

(@) Interests in shares and underlying shares of the Company
% of the total

warrants [}eld

J Total
~ interests

Numbers of : B eNralevant= 1L 1eE




12

SHK Hong Kong Industries Limited
W LBEA R AH

REPORT OF THE DIRECTORS

ESRAQTARMABEENRG - ARG RES
ZREENXR ()

RA QT RAD RARR IR 40 #E 55 (4])
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(b) RAEREEZ KD RAARER G S

Interests in

i

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS
(continued)

Interests in shares and underlying shares of the Company

(continued)

Note 1:  The total interest includes the holding of (i) 3,100,000 shares and (ii)
310,000 units of warrant of the Company giving rise to an interest
of 310,000 underlying shares of the Company. The warrants of
the Company entitle the holders thereof to subscribe at any time
during the period from 23rd April, 2009 to 22nd April, 2011 (both
days inclusive) for fully paid shares of the Company at an initial
subscription price of HK$0.10 per share (subject to adjustment).

Note 2:  The total interest includes the holding of (i) 2,080,000 shares and (ii)
216,000 units of warrant of the Company giving rise to an interest
of 216,000 underlying shares of the Company. The warrants of
the Company entitle the holders thereof to subscribe at any time
during the period from 23rd April, 2009 to 22nd April, 2011 (both
days inclusive) for fully paid shares of the Company at an initial
subscription price of HK$0.10 per share (subject to adjustment).

(b) Interests in shares and underlying shares of associated
corporations

% of the total
relevant

issued shares

of the associated
corporation as at

the associated Nature of Numbers of 31st December,

Name of Director corporation Capacity interests shares held 2009

REZBBIE

+=-—BA=+—H

LR EE

WEBE T

EEME RIEREE 2 i 54 ERHE BERGHE RGBS E DL

Mark Wong Tai Chun QHA Beneficial Owner Personal 119,203 0.05%
FRH LX) BmEAA fELA

BLAREEIN  REE-EENFT_A=+—H
IFFERZEMER - ART] - EHEB AR SR EER
BRI AL SARRZEETHTIBETHRAS AR
ARR B EACIREEE 2 R R EFF T o

BREXFEEES  ARBZETREIETRARL
ERARAREAE LR (EELES B GIIFEXVED
)2ty - HERHREFREEDIORE - MAB
RIREES R E GO E352GEEAFEZ BLMA
HARE E TR RPAERETRIZAMEARE R E BB PN
Z RIS NORRE ©

Save as disclosed above, at no time during the year ended 31st
December, 2009 was the Company, 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 or was deemed to have any interests
or short positions in the 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
contained in the Listing Rules.
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Igﬂﬁi SUBSTANTIAL SHAREHOLDERS
“EFENFEF+_A=1+—0  BEAQNFTILEBELFL As at 31st December, 2009, the following persons or corporations,
HE 1*fﬁﬂ%XVa‘B%336{H&EEﬁﬁa§§2Igh%%ﬁ&i% other than the interest disclosed above in respect of the Directors,
BEEMacsEfER  MWRATSHAR (B Ll ERRE interest in 5% or more in the shares and underlying shares of the
E%FﬁﬁZF*&I\)ﬁﬁﬂi’&TE%TTHXZIK)SUE RN B Company have been notified to the Company and recorded in the
D2 AA EZ DR 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
No. of No. of Total as at 31st
Name of Shareholders Notes Capacity shares held  warrants held interests December, 2009
RZ2BLE
+ZA=+-H
FERG BEAR EERRTRG
RRE® izt &t #E ERYE HEs BEEAL
Allied Group Limited ("AGL") 1 Interest of controlled corporation ~ 2,155,593,774 308,247,574 2,463,841,348 65.89%
BEREERAR(HaEE]) REH AR ER
Lee and Lee Trust 2 Interest of controlled corporation  2,155,593,774 308,247,574 2,463,841,348 65.89%
REH AR ER
Sparkling Summer Limited (“Sparkling Summer”) 3 Beneficial owner 255,234,000 22,916,400 278,150,400 7.44%
EnBBA
Classic Fortune Limited ("Classic Fortune”) 3 Interest of controlled corporation 255,234,000 22,916,400 278,150,400 7.44%
REH AR ER
COL Capital Limited ("COL") 3 Interest of controlled corporation 255,234,000 22,916,400 278,150,400 1.44%
R BREABRA T ([ B8] REH AR AER : :
Vigor Online Offshore Limited ("Vigor Online”) 3 Interest of controlled corporation 255,234,000 22,916,400 278,150,400 i 7.44% ': :
SEHATMES | bt ST% =) e
China Spirit Limited (“China Spirit”) 3 Interest of controlled corporation 255,234,000 22916400 278150400 744%
- LS — . RIEHAT RS 1 . A s
Chong Sok Un GBI S I s v terestiof conf?oHed corporatlon o 55,716,000

HRm 9" ooy | = s ﬂﬂﬂmﬁﬁ¢'“
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9 K (ii) 308,247,574 N R B 2 RIBIEBMEE Z AR
7)308,247,57AR%AERARX (D 2 #E xS ©

2. FREBLEAE  FREBLLRFREBAEN AEEER
Lee and Lee TrustZ{Z5EA 1)322?%%@%%1%!2
52 A% S RERIEREZSHB A E@MBEET 2RMD K
TRRRAE B RERS o

3. Sparkling Summer/Classic Fortunez 2 &R )
Classic Fortunefi Bl 2 E R - T B4 A
Vigor Onlinef##560.87%#% ° Vigor Online&China
Spiritz 2B HAEHIE AR] * MChina SpiritBIEHZ#ME
AW o AW - #5%m © China Spirit * Vigor Online * 1
B 4848 & Classic Fortunetg 7 AR Sparkling SummerZ
IRt AR AR RE R A s ©

% #8 WE 7 278,632,400 % [ R AR 4 & BN (i)Sparkling
SummerFT#EE278,150,4004% K& iR B8 #E 75 K (ii)Bilistyle
Investments LimitedFi#§5482,0008%,2 Al * MBilistyle
Investments Limited it 2% 2 EH#EA °

4. R ZHEER EiﬁiﬂyfﬁiﬁﬁﬁEQTﬁﬁ?—rﬁ RFIHO A
S RIBREMERERRA

TNFM A =+ = B E AR E R % AR 550
$“7€’5‘§ﬁﬂx1ﬂ EHRMNARE 2 B DL T
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5. RBEEEMTERAARERN  AR_TTNFIHA
—t=HRE_T—FEA = Et(@%ﬁ%@ﬁﬁ%
W) 2 B fE R SRS E A7 0.108 T
(AT FHRZ)RBBAR BRI °
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BEEWTHEBR T E M ATRARA ] ST AR
(EERFEHRKAEEMEXVE) 2% ~ EERMDKRA
METEREHFPREBREES KA GEAEXVEE - 8
AR BB 2 EmsAR ©
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. AGL holds (i) 2,155,593,774 shares and (ii) 308,247,574 units of
warrants of the Company giving rise to an interest of 308,247,574
underlying 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. They together
own 52.4% interest in AGL and are therefore deemed to have an
interest in the said shares and warrants in which AGL is interested.

3. Sparkling Summer is a wholly-owned subsidiary of Classic Fortune.
Classic Fortune is wholly owned by COL which in turn is owned as to
60.87% by Vigor Online. Vigor Online is a wholly-owned subsidiary
of China Spirit which in turn is wholly-owned by Chong Sok Un.
Accordingly, Chong Sok Un, China Spirit, Vigor Online, COL and
Classic Fortune are deemed to have an interest in the shares and
warrants in which Sparkling Summer is interested.

The total interests of 278,632,400 shares and warrants represent the
aggregate of (i) the 278,150,400 shares and warrants held by Sparkling
Summer and (ii) the 482,000 shares held by Bilistyle Investments
Limited, which is wholly-owned by Chong Sok Un.

4. The interest of Poly was attributable on account through a number
of wholly-owned subsidiaries. The Company was formerly known as
Continental Mariner Investment Company Limited.

The percentage interest of Poly in the Company was reduced to 2.92%
due to the increase in issued shares of the Company by allotment of
new shares pursuant to Rights Issue on 23rd April, 2009.

5. The warrants of the Company entitle the holders thereof to subscribe
at any time during the period from 23rd April, 2009 to 22nd April,
2011 (both days inclusive) for fully paid shares of the Company at an
initial subscription price of HK$0.10 per share (subject to adjustment).

Save as disclosed above, as at 31st December, 2009, 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.
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MANAGEMENT AGREEMENT

On 22nd June, 2007, an investment management agreement
(the "Investment Management Agreement”) was entered into by the
Company and YMIM, which was approved by the Shareholders of the
Company on 3rd August, 2007. Under the Investment Management
Agreement, YMIM agreed to assist the Board with the day-to-day
management of the Group from (i) the earlier of 1st October, 2007,
or (i) the date immediately following the day on which the Investment
Management Agreement was approved by the Shareholders to
31st December, 2009. YMIM entitles to a management fee equal to
1.5% per annum of the consolidated net asset value of the Group
attributable to the equity holders of the Company, calculated and
payable in arrears on a quarterly basis by reference to the arithmetical
average of the consolidated net asset value of the Group attributable
to the equity holders 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 equity holders of the Company of each year
ended 31st December, exceeds (i) if a performance fee has been paid
during the management period, the audited consolidated net asset
value of the Group attributable to the equity holders of the Company as
at the end of the latest financial year in which YMIM was entitled to
a performance fee; or (ii) if no performance fee has been paid during
the management period, the consolidated net asset value of the
Group attributable to the equity holders of the Company on effective

date of the Investment Management Agreement.

For the year ended 31st December, 2009, management fee of
HK$14,124,000 was received and receivable by YMIM from the

Group.

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 Di're-_ct(:)rs-'cgnsidered
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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 comprising two
Independent Non-Executive Directors, namely Mr. Albert Ho and Ms.
Lam Tak Yee 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. The audit
committee has reviewed the annual results for the year ended 31st
December, 2009.

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
Ms. Lam Tak Yee and one Non-Executive Director, Mr. Arthur George
Dew.

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,
2009.
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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
Messrs Grant Thornton 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, 2009 were audited by Grant Thornton 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 of the Company.

By order of the Board
Lo Tai On
Secretary

Hong Kong, 26th March, 2010
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CORPORATE GOVERNANCE REPORT

The Company recognises that good corporate governance
standards maintained throughout the Group serve 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 PRACTICES

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 Code on
Corporate Governance Practices (the “Code on CGP”) in Appendix 14
of the Rules Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (“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 Code on CGP during the accounting year
except the following:

The code provision A.2.1 states that the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual.

After previous Chairman resigned on 5th December, 2008, there
was no Chairman of the Board and Mr. Warren Lee Wa Lun, then
Managing Director of the Company, had to play the role of chairman
at times of Board meetings and general meetings. On 16th March,
2009, Mr. Warren Lee Wa Lun was appointed as the Chairman of the
Board and ceased to act as the Managing Director of the Company.
Afterwards, the Company has not appointed an individual managing
director. The Company is being managed by its investment manager,
Yu Ming Investment Management Limited, pursuant to the terms of
the written investment management agreement. This constitutes a
deviation from the code provision A.2.1 of the CG Code up to 15th
March, 2009.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix
10 of 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.

CORPORATE MANAGEMENT
i. Board of Directors

The Board reviews and approves corporate matters such
as business strategies and investments as well as the general
administrative and management of the Group.

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
Mr. Ambrose So Shu Fai

Mr. Albert Ho

Ms. Lam Tak Yee

The number of Independent Non-Executive Directors equals to
over 40% of the Board membership. One of the Independent Non-
Executive Directors, namely Mr. Albert Ho, has the appropriate

- professional accounting experiences and expertises. The Board
- membership is covered by profe55|onally qual.lfled an wldely ]
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EE(H) CORPORATE MANAGEMENT (continued)
i. EEg(E) i. Board of Directors (continued)
—EENFTHEEeeRAEENEFER Attendance of individual Directors at regular Board meetings in
2009:

Number of meetings
B3R 4

Executive Directors

HITES
Warren Lee Wa Lun (Chairman)
FHEMG(FE) 4/4 100%
Mark Wong Tai Chun
EpN 2 4/4 100%
Edwin Lo King Yau (resigned on 31st October, 2009)
HRHNR-TENFT A=+ — AR 23 &

Non-Executive Directors
FHITES
Arthur George Dew
WERE 3/4 75%
Peter Lee Yip Wah
TR 4/4 100%

Independent Non-Executive Directors

BUFHITES
Ambrose So Shu Fai
A1 R 0/4 0%
Albert Ho
AR ' 4/4 100%
Lam Tak Yee : _
MR ; 44 100%

Average attendance rate : 3

FHHEER . 1l I gy e & =\ _::;,: 7.§1%-__

| 7 4

- - . ) el
‘%ﬁﬁ?ﬁﬁﬂﬁ){ RERHHLEN148 Ziﬁ‘fﬂ %.s;: i At lé;_st_.:ﬁ_qaysméé of a regular Board meeting lis given to
il .? HEREED|E: ‘A "IT'D@B’r.s_'TP}rO\ﬁde’them with an o_pwtunity to att
C EAI 2D 3RER % | ;ﬁ]dqrs:fr'e given an opportunity to include matters i
‘E s J_ﬁwregular meeti oard paEiers are : > |
at least 3 days before 1 he meeting to e ;‘; they ha
ind be adequ Iy prepared fol

- .
- .

v
‘R\

{8 |
g el

M

a
L]
=
L)
¥
n
o
L]
.
L]
]



SHK Hong Kong Industries Limited
W LBER AT

REPORT OF CORPORATE GOVERNANCE

1 36 IR Al

XEE(E)

£ 3-{¢ )

(a) TERESRLE
EFTETRARAENERERESS -

ERRRE - RESTREABERSAEEASE
BEBAELE - BTEERK (EEATRER
AR ELERE - ARF A ALBEREEAESR
RE - ARABEREREEEAETRE

BREFEIER_TT/N\F T _ARABRER
E-ZTAF=ATHBEIE - AR AW ARE TR
XEA21M5E  HREEZ FIBE TIMRAREHE 188 ©

(b) ZERERES

ARBZEDTER(BEBIUFNTES)RER
ERP—F2RELH  HARIEER -REEK
RBAFAGL ER=0DZ2- ABZEFH(HEA
B = =2 BB EEO=02 — ABUBRER
T EEREERELPE=FRE—R-

EEQUEKIREEEE - REARF ZAH

EI2MRA - EESHETH RERZEEMALRE

BE DEMERISUEMEEEKE - RETHEIREH
B %ﬁfe%r‘éfE%Azgﬁ Be ) M AR R
TZ@EEH SR Pyt

Fea3de
erAmn b

i T 1.1 -‘-".
= —— r want:
1”] Amie e
uto."

| HRBEEEREEANE B LN
3A FEAFTASES ‘E‘&ﬁgﬂ

L

CORPORATE MANAGEMENT (continued)

- hasr;akem |n‘b_.¢n5|der.at|on of the candlda

Board of Directors (continued)

(a) 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.

The Company had not met the code provision A.2.1 after
the resignation of the previous Chairman of the Board on 5th
December, 2008 and up to 15th March, 2009, details of the
deviation are set out on pages 18 of this report.

(b) 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 re-election. At each annual
general meeting, 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 Board has not established a nominat_ioﬁ cé)'m'mittee.
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 birector either to fiII a casual vacancj b‘r asan additon

ahJH’tX/ a,ml'p‘ t |- contnt;ut!an_s_‘tg‘t_klejgomp ,‘
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CORPORATE MANAGEMENT (continued)
ii. 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.

iii. 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 Ms. Lam Tak Yee. The Audit Committee
is provided with sufficient resources to discharge its duties and has
access to independent professional advice if considered necessary
according to the Company'’s policy.

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 auditors, to approve
the remuneration and terms of engagement of the external
auditors, and any questions of resignation or dismissal of
those auditors;

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

(c) to review and monitor the external auditors’ 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
auditors may wish to discuss;

(f) to review the external auditors’ management letters and
management’s response; and

(g) to review the Group's financial controls, internal control and
risk management systems.
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CORPORATE MANAGEMENT (continued)
iii. Audit Committee (continued)

The terms of reference of the Audit Committee are available on
the website of the Company.

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

reviewing the 2008 annual results and 2009 interim results of
the Group;

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 2008
annual financial statements and 2009 interim financial
statements;

reviewing and discussing with the external auditors over the
financial reporting of the Company;

reviewing and recommending for approval by the Board the
2009 audit scope and fees;

recommending to the Board, for the approval by Shareholders,
of the re-appointment of the auditors;

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

reviewing the effectiveness of internal control sy%tém' and risk
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A%‘“E(ﬁ) CORPORATE MANAGEMENT (continued)
. BREEE (&) ii. Audit Committee (continued)
—EENFERLZEeeSARNEENEFEER Attendance of individual members of Audit Committee at audit

committee meetings in 2009:

Number of meetings

BRI 2

Albert Ho (Chairman)

AR (E/E) 212 100%
Arthur George Dew

INERSA 212 100%
Lam Tak Yee

il 212 100%

Average attendance rate

FHHEER 100%
iv. HNEES iv. Remuneration Committee
FMEEEEKT - ZZESERIBR=BKEHEK The Remuneration Committee has been established and currently

BIEEMITESFTNEELE(ZEGERE) - UREZIEH consists of three members, including Mr. Arthur George Dew

TESMRMELERNEELZ L - FTHEESRREERR (Chairman of the Committee), being Non-Executive Director and Mr.

BRABITERL - WA RARRBRERRERSTE Albert Ho and Ms. Lam Tak Yee, being Independent Non-Executive

VEEER o Directors. The Remuneration Committee is provided with sufficient
resources to discharge its duties and has access to independent
professional advice if considered necessary in accordance with the
Company's policy.

FTMEES T EACRBRER - The major roles and functions of the Remuneration Committee
are:
(@) AERRAEZREREEAS Z 2 EBEFECR X (@) to recommend to the Board on the Company’s pdl'icy
%%ﬁi?@%tﬂ@% v X and structure for all remuneration of D|rectors and senior
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CORPORATE MANAGEMENT (continued)
iv. Remuneration Committee (continued)
(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/her own
remuneration.

The terms of reference of the Remuneration Committee are
available on the website of the Company.

One remuneration committee meeting was held during the
financial year of 2009 with all members present. The remuneration
committee of the Company had held its meeting to discuss and review
remuneration of Executive Director(s) and Director’s fee of all members
of the Board.

v. 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. : -

AUDITORS' REMUNERATION

During the year under review, the refnuneratl'_c')_ns_,p;id/pa_yable-

b4

subsidiaries of the Company, are set out as follows: | =

~ to the 'Comparr'y's auditors, Messrs Grant Thornton, éu_d_m_a_rs of .
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CORPORATE COMMUNICATION

The Company channels corporate information of the Group to
the Shareholders in a timely and accurate manner. Printed copies of
the Annual Report 2008 and Interim Report 2009 were sent to all
Shareholders and published on the website of the Company as well as
the Stock Exchange of Hong Kong.

The Company held an annual general meeting in 2009. At the
annual general meeting convened on 9th June, 2009, separate
resolutions were proposed for each issue. Members of the committees
were available to answer questions at the annual general meeting. The
Chairman had explained at the commencement of the annual general
meeting the procedures of conducting a poll. All resolutions proposed
at the annual general meeting were voted by way of poll. All the
votes cast at the annual general meeting were properly counted and
recorded.

The Company held an extraordinary general meeting in 2009 for
approval of continuing connected transaction. The chairman of the
meeting had explained the procedures of conducting a poll at this
extraordinary general meeting. Independent Non-Executive Director
was available to answer questions at the extraordinary general
meeting.

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 Yu Ming Investment Management Limited (“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, 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 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.
For the year ended 31st December, 2009, 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, qualifications and experience of staff of
the Company’s accounting and financial reporting function, and their
training programmes and budget).
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INTERNAL CONTROLS (continued)

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:

e 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.

e The Audit Committee of the Company reviews internal
control issues identified by external auditors, regulatory
authorities and management, and evaluates the adequacy and
effectiveness of the Group’s risk management and internal
control systems.

DIRECTORS’ RESPONSIBILITY IN PREPARING THE FINANCIAL
STATEMENTS ;

The Board acknowledges that it is their responsibilities in preparing
the financial statements. The statement of the au(’jitd-'r about their

~ reporting responsibilities on the financial statements is set out in the
- Independent 'AuFit .

'Reporton pages28t029.

ors
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Member of Grant Thornton International Ltd

To the members of

SHK Hong Kong Industries Limited

(formerly known as Yu Ming Investments 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 30 to 131,
which comprise the consolidated and company statement of financial
position as at 31st December, 2009, 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 notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the Hong
Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Qur responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely to
you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents for this report.

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 as to whether the financial statements are free from
material misstatement.




SHK Hong Kong Industries Limited
W LREA AR

INDEPENDENT AUDITORS’ REPORT

¥ or A% W

REETNEE (&)

BP MWITIRFF AEUE B S MR B2 A
BERMBRRE o FEE R FBIURN SR &Y # i -
BIEHE BN IREE SR M E M R FE EAHERER
MEERR - R EZTRRE - ZBEE B EZ A AR
REEMAFH05 3R 7 WS AR M EREE - PARREHE
ENEZIET - BXIFRH QRN IR OMEEERE
R BRI REFEESMRABOSBERN AN M
EHREEHAE AR - URFHEMIRENERETIHR
7R e

BIHEE  BRAAESHNEZEERARMER A
B ERE R R HER -

=R

BPRBR  ZEGRAMBERROCREBEBTEV RS
EAEEMAFHERRARELEBAR_FTNF+_A
=T - ANEBERALEBEEZ R IEFEOEN LIRS
nE - WERBEB(RARDDZ SRS -

=
MESHAT
e | [
TrEdha1s

Auditors’ responsibility (continued)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements 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 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, 2009 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.
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For the year ended 31st December, 2009
RE-FTAF+-A=T—ALFE

2009 2008
—EENF —ETNF
Notes HK$’000 HK$'000
k3 FET FET
Consolidated Income Statement
mEWEE
Revenue
WA 5 38,993 16,546
Other net income/(loss)
Hitlg A~ (518) B 6 301,099 (370,412)
Administrative and other operating expenses
THRRHEMEEER (43,969) (22,504)
Operating profit/(loss)
LR (B5E) 296,123 (376,370)
Finance costs
EUR DN 7 (480) —
Profit/(loss) before income tax
FRE8AER, (B18) 8 295,643 (376,370)
Income tax expense
Fris Bk 9 (61) =
Profit/(loss) for the year
NEERR,(FE) 295,582 (376,370)

Profit/(loss) for the year attributable to
the equity holders of the Company
KEERD R RESE ABIEER,(FHE) 10 295,582 (376,370)

Earnings/(loss) per share for profit/(loss) attributable to
the equity holders of the Company (HK cents)
BEARATREREART(FHE)Z
BRER,(F8) GBl) 12
- Basic
_HZ 9.34 (20.14)
- Diluted N/A
@ 9.03 i
Consolidated Statement of Comprehensive Income

FEZHRER

Profit/(loss) for the year

REZ RN,/ (EE) 295,582 (376,370)
Other comprehensive income

Htt 2 EW =

Change in fair value of available-for-sale financial assets

AMEHEMBEEL A TEZS) 64,812 (24,332)
Release on disposal of available-for-sale financial assets

PSR EEMHBEER < #0 - 809
Impairment loss written off to the income statement

P ES R M8 < BB 1R - 6,294
Other comprehensive income for the year, net of tax

BREZzAFEEMEEKE 64,812 (17,229)

Total comprehensive income for the year
REERHENEEHE 360,394 (393,599)
Total comprehensive income attributable to the equity holders

of the Company
AAFREFEAEGRZA K 360,394 (393,599)

Annual Report 2009
30 =
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As at 31st December, 2009
R-FENFT-A=+—A

2009 2008
—EThE —ZEENF
Notes HK$°000 HK$'000
et FET FET
ASSETS AND LIABILITIES
EERER
Non-current assets
FRBEE
Interests in associates
REEE AR 16 18,155 =
Available-for-sale financial assets
A HHENBEE 17 381,256 75,756
Held-to-maturity investments
HEEIHEE 18 51,516 7,648
450,927 83,404
Current assets
REBEE
Trade and other receivables and prepayment
B 5 R EH M EBGR R FERI 5RIE 19 8,634 77,930
Amount due from a fellow subsidiary
FEU — R R 22 BT 8B A RIR K 20 256 =
Financial assets at fair value through profit or loss
BRATFEFRREERRERE 5 EE 21 534,350 305,276
Other restricted deposit paid
E B R SIFR 22 - 20,049
Pledged bank deposits
SFATERFR 23 3,955 =
Cash and cash equivalents
ReRREEED 23 247,110 135,159
794,305 538,414
Current liabilities = .
FEE S S o
Other payables and accrued expenses =" J o = Pt
H it R R et & T 24008 = 12,051 [FERSSSSTIR 217~ RUNENSToN
Amount due to a holding company _ 2l | B e S

R —FERAR A BRI
Amount due to a fellow subsidiary
K_Fﬁﬁﬂgwgﬂﬁj%&lﬁ . :c\:'. - )
%)E___I;?Wings ’ :r_ Z'E:". 55 X gy

TN pe e i A LA TS
. Fiﬁ-';'ntiahl' pilitib'é at fair value through profit or loss

- BRAVEIERERSERELMHAE 0
~ Taxation payable ! ; -
. maes . o § S =

|

—:I . i — iy ) I ._ -: - ' J_ :
S i - e N . o : Ir : 104,674
e " o — ¥ : ]
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As at 31st December, 2009
R-ZEAFT-A=t+-A

2009 2008
—BENE —ET)\E
Notes HK$’000 HK$'000
Hiat FET FET
EQUITY
RAfE
Equity attributable to the equity holders of the Company
AR B RERFE ARG RS ERE
Share capital
[N 27 373,879 186,917
Reserves
s 28 766,679 411,255
Total equity
RA RS AE 1,140,558 598,172
Net asset value per share attributable to the equity holders
of the Company (HKS)
AREREFEARLEREEFECGET) 29 0.31 0.32
Warren Lee Wa Lun Mark Wong Tai Chun
Ty EP\N |
Chairman Director

FE EF




SHK Hong Kong Industries Limited
W LREA AR

STATEMENT OF FINANCIAL POSITION

NS

As at 31st December, 2009
R-FENFT-A=+—A

2009 2008
—EThE —ZEENF
Notes HK$°000 HK$'000
et FET FET
ASSETS AND LIABILITIES
EEREE
Non-current assets
FREBEE
Investments in subsidiaries
R AR E 15 1,400 1,400
1,400 1,400
Current assets
REEE
Other receivables and prepayment
E b PRI R TR IR 399 251
Amounts due from subsidiaries
FEURRT A FIFRIE 15 949,139 574,610
Amount due from a fellow subsidiary
FEU— R R 2T 8 R mFkIE 20 9 =
Cash and cash equivalents
Re RIFLEFEY 23 208,158 76,628
1,157,705 651,489
Current liabilities
REEE
Other payables and accrued expenses
Hib AR EEA 24 4,111 4,347
Amounts due to subsidiaries
IR S 15 3,085 7,424
Amount due to a holding company
R—FEEIR A B FIE 20 293 =
Amount due to a fellow subsidiary
R—FE R KM B R R IE D.0F Tl = 4,627 =
122116 11,771

Net current assets

RBEEFE

1,145,589

Hsv

Total assets Iess current Ilabtll:tles 'L

EEQERRDEE 0200

= 4 ‘—. T,

1,146,989




SHK Hong Kong Industries Limited
B LRERRAR

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
g 4 W25 5 W) %

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

Equity attributable to the equity holders of the Company

RARRERE ABERTER
Capital Capital Investment
redemption contribution revaluation  Retained earnings/
Share capital Share premium reserve reserve reserve  (accumulated losses) Total
REER/
& RVEE EAREIRE EAGARE REEMRE (B3R %
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
AT TET TET AT AT TAT TET
At 1st January, 2008
T\ -A-REE 186,917 492,746 20,032 367 12,453 279,256 991,771
Loss for the year
rEEFR - - - - - (376,370) (376,370)
Other comprehensive income:
2w :

Change in fair value of available-

for-sale financial assets
AL ERBEE ATERD = = - - (24332 - (24,332)
Release on disposal of available-

for-sale financial assets
R ER SR FEER 2 &0 - - - - 809 - 809
Impairment loss written off to

the income statement

iy G 63 PAVE =151 - - - = 6,294 - 6,294

Total comprehensive income
for the year
AEERAREER = = - - (17,229) (376,370) (393,599)

Proceeds from shares issued?

BEIRG 2 FEHE i = - - - o - -

Transactions with owners

BiRHEAZLS - : - . ; ) 3 B

At 31st December, 2008 : L
“TT\EH-A=+-BEE 186,917 492,746* - 20032* s30T (4,776)* O7114 598172
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SHK Hong Kong Industries Limited
W LREA AR

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
A ME BR B W) R

For the year ended 31st December, 2009
HE-ZTAF+-_A=+—HIFE

Equity attributable to the equity holders of the Company

ARARERE NEERAES
Capital Capital Investment
redemption contribution revaluation  (Accumulated losses)/
Share capital Share premium reserve reserve reserve  retained earnings Total
(RitER)/
Bx REE EARERE ERGARE REEMHRHE REEH #8
HK$:000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT AT AT TET
At 1st January, 2009
“ETNE-A-AKE 186,917 492,746 20,032 367 (4,776) (97,114) 598,172
Profit for the year
REREH \ = = - - 295,582 295,582
Other comprehensive income:
Ef 2 EME -
Change in fair value of available-
for-sale financial assets
ARHEN AR ATERD = - - - 64,812 - 64,812
Total comprehensive income
for the year
REERARRER = 5 - - 64,812 295,582 360,394
Proceeds from shares issued
BEIRAZAE5R 186917 - - - - - 186917
Share issuance expenses
Bkl ER = (4.970) = - = - (4970
Exercise of warrants
IE AR 45 - = - - = 45
Transactions with owners ' a et S,
BERRBAIRS 186,962 @970) - : LI = 3 S L2100 AL e
At 31st December, 2009 T . oz e AL T A - -‘-u—_ - —,:.;_ paEs A
“EEASTCAST-REE 33819 481776 _20032* 37 60036* 198468 _luoss
P -\.;_c ,,;: "‘l‘-.: -I’lk__; - e ...-_1._”: - o ¥ o) _‘:n;.::- = N ey

L £ B 487 66,679 ooo-fézz :.?f)\i 411,255,000 e
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SHK Hong Kong Industries Limited
W LBE AR A

CONSOLIDATED STATEMENT OF CASH FLOWS
A Bl i B AR

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

2009 2008
—BThS —TTNE

AN N
Y\

Cash flows from operating activities
REEBHETE

Profit/(loss) before income tax

FTST A&,/ (&)

Adjustments for:

HTFIEE ML

Interest income from available-for-sale financial assets
AMEHEMBEE 2 FEMBA

Interest income from held-to-maturity investments
FEZIEIRE 2 FIS WA

Interest income from bank deposits

295,643

(21,884)

A\

(6.477)

‘

RITIF R B U A (519)
Dividend income
fi& SUA (10,113)

(Gain)/loss on disposal of available-for-sale financial assets
HEHHENBEE 2 (W) BE
Impairment of available-for-sale financial assets
A S BT E E 2 FERd
Fair value (gain)/loss on financial assets and Iiabili'gies
at fair value throUgh_p:_bfii or loss
RATES R RIEIBSRETR 2 S AE R A2 ATEKS) /B
Interest on bank bor?c_:iﬂg:és = 11 e o

SRITIEE Y F

(8,238)

(243,232)

. 4
=

480

18,008



SHK Hong Kong Industries Limited
W LREA AR

CONSOLIDATED STATEMENT OF CASH FLOWS
T T

For the year ended 31st December, 2009
HE-ZTAF+-_A=+—HIFE

2009 2008
—EENF —ET)N\F
HK$°000 HK$'000
FET 78T
Operating profit before working capital changes
Rt HBE LS DAEEER 23,787 41,496
Decrease/(increase) in trade and other receivables and prepayment and
other restricted deposit paid
B 5 R o JE U RIE K TR BOE R BAR B IR BIAF R 2R A (38 hn) 71,337 (72,928)
Increase in amount due from a fellow subsidiary
JFE it — 1 ) 2 Bt 8 /2 B KT 485 o (256) =
Increase/(decrease) in other payables and accrued expenses
H A ek ket B8 A 2 5, O d) 7.704 (17,336)
Increase in amount due to a holding company
R — AR A RIFRIE L AN 293 -
Increase in amount due to a fellow subsidiary
R— R Rt B A R RIEIE AN 4,627 -
Change in financial assets and liabilities at fair value through profit or loss
BAFEIIRMEBRREREE  MBEERABED (3,063) (428,510)
Cash generated from/(used in) operations
RERBEEL/(BRIZES 104,429 (477,278)
Bank interest received : E
BUERTTHIE et 519 [FEme 6,525 -
Dividend received o S, ' =¥
Bl S — S W i 13 _ oy
Interest on bank borrowings paid i = U s T 2o, o
ENRITEEZRS — T S
2w ne
Net cash generated from/(used'tnzo eratlng actlvmfs.
,z&azﬁﬁéiﬁfﬁﬁﬁ)z s 2

".
“h.,l



SHK Hong Kong Industries Limited
W LBERRAH

CONSOLIDATED STATEMENT OF CASH FLOWS
ARG Bl & &R

For the year ended 31st December, 2009
HE-ZZhF+-_A=+—HLFE

2009 2008
—BEBLEF —EENEF
HK$000 HK$'000
FHET FET
Cash flows from investing activities
REEBEHESRE
Acquisition of an associate
EE PN YNC] (18,155) =
Purchase of available-for-sale financial assets
AR EM B EE (19,039) (8,132)
Purchase of held-to-maturity investments
BARBZIERA (40,795) (7,630)
Purchase of notes and bonds
BAREBELES (210,870) (40,236)
Proceeds from disposal of available-for-sale financial assets
HERHEEMBEEZ SHREA 63,359 33
Interest received from available-for-sale financial assets
AT E RTS8 B 2 EUCRLE 14,195 =
Interest received from held-to-maturity investments
FHAERIEIRE 2 B KAIE 3,422 =
Increase in pledged bank deposits
BRI T RE N (3,955) —
Net cash used in investing activities
REFRBER RS FHE (211,838) (55,965)
Cash flows from financing activities
RETHHSRE
Repayment of bank borrowings
ERIRITER (30,982) =
Proceeds from issuance of shares
BATAD 2 PRASFOR 186,962 <
Shares issuance expenses
BT 2 X (4,970) =
New bank borrowings raised
EEMBIERITER 58,198 -
Net cash generated from financing activities
BB RBEE 2R 209,208 -
Net increase/(decrease) in cash and cash equivalents
RERASEEYIEM O ) EE 111,951 (517,015)
Cash and cash equivalents at 1st January
R—A—BRZRERALEEY 135,159 652,174
Cash and cash equivalents at 31st December .
RT-A=+—HZEERALEEY s 247,110 ] 35455

Annual Report 2009 —
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SHK Hong Kong Industries Limited
W LREA AR

NOTES TO THE FINANCIAL STATEMENTS

B 5 i % B

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

1.

—REH

FIREGRAR(ABASBREBRAR) ([
AR IREBEME L RUREEZBRAR]
AQ R B RAD R EEE it A EEE
FELITBI138HMAEESAE18Z1801E - AR
AR BB AR Z AR A B ([ BBBRFT])
Eme

RZZBENF+ZA=+—0H ARFZ8RAAE
HAESEBRAR([HMESEE D MEE2EEGNE
IEERAR - BASE A M ABEMKL RN
BERBRZT L2 A8 c RARZ&EE R RLee
and Lee TrustZ{S5EA ° Lee and Lee TrustZ{55EA
ZEBEEMILARB BT ETITE 13RS ES
RE241E -

AARREMBAR(REAIANEE]) s TBXHK
BREEEREMMIEEMZERMTA -

BE_TEAF A=+ -RAILFEZHBRE
EEEARRZESR((EEQ )N -2 24=
B+ Atk o

- -

R o et i v

GENERAL INFORMATION

SHK Hong Kong Industries Limited (formerly known as Yu
Ming Investments 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, 2009, the parent of the Company is Bright
Clear Limited which is indirectly wholly owned by Allied Group
Limited (“AGL"), a company incorporated in Hong Kong and
listed on the Stock Exchange of Hong Kong. The ultimate parent
undertaking 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”) include the investments in
listed and unlisted financial instruments.

The financial statements for the year ended 31st December,
2009 were approved for issue by the Board of Directors of the
Company (the “Board”) on 26th March, 2010.




SHK Hong Kong Industries Limited
W LBEA R AH

NOTES TO THE FINANCIAL STATEMENTS

2.

AT RSB 2 B R B REER

RAFE  AEECEXRERTIHEEGTMA
SRBM LR - BRI ARRE(THEEMHR
FEA]) - ZERBFAVHREERNENAKER
“ETNF-A-BRBZFESRREZ M BHRRA
RSB e

BAGTHEAEN YRR
(B-FELFEF])
BEGERBE235% EERA

(B—ZELFEF])
BAMBREENE IR RARMBAR - AREHIERR
BAGTHEAZA(BAR)  BERRZRA
BAMBREEUETR(BIA) AEFHERTAZRE
BRMBHRE LRSS ES)
Efts “ET\FERMBREEAE
e

B NI E SN - AU E BB M B IREERE
AREL N 25 ANHIRE N £ — I 2 A RSO Z
RN EEATE o

BEREHENFE IR (B2 LFEIT)BBHRRN
25|

RBEEGHERFIR(B_TTLFEIHEIE
IR 2 R ARIREN R FERRAETIREZ
ENTAELEETRE - EEREPRASER
INEMBHERTEPEINEE - REEKHHR
RZBBAEHHER  ARRFLEHRFASRZS
S=OTIRNEK o ZERTERAELBRIMIE -

AEEEE  AfF  WARAXZFERERTR
& BEEERERERCETREREREME2E
WARER - BEGERE1RTERE AR
2555 AEIAIZEKER] - LBEFD
REY U AKIERTER - AKBEC P BEREK
ROBHEZLINTNEPERSABRES - A
- BB F BV ERZERN _TENF—F—
RZEARBARMBRIEK BT ES5IN=
Z2N\F-A-HZE=MHMBRRE

B 5 i 3% B ek

For the year ended 31st December, 2009
HE-_ZThEF+_A=+—ALEFE

ADOPTION OF NEW OR AMENDED HKFRSs

In the current year, the Group has applied for the first time the
following new standards, amendments and interpretations (the
“new HKFRSs"”) issued by the HKICPA, which are relevant to

and effective for the Group's financial statements for the annual
period beginning on 1st January, 2009.

HKAS 1 (Revised 2007)  Presentation of financial statements
HKAS 23 (Revised 2007)  Borrowing costs

HKFRS 1 & HKAS 27 Cost of an investment in a subsidiary, jointly

(Amendments) controlled entity or an associate
HKFRS 7 (Amendments)  Improving disclosures about financial instruments
HKFRS 8 Operating segments
Various Annual improvements to HKFRSs 2008

Other than as noted below, the adoption of these new HKFRSs
had no material impact on how the results and financial position
for the current and prior periods have been prepared and
presented.

HKAS 1 (Revised 2007) Presentation of financial statements

The adoption of HKAS 1 (Revised 2007) makes certain changes
to the format and titles of the primary financial statements and
to the presentation of some items within these statements. A
third statement of financial position as at the beginning of the
earliest comparative period is required when an entity applies
an accounting policy retrospectively or makes a retrospective
restatement of items in its financial statements or when it
reclassifies items in its financial statements. It also gives rise to
additional disclosures.

The measurement and recognition of the Group’s assets,
liabilities, income and expenses is unchanged. However, some
items that were recognised directly in equity are now recognised
in other comprehensive income. HKAS 1 affects the presentation
of owner changes in equity and introduces a “Statement of
comprehensive income”. Comparatives have been restated
to conform with the revised standard. The Group has applied
changes to its accounting policies on presentation of financial
statements and segment reporting retrospectively. However, the
changes to the comparatives have not affected the consolidated
or parent company statement of financial position at 1st January,
2008 and accordingly the third statement of financial position as
at 1st January, 2008 is not presented. 3
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

2. BRAFITRLEIT 2B BUBRELER (&) 2. ADOPTION OF NEW OR AMENDED HKFRSs

BRSERB2TR(ETR) RERKWEAR ~
B G R B N B2 A

ZREF] B RIREERBEEZREMBAR
RZEHIE RS AR ZBE T TiwAE B /)E)'b
eERERFREEASRKBRFERT IR - @
EFE - ARREWEAT R EIRE 2R S R EE
RSB AT ~ HEESI 1 E R E AT 2 1E (AR
BRAZIR) - AERPBRFBERTZRENE
IR R -

REFEAEE @ WREDIKES @ MBABKRER
BREARRHIFSREERE L S BERETRE
AR

ZEM G BRORBRBEE ST ENFE275R (EFT
R)ZRERERPRER - B MED| 8
i o

BRUBBREEAETR (BT REFHEERMIA
ZHE

ZEETERERMBRARBAFEFTEZ SR
IE!VE&%?I\&EE WEAFEAER—E=EE
RHERETETOE  URRAAGTEZATH
%Fﬁ%%iﬁz%@l AN TESREEZFIHA
DITADFRBE  WRETETAZRBRA DS

(continued)

HKAS 27 (Amendments) Cost of an investment in a
subsidiary, jointly controlled entity or an associate

The amendment requires the investor to recognise dividends
from a subsidiary, jointly controlled entity or associate in profit
or loss irrespective the distributions are out of the investee’s
pre-acquisition or post-acquisition reserves. In prior years, the
Company recognised dividends out of pre-acquisition reserves as
a recovery of its investment in the subsidiaries, jointly controlled
entity or associates (i.e. a reduction of the cost of investment).
Only dividends out of post-acquisition reserves were recognised as
income in profit or loss.

Under the new accounting policy, if the dividend distribution
is excessive, the investment would be tested for impairment
according to the Company'’s accounting policy on impairment of
non-financial assets.

The new accounting policy has been applied prospectively as
required by these amendments to HKAS 27 and therefore no
comparatives have been restated.

HKFRS 7 (Amendments) Improving disclosures about
financial instruments

The amendments require additional disclosures for financial
instruments which are measured at fair value in _th'e' statement of
financial position. These fair value measurements are categorised
into a three-level fair value hierarchy, which reflects the extent

of observa‘ble market data used in making th‘e"m_easuféments. 2 JLehy
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NOTES TO THE FINANCIAL STATEMENTS

2.

AT SEER] 2 BB B REE[ ()

EBMBREENBEIREL T E

RNBEVBRELENESRY BT EAEE 2D
BAINATREEBOER - BEREDFERBIAE
REBEBRRETHEMZABEEREERHERE
£ NBEZFREMBRET - DR HREAEH
[E\Be B e £ 2R R E B o AEERER(E
BB TARE —EAZLENE - BIRAZTEE
FBERELENEZEWBHRRLBEEATE -

—EREN\FHEBMBREENNFERS

R-ZETN\F+A  BEEGHMASERAEMEY
EEMBERELRNNFENRS  EPHEHETE
AUHREEANER - FRENHEEBNER
MRS » XFERTF - BEBGTEANE 285N
BRRZRENETEREARBEERAERES
PRy Et R - B EE AR A XA R BAR
ELEEATE -

REFE R A &R (E

ZIEFTRI A IREE AR B 2 A B E FUR
BRAEMEEE —EE - REENEREDELME
ROEMREBRYESEE@REE - BREFA
REZHNDE - Qi - RERARRLENZER
EEBREZEE AR A K E S 5EA PTIR T &
RIER

KBS - AEBRYERESRSEE e
SRARBNHEE - REAEEEHNHE T
% HEBS TR RIS ABREAEYR
AR -

RAHR - REE QR AIRE Y EERBERER
TR BRI EERRD - EIRAZE
¥R LT & 5 78 H ) o 2648 I I T A 0 2 A AR
FE MG BRRCREFTHORETAER  BY
BEIILBHT -
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For the year ended 31st December, 2009
HE-_ZThEF+_A=+—ALEFE

ADOPTION OF NEW OR AMENDED HKFRSs
(continued)

HKFRS 8 Operating segments

The adoption of HKFRS 8 has not affected the identified and
reportable operating segments for the Group. However, reported
segment information is now based on internal management
reporting information that is regularly reviewed by the chief
operating decision maker. In the previous annual financial
statements, segments were identified by reference to the
dominant source and nature of the Group's risks and returns.
The Group has identified only one operating segment, financial
instruments investments. Accordingly, the adoption of this new
HKFRS has no material impact on the financial statements.

Annual improvements to HKFRSs 2008

In October 2008, the HKICPA issued its first Annual
improvements to HKFRSs which set out amendments to a
number of HKFRSs. There are separate transitional provisions
for each standard. Of these, the amendment to HKAS 28
Investments in Associates has changed the Group’s accounting
policies on allocation of impairment losses but did not have any
impact on the current period results and financial position.

Impairment of investments in associates

The amendment clarifies that an investment in associate
accounted for under the equity method is a single asset for the
purposes of impairment testing. Any impairment loss recognised
by the investor after applying the equity method is not allocated
to individual assets including goodwill included in the investment
balance. Accordingly, any reversal of such impairment losses
in a subsequent period is recognised to the extent that the
recoverable amount of the associate has increased.

In prior years, the Group allocated the impairment loss initially to
goodwill included as part of the investment balance. According
to the Group's accounting policies on goodwill, no reversals of
impairment losses attributed to the carrying amount of goodwill
would have been recognised in subsequent periods.

For the current period, there were no impairment losses
recognised and no reversals of impairment losses recognised
in prior periods on investments in associates. The adoption of
this new policy has no impact on the current period results and
financial position therefore. The new accounting policy has
been applied prospectively as permitted by the amendment and
comparatives have not been restated. :
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For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

2. BRAFITRLEIT 2B BUBRELER (&) 2. ADOPTION OF NEW OR AMENDED HKFRSs

(continued)

RERETB ST BT A - & T RSB At the date of authorisation of these financial statements,
BEEMGHESER KB B/ME N RERN - TR certain new and amended HKFRSs have been published but
EEREERMN - are not yet effective, and have not been adopted early by the
Group.
EEHFEH B AMZIEEBRAMKERBHE The Directors anticipate that all of the pronouncements will be
v EREBEARNER 2 @5t BER AR - 78H adopted in the Group’s accounting policy for the first period
BerEAREBETHRZ I NEEIIBRBTE beginning after the effective date of the pronouncement.
RMEER 7 EREHHNT o & FEMHFT REERT Information on new and amended HKFRSs that are expected
EEMBHEER D LEM - BRI HAER to have impact on the Group’s accounting policies is provided
ZHEHRRIBREETE - below. Certain other new and amended HKFRSs have been issued

but are not expected to have a material impact of the Group’s
financial statements.

EBURREENFSRERMIA HKFRS 9 Financial instruments

ZIEARE - E—=F— —Hk 2 EFBz 2 The standard is effective for accounting periods beginning on
HAMAEMN  RARREREEZDENTSE ° % or after 1st January, 2013 and addresses the classification and
EFEARD T EREEFSENCEE  FTES measurement of financial assets. The new standard reduces the
MEESREELEEESMEEVEBEERX L SR number of measurement categories of financial assets and all
ﬁ@é\%\’ﬂﬁﬁiﬁ,z%’li IR AN S A A financial assets will be measured at either amortised cost or fair
2 o AP EREREESRIERER  EEEET value based on the entity’s business model for managing the
AR EEBREMEERA RS - EEIRIEFTE financial assets and the contractual cash flow characteristics of
IR RSN EERENEREE 2 X E LRI the financial asset. Fair value gains and losses will be recognised
AR AT BEEEE 2 o in profit or loss except for those on certain equity investments

which will be presented in other comprehensive income. The
Directors are currently assessing the possible impact of the new
standard on the Group's results and financial posmon in the first
year of appllcat|on i

?%ﬁ‘l‘iﬁﬂﬂﬁﬂsﬁﬁA&ﬁﬁMﬁﬁﬁ(ﬂ gg —i ~ HKAS 27 Consolldated and separate f|n n i_ail'-_s__t'aj-ef;n;ents . - .
/\ﬂiﬂ?“]') ‘ X R (e ",-(waselq 2008) - w =l el - (e

¥ LA a - |

:_. i - A d \J

; ¥ =AU e
HOBEE F.L_,JJ%‘JE’\ Eﬁnﬁtﬁulﬂ&i&ﬁh—_—;&  The revised standar
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For the year ended 31st December, 2009
HE-_ZThEF+_A=+—ALEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

Basis of preparation

The financial statements on pages 30 to 131 have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and the
requirements of 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 new or amended 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

3.3

% ylie Eh

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.

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.

Subsidiaries

Subsidiaries are entities (including special purpose entities)
over which the Group has the power to control the
financial and operating policies so as to obtain benefits
from their activities. The existence and effect of potential
voting rights that are currently exercisable or convertlble
are considered when assessing whether the Group controls
another entity. ;

s are Garrled at-costa Iess an
UbSLdlary.lS held ng sale

e sMsubslﬁmr
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3. EAESHBEME(E) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.4 BT 3.4 Associates
BENRBAEEEHEITFEAFES  — Associates are those entities over which the Group is able
MBI H20% Z50% I R 2 IRIE - M IE to exert significant influence, generally accompanying a
HMBARKABRLERECEE - shareholding of between 20% and 50% of voting rights
but which are neither subsidiaries nor investment in a joint
venture.
HEZAPBERERT  REE R FNREY TR In consolidated financial statements, investments in
BAHERR - EBRAERE AR o (T{alUk Bk associates are initially recognised at cost and subsequently
NiBBAEEN U B BERBE AR 2B & accounted for using the equity method. Any excess of the
AEE  BERIABEDDIEZAFEEZF cost of acquisition over the Group's share of the net fair
oA ARE BELEREZEREAN value of the identifiable assets, liabilities and contingent
78 WAL ERL - (EARE 2 —F D - WEE liabilities of the associates recognised at the date of
AR EERRBRBBG T 2EE - EXE acquisition is recognised as goodwill. The goodwill is
NEEZEBRETZRATIA Z AFERETE included within the carrying amount of the investments
T2 BINRERGE 2T EEREKAR - B and is assessed for impairment as part of the investments.
BhE  FAAEEHHZEHNEE 8& The cost of acquisition is measured at the aggregate of
ERBEZ AL EZEBEUNERKA - B the fair values, at the date of exchange, of assets given,
WRER  BEREREBRNWEIRER DG liabilities incurred or assumed and equity instruments
BN R RE Az 8 o 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.
IREBRERSE - ANEERE S A Bl IR A Under the equity method, the Group'’s interests in the
5I|BR - I B ANEE B FE(G B A Rl B B R E associates are carried at cost and adjusted for the post-
FREHRFMEERKERNEEEL T acquisition changes in the Group’s share of the associates’
2B GBS QAR AR ERE (ST A net assets less any identified impairment loss, unless it is
HESETDIERIELE ) BRI - AEERE classified as held for sale (or included in a disposal group
EAREEFRNEMRBEARNKERERTEE that is classified as held for sale). The profit or loss for the
4% BIEERAFEADERREZ A RHIRER period includes the Group's share of the post-acquisition,
{F{alFEahE1E o 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)

3.4

1.)
J'II

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 réco'gnise 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 mvestments in assoaates are i

,amohﬁt, [o} mpaerent. as belng ;the dT
i able a-m?unt (hlgher of Qéfe'?é-ﬁ:ﬂ and
r value 1o ofghg_ : I- nd their
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3. EAESHBEME(E) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.5 SNEBRE

3.5 Foreign currency translation

MBHRERIATRIT(DET) 25 - BTTR
AR ZINEEH

REFAREERZERIFBERERA  INERX HIZR
SEAZIREXGERBAECE LR
%o MMEA - INERBNZEREENE
BEREZRERZERRE  AEEZERS
EBERENMEEEEERBEMEELINE
Wk R EE - TIRNBaR R o

BAHEIIREAINE REM 2 IFERIREB TY
REFTATERAMZEXSHHRE  YRER
RFERESHEIEZ &P o AR LACAIL A
INEREBRAEBZIFEKHBTEEMRE -

REFRMERRA - BINEBFREAFRIRA
SEEREE 2 ER 25 2 E @58 155
R OEFEREL BERBEERBRERZ
WHERBRERETT - KARIHERRHH
Bz EREXSNRHRAR FHEXRFTER
BT EERTNMSHBEARKE - Ut S HE
EZFAEZRER 2K ERERL BRERA
BB RERITRE -

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 the
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.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.6

3.7

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.

Income from provision of arrangement services is
recognised when the services are rendered.

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 périod of time to get
ready for its intended use or sale. Other borrowmg costs
are expensed when |ncurred . =

Borrjnwmg costs are capltallsed as part -Of .the cﬁt‘a ofa i -
qualifying asset When expendlture for ;théasse'r.ﬁ belng = Je

~incurred, borrow.}ng costs are belng in
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.8

Impairment of non-financial assets

Interests in subsidiaries and associates 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.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9

Financial assets
The Group's accounting policies for financial assets other
than investments in subsidiaries and associates are set out

below.

Financial assets are classified into the following categories:

held-to-maturity investments;

- 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 purchase$ of financial assets
are recognised on trade date. When financial assets are
recognised initially, they are measured at fair'ilalu'e , plus, in

the case of |nvestments not at falr value through profit or

Ioss
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9 Financial assets (continued)

()

(ii)

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturity that the Group’s management
has the positive intention and ability to hold
to maturity. Held-to-maturity investments 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.

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 cIassif'ied

~as held for trading unless they are designated as
 effective hedging instruments or financial guarantee

contracts. t WY A/
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9 Financial assets (continued)

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

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; or

—  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 ba5|s to the
~ key management personnel; or
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9 Financial assets (continued)

(iii)

(iv)

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 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.

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. 3
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9 Financial assets (continued)
(iv)  Available-for-sale financial assets (continued)

For available-for-sale investments in equity securities
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.

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 thé debtor;

- abreach of contract, such as a default or dellnquenq
in interest or prlnopal payments;
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3. EAESHBEME(E) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

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.

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

(@)  Financial assets carried at amortised cost

If there is objective evidence that an impairment
loss on loans and receivables or held-to-maturity
investments carried at amortised cost 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 of the period in which the reversal occurs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.9 Financial assets (continued)

Impairment of financial assets (continued)

(b)

(c) T Fmanctal assets carr/ed at cost

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.

Reversals in respect of investment in equity
instruments classified as available-for-sale and stated
at fair value are not recognised in the 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 |mpa1rment losses in
such cwcumstances are recognised i in prof_ t or Ioss
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3. EXREFBEHEGE 3.
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3.9 Financial assets (continued)
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Impairment of financial assets (continued)
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Financial assets carried at cost (continued)

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.

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.

3.10 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. 3
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.11 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.

Deferred tax assets and liabilities are not _recdghi‘sed 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 ne4ther taxable 2 [ G
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3. EXREFBEHEGE 3.
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3.11_Accounting for income taxes (continued)
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Changes in deferred tax assets or liabilities are recognised
in the 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,

(@)  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

(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 eit'heIr
to settle current tax liabilities and assets on a

net basis, or to realise the assets and settle the

- liabilities S|multaneously, |n.each future pe;}od
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.12

3.13

3.14

-

-._*J“ that the a

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
amounts 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 transadion.

Leases

An arrangement comprlsmg a transactio or a serles of
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.14

3.15

Leases (continued)

Where the Group has the right to use of assets held
under operating leases, payments made under the leases
are charged to profit or loss on a straight line basis over
the lease terms except where an alternative basis is more
representative of the time pattern of benefits to be derived
from the leased assets. The Group occupies office space of
a fellow subsidiary and reimburses it the Group’s share of
operating lease payments.

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.




SHK Hong Kong Industries Limited
W LREA AR

NOTES TO THE FINANCIAL STATEMENTS

B 5 i % B

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

3. EXREFBEHEGE

3.16 A&

-"!"5"&- -

AEBEcHBEREREEMESR  ETE
A~ R AR R— R Z M8 A K
B BRREATESIRRAEBSRERE 2 &
BaffE -

BHBEDIRAEE2ETLTAZ &1 H
RrERR - FTA S ﬁ@ﬁiZﬁw%mE$$
B2 A SRR TS

ERERD CETERRIGEHSERR -
BUBHERM GRS -

WRAFBEERR - ERARBAR TR Z 5
FAS—BFBAERK - HBE B BERRE
AiEEes - AIE B ERSESUREBUE R R
BRERERHAE  MIREERZZHE
REBmER

PTAETA

A TA(BBEAFHRAHIATR) AL

FEFtE(RMEE30)

B

%m&&%ﬁﬁ%i%ﬁ$ﬁw

v
.
I

B Ao B
2B A E MR -

= A

RRERHASE | ERACIRRIRE)
| EREE M2 EAEER ﬁ%@ﬂﬁqﬁ@#
RS AL S =

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.16 Financial liabilities

The Group’s financial liabilities include other payables,
accrued expenses, amounts due to a holding company and
a fellow subsidiary, borrowings 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 3.7).

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

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 der{vatives are
measured at fair value (see Note 3.10).
1
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3. EAESHBEME(E) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)
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3.16_Financial liabilities (continued)
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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 recognsied 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.

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; or

- 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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.16

3.17

’ .,of the;gyarante; as income

Financial liabilities (continued)
Other financial liabilities

Other financial liabilities including 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.

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 = defer,re"d- iﬁcqmé.

The |amount of the guarantee |n|t|a[ky"recogr+ﬁ3d as
deferred income is. amortised in profit or“loa‘s over.Ehe term =

ddition prbVISl_QﬂS'
obable tflai h
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.18 Related parties

For the purposes of these financial statements, a party is
considered to be related to the Group if:

(i)

(ii)

(iii)

(iv)

(vi)

the party has the ability, directly, or indirectly through
one or more intermediaries, to control the Group
or exercise significant influence over the Group in
making financial and operating policy decisions, or
has joint control over the Group;

the Group and the party are subject to common
control;

the party is an associate of the Group or a joint
venture in which the Group is a venturer;

the party is a member of key management personnel
of the Group or the Group'’s parent, or a close family
member of such an individual, or is an entity under
the control, joint control or significant influence of
such individuals;

the party is a close family member of a party referred
to in (i) or is an entity under the control, joint control
or significant influence of such individuals; or

the party is a post-employment benefit plan which is
for the benefit of employees of the Group or of any
entity that is a related party of the Group. !

Close family members of an individual are 'those'family
“members who may be expected to mﬂuence or=be

2

¥ 'q.t

) _|nﬂuenced_b5u that |nd|V|duaI in their dealings with the
; -‘-..'. émHy -

1.-‘3__ “'\_ r, ~
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3. EASBEMEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3.19 ZEHRR 3.19 Segment reporting

RIBEB B SHREERIFESH - D BPERNE Under HKFRS 8, reported segment information is based

BIAASBEEEREHAEE  AREEZ
BEMARTEETIRE - WITERHRAZ
BRI eEFE AN G D BEBEE - ARE
RIBBR BB IR E R F8IRH 2 #F 2 MATER
Rt ERREE B BMIERE ER R BERE
AFRAE 2 -

SANE AR SRR ESRH - RIEEH S
BT AL EHTEBHNBE TR A
BT PREAEE S EHAR N RS
WEMZSERNETR - SEBBREE SR
TERAE—BEESH  METG25I5E
W o

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 instruments investments.

Accordingly, segment disclosures are not presented.

4. BARSTHhE R 4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

st R A e TN E TG - WRBREKEHRLE Estimates and judgements are continually evaluated and are

HAZ(BERAEBBATHEEENREGEZRRSE based on historical experience and other factors, including

{H-FEHR ) ZE R o expectations of future events that are believed to be reasonable

under the circumstances.

41 BRESHETRER 4.1 Critical accounting estimates and assumptions ;
AEFEGBBEDEEREBE - BmEL> The Group makes estimates and assum[i)_tio'ns concerning i . ‘_; -

BEERERAZARINEAERER - T
XA EARRKEEH T —EMBRFEN
éi%&ﬁ1aﬁ§ﬁfﬁf¢&ik3§¥2ﬁﬁmﬁ&. L

the future. The resulting accounting estimates will, by
4 deflnmon, seldom equal the related actual
- o - .e%tlmaj_es, and assumpt|ons that have

- R& A R LaNRENS J" ,caus| g am aterl.al adj.ustmen to the
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1

Critical accounting estimates and assumptions
(continued)

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.

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.

Fair value of financial assets and liabilities

The best evidence of fair value is the published price
guotations 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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4. BRETHHERAE(E)

4.1

4.2
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4, CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1

4.2

Critical accounting estimates and assumptions
(continued)

Determination of active market

HKAS 39 defines that an active market as one in which
quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm'’s length
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.

Critical judgements in applying the entity’s
accounting policies

In the process of applying the Group’s accounting policies,
management has made the following judgements which
have the most significant effect on the amounts recognised
in the financial statement:

Classification of held-to-maturity investment

The Group follows the HKAS 39 guidance on classifying
non-derivative financial assets with fixed or determinable
payments and fixed maturity as held,t'p-r'r-ia'gurity. This
classification requires significant judgement. In making this

judgf'ment, the Group evaluates its inter'a_,t_'d,r‘\_ahd ability to

hold such _in_vestme_nts to maturity. e z
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4, CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.2 Critical judgements in applying the entity’s

jﬁl‘_“

4 S o |r:p,cobeible that the econon‘uc benefits associated
".,,-. - with the transaction will flow to the group,

RS ‘\-\_ ‘r pr% to receive the.eb'ns derati on.
Tl

accounting policies (continued)
Unlisted equity instruments

HKAS 39 precludes the Group from measuring equity
instruments at fair value, if the fair value of investment
in equity instruments that do not have a quoted market
price in an active market is not reliably measureable. In
making this judgement, the Group considers the following
information:

—  the variability in the range of reasonable fair value
estimates is significant for that instrument; or

—  the probabilities of the various estimates within the
range cannot be reasonably assessed and used in
estimating fair value.

Recognition of revenue/other income

Revenue/other income is recognised when the Group’s
management determined that it is probable that the
economic benefits will flow to the Group and revenue/
other income can be measured reliably. This recognition
requires significant judgement. In assessing whether the
outcome of a transaction can be measured reliably, the
Group’s management has considered and satisfied with
the following conditions:

- the amount of revenue/other |ncome can be

~ measured reliably; and
L

Tyt i &,

i? ‘the
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5. WA 5. REVENUE
REBZ TEXBENMTI1HRE - KEB L% The Group's principal activities are disclosed in Note 1 to these
Tt EEE) 2 A © financial statements. Turnover of the Group is the revenue from

these activities.

NERNERREARNEFBETBELE 2 IWALLT - Revenue from the Group’s principal activities recognised during
the year is as follows:
2009 2008
—EZThE —ETNF
HK$’000 HK$°000
FET FET
Interest income from available-for-sale financial assets
IR geeh=—1 %= - RS ON 21,884 300
Interest income from held-to-maturity investments
FEEREIRE Z A S A 6,477 18
Interest income from bank deposits
RITIFRAEUA 519 6,525
Dividend income
& S A
— listed investments
- FiiRE 9,745 9,703
— unlisted investments

- FELmRE - 368 o

38993 16,546 Lo




SHK Hong Kong Industries Limited
WL ERRAR

NOTES TO THE FINANCIAL STATEMENTS

B % i Ak Mt ouE

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

TEEE L ST TN

Hig A (B518) 558 6. OTHER NET INCOME/(LOSS)
2009 2008
—EENF ZET)N\F
HK$°000 HK$'000
FET TETT
Fair value gain/(loss) on financial assets and liabilities
at fair value through profit or loss
RAHEFIR MRS RER 2 B EE
kBB AT EWE(&18) 243,232 (427,325)
Receipts on interests in Grand China Shares (Note)
FTEEMLZE AR ) R ORR (BT RE) 50,000 60,000
Gain/(loss) on disposal of
available-for-sale financial assets
HETHBNENKEE 2 W (EBE) 8,238 (793)
Sundry income
FETAWA 177 236
Exchange loss
B EE (548) (654)
Arrangement fee income
e E WA - 4,418
Impairment of available-for-sale financial assets
A S BT & B 2 RE R - (6,294)
301,099 (370,412)
Vo2 Note:

NWAEEBE_FERNFR_F2LEF+_A=1t—HBF
Bz &2 FHBHERMAFL - R _FTNFASEEN
EfEERER AR ([FEMZE )RS (EERZ=
#]) o Bl (AR el AKEREHERASERFERF

EMEARARABARBMEARAR) ([HREM=E])

H934.22% B A #E2S - A{8 5190,000,000/8 7T * IZEFMIE
BARK2ITIAEN97,850,000 kB EEARK 1 TTHH
%ﬂﬁ%ﬂ%ﬁ(r%ﬁ%ﬁ_ﬂﬁﬂ%ﬁp ® {l

~ return for the 97,850,000 shares of Grand C

As detailed in the Group’s annual financial statements for each of the
years ended 31st December, 2006 and 2007, the Group entered into an
agreement with Grand China Air Company Limited (“Grand China”) (the
“Grand China Agreement”) in 2006 and pursuant to which, among other
things, the Group agreed to dispose of the 34.22% equity interest in CR
Airways Limited (now known as Hong Kong Airlines Limited) (the “CR
Airways”) held by the Group at the consideration of HK$190,000,000 in
t "hina of R_@:each at RMB2
e 7 yr4
> m

each (the ”Grand:China Shares”).

-

&
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6.

Hitlg A~ (F518) 5 ()
Hiet (8

?ﬁ*ﬁﬁiﬁﬁ%ﬁﬁﬂn%ﬁi%ﬂﬁ: RNREFR B ()EBHEF—

DAL FEXI62,182,00078 T A &= At ZE ASE AT IR R (EE B
%ﬁﬁxﬁ{an’&nmz 181,818+ = Az I i AR ([ EHA %
51) 0 BNFP EARZERI34.22% % - I H S EIRRRD FRTE
ALZe AR B G AR EE A R 178H97,850,000 8372 /i 2= ik
5 5 (i) BEsER T 4{E%9111,512,000/8 T HIFR EATZEALE -
CHERDIEAIARRERE S ([A TEEFE D RIRE ; (il)RHE
FE U R A e AR R B ST AE (T 2554 ) A9 4916,667,0007
AN ZE([ANEE ) 2B A 0B REF S NATERE
A R(iv)BERE R E2 A NA R HAOMEIEE - Bt
A UREEEL A R B e 2 AR5 s ([ RERRAERRD 1) ©

N_ZBRENA - ARE TR EM =B RE L)
REGES MERE  ANRERERERD (ZEERE R
B REBGEEEMRREI P EMEMIFEE]) © A - 7
R4 AKESAFERESH  MEREENERER
;%LHB?E_J:EEW%E SRR DA BT M TR

REEZZTAF+_A=1T—HILFER  ERMERE
FETHBPER KA EMEEREE - ARBREEHERN
ERZERG - FREREERT BEMEMISEE - EEﬁA
BUH IR =Mz 15 & E KRR =M ZE R
I BREI{EA 51190, 190,000/8 7LHI Eﬂniﬂﬁ‘%ﬁéaﬁ’\ﬁ
E-TTXNF+ A=+ BIEFEREKERINE

#:3?/\¢EH+£H A BURAEBZE=F
(TERr)EAKE-—WEB ARG LB Bt BEA
) & AN B B A 5 2 i 22 162%@‘1;%11% A&
{14 ££110,000,000E T 2 XN EB - AEER=_ZZT/)\F
+-A=+—BIEER " BEK lJEjJ_T—IiE/TAZiﬁﬁ
60,000,000/8 7T * WEBBARBER_ZSZEN\FHERE
WA - AEER=_TTNFHABKIEEFZFHFTES

\

s HK$50 million balance payment in cash from the Buyer i Apnl-2009 The
~ amount is re’t:pgﬁ sed as, income in the consolldate
9 duﬂlng the ytzﬁr
-h.'——

50,000,000 - A A KERERAMIABRAKA -

OTHER NET INCOME/(LOSS) (continued)

Note: (continued)

In connection with the execution of the Grand China Agreement, the
Group agreed to (i) convert a partial principal amount of approximately
HK$62,182,000 of the CR Airways’ Class A convertible debentures
into 62,181,818 ordinary shares of HK$1 each of CR Airways (the
“Converted Shares”), which represented 34.22% of the equity holdings
in CR Airways, and to dispose of the Converted Shares to Grand China
in return for 97,850,000 shares of RMB1 each of Grand China; (i) waive
its remaining investments in CR Airways’ Class A, Class C and Class
D convertible debentures in the aggregate amount of approximately
HK$111,152,000 (the “Remaining Debentures”); (iii) waive all its rights in
relation to the entire principal amount and accrued interest of promissory
note of approximately HK$16,667,000 (the “Promissory Note") due from
Mr Yip Kwong (“Mr Yip"), shareholder of CR Airways; and (iv) waive the
option granted by a company wholly owned by Mr Yip to purchase its
interests in CR Airways (the “Option Shares”).

In June 2006, the Group completed the transfer of the Converted Shares
to Grand China and waived the Remaining Debentures, Promissory Note
and Option Shares (the transferred Converted Shares and waived assets
collectively referred to as the “CR Airways Financial Assets”). However,
in the same year, the Group was informed by Grand China that Grand
China encountered difficulty in registration of the Grand China Shares.
The Group also experienced difficulties in negotiating with Grand China.

In view of the title uncertainty and the lack of cooperation from Grand
China, the Group did not recognise the Grand China Shares and made
a decision to derecognise the CR Airways Financial Assets during the
year ended 31st December, 2006. As a result of the derecognition of
the CR Airways Financial Assets and the failure to recognise the Grand
China Shares, the carrying value of the CR Airways Financial Assets in
the aggregate amount of HK$190.19 million was charged to the income
statement for the year ended 31st December, 2006.

On 15th April, 2008, a third party independent of the Group (the “Buyer”)
entered into an agreement with a subsidiary of the Group, according to
which the Buyer agreed to pay for the Group’s interests in the Grand
China Shares at a total consideration of HK$110 million to that subsidiary.
During the year ended 31st December, 2008, the Group received HK$60
million non-refundable amount in cash from the Buyer and that amount
was recognised as income in 2008. The Group received the remaining '
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7. BRI 7. FINANCE COSTS
2009 2008
—EENF ZET)N\F
HK$°000 HK$'000
FET FET
Interest on bank borrowings wholly repayable
within five years
ARAFANEBER 2 RITEBEEFR 480 A
8. FisBianEF(F8) 8.  PROFIT/LOSS) BEFORE INCOME TAX
2009 2008
ZEBEhF —ET)\F
HK$’000 HK$'000
FAET FET
Profit/(loss) before income tax is arrived at after charging:
FriS T A&,/ (&) BEINk%R TS E -
Auditor’s remuneration
ZEENB <
— charge for the year
- RNFE 300 345
— under-provision for prior year
- BEFEEBTR 50 =
Employee benefit expense (including Directors’
remuneration (Note 14)) (Note 13)
REREAAZ(BEESHE (ME14)) ¢
(MfsE13) , 5,403 3,116
Management fee (Note 31) 2k ' : P _
EREM(HHE31) e y wize [ RIS
Write off of trade receivable it . e -
ﬁ%}%l&%’)\mﬁﬁ T IR, L i ’(_'1 E b 18,008 ) :T: vy '-"* _‘ =
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9. FEHIRAX 9. INCOME TAX EXPENSE
EENEBITIAREE 7 (Het FE R S MR T & Hong Kong profits tax has been provided at the rate of 16.5%
16.5% (=2 /\F : 16.5% )5t E&HE - (2008: 16.5%) on the estimated assessable profits for the year.
2009 2008
—EENF —EE)N\F
HK$°000 HK3$'000
FET TFET
Current tax — under provision in prior year
AEBIE-EFEETR 61 =
FriSif ¥ MinE A RAE v @t f /(EE) Reconciliation between income tax expense and accounting
ZHERITE ¢ profit/(loss) at applicable tax rates is as follows:
2009 2008
—EENF —E2T)\F
HK$'000 HK$'000
FET BT
Profit/(loss) before income tax
FrisBianas, (EiR) 295,643 (376,370)
Tax calculated at the applicable rate of 16.5% (2008: 16.5%)
BERRE16.5%(ZFT/\F : 16.5%) st E2HE 48781 (62,101)
Tax effect of non-deductible expenses : z
TR S 2 B s & ‘ 5360 19,573 S
Tax effect of non-taxable revenue » e - = e e AN
BARBUNA 2 BB E gAY . e - (0630) (18534
Tax effect of unused tax losses not recognised i .| 4 = e sy,
NHERR 2 AL %H%Eﬂaﬁﬁ%%@ o
Utilisation of previously ur‘ire,cggnlsed tax Iosses:-_‘ Ir
- BA %auakﬁmﬁ%%?g% -3 a2
R\ Others 5 o ‘—'ﬁrf:* Ykl
i o .:E‘;-"" :
g

Income tax expense
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BERRTREBRNRGAE _EENE_TZTA

FRMEERL - BEENE fR%R?-EBW.S%uWE,Ei
16.5% ° Bt * NREEHARBHFHEAE

R_ZTENFF+_A=1+—8 FEEEFEXAHH
518 B 18 49 176,598,000 T (— BT )\ £ 7
370,075,000/ 7T) « AIAEREAZEBEBZA
AR FERTLE A B ARG o AREIETE) Huﬂix/ﬁ
FIRR - AW SR Z SR EERERELETEE
E o BEBRIREED  ZEHRBBETSER °
% A IVEE AR ERIELESIAAE -

Eé:g ENF+—A=1T—8  ARAEERRHE
REEHRBREENAB(ZTTNF  8) -

ERARREFEARLER,(FE)

RN TRER B AEGEARA 5= 5295,582,000( =
=\ : [518376,370,000/87T) m%IJ323,879,ooo
BIT(ZZTZT)\F : F518317,895,000/%70) ERA R
A2 AR MBI o

IRE RALRIR R R

EERBARBRACANKRE  TEHEBE_TTAH
ERZEZNFT_A=T—HILFERERS -

RZZZENFF+_A=FT—HFER E%AHE
BATAFRRAER ([ Z T NFRREE]D) -
B_ZTTENFRA-_Tt= E%Wk%%%Zh%ﬂ
FERRITERE —HRAKRESE  NJEABETR
0.338BTLITE * RBEITE—FREN - TAFKZ
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INCOME TAX EXPENSE (continued)

Hong Kong SAR Government enacted a reduction in the profits
tax rate from 17.5% to 16.5% from the year of assessment
2008/09. Accordingly, the current tax has been calculated using
the new rate.

As at 31st December, 2009, the Group has unused tax losses
of approximately HK$176,598,000 (2008: approximately
HK$370,075,000) 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, 2009 (2008: Nil).

PROFIT/(LOSS) ATTRIBUTABLE TO THE EQUITY
HOLDERS OF THE COMPANY

Of the consolidated profit attributable to the equity
holders of the Company of HK$295,582,000 (2008: loss of
HK$376,370,000), a gain of HK$323,879,000 (2008: loss of
HK$317,895,000) has been dealt with in the financial statements
of the Company.

DIVIDEND AND BONUS WARRANTS

The Directors propose to preserve cash for investment activities
and do not recommend any dividend for the year ended 31st
December, 2009 and 2008.

During the year ended 31st December, 2008, the Board had
approved an issue of bonus warrants (2009 Warrants”) on
the basis of one warrant for every five shares held by the
shareholders whose names appear on the Register of Members
on 23rd May, 2008 at a subscription price of HK$0.33 per share
with one-year term from its issuance. All the remaining 2009
Warrants expired on 28th May, 2009.
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HEZ

BRAET-A=+—ALEE

12. SREBF,(EE)

BRERAF (BE) DIREAQR#ERSEE AR
158N,/ (E518)#)295,582,0008 T (T N\ -
E 18 #9376,370,000% 7T) R A FEE BT L BR
2 NNAE 5 £1493,164,880,0000% ( — BT )\4F : 4
1,869,172,0000% )5t & o

BE_TTAE+ A=+ -HULEETHRES
AR (EE) HREARD Wémﬁﬁ/\ﬁéﬁaﬂ
/(E18) 49295,582,00058 7T & AN [ s 28 &
BEBENERIEETE mﬁxzmﬁéﬂ?i’]ﬁ&f@
3,272,433,000/%51 & o

W E-TT N\ F+ A=+ HIEFELEFESE
BrEBRER  ARBESEZTEERZFEANS
RFETISER

ARARREEFREARBERT,(BIB) TR
T &EE

12. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based on
the earnings/(loss) attributable to the equity holders of the
Company of approximately HK$295,582,000 (2008: loss of
approximately HK$376,370,000) and on the weighted average
number of approximately 3,164,880,000 (2008: approximately
1,869,172,000) ordinary shares in issue during the year.

The calculation of diluted earnings/(loss) per share for the year
ended 31st December, 2009 is based on the adjusted earnings/
(loss) attributable to the equity holders of the Company of
approximately HK$295,582,000 and on the weighted average
number of approximately 3,272,433,000 ordinary shares
outstanding during the year, after adjusting for the effects of all
dilutive potential ordinary shares.

No diluted loss per share was calculated for the year ended 31st
December, 2008 as the exercise price of the Company’s warrants
was higher than the average market price of the Company’s
shares for that year.

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

» 'Effect of dilutive potential ordlnary shares“%: _u_—_—

Earnings/(loss)

BRI (F8)

Earnings/(loss) for the pur.bose of basic earnmgs/(loss) per share

2009 2008
—EBhE —EENE
HK$'000 - HK$'000
FHz AT

(profit/(loss) for the year attributable to the eqmty holdels of the COmpah){)-l "~

FHLA#ﬁEH&%ZK@%I/(Eﬁ@Z&ﬂ/Oﬁﬁa
(RATREREER DGR, (B518))

”ﬂﬂﬁZ@E%%xﬂFg
Adjustments xw gsi
s' ordinary shares ar

~?¢$A7a’&ﬁﬁ T

295,582
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12. BRER,(&E) (&) 12. EARNINGS/(LOSS) PER SHARE (continued)
2009 2008
—EThE —BEN\EF
‘000 ‘000
FE FhR

Number of shares

ROEE

Weighted average number of ordinary shares for the purpose of
basic earnings/(loss) per share

RN EGREARRT,/(B518) 2 TR NETFH 8 3,164,880 1,869,172
Effect of dilutive potential ordinary shares for warrants
FRARIERE PR 4 2 il OB e 107,553 -

Weighted average number of ordinary shares for the purpose of
diluted earnings/(loss) per share

AUTESREERT(E8) 2 LRk inE T8 3,272,433 1,869,172
13. EEEFEZ(BREESEHE) 13. EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTS)
2009 2008
—EENF —TT)\F
HK$000 HK$°000
F#ET FET
Basic salaries
EX#HE : ! 2,327 _ 2,977
Discretionary bonuses -
L 27 N ' 2,986 44
Contributions to defined contribution plan 1 : _ pd
TERAESEESER E v - 920 ' 95
A e | . sy - i P o E
| ||H |||||||HI 'I'.' i — 5,403 .I-:E? f _'.371'.16,’" %

= Uk #

R
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14. EEFHESHREBEAEHS

14.

DIRECTORS" REMUNERATION AND SENIOR

MANAGEMENT’S EMOLUMENTS

Independent Non-Executive Directors

BUFHTEE

Ambrose So Shu-F:f-ii:.'.\.E?I ! iyt

bty =
ﬁ / - h
Mﬂ‘]% -

AlbertHo 1:"5#3"" ,:.‘“ ol

AR i BB
Lam Tak Yee
AEE

141 EEM < 14.1 Directors’ emoluments
2 ENESZMenT The emoluments paid or payable to the Directors were as
follows:
Other
Directors’ fees emoluments Total
EEHne Hi < a5t
HK$’000 HK$°000 HK$°000
FET FAET FET
2009
—EENEF
Executive Directors
HITES
Warren Lee Wa Lun (resigned as Managing Director and appointed
as Chairman on 16th March, 2009)
FEROZZETZNF=A T BFHEEF AR RERERER) 20 5,026 5,046
Mark Wong Tai Chun
F R 1 - 1
Edwin Lo King Yau (resigned on 31st October, 2009)
BRE(N_ZEZNFTA=+—HEE) 20 = 20
Non-Executive Directors
IENITES
Arthur George Dew =
DS 70 - 70
Peter Lee Yip Wah -
T P20 - AR A




SHK Hong Kong Industries Limited
W LBERRAH

NOTES TO THE FINANCIAL STATEMENTS
B 75 ¥ A& B Gk

For the year ended 31st December, 2009
HE-_ZThEF+_A=+—ALEFE

14, EEFMLREREEAEME(E) 14. DIRECTORS' REMUNERATION AND SENIOR
MANAGEMENT'S EMOLUMENTS (CONTINUED)
14.1 ESH<E (E) 14.1 Directors’ emoluments (continued)
Other
Directors’ fees emoluments Total
BEE0E E & A
HK$°000 HK$'000 HK$°000
FET FAET FAET
2008
—ETNF
Executive Directors
HITE
Warren Lee Wa Lun
iy 20 2,590 2,610
Edwin Lo King Yau
B3 1 = 1

Mark Wong Tai Chun* (appointed on 5th December, 2008)
IR (N _BENF+_ALHEZEE) = = 2
Lee Seng Hui (appointed as Chairman on 23rd May, 2008 and resigned
as Chairman and Executive Director on 5th December, 2008)
FRER_ZENFAA_T=AREZERERE
ER_ZZENF+_ARBEBREREFERITES) 66 - 66

Non-Executive Directors
JEMITES

Arthur George Dew
G 6 - 6
Peter Lee Yip Wah
P

Mark Wong Tai Chun (ceased to act as Alternate Director

to Arthur George Dew on 5th December, 2008)
FRAMN-BEZNF+_ARARIEETANTEZBHEES) - = =
Tony Fung Wing Cheung (retired as Chairman

and Non-Executive Director on 23rd May, 2008)

kR ZEENFAA T =HREREERIFRNITESE) 20 - 20
Peter Fung Yiu Fai (resigned on 23rd May, 2008)
HRENRZZEZTN\FHA=T=HFT) 20 - 20

Kin Chan (resigned on 18th January, 2008)
BRiE(M=ZZENF—A+/\BEE) = = .

Independent Non-Executive Directors

BN IEITE S

Ambrose So Shu Fai

Fap 20 L 20
Albert Ho

fAIHRAR 70 = 70
Lam Tak Yee# (appointed on 23rd May, 2008)

MEE#H RN \FRAZ+=HESZE) = = -
Alexander Chow Yu Chun (resigned on 23rd May, 2008)

AFENR=Z2Z/\FAA=T=HEE) 120 - 120
363 2,590 2,953
* REZZFZTAFNANA  NARBRRERRA % Shareholders of the Company approved Mr. Mark Wong Tai
$ﬁ@t&t7§£k%igﬁ$§ﬁtmgﬁuﬁm Chun be entitled to receive a director’s fee of HK$20,000
BRI FF20,00087T - BIBE_TENF per annum on a pro-rata basis, i.e. approximately HK$1,500
+=Z A=+—HI-FE1,5008 T ° for the year ended 31st December, 2008 in the annual
general meeting on 9th June 2009.

£ REZZNENANR - ARRRRERRE # Shareholders of the Company approved Ms. Lam Tak Yee
FRE LM ENEBRIEENBE_ZT be entitled to receive a director’s fee of approximately
NEF+_A=1+T—HLEFEKRESTHELH HK$43,000 for the year ended 31st December, 2008 in the

43

,000/8 7T ° annual general meeting on 9th June 2009.

80 Annual Report 2009 _ e ; <8 ¥ e et p
—®E NG S H P b L (=4 s e R
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14, ESEHMRSREEASHE (H) 14. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (CONTINUED)

141 EEEE (E) 14.1 Directors’ emoluments (continued)
RAFEERNTEST T TR EE EREKRE There was no arrangement under which a Director waived
BETE RS - or agreed to waive any remuneration during the year.

14.2 UGB EHMAL 14.2 Five highest paid individuals
AEEREEAUGEEFMATEENRES The five individuals whose emoluments were the highest in

ZEE)N\E:OR)  EMEC RME S the Group for the year included four (2008: four) Directors

WA HBR—((ZZZNF - () EEXF whose emoluments are reflected in the analysis presented
rgg@;ﬁ@ﬂguT : above. The emoluments payable to the remaining one

(2008: one) individual during the year are as follows:

2009 2008
—EEAF  —TT)\F
HK$’000 HK$'000
FET TFETT
Basic salaries
BEXF® - 114
Discretionary bonuses
By TEAT i} )
Contributions to defined contribution plan
TE R RET IR - 5
Others = :
Hth = 47 | -

BT — %(_Tﬁﬂit .%)AiZ@ﬂﬁﬂ\%’-
@@ 000 oo(bmzwﬁgﬁg W o _; ¥ o

WEE-FEAEL A=+
AEMLEAESS

-

EM-

:
e
&)
s
=

PO S SPS = - ol
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15. RHIBATRE FEWR(R)HKHE D BRIE 15. INVESTMENTS IN SUBSIDIARIES/AMOUNTS DUE
FROM/(TO) SUBSIDIARIES
ARATF COMPANY
2009 2008
“EThE ZZET)N\F
HK$°000 HK$'000
FETT FAET
Unlisted shares, at cost
FE MR - AR 1,503 1,503
Less: Impairment loss recognised
B B HERREAE S (103) (103)
1,400 1,400
Amounts due from subsidiaries
FEUR BT B A RIFIE 1,332,977 1,290,996
Less: Impairment loss recognised
B B R EE (383,838) (716,386)
Portion due within one year included under current assets
PIETRENE EE 2 —F N EIHIED 5 949,139 574,610
Amounts due to subsidiaries, due within one year included under current liabilities
JERBIBEZ —F AR H 2 KB A RRE (3,085) (7,424)
Bl (R)MBRARIZBAERE 2B RARE _ The amounts due from/(to) subsidiaries are unsecured, interest

K EE - Al AEZESBEARDEE (8 free and repayable on demand. Accordingly, the amounts are
& & ' B —

classified as current assets/(liabilities).

‘ ITAIA

R
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15. RIBATRE W (X)KHEBQTFE(E) 15.

INVESTMENTS IN SUBSIDIARIES/AMOUNTS DUE
FROM/(TO) SUBSIDIARIES (continued)

AT () COMPANY (continued)
INTAEZENBARIR-_ZZTENF+_A=+—H Particulars of the principal subsidiaries at 31st December, 2009
- are as follows:

Place/Country of Percentage of

incorporation and

Particulars of

issued capital held

Principal activities and

Name of Company kind of legal entity issued share capital by the Company place of operations
EMARL RRARRHEZ
DRHE BEXRFRERESR BRITRAFHE ERITREERL TEXBREXMH
Directly Indirectly
B Gk

Asia Vision Holdings Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,

limited liability company HK$0.01 each Hong Kong
TMEIRERBRAR B 2fRE @R - REFER

BREEAF BRAEEOVET ER
Capital Sharp Investment Hong Kong, 2 ordinary shares of 100% - Investment holding,

Limited limited liability company HK$1 each Hong Kong

ERREFRAF N 2R AR - REER -

BAREEAA SREEIET &k
Contana Investment Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,

limited liability company HK$1 each Hong Kong
KIRERR A B 2MRE @R - REER -

AREEAH BREEIAET §‘}% .
CMS Investments Limited Hong Kong, 1 ordinary share of 100% - Investment hold-mg,_

"-.“‘ ;Thgilong K(fﬁg Equity-' -

Guarantee Corporation Limited
-

i:ﬂong Kong‘

||m|ted liability company

I|m|ted Iﬁlﬁlﬁy ©

HK$0.01
1Hx‘§~ﬁﬁx
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15. RBATRE R (X)HEBARFRIEBEE) 15. INVESTMENTS IN SUBSIDIARIES/AMOUNTS DUE
FROMY/(TO) SUBSIDIARIES (continued)

COMPANY (continued)

AT (H)

Place/Country of Percentage of
incorporation and Particulars of issued capital held Principal activities and
Name of Company kind of legal entity issued share capital by the Company place of operations
AR, ARARRHEZ
NRER BXRNERERESR BRTRAFE ERTRAB O TEEBREXLE
Directly Indirectly
=k Gk
Long Set Investments Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong
RARERRAA e 2R EEAR RERR -
BREERAA BREETET 5
Long Resources Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong
BRERAF N 2[R E AR REZR -
BEREERR BREENET i
Longson Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
HAEBRAR N 2[R E R REER
BREEAHR SREEVET 0
Mix Limited Hong Kong, 1,400,000 ordinary 100% - Investment holding,
limited liability company shares of HK$1 each Hong Kong
ok 1,400,0008% & &A% - REZR -
BAREERAF BREETET B
Odelon Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
BRFIERAR el 2R E AR - AR -
BREEAA BREENET Bk
Long Portfolio Limited A Hong Kong, 1 ordinary share of 100% - Investment holding,
limited liability company HK$1 Hong Kong
B BRI - REZRR -
BREERR EEVET BB
Charm Force Investment Hong Kong, 1 ordinary share of - 100% Investment holding,

Limited A limited liability company HK$1 Hong Kong
BREE BB AR B TR @ik - REZR
BREFERAR EEET EE

A RERFER A Z AR A The companies were newly incorporated during the year.

The above table lists the subsidiaries of the Company which, in
the opinion of the Directors, principally affected the 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.

BEEeRR LRIBZARTMBAREAEE
RAFRXEEEEXERNBRFEEZTER
e BEERA JILEMHBRRFHBESERE
FHBRITE -
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16. REE D TER 16. INTERESTSIN ASSOCIATES
AEE GROUP
2009 2008
—EEAE  —TTNF
HK$000 HK$°000
FET FHETT
Share of net assets
DIEEEFE 3,267 =
Goodwill
S 50,852 35,964
54,119 35,964
Less: Impairment loss
R FERRE1E (35,964) (35,964)
18,155 -
RZZEZNE+A=+—H0 UTIRREEE As at 31st December, 2009, the following list contains only the
$Eﬂﬁ§xAﬂ¥T$¢F¥%§‘i$%ZﬁE?¥ﬁﬁ particulars of the associates of the Group which, in the opinion
EEAREZHENTERN BEZRE  GrlE of the Directors, principally affected the results for the year or
sk N RS E EUR Mt 2 BRHBRILER © the net assets of the Group. To give details of other associates

would, in the opinion of the Directors, result in particulars of
excessive length.

_ Group's
Particulars of Country of k= - equity .
Name of associate issued shares held  incorporation ~ Principal activities ~ interest Pt
gRERTREG 00000 RS - - S AEmr
BWEASEE 2R - EMRVEAR 0 OIEEE : *”—Eﬁﬁﬁ_:' -

Prres

- =
Oriental Cashmere lelted““ 2,000 ordinary sE’]ér 5
' ' _'g’f Us$leach

il

gt J_earnlng Ark Holdings
| lelted

p_ —

. ?."‘_"..

-~

R B ER 5

b | S

i e A S

L1
)

.
'._
X
e
i
L)
oy
L
[}
&
L]
‘.
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16. REEE QTR (E) 16. INTERESTS IN ASSOCIATES (continued)

AEE(E) GROUP (continued)

marised financial informa
attributable to the Grc

EERBE NS D AEERBHEER
WEHNAT

Total assets

BEMHRE 30,416

Total liabilities

afEeEE (65,502)
Revenue

WA 31,551

Loss for the year

NFEEE (10,947)

AEEYBELBRERERBE QR FE 2 ERR
RBEREMASE -
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17. At EMBEEE 17. AVAILABLE-FOR-SALE FINANCIAL ASSETS
EH GROUP
2009 2008
—EThE —ETNF
HK$’000 HK$'000
FETT FAET
Non-current
FEME
Listed equity and debt securities (Note 17.1)
TR R E T E S (FEE17.1) 347,900 53,751
Unlisted equity securities (Note 17.2)
FEETIRANE S (M1E17.2) 33,356 22,005
Total
At 381,256 75,756

ZEBHFZ AN TECEME33. 7l 252 -
A S IEEE AT EHBEHE :

Fair values for these securities have been measured as described
in Note 33.7. Available-for-sale financial assets are denominated

in the following currencies:

2009
—EBFIhF

HK$'000
FET __l.-

2008

—TTN\EF

HK$000
FET

HK$

B =3 3 —

Renminbi ("RMB") .A—;, -~ g
"1" =1 e

}\E% W Ao “"‘c'll ! r.‘j.

~ United Statg dollar (’Qlﬁ'p"}._-yarj
"r WET @ A 1.:-:.#*' ’

BI’I%I!H pound ("GBP")
- ‘n:ﬁfﬂ%

3

.
E e -
t‘r,;bn: 1'7"

102,003
14,123
208,667

56,463
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17. AIMtHEMKEE (&) 17. AVAILABLE-FOR-SALE FINANCIAL ASSETS (continued)
REBE(E) GROUP (continued)
171 LT RAEAZ SR EEES 17.1 Listed equity and debt securities
2009 2008
—EBNE ZZENEF
HK$’000 HK$°000
FET TFET
Listed equity and debt securities
LR ARES R ERES
— Listed in Hong Kong
-&ELm 66,048 28,375
— Listed outside Hong Kong
- BB T 281,852 25,376
347,900 53,751
Market value of listed equity and debt securities
EHBRAREBESMSEE 347,900 53,751
RSB E AT S R B RINE R 2 B These financial assets are subject to financial risk exposure
FEE o in term of price and currency risks.
Lt HBEAEAE T ALEIRETRTIENRE Fair values of the listed equity securities have been
A BMEssEET o determined by reference to their quoted bid prices at the

reporting date in an active market.

| “'“J

R s ke
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17. ARHEMBEE (B

17. AVAILABLE-FOR-SALE FINANCIAL ASSETS (continued)

AEE(E) GROUP (continued)

171 LB AEBFREEZZH(EF) 17.1 Listed equity and debt securities (continued)

Fair values of the listed debt securities have been

ETEBES A TETRA T 2 G ER
METE - determined by valuation technique as described below:

AEERE REATABTBAREES © K
BEFMEREERS D RMEAKED : &5

The Group held hybrid instruments comprising convertible
bonds, perpetual bonds and guaranteed notes, which
D R EARE SR D o NEED IGEESH O E A are separated into two components: the debt element

Al E WIS B E M EAE IO D E AT E SR and the options element. The Group has classified the
TH- debt element as available-for-sale financial assets and the

options element as derivative financial instruments.

BERHERMERZIERBRRANT

The methods and assumptions applied for the valuation of
the bonds are as follows:

() (EFEGEE ()  Valuation of debt element

EHIBHRVIIAHER B2 A T ERER KB
BIZSEREAZ A TFEEZS 2 EER
BAPHER  BEEZTEER R_TF
hWE+=ZA=+—8  E5F2 2 FE
49 /4305,998,000/ 8 L (ZEZ\F : 4
/37,787,000 7T) + W TYIRFTE K 2K
HERMBPZARBE S RERBANET
ZHREMmMTE - Bkl RTH2 88
ERRZIEEBE -R=ZTNF+=

A=Z+—8  B5BHZERIMEN T

5.56%%16.73% ° EHH A FETIIEE
N E R EREEHME AR AR ([REF
ENEFT- e

The debt element is recognised at fair value at date
of initial recognition and subsequent measurement
with fair value change at each reporting date
recognised directly in equity until the instrument is
sold. As at 31st December, 2009, the fair value of
the debt element is approximately HK$305,998,000
(2008: approximately HK$37,787,000) which
was calculated based on the present value of
contractually determined stream of future cash
flows discounted at the required yield, which was

| determined with reference to |nstnuments of similar

terms The effectlve |nterest rates of the debtj_
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=
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L]
Ll
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REE ()

17.1 EHRAEZREKE S (H)

(ir)

PTAET AR 1A 1E ()

1 F = 18 =\ HHE e (B AR AU AR AR (B 5507
ST ABGBETHE - ZERZERHA
BIRENF2.9587LE15.96/87T + TEH
BN F38.31% £86.29% @B
RN TF0.73%E1.72% » B HARE N F
2.32F FE4.43F - RIBAAAR B WG R NTF
1.70%%3.95% °

{F AVasicekiB R HH T K EEH R ER
ZEMITE T AR EITEE o &R
BRAREBREAFNT040E2.70 ' &
RSP FIR A F4.56% 25.34% » KARHA
FRNTFA441%ZE4.49% °

5 A IR BEPE AE A S — (D (R EIR DT
ST HEIPHETHE - ZER ZEBRBA
FEAE16.73% @ BIHARHA434F &
[R EE A2.38% KR ENIEA23.92% ©

P T ARG ATED MBS AE
ER TR -

B % i Ak Mt ouE

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

17. AVAILABLE-FOR-SALE FINANCIAL ASSETS (continued)

GROUP (continued)

17.1 Listed equity and debt securities (continued)

(ir)

Valuation of derivative element (continued)

Binomial Option Pricing Model is used for valuation
of derivative element of convertible bonds.
Significant inputs into the model were stock price
ranging from HK$2.95 to HK$15.96, expected
volatility ranging from 38.31% to 86.29%, risk free
rate ranging from 0.73% to 1.72%, time to maturity
ranging from 2.32 years to 4.43 years, and expected
dividend yield ranging from 1.70% to 3.95%.

Vasicek Term Structure Model is used for valuation
of derivative element of certain perpetual bonds and
guaranteed note. Significant inputs into the model
were drift factor ranging from 0.40 to 2.70, long
term run mean interest rate ranging from 4.56% to
5.34%, and current interest rate ranging from 4.41%
10 4.49%.

Binomial Lattice Model is used for valuation of
derivative element of a guaranteed note. Significant
inputs into the model were effective interest rate of
16.73%, time to maturity of 4.34 years, risk free rate
of 2.38% and volatility of 23.92%.

The fair values of the derivative element have been
determined by a firm of independent professional

) valuers, GCA.
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17. ARHEMBEE (B
AEE(E)

17.2 3k EHRARE 2

17.

AVAILABLE-FOR-SALE FINANCIAL ASSETS (continued)

GROUP (continued)

17.2 Unlisted equity securities

2009 2008
— —TTN\F
HK$°000 HK$'000
FAET FET
Unlisted equity securities, at cost

IE ETARARRE S  HERAR - 15,584

Unlisted equity securities, at fair value
EEmRAFS - RATFE 33,356 6,421
33,356 22,005

RZZBENF+—A=+—H8 ' ERERRE
BRI FFETRARBHES - RALER
ERMISREMS R A FEMGSBERML
EE UEEERREQFETEASEAE °

™ R ¥
caeg) 3

4-‘\!‘\. ol =1

vl uu . i _ i atl

l’b -
1‘:—).; _-17.7-'

As at 31st December, 2008, the unlisted equity securities
stated at cost less impairment losses are the securities with
no quoted market prices in active markets and the range
of reasonable fair value estimates is so significant that the
Directors are of the opinion that their fair value cannot be
measured reliably.
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18. ¥EZEIHKRE 18. HELD-TO-MATURITY INVESTMENTS

2009 2008
—EZThE ZEZN\F
HK$’000 HK$’000
FET FETT

Unlisted debt securities, at amortised cost
FEMEBFS - REIEA 16,990 =

Listed debt securities, at amortised cost

LETEBES - REHEKA 34,526 7,648
51,516 7,648

BT 78 75 B IA K TT R B MY 7 B RO B R R R
T —FER_ZT-RIBCER - BBESA
REHSBE B 2 EAFRNFA-EB+ ©

ZFRAZRHRE 2 I HERT:

The debt securities represent notes denominated in US dollar
with fixed and floating interests and mature in 2011 to 2015.
The debt securities are neither past due nor impaired and are
with credit rating ranging from A- to B+.

The fair values of these held-to-maturity investments are as
follows:

2009 2008
“EBAF —TENF
HK$'000 HK$'000
FHAT T
Debt securities, at fair value
BR&Es  BAFE 65,572 7,657

TEEE L ST TN

Ei%a‘%ﬁ!‘é@]%&EZQ$E%§Z@%%’AE€E*§Z

HEMERE -

Fair values of these held-to-maturity investments are determined
by reference to published price quotation. .

oy
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>
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19. EZREMBUKRREANRE

19. TRADE AND OTHER RECEIVABLES AND PREPAYMENT

&M GROUP
2009 2008
—EENF —ETNF
HK$’000 HK3$'000
FET TFET
Trade receivables (Note)
B 5 FRUGR(FH L) 7,985 58,305
Other receivables
HAt UK 13 19,440
Prepayment
FEf IR 636 185
8,634 77,930
2009 2008
—EZNF —ZETNF
HK$°000 HK$'000
FET FET
Gross carrying amounts of trade receivables
B 5 WG E AR (E 25993 58,305
Amount written off during the year (Note) : b
ANEE 5 N E TR IE (H 5E) (18,008) -
Trade receivables = '_.I
=L S jjI—— 7,985 58,305

%;m_?7{¢+_ﬂ“ﬁqﬂ B
B TJ Bridge Corp.(—Zi& BAERIRK L
*ﬁtﬁil‘\j)(ﬂ BrldgeJ)Fﬁﬁsﬂ'

ﬁ_, 205
ARA—2
sE=

e
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19.

B 5 R H PR R FE RO ()

REE (F)

BYRE - ()

RERBHE  BEARMEESRREEUNEF AT AR IE
FERBEBEIRNF I EER R ERGHERKTEHE
RiEEZ BR(TFEEXMHF])  WEEEAXARE - HR
B42% 24,000,000 ([HEMNR)ZEEHEHFREHB
BTYERF -

WEHEREMNKEE  BHRE  ETESTE A6
REAMAEE < EARRRAERERERT - BAEE
R RER N 2 AENREEREER - REBR
BB EMBMLLIGE - RAE S RRTTE X - A
AHEBRV 2 EBRERRMBERH AR HERBESE
FRATET - MESFBREBRERANEHELE  A5H
HAREESHEPRERNHIFHERBREEAK ZFTEX
- REBETTETRRER -

R_ZZNFNAZR  AERREEEA  RTEE
FHREETHBATHERREERERENET - B
It R ARERFRRBEENRALEERELR
PETHYSHERAERE -

HERBREENATEEAEXEGEMEETEER =
B EEERANASEEEHERREENRBE
TE o ZEA 7 ERMAARKEISHE - BXE45HE - 5
HARE R3.084F » K BN1E87.39% © R L R0.50% K #
SEEE&57.54% © MAXNE S ERKGIBELRERSELN
18,000,000 7T * BBz HR ©

AEEYERHBEEEGE  AAFEERTE
EERHNFEER - BHRBAZREANTAT

19.

B 5 i 3% B ek

For the year ended 31st December, 2009
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TRADE AND OTHER RECEIVABLES AND PREPAYMENT
(continued)

GROUP (continued)

Note: (continued)

At Completion Date, the Vendor had executed transfer forms in respect
of the Sales Warrants in favour of the Purchaser and held the duly
executed transfer form together with relative certificates representing the
Sales Warrants (“Escrow Documents”) in escrow pending full payment
of the Consideration. A cheque of US$4 million, representing 42% of
the Consideration (“First Payment”), was given to the Vendor by the
Purchaser on the same date.

If the Purchaser is in default of any of the payment sums, the Purchaser
agreed that, without prejudice to any claims and remedies the Vendor
may have against the Purchaser, the Vendor shall be entitled to forfeit
for its absolute use any payments of the Consideration already made
and terminate the Agreements by notice in writing to that effect to
the Purchaser and release the Escrow Documents to the Vendor for
cancellation of the executed transfer form and for return of the relative
certificates representing the Sales Warrants to the Vendor. If the Purchaser
defaults on the amount due under the Agreements, the Group'’s
recourse on the outstanding amount is limited to the Escrow Documents
comprising the Sale Warrants, and legal actions against the Purchaser.

On 3rd June, 2009, the Group received a notice from the Purchaser that it is
unable to continue to honour its obligation for the remaining balance of
the Consideration of the Sales Warrants under the Agreements. As such,
pursuant to the Agreements, the Group forfeited the First Payment and
took possession of the Sales Warrants from the escrow arrangement on
the same day.

Fair value of the Sales Warrants has been determined by a firm of
professional valuers, GCA, on the date that the Group took possession
of the Sale Warrants, by using Binomial Option Pricing Model. Significant
inputs into the model were share price of Japanese yen (“JP¥") 18, strike
price of JP¥45, time to maturity of 3.08 years, volatility of 87.39%, risk
free rate of 0.50% and dilutive factor of 57.54%. An impairment loss
of approximately HK$18 million was made on the outstanding trade
receivables and charged to profit or loss.

There is no specific credit terms granted and the Group allows
a credit period up to the settlement dates of their respective
transactions. The ageing analysis of the trade receivables was as
follows:

2009 2008
—2BNE —=T)\F
HK$°000 HK$'000
FET FET
Within one year
—FR 7,985 58,305
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19. EZREAMEBURERAMNRIER) 19. TRADE AND OTHER RECEIVABLES AND PREPAYMENT
(continued)
REBE(E) GROUP (continued)
NEBREIEFERIS ERE BRECE ZERRIAE The ageing analysis of the Group's trade receivables that are
BREEDATIOT - neither individually nor collectively considered to be impaired are
as follows:
2009 2008
—EZThE —EEN\F
HK$°000 HK$°000
FAET FET
Neither past due nor impaired
Aze BRI (E 7,985 58,305
B REWFIBRAEASRE - Z2E5 R I i H Trade receivables that were neither past due nor impaired
BRI o related to customer for whom there was no recent history of
default.
20. AMOUNTS DUE FROM/(TO) A FELLOW SUBSIDIARY/

20. Y (R)—ERRKE A B/ —BER QAR
b |

FEUr — I [F] B B R R R AR - BB RARN
BREEE ©
R—BRAMBEAR R —HERARFAREE
A B RANRBEREEE

¥
orE
=i

.
[~ 2 X I= -
:r’;b;:i-?'

A HOLDING COMPANY

The amount due from a fellow subsidiary was unsecured,
interest bearing and repayable on demand.
The amounts due to a fellow subsidiary and a'}ioldir}g company. -
were unsecured, interest free and repayable on_d'eg,na'r']d._,_. » Ly B




SHK Hong Kong Industries Limited
W LBE AR A

NOTES TO THE FINANCIAL STATEMENTS
Bf 75 i & MY Gk

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

21. BAFEIEREERRER S 21. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS

EE OUP

Equity securities held for trading
AR E ZBAES

— Listed in Hong Kong

-BB LM

— Listed outside Hong Kong

- BB AN £

451,493

52,083

Market value of listed securities

EWmEAEzHE 503,576

Unlisted structured financial products (Note 21.1)

I EAE Bt S A m (PHFE21.1)

Conversion options embedded in convertible bonds (Note 17.1)

R R AR B 27 2 PR (P E17.1)

UnIi_s_te(_j warrants (Note 21,_'.2)

36 L RRARHERE (HRE21.2)

UlﬁlEféEequity’@&jtles i
Enlil:) -——-_ _._-‘ Hl |
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21. BEAFEIRRERBREE 2 MBEEE(K)

REE (H)

PR FABBIIR e R AR 2 B A A T AU
HHE

21.

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:

2009 2008
—BBNE =BT\
HK$°000 HK$'000
FET FET
HK$
HBIT 457,236 229,350
usb
ETT 16,243 29,033
Malaysian ringgit (“MYR")
SRR ER (S5 30,000 28,375
Australian dollar (“AUD")
JRIT 239 4,372
2%
= 15,158 4,867
New Taiwan dollar (“NTD")
e 12,039 6,581
RMB
AR 3435 2,698
534350 305276 n g
A TS & EE S %E)%&#{’EEE o —_—

&%IﬂZQiEEE%ﬁf?#

: -qh-t"‘ '“'“ V'
'Lﬁ&$ % ﬁAW@ EH %

& ﬁi wuﬂ&*g ag /,J%X/ﬂ;&fﬁ*‘g‘&ﬂ\
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211 EEmEBEESRER

R-BBN\F+= A=+ AREEERES
ZRATHEE HEEEERMEENEER ZEK
HRETEREELETE - ZBE 2 T2/ AN
™
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For the year ended 31st December, 2009
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21. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS (continued)
GROUP (continued)

21.1 Unlisted structured financial products

As at 31st December, 2008, fair values for the structured
financial products have been determined by a firm of
professional valuers, GCA, by using the Binomial Option
Pricing Model. The significant inputs into the model were as
follows:

MSCI Taiwan Index Hang Seng Index A50 China Tracker

EEAR A IR B BEES  ASOTEESES
Spot level/stock price
REKTE/ REEHE 173.37 14,387.50 8.36
Expected volatility
TRHRR B 45.25% 61.17% 85.10%
Risk free rate
R R 1.07% 0.07% 0.05%
Time to maturity (years)
FERSRA (4F) 0.35 0.48 0.36
Expected dividend yield
Ta HARS B s 3 0% 0% 221%
Knock-in barrier
BN 225.16 13,672.80 9.36

21.2 k EHRRESE

%ﬁtig;ﬁﬂi‘f’:ﬂ E+_E| wuﬁy\%
FEEFAT ¢

21.2 Unlisted warrants

As at 31st December, 2009, the major terms of the
warrants are as follows:

Notional amount Number of options Maturity Underlying stock

BRBHE BREHE A HERR

JP¥°000

THE

190,065 60,000 2nd July, 2012 J. Bridge
—Fa=tE-H

LM RBREZRZ AT ECHEEMGEMEE
TEFA _EXPREEEAELET - @A
ZIBER Y FEHEAEREISHE(ZETN
= 168E) - BHE4SHE(ZZT)N\EF : 45
AE) - BIHREE2 5F (2T N\F « 3.54)
K18 96.29% (= ZF )\ 4F : 85.04% ) * &R
RE0.17%(ZZFZ)/\F : 0.52%) M EA T
57.54%(=ZFZ/)\F : 57.54%) °

Fair values for the unlisted warrants have been determined
by a firm of professional valuers, GCA, by using the
Binomial Option Pricing Model. The significant inputs into
the model were share price of JP¥18 (2008: JP¥16), strike
price of JP¥45 (2008: JP¥45), time to maturity of 2.5 years
(2008: 3.5 years), volatility of 96.29% (2008: 85.04%),
risk free rate of 0.17% (2008: 0.52%) and dilutive factor
of 57.54% (2008 578 54%)
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22. HisBERFIEFER 22. OTHER RESTRICTED DEPOSIT PAID
RZBENF+H=+—H ' 1F320,049,000/% As at 31st December, 2008, the deposits of HK$20,049,000
TR TSRS  (EAGERERIEL(M were paid to a financial institution to secure settlement for the
7126) 23 - equity forward contracts (Note 26).

23. HENBEEEEY 23. CASH AND CASH EQUIVALENTS

Group Company
AEH ¥ /N
2009 2008 2009 2008
—ZEENEF —ZEENF —EThF —EEN\F
HK$’000 HK$'000 HK$’000 HK$’000
FET FET FET FEIT

Cash on hand and at banks and
other financial institutions

FRE S RIRTREMS BEETR 43,192 60,334 285 1,803

Short-term time deposits

SHIE AR 207,873 74,825 207,873 74,825
251,065 135,159 208,158 76,628

Less: Pledged bank deposits

B ERTTHEIRE R (3.955) = - -

Cash and cash equivalents

BEKIREEEY 247,110 IE53159 208,158 76,628
RITFERREE B IRITF R R ZF EF K BREX Cash at banks earns interest at floating rates based on daily bank

FE - BHEHERZ2BEAHB—BAZE=@ATE deposits rates. Short-term time deposits are made for varying recy
RIAREBEZARREESHTEME - RS 2R periods of between one day to three months depending on the =
EHEFERFFE0%EI%(ZEENF : 0.10% iliveri S8 cash requlrements of the Group, and earn interestat e

F4.95%)RENH 8 - MRAERFRFRREME 0

B A $%@-§$wﬁyhiﬁﬂigﬁﬁmﬁﬁﬁ 2 (2908 10% ‘t 4. 95%) per annum. The Di
$Tﬁﬁﬁiﬁﬁﬁﬁﬁiﬁiﬁ§ﬁ| o reer = ,‘cqn5|de(féd fﬁat e fair value of the sho ]
= prin . ot mater ally d reptfmm ‘therrearrqu

| I
aturity period c nf their |ncep1l%

i
d

|
1
‘I

}

AL
rew )

AEEEAATZHS)
@ ABZREH A

o

§4,326 00037T) ©
%@&2!&’1} iill ﬁiﬁﬁl\ B

q&‘-vr
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24. OTHER PAYABLES AND ACCRUED EXPENSES

Group Company
rEE AT
2009 2008 2009 2008
—E2ENF =TT NF —EENF —E2E)\F
HK$’000 HK$'000 HK$°000 HK$°000
FET FrET FET FET
Other payables and accrued expenses
Hib AR &g B R 12,051 4,347 4,111 4,347

2HSBREH  BRAEERARR 2 EAEH
RN EET ERZ REERAFERE

N_ZBEZENE+-_A=+—08 AEEZHEME
BEREFTERRE)R —HBEERARZRIER
2,973,000 7t - E AR E(SE 1B B A 5/ 1H2,073,000
I ¢ Rii)R — (B 2 3AIE293,00078 T Al &
ERNEAEEZESHE -

FEMAEDARFRRZAEARZHXFAEE - R
ZEE DR 2 FBRBELN - B8 MBNEREE
;ﬁ o

All amounts are short term and hence the carrying amounts of
the Group’s and the Company’s other payables and accrued
expenses are considered to be a reasonable approximation of
fair value.

As at 31st December, 2008, included in other payables and
accrued expenses of the Group were i) amount due to a related
company amounted to HK$2,973,000 of which HK$2,073,000
represented the unsettled management fee charged to the
Group; and ii) amount due to a shareholder amounted to
HK$293,000 which represents the Directors’ emoluments paid
by AGL on behalf of the Group.

Mr. Warren Lee Wa Lun is the common director of the Company
and that related company. The amount due to the related
company is unsecured, interest-free and repayable on demand.

25. X 25. BORROWINGS
2009 2008
—EENF —E2ET)\F
HK$’000 HK$'000
FET T
Bank loans repayable within one year
—FANEEZRITER 27,216 -

EERITEEARSEHERMEFENENF1.71%
£1.74% ° ZRTEERHEE TREE2,915,000%8
T2 A FS - BRE(E 136,177,000 T 2 &7 &
% KR ARPTAE T A K 3,955,000/8 70 2 $R1T 17 7KK
j:Ep °

All bank loans were denominated in GBP and bore interest at
rates ranging from 1.71% to 1.74% per annum. The bank loans
were secured by certain equity securities with carrying value
of HK$2,915,000, debt securities and embedded derivatives
with carrying value of HK$136,177,000 and bank deposits of
HK$3,955,000.
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26. BOAFPEIRREESREE ZMBEE

26.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH

PROFIT OR LOSS

AEEH GROUP
2009 2008
—EThE —ETNF
HK$°000 HK$°000
FAET FET
Derivative financial instruments
PTESMIA
Call options embedded in bonds and notes (Note 17.1)
WA ES < TR 7 B m B R E R (M E17.1) 59,216 =
Equity forward contracts
MEREE AL - 18,089

A TSR BRI 2 B 5 B (B UL T A
WA -

Financial liabilities at fair value through profit or loss are

denominated in the following currencies:

2009
—EFNF
HK$°000
FET

2008
—2BN\F
HK$000
FET

37169
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For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

26. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH

PROFIT OR LOSS (continued)

GROUP (continued)

BIE—ZEZN\F+_A=+—"H BRERHBEHZ As at 31st December, 2008, the major terms of the equity
TEEFWOT - forward contracts are as follows:
Notional principal
amount outstanding Maturity Underlying stock
ERATRLESHE ZHA HERRE
HK$'000 F3&7T
A 927 23rd February, 2009 PetroChina
—TETNF-—A=1+=H Py
B 1,958 14th April, 2009 Industrial and Commercial
Bank of China
—ZEENFMA+HE TARTT
Cc 1,886 30th April, 2009 PetroChina
—ZEENFMA=+H Py
D 1,808 30th April, 2009 Bank of Communications
—ZEENFMA=+H RBIRTT
E 3,128 4th May, 2009 Industrial and Commercial
Bank of China
—EThFRAME TrRTT
F 5381 6th May, 2009 HSBC Holdings Plc
—ZEThFRANRE TEL R
G 2,300 18th May, 2009 PetroChina
—ZEENFRATAHE ayii
H 1,945 27th May, 2009 Bank of China
_ —ETAERA-++A s BI4R1T
3,121 29th May, 2009 ‘China Life Insurance
. —ZENFRAAZ-TNE HEASE A R
J 3,978 3rd June, 2009 Ping An _ s (o 4 ' "
__gfjlﬁf/\ﬁl T ik WP v ' .
,' -3rd June|,| 09| ‘New World Development - -

| HERER

s ﬁﬁ]‘ ’

‘Bar ofCommunlca ¢

5\-? New World Devefop;rl@'t

| BT
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26. BAFPEIIRREBRSRER 2MEEEGE

26. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH

REE (H)

REAOGR - AREARTRRE-—FZEHE
RIREE R A K 2 BRI %5 & M DERAEK
Ko BBEARBURE RERNDBBIZARE @ &
BARE  ZFEHZIZRRAEL S RERKE
B RANRAEHSE  —BIRERN S ARES]
BHIBE - ZAOBLARIE - AT - WERRD
Z B HREERREZMER  AEERKBERZE
EERAROEAE -

BERENZATHEC BEXGHEMEETEER -
AAHEEREELERE - ZBEZEBZHALT

PROFIT OR LOSS (continued)
GROUP (continued)

Under the terms of the contracts, the Group was obligated to
acquire the underlying shares of each contract at a forward
price for a year long. The contracts required no initial cost.
Pre-determined number of shares was accumulated to be
acquired by the Group on a daily basis and they were settled on
monthly basis. The key terms of these contracts incorporated
knock-out and gearing properties. A knock-out price was set for
each contract, once the daily share price of the underlying shares
triggered the knock-out price, the contract was closed out
immediately. However, if the daily share price of the underlying
share fell below the forward price, the Group had to acquire
double of the pre-determined daily number of shares.

Fair values for the forward contracts had been determined by a
firm of professional valuers, GCA, by using the Binomial Option
Pricing Model. The significant inputs into the model were as
follows:

Fair value
Time to as at 31st
Share price  Forward price maturity Volatility  Risk-free rate  Dividend yield December, 2008
RZBENE
+=A=+-A
RE EHE B R KiE ERBE RE W &R - XAYE
HK$ HK$ Year - HK$'000
BT BT F FET
1|
6.79 9.21 0.15 59.75% - 0.02% ] (345)

. ‘J"' 4 HZISE%‘-

83.7§§’I/§;‘ - 0.05%

009% 4

3 BU4%
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26. IBATEIEREEREREE CHEBEE(HE) 26. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS (continued)

AEE(E) GROUP (continued)
N {EEE28,410,0008 TERBE_ZT/\F Fair value loss of HK$28,410,000 had been recognised in profit
+TZA=+—HILFERERER - or loss for the year ended 31st December, 2008.
R-EZNFE+-_A=+—H LB BaESEE The above financial instruments were classified as held for
HEBEE - ZEMKEELEABR B KRR - trading as at 31st December, 2008. These financial instruments
were subject to financial risk exposure in term of price risk.
27. B 27. SHARE CAPITAL
2009 2008
—EERE —EENF
Number of Number of
shares HK$’000 shares HK$'000
BROEE FET g 4= FAET
Authorised:
VERE
Ordinary shares of HK$0.1 each
FREENABITZ EBR
At 1st January
B—A—H 3,000,000,000 300,000 2,100,000,000 210,000
Increase
0 4,000,000,000 400,000 900,000,000 90,000
At 31st December
R+—H=+—H 7.000,000,000 700,000  3,000,000,000 300,000
Issued and fully paid: -~
BETRAR : 2V,
Ordinary shares of HK$0.1 each i LT 4 F o d £

1,869,172,517 186,917 1,8}69,-!1!%389

'
{

444,779 45

1,869,172,517 186,917

P ey e

UMy s

L =
\t 21¢]
-

ia " ‘-_—--n"
= -

3,738,789,813 373,879

M

RsrmRT e
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27.

B (48) 27.

AREER-_EENFZA-_+HBEEEE KR
DT — IR IR AR ) 2 H % - R RBETRERR
20.107 T » #771,869,172,517 AL AR A% {5+ LA
££-49181,900,0007 7T (MR Z) © ﬁ}ZIjJEE%%
HARAR (1 2 A 5 A B RS AR E R AR AR (& B
—DRIRIEE - ZBEERZTEZENLGF=-A=+H
Hz —EFRIRR AR EAR TR (AR 1)
@B - RAR - INBBRIERAREEERAE
700,000,000/ 7t * % 77,000,000,000 % & J& &
0. 18T Zi&D -

EARFAR-ZETNFE= A=+ MHBETHERIR
%xﬁt R EETRREE (=22 ——F
RREF]) I ZTENFEA+=HE=Z
—— WA+ -H(EEEEMR)ITE  £EA
REAREEM-_ZTTNF=A - +0A 2 HER
NEZE—H =T ——FRREE - Bt - REET
A FIRBEENERCIRN S REESTRBT
(T%wﬁ%)mﬁﬁ%‘;’éﬁ373,834,503 NPT ——F
IJ/L) *E

FA - 444,779 R EFE IR EFRONBILZR
BEEH A444, 779 B - At - RZZFEN
£+ - F=+—H1HHE373,389,72417 R EE K
TETTIE o FBEATHE M RITIE 2 FRARMERE 15 3| BB 1T
373,389,724 585Nk 10 - FREE(E S $£4937,339,000
BT °

EARRRZEENFRA T =HEITHRRE
¢7kﬁt H&i%ﬁt/&%&”‘:;ﬁghiwﬂﬂé%'
AH-—ZEE\GEHEA-FTNAAE-"ZETAGHS
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SHARE CAPITAL (continued)

The Group raised approximately HK$181.9 million, after
expenses, by way of rights issue of 1,869,172,517 new ordinary
shares at a subscription price of HK$0.10 per share on the
basis of one new ordinary share for every one existing ordinary
share held on 24th March, 2009. Successful applicants of the
new shares received one warrant for every five new shares
taken up. The transaction was authorised by the shareholders
of the Company (the “Shareholders”) at an extraordinary
general meeting on 24th March, 2009. On the same date, the
authorised share capital of the Company was also approved to
be increased to HK$700,000,000 divided into 7,000,000,000
shares at par value of HK$0.1 each.

At the extraordinary general meeting of the Company held on
24th March, 2009, the Shareholders approved an issue of new
warrants (“2011 Warrant(s)”) exercisable from 23rd April, 2009
to 22nd April, 2011 (both days inclusive), on the basis of one
2011 Warrant for every five shares taken up under the rights issue
on 24th March, 2009. Pursuant to which 373,834,503 units
of 2011 Warrants were issued to the Shareholders at an initial
subscription price of HK$0.1 per share, subject to adjustment, as
a result of the issue of new warrants.

During the year, 444,779 warrants were converted into
444,779 ordinary shares at a subscription price of HK$0.1 per
share. Accordingly, 373,389,724 warrants were outstanding
at 31st December, 2009. Exercise in full of the outstanding
warrants would result in the issue of 373,389,724 additional
shares with an aggregate subscription value of approximately
HK$37,339,000.

At the annual general meeting of the Company held on 23rd

held by the ﬁh
f 2009 Warran

= |nc|usw¢) oﬁ thz basis. of one 2009 Warrant

= Ibs cﬂ.ptlo price of ;
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28. 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 34 to 35 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.

Capital contribution reserve

Pursuant to the relevant laws and regulations in the People’s
Republic of China, except Hong Kong (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. f#E(4E) 28. RESERVES (continued)
ANF COMPANY
Retained
Capital earnings/
Share redemption (accumulated
premium reserve losses) Total
EREE REBBEA,
RADERE ] (REER) b
HK$'000 HK$°000 HK$'000 HK$'000
FIETT T T FET
At 1st January, 2008
T N\E—R—BREHE 492,746 20,032 259,318 772,096
Loss and total comprehensive income for the year
AEEERREZERE - - (317,895) (317,895)
At 31st December, 2008 and
1st January, 2009
“EENF+_A=+—HK
—ETNF-A—BHEH 492,746 20,032 (58,577) 454,201
Profit and total comprehensive income for the year
REERMN R BT H - - 323,879 323,879
Share issuance expenses
ETRID 2 E A (4,970) - = (4,970)
At 31st December, 2009
—BENEFE+=-ZA=+—HHEE 487,77_6 20,032 - 265,302

E2773,1107 §

R-BEAF+-A= +—H AR AIAIE SR T
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NET ASSET VALUE PER SHARE ATTRIBUTABLE TO
THE EQUITY HOLDERS OF THE COMPANY

The calculation of net asset value per share is based on the net
assets attributable to the equity holders of the Company of
HK$1,140,558,000 (2008: HK$598,172,000) and 3,738,789,813
(2008: 1,869,172,517) ordinary shares in issue as at 31st
December, 2009.

FINANCIAL GUARANTEE CONTRACTS

As at 31st December, 2009, the Company has executed a
guarantee to a financial institution to secure the borrowing
facilities available to a wholly-owned subsidiary in the amount
not exceeding HK$255.1 million (2008: HK$155.0 million).
Facilities amounting to HK$27.2 million (2008: Nil) were utilised as
at 31st December, 2009.

RELATED PARTY TRANSACTIONS

Save as those disclosed elsewhere in these financial statements,
significant related party transactions entered by the Group
for the year ended 31st December, 2009, some of which also
constitute connected transactions under the Listing Rules, were:

(a)

2009 2008
ZEThEF ZETNF
HK$’000 HK$'000
FETT FET
Yu Ming. Investment Management Limited (“YMIM")
BRKREEEARA 7 ( [RHREEE] ) !
Management fee TR L c == & .
’ n 14,124 - 11,640

—
- —_— — =
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31.

RELATED PARTY TRANSACTIONS (continued)

(a)

On 22nd June, 2007, an investment management
agreement (“Investment Management Agreement”) was
entered into by the Company and YMIM, which was
approved by the Shareholders on 3rd August, 2007. Under
the Investment Management Agreement, YMIM agreed
to assist the Board with the day-to-day management of
the Group from (i) earlier of 1st October, 2007; or (ii)
the date immediately following the day on which the
Investment Management Agreement was approved by
the Shareholders to 31st December, 2009. YMIM entitles
to a management fee equal to 1.5% per annum of the
consolidated net asset value of the Group attributable
to the equity holders of the Company, calculated and
payable in arrears on a quarterly basis by reference to the
arithmetical average of the consolidated net asset value
of the Group attributable to the equity holders 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 equity holders of the
Company of each year ending 31st December, exceeds (i) if
a performance fee has been paid during the management
period, the audited consolidated net asset value of the
Group attributable to the equity holders of the Company
as at the end of the latest financial year in which YMIM
was entitled to a performance fee; or (ii) if no performance
fee has been paid during the management period, the
consolidated net asset value of the Group attributable to
the equity holders of the Company on effective date of the
Investment Management Agreement.

On 24th August 2007 YMIM becal_fr-ue :a:n‘i-n'd'r:fpctly
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RELATED PARTY TRANSACTIONS (continued)

(b)  The Group occupies office space of YMIM and reimburses
to YMIM 40% of its office and equipment expenses in
accordance with the investment management agreement
dated on 5th March, 1997. The reimbursement for the
year to YMIM was approximately HK$766,000 (2008:
HK$700,000).

(c)  The Group has been charged advisory fee of HK$300,000
(2008: HK$200,000) by YMIM.

(d) -~ During the year ended 31st December, 2009, commission
expenses of HK$454,000 (2008: HK$1,789,000) were
charged by Sun Hung Kai Investments Services Limited, a
subsidiary of AGL, for securities transactions entered into.

TOP TEN INVESTMENTS

Particulars of top ten investments of the Group as at 31st
December, 2009, in terms of carrying value of the respective
investments, are set out as follows:

Hong Kong Exchanges and Clearing Limited (“HKEx")

HKEx was incorporated in Hong Kong and its shares are listed
on the main board of the Stock Exchange of Hong Kong (stock
code: 00388). HKEx owns and operates the stock exchange
and futures exchange in Hong Kong and their related clearing
houses.

As at 31st December, 2009, the Group held 551,200 shares
(2008: 590,000 shares) in HKEX, representing approximately
0.05% (2008: approximately 0.05%) interest in the issued share
capital of HKEx and the carrying book cost was approximately
HK$70 million (2008: approximately HK$75 million). Dividends
of HK$2,165,000 (2008: HK$2,483,000) were received during
the year. Based on the annual report of HKEx at 31st December,
2009, the audited consolidated profit attributable to equity
holders of HKEx was HK$4,704 million with basic earnings per
share of HK$4.38. As at 31st December, 2009, the audited
consolidated net assets of HKEx were approximately HK$8,027
million. As at 31st December, 2009, the market value of the
Group's investment in HKEx was approximately HK$77 million
(2008: approximately HK$43 million).
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32. TOP TEN INVESTMENTS (continued)

PetroChina Company Limited (“PetroChina”)

PetroChina was incorporated in the PRC and its shares are
listed on the main board of the Stock Exchange of Hong Kong
(stock code: 00857). PetroChina is principally engaged in (i) the
exploration, development, production and marketing of crude
oil and natural gas; (i) the refining of crude oil and petroleum
products, production and marketing of primary petrochemical
products, derivative petrochemical products and other chemical
products; (iii) the marketing of refined products and trading
business; and (iv) the transmission of natural gas, crude oil and
refined products and the sale of natural gas.

As at 31st December, 2009, the Group held 7,121,000 shares
(2008: 5,849,000 shares) in PetroChina, representing less
than 0.01% (2008: less than 0.01%) interest in the issued
share capital of PetroChina and the carrying book cost was
approximately HK$70 million (2008: approximately HK$61
million). Dividends of HK$2,162,000 (2008: HK$827,000)
were received during the year. Based on the summary of the
2009 annual report of PetroChina at 31st December, 2009,
the audited consolidated profit attributable to equity holders
of PetroChina was RMB103,387 million with basic earnings per
share of RMBO0.56. As at 31st December, 2009, the audited
consolidated equity attributable to equity holders of PetroChina
were approximately RMB847,223 million. As at 31st December,
2009, the market value of the Group’s investment in PetroChina
was approximately HK$66 million (2008: apprOXImater HK$40
million).

New World De_velopment 2014 Convertible_i Bo_nd
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32. TOP TEN INVESTMENTS (continued)

New World Development 2014 Convertible Bond (continued)

As at 31st December, 2009, the Group held the 2014
convertible bond of New World Development (“New World
Convertible Bond”) with nominal value of HK$50 million (2008:
HK$46 million) and carrying book cost of approximately HK$28
million (2008: approximately HK$25 million). Based on the
interim results announcement of New World Development
at 31st December, 2009, the unaudited consolidated profit
attributable to equity holders of New World Development was
HK$5,346 million with basic earnings per share of HK$1.38.
As at 31st December, 2009, the unaudited consolidated equity
attributable to equity holders of New World Development
were approximately HK$79,363 million. As at 31st December,
2009, the fair value of the Group’s investment in New World
Convertible Bond was approximately HK$50 million (2008:
approximately HK$26 million).

Ping An Insurance (Group) Company of China, Ltd. (“Ping An")

Ping An was incorporated in the PRC and its shares are listed
on the main board of the Stock Exchange of Hong Kong (stock
code: 02318). Ping An mainly provides integrated financial
products and services, including life insurance, property and
casualty insurance, trust business, securities business, banking
business and other services.

As at 31st December, 2009, the Group held 709,000 shares
(2008: 647,000 shares) in Ping An, representing less than 0.01%
(2008: less than 0.01%) interest in the issued share capital of
Ping An and the carrying book cost was approximately HK$39
million (2008: approximately HK$36 million). Dividends of
HK$117,000 (2008: HK$211,000) were received during the
year. Based on the third quarterly report of Ping An at 30th
September, 2009, the unaudited consolidated profit attributable
to equity holders of Ping An was RMB8,375 million with basic
earnings per share of RMB1.14. As at 30th September, 2009,
the unaudited consolidated equity attributable to equity holders
of Ping An were approximately RMB96,166 million. As at 31st
December, 2009, the market value of the Group's investment in
Ping An was approximately HK$48 million (2008: approximately
HK$24 million).
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32. TARE(HE) 32. TOP TEN INVESTMENTS (continued)
HRETEERTIROAERAR( TERT.) Industrial and Commercial Bank of China Limited (“ICBC”)
TR PR - EROREEB ST E ICBC was incorporated in the PRC and its shares are listed on
R ET (M AER : 01398) - TRERITZEEED the main board of the Stock Exchange of Hong Kong (stock
BIEREARBLINEIZE - B - NERLEER code: 01398). The principal activities of the ICBC comprise
EZRITREREHPEBITEESESEZE @4 the provision of banking services including RMB and foreign
HEZ MRS » AR A ESIMEREIR AR ER currency deposits, loans, payment and settlement services, and

FESE MR E 2 HBRAARTS o other services as approved by the China Banking Regulatory
Commission of the PRC, and the provision of related services by
its overseas establishments as approved by the respective local
regulators.

RZEZNF+_A=+—"H  XEBRHE As at 31st December, 2009, the Group held 6,955,000 shares
6,955,0000% (—ZZT )\ 4 : 5,769,0008% ) TR 1T (2008: 5,769,000 shares) in ICBC, representing less than
fn - TR IEmIRITEZTRA00M%(ZEZN 0.01% (2008: less than 0.01%) interest in the issued share
F 1 NR0.01%) HEz K& H AR E A 24849 440,000,000 capital of ICBC and the carrying book cost was approximately
BIL(ZZEZ)\F : 49/534,000,000587T) ° F AU HK$40 million (2008: approximately HK$34 million). Dividends
B 2 i 21,248, ooo}%ﬁ(:ggﬁi : 601,000 of HK$1,248,000 (2008: HK$601,000) were received during
7o) c BEBEIFRTHR-_EThFE+_A=+—H82 the year. Based on the result announcement of ICBC at 31st
FEEEENE  HIFES A AEGREZGE E A December, 2009, the audited consolidated profit attributable
A AR 128,645,000,000 7T+ GREAZBFAA to equity holders of ICBC was RMB128,645 million with basic
R¥039L - RZZEZNF+A=+—H I&H earnings per share of RMB0.39. As at 31st December, 2009, the
ﬁEﬁZHﬁﬁéfhﬁ}\J}E{EZ&%TZA?/:W”— Op=PN =T audited consolidated equity attributable to equity holders ICBC
673,893,000,0007C - R=ZEZNF+=-_A=+1H " were approximately RMB673,893 million. As at 31st December,
AEBRIERTT 218 & MEL A45,000,00078 7T 2009, the market value of the Group's investment in ICBC was
(ZEZE)\F : £9/424,000,000/7T) ° approximately HK$45 million (2008: approximately HK$24
million)
Bz AERAE ([ ]) Dan Form Holdings Co Ltd (“Dan Form")
AR B AZTMA - EROREBERMERL Dan Form was incorporated in Hong Kong and its shares are
(R ARSE - 00271) - FHAKREMBARIZEE listed on the main board of the Stock Exchange of Hong Kong
TEEAMERRE  WERE  MEESERRELRRK - (stock code: 00271). The principal activities of Dan Form and
its subsidiaries are property development, property investment,
estate management and holding of investments.
RZEEZNF+ZA=+—"8 x&EE#EFH As at 31st December, 2009, the Group held 58,163,600 shares
58,163,600 XM {7 (=ZZ)\4F : 52,876,000 (2008: 52,876,000 shares) in Dan Form, representing 4.66%
B) A B 31T A4.66% (=TT /)\F : 4.66% (2008: 4.66%) interest in the issued share capital of Dan Form
)R s R EH BRE AR AN 49 419,000,000 /BT (ZEE and the carrying book cost was approximately HK$19 million
J\E : #9/%19,000,0005% 7T ) ° 48 A7 o U B AR B (2008: approximately HK$19 million). No dividend was received
(_ﬁﬁﬂﬁiﬁ)iﬁﬁﬂmﬁ—gﬁﬂiﬁﬂ during the year (2008: Nil). Based on the interim report of Dan
=+ HZHRETRE - EfRESE AEEAEEZLE Form at 30th June, 2009, the unaudited consolidated profit
é)‘ﬁT’i%lJZ%74,000,000/%7E FREARBFE6.52% attributable to equity holders of Dan Form was HK$74 million
Il e R=ZFEZAFENA=1H » A2 RKEEZE with basic earnings per share of HK6.52 cents. As at 30th June,
A R EE#X52,239,000,00087F c R-EZENFE 2009, the unaudited consolidated net assets of Dan Form were
+—HA=+—HB AEERASBZIEETELE approximately HK$2,239 million. As at 31st December, 2009,
39,000,000/8 7t (ZZE = )\ 5F : 44 15,000,0005 the market value of the Group’s investment in Dan Form was
JC) © approximately HK$39 million (2008: approxnnatdy HK$15
mMmm
| =
X PRD, .
ST -
~ -3 BN
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Barclays KiEEH

Barclays Bank PLC (fBarcIaySJ)ﬁ;i\ﬁIE/ﬁ\@HEﬂ‘%
HER - RETERT FRF - EERERER
17 L‘A&E]f?ﬁ%ﬁ%ﬂ‘%

RZTZNF+ZA=+—H ' NEEFAFBarclays
Rk BB % - E{AEA2,000,000% 8 (- FT )\ F ¢
) & EBRTE X AR 49 427,000,00008 T (ZZ TN
F &) o IREEBarclaysR—ZEZNF+_A=+—
Az HREZFBABGEEZEGRNA
9,993,000,000% 8% - FAREAZF|A£86.2(F 4 o I
—TTHNE+=A=+—H - BarclaysixiEiEH AR
{4 B4R B BE 28 4 455,925,000,000 F &5 o 12 —
TTZNE+-F=+—8 ' KEERBarclays:kE&E
% 2 1B AN F{EL 534,000,000 T ( — T NE ¢
£E) o

EEKEES

ELRBEBEMARY - EROREBH AT ERE
m(BADA5E : 00005) ° [EE AZIREARRITR
S EIRISHAE 2 — o LB BT B R & AR
RIEEERRTT AR S BARTS ©

RZBZAF+ZA=1+—H0 AEEFHELZ
# 2 & BAFHSBC Capital Funding (Dollar 1)
L.P.HKEE S - E{EA4,500,000E L (=ZFZEN
F - ﬁﬁ)&ﬁﬁﬁﬁ&ﬁ’]%% 000,000 L (=ZF=F
NE &) REBELYR _FTAF+=_F=+—
Hrz®3®k  HREZFBABGEEZEG R A
5,834,000,000%71: FREXRZFH0.34ZETT © I
—ZTTANF+_A=1+—8  ELREZE ARG
REIZARAREZS4)7/5128,299,000,0003£TC - R=F
ThE+ZA=+—H FA5EERELXKEEBSFZ
BN FEL)534,000,0008 T ( —ET/)\F : &) o

REMERRROERAE ([ FEHE])

R E RN P B - ERONBBB T
R (AR 5% : 01088) ° ECEP B E R KA
ENMEE LA&% RHEE

32.
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TOP TEN INVESTMENTS (continued)
Barclays Perpetual Bond

Barclays Bank PLC (“Barclays”) is a major global financial services
provider engaged in retail banking, credit cards, corporate and
investment banking and wealth management.

As at 31st December, 2009, the Group held the perpetual bond
of Barclays with nominal value of GBP2 million (2008: Nil) and
carrying book cost of approximately HK$27 million (2008: Nil).
Based on the annual report of Barclays at 31st December, 2009,
the audited consolidated profit attributable to equity holders
of Barclays was GBP9,993 million with basic earnings per
share of 86.2 pence. As at 31st December, 2009, the audited
consolidated equity attributable to equity holders of Barclays
were approximately GBP55,925 million. As at 31st December,
2009, the fair value of the Group’s investment in Barclays
Perpetual Bond was approximately HK$34 million (2008: Nil).

HSBC Perpetual Bond

HSBC was incorporated in Hong Kong and the shares of which
are listed on the main board of the Stock Exchange of Hong
Kong (stock code: 00005). HSBC is one of the largest banking
and financial services organizations in the world. Through its
subsidiaries and associates, HSBC provides a comprehensive
range of banking and related financial services.

As at 31st December, 2009, the Group held the perpetual
bond of HSBC Capital Funding (Dollar 1) L.P., a wholly owned
subsidiary of HSBC, with nominal value of USD4.5 million (2008:
Nil) and carrying book cost of approximately HK$33 million (2008:
Nil). Based on the annual report of HSBC at 31st December,
2009, the audited consolidated profit attributable to equity
holders of HSBC was USD5,834 million with basic earnings per
share of USD0.34. As at 31st December, 2009, the audited
consolidated equity attributable to equity holders of HSBC were
approximately USD 128,299 million. As at 31st December, 2009,
the fair value of the Group’s investment in HSBC Perpetual Bond
was approximately HK$34 million (2008: Nil).

China Shenhua Energy Company Limited (“China
Shenhua”)

China Shenhua was incorporated in the PRC and its shares are
listed on the main board of the Stock Exchange of Hong Kong
(stock code: 01088). It is engaged in production and sale of coal
and generation and sale of power in the PRC.
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32. T R&EE(H)

PEMERRROERAT ([ PESE] (F)

REBZEAG+-A=1+—0 A£EHEHFEH
FEE 708,000 % & (0 (ZFFJ\F : 772,0004%) -
P BRSEEEITRATZ0.01% (ZFZ/)\F ¢
AR 0.01% ) #E 7 e E B8R X 48 49 4 26,000,000
B (ZZTZT/)\E : 4/428,000,000F7T) > FW
W BY B% 2,363,000 7% 7T (=2 = )\ : 91,0008
TL) o REBEFHASER=_STAF+=-A=1T—8H
ZER ERESEABRLECEREE®ZNAA
R #31,706,000,0007C * SREXREF A ARE
1597 - R—ZBEZHE+_A=+—8  FEM%
EBRERBABESCEZGERENBARE
170,661,000,0007C ° R—ZTENF+_A=+—
B AEERFRBIE 2% E m{E 4 427,000,000
BIL(ZZTZ//\4F : #/413,000,000787T) °

Dutaland Berhad ([ Dutaland )

DutalandA—RKRERALBFHIZMBER AR L
MZARAT] e DutalandZz £ E)EB) AR AL -
HIRSEMEETEREER - ARRKEARR
T/\E.EEHE?%

R-ZBEZNhF+_A=+—8 A£EHA
Dutaland 22,412,800 fx iz 5 (= T & N\ F
22,412,800 % ) + {EDutaland & % 17 A& & 3.78%
ZTEENGF 1 397%) EmLRERAKAN A
60,000,000 7T (= B2 J\ £ : %9460,000,0005%
T imtﬁkuﬁzﬂxﬁﬁm ZRTNE &) RIR

DutalandREE—TThE+— HE +— ElJ.l:.Z-—; A

CAERAZREERMBRE Hx’f&ﬁﬁ?\,
REERGAEHEAR %’H@M Efcﬁi%
BAROTIEWL - R=TF $+_;EL,+ B
‘DutalandZ} j
/763,000,00

7‘5/\\\ )

<

= Reenl ]
2o q}glty holde

~ loss per share of

32.

= million (2008: approxmately HK$60 million)

TOP TEN INVESTMENTS (continued)

China Shenhua Energy Company Limited (“China
Shenhua”) (continued)

As at 31st December, 2009, the Group held 708,000 shares
(2008: 772,000 shares) in China Shenhua, representing less
than 0.01% (2008: less than 0.01%) interest in the issued
share capital of China Shenhua and the carrying book cost
was approximately HK$26 million (2008: approximately HK$28
million). Dividends of HK$363,000 (2008: HK$91,000) were
received during the year. Based on the annual report of China
Shenhua at 31st December, 2009, the audited consolidated
profit attributable to equity holders of China Shenhua was
RMB31,706 million with basic earnings per share of RMB1.59.
As at 31st December, 2009, the audited consolidated
equity attributable to equity holders of China Shenhua were
approximately RMB170,661 million. As at 31st December, 2009,
the market value of the Group's investment in China Shenhua
was approximately HK$27 million (2008: approximately HK$13
million).

DutalLand Berhad (“DutalLand”)

Dutaland Berhad is an established public company listed on
the Bursa Malaysia Securities Berhad. The principal activity
of Dutaland is investment holding. It also engages in the
business of property management, investment and provision of
management services to its subsidiaries.

As at 31st December, 2009, the Group held 22,412,800
shares (2008: 22,412,800 shares) in Dutaland, representing

3.78% (2008: 3.97%) interest in the issued share capital of
Dutaland and the carrying book cost was approxmately HK$60

received during the year (2008 N|I) Based

ecembeT 200

- finandial st&femﬁ'&t?s of Duthand for- the SiX
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AEBEEABEEBRMNRE RSP ERMETE
mAZHEER - MERREIETISRAR(BIEEE
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33. 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.

33.1 Categories of financial assets and liabilities
The carrying amounts presented in the statements of

financial position relate to the following categories of
financial assets and financial liabilities:

Group Company
rEH NN
2009 2008 2009 2008
“EThE —TT)N\F —EENE —ETN\F
HK$000 HK$'000 HK$°000 HK$'000
FET T FET FHIT
Financial assets
MBEE
Non-current assets
FnBEE
Available-for-sale financial assets
AN EM B EE 381,256 75,756 - =
Held-to-maturity investments
RERIHEEA 51,516 7,648 - -
432,772 83,404 - -
Current assets
MENEE
Financial assets at fair value through profit or loss
BATEYRREERREIEZ IBEE 534,350 305,276 - =
Loans and receivables:
B RN IE
— Trade and other receivables
- B REMERZIE 7,998 77,745 13 251
— Amounts due from subsidiaries
- FEUHT B A RIFIE - - 949,139 574,610
— Amount due from a fellow subsidiary
- FEll— R R R 8 A Rl RE 256 = 9 -
Other restricted deposits paid
Hn B R HIFR - 20,049 - =
Pledged bank deposits
RITEAFR 3,955 < - il
Cash and cash equivalents
BeRBEEEED 247,110 1354159 208,158 76,628
793,669 538,229 1,157,319 651,489

1,226,441 621,633 1,157,319 651,489
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33. MBERERRQFETEE

33.1 I EEREEER (&)

33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.1 Categories of financial assets and liabilities

(continued)

Group Company
FEE VNG
2009 2008 2009 2008
ZEThEF —EENEF —EBERF —EEI)NF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET TAT
Financial liabilities
gL
Current liabilities
mEBE
Financial liabilities measured at amortised cost:
B B EUAB SRR AT =
— Other payables and accrued expenses
- At Rk E R 12,051 4,347 4,11 4,347
— Amounts due to subsidiaries
- RSB RFIE - - 3,085 7,424
— Amount due to a holding company
- R—TER R RFE 293 - 293 -
— Amount due to a fellow subsidiary
- R—HEREHERAHE 4,627 - 4627 =
— Borrowings :
-BH® 27,216 | g g - —
Financial liabilities at fair value through profit or loss = | . .
59,216 18,089 - 4

BAFENERAEREREECMBAR

103,403

A
.‘1
r
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33. MBEBREERAFETEGE) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)
33.2 SR B (4E) 33.2 Foreign currency risk (continued)
ASNEA B2 A EHEBEIRNBR R E A Foreign currency denominated financial assets and
BT - liabilities, translated into HK$ at the closing rates, are as
follows:
2009
—EThE
HK$°000
FET
GBP JP¥ MYR NTD usbD AUD RMB

R HE B HE¥ eV Bt ARW

Financial assets

A E - 15,158 30,000 12,039 24,228 239 3,435
Financial liabilities
B asE (49,263) - - - (37,169) - -

Short-term exposure
SR (49,263) 15,158 30,000 12,039  (12,941) 239 3,435

Financial assets

WIS EE 56,463 - - - 260,183 - 14,123
Financial liabilities
M E - - - - - - .
Long-term exposure
RARR B 56,463 - - - 260,183 - 14,123
2008
—TENF
HK$'000
. FAET
GBP JP¥ MYR NTD usD AUD RMB

e HE 5 HaE =T BT AR

Financial assets 3 Ly, :
BHEE it S¥asen, CE3758 6581 87,338 4,372 2,698
Financial liabilities - | Lo 3 iy &

ARl Gy
i "'“I'.‘r Kaid

a
L]
=
L)
¥
n
o
L]
Ll
L]
]



SHK Hong Kong Industries Limited
W LBER AT

NOTES TO THE FINANCIAL STATEMENTS
B 755 A B

For the year ended 31st December, 2009
HE_FZAGE+_A=1+—HIEE

33. MXEAMEERATFEFTEE) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.2 SRR () 33.2 Foreign currency risk (continued)
R Hak b BRERE Y - AR &) 30 4 [ ] The Company does not have any exposures to foreign
SN JEL B o currency risk at the reporting date or in comparative
periods.
TRIEHRERREARNEBEE AR ZA The following table indicates the approximate change in
EE - 5% o REEZINEERE the Group’s profit after tax (and retained earnings) and
AR - NEEBEF (RREEF]) Rz other components of consolidated equity in response
BREREMK D 2 B ES) o to reasonably possible changes in the foreign exchange

rates, JP¥, MYR, NTD and GBP, to which the Group has
significant exposure at the reporting date.

2009 2008
—EENF “TTNF
Increase/ Effect on Increase/ Effect on
(decrease) profit after Effect (decrease)  profit after Effect on
in foreign tax and on other in foreign tax and other
exchange retained components exchange retained components
rates earnings of equity rates earnings of equity

SMERER HHR® HEE  MNEEX L& B
#m BRRRE  HttES g EMERRE  HftD

Oi2) BRzEE a7 OBd) BAzZE e
HK$'000  HK$'000 HK$'000  HK$'000
FET FET FEIT FETT
Ip¥
AE 2% 303 - 5% 203 .
2%
H %) (303) - (5%) (203) =2
B 2% 600 - 3% 711 = X
MYR - = - =-
=5 = (2%) (600) - (3%) (711) o = ==
NTD Amp 1 _ e = R TN
A A 2% 241 - e SO GRS | Rl

36

 (3%) (36)

e
é@@@zgﬁ s el
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33. MXEAMEERATFEFTEE) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.2 SMEERR () 33.2 Foreign currency risk (continued)
RARTZEABRTRARB ZINEER 2 & A reasonable change in foreign currency rates for AUD
IBEBINTEHAER BB HGER - REEF] and RMB in the next twelve months is assessed to result in
Kz EMAR D WS KEE) o immaterial change in the Group’s profit after tax, retained

earnings and other components of equity.

33.3 FIZEMK 33.3 Interest rate risk
MZEERIESRIAEZ AFESIRSRERT Interest rate risk relates to the risk that the fair value or
35 R R S i B 2R R B 2 AR o cash flows of a financial instrument will fluctuate because

of changes in market interest rates.

REBNARNRBBEFRREEmMETSF The Group and the Company are exposed to changes in

R (R r] & F K e ) E e Rk - market interest rates through its deposits and borrowing at
floating interest rates, which are subject to variable interest
rates.

TRINERERRE AANEFAF &Z AR 2 F The following table indicates the approximate change

KEBOEEE) - NEBTEHF(REEF) in the Group’s profit after tax (and retained earnings) in

2B ) o response to reasonably possible changes in the interest

rates, to which the Group has significant exposure at the
reporting date.

2009 2008
ZBEThF —TENF
Effect on Effect on
Increase/ profit after Increase/ profit after
(decrease) tax and (decrease) tax and
in interest retained in interest retained
rates earnings rates earnings
HHE - BB
F= A RRE R HFIRRE
®in/(RY) BAZRE N OR) BRzEE
. = = AL oSS TRk 00— HK$000
o okt duieer:. M uifiiillll SesSta ras s

il —p = 2 R
- - I S

- Deposits

":;El.l =

K]
£
w
¥
n
L
L
L]
L
&
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MBRREER A VEFE ()

33.3 FI=@EM(E)

R¥FER » AREFEH N R R BEED
T ERER AR B E B D L B IR EE A E A
REERERHTEMERE « MR ZBEREH TS
KERRTMSBERREAEEATREHRZ
g UREEEHEET —EHRE A LR
ME 2 EIBAIBE R B 2 FF b - WFEITNERRKRR
HRABE—2T\F+-_A=-tT—HLFE
BATSSR PR BURE DA P L R & AR

33.4 RERK

RERREESBTAZRKESREATFER
TS A E S 1 BRI By 2 R o

AEEELHIEEERESRAIRLERBEE
ZBRAEEELZIREZBRALE o FRREMBIER
BZIEREESS  MERFRED /LM

AEEZ LTREZIZEMHAEL - FK
BT RA - B8 BRI o FERTHtH
EEAY FRREDERE RS EENRE

WERERHAHERs KB - REEARE

| ARBAGERERS 5 L1 MR -
i

0
&
B
't
L
il
5
K
N
E
=
),

33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.3 Interest rate risk (continued)

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 of the year ended 31st
December, 2008.

33.4 Equity price risk

Equity price risk relates to the risk that fair values of 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 and
available-for-sale financial assets. Other than unquoted
securities held for strategic purposes, all of these
investments are listed. S

The Group's listed investments are primarily listed on the

stock exchanges of Hong Kong, Malaysié"l'okyo Blal\vahys= JEies

United States and Australia. Listed |nve ments-held in

- tP] a\zaliale for-sale portfollo have be

1-

L ,___.....-
_x-' .r-ﬁg E 1y \ r\lweff‘orwance agamst expectations The

e mef._l_ﬁI!‘ E
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33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)
33.4 Equity price risk (continued)

Listed securities / unlisted structured financial products

In response to the reasonably possible change in
the market price of the listed securities, the Group's
investment in listed securities excluding derivatives has the
following exposures:

2009 2008
ZBEThEF ZZTTN\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/index earnings of equity
BEME HBLE Higm ZFHMES Eapiht Eapridad
#/i, BAREE HbRS EELNS HFRRE HikH
(R2) BRIz ZRE CR) BAlz 25
HK$’000 HK$’000 HK$'000 HK3$'000
FET FExT FETT TFET
Hong Kong market 5% 18,833 2,095 10% 23,883 1,596
BT
Hong Kong market (5%) (18,833) (2,095) (10%) (23,883) (1,596)
BT
Taiwan market 5% 602 - 10% 1,048 -
=y ik :
Taiwan market (5%) (602) - (10%) - (1,048) -
=y ik
Japan market 5% 131 - 10% 214 -
BAmE - ,
Japan market (5%) (131) - (10%) 214) o4

EENGE :
- Australia market
s

RsrmRT e

3

5% 12

0%

(5%) - (0%

5% 10%
(5%) 10%)
t ) f [

5%

(5%)
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33. MXEAMEERATFEFTEE) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.4 R{ERK (&) 33.4 Equity price risk (continued)
FE i FR AR T Unlisted warrants
E fE) Bridgefltin B2 BRI REEE) - AEH In response to the reasonably possible change in
MIELETHRIEHEB 2 IR EG AT RS ¢ the market price of the J. Bridge shares, the Group's
investment in unlisted warrants has the following
exposures:
2009 2008
ZBEhF —EE)N\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
share’s price earnings of equity share’s price earnings of equity
(Note) (Note)
(Bfat) (Hizz)

1HER IR E HHiK HEm  ARERE EIpAt EgLe £
#m/ BERRRE HttEo g EMERE EtD

(Rd) BRzEE Z% CRd) &Fz% -
HK$'000  HK$'000 HK$'000  HK$'000
FERT FET BT TET

5% 4,525 S [0 - :

(5%) (4,525) _ - s Be(0%)

¥
orE
=i

.
[~ 2 X I= -
:r’;b;:i-?'
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33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.4 Equity price risk (continued)
Equity forward contracts
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:
2009 2008

—EENF ZEENF

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
share’s price earnings of equity share’s price earnings of equity

(Note) (Note)

(Htat) (Hiat)

HERE HHE s  AEERE EESTAES Eaps o
2 BIRKE HitRa B RFRIRE HikD
Oi2) BRzgE b ORd) BFzE 2B

HK$’000 HK$°000 HK$'000 HK$'000

FAET FET FET FET

- - - 10% 4,121 -

- - - (10%) (4,359) -

KiaE - REERERSMES 2 B WERRRE Note:  The financial effect resulting from changes in underlying

ARAFRIR _ZTNER-_ZT)\F
TA=+—BITEERSR - FARRE
FARNTHBARAR S 2 ATFEZERE
B o ZE/HEERMEHEBR - XM —FE AR
MZERAFT S A FEZSHMNEE AT
BRBAZERAFZLRERT @ AREEEE
B TN EE R AR A ZTRA -

RwER - AKEFArEHRERR 2 SERED

7 LR B A FE 1) 88 AR W N BE A A T T
BEE - RERE BT I B AR T 1 Bk AR
HARREHESHEEE T —REBRIEHRZ
BEM AR BT - WETERRRERAE
2R N\F+ A=+ HIEFERBHRER
PRELBURE DT A &R

shares’ prices represented the theoretical change in
fair value of all underlying equity securities under the
outstanding the warrant contract and equity forward
contracts as if all these equity securities were exercised/
acquired as at 31st December, 2009 and 2008. These
pro forma information is for illustrative purposes 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 balance sheet date, nor is it intended to be a
projection of future result.

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 of the year ended 31st December, 2008.
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MBRREER A VEFE ()

33,5 REREE
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33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.5

33.6

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’s exposure to credit risk is limited to the
carrying amount of financial assets recognised at the
reporting date, as summarised in Note 33.1.

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.

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 B or above would be considered. Trading accounts are
only opened with reputable security brokers. The Board
monitor the Group's overall investment position and
exposures based on the investment report.

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.

None of the Group’s financial assets are secured by
collateral or other credit enhancements.

Liquidity risk

quU|d|ty risk relates to the r|sk tha_t the Group will

o .<‘
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HE_FZAGE+_A=1+—HIEE

33. BIEEKESERAFESE(E) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)
33.6 REIEESEAK(E) 33.6 Liquidity risk (continued)
AEBH®ERENRS  SHTHERNREE The Group maintains cash, short-term bank deposits and
BEUNENAREZ=1TRZRBELENK marketable securities to meet its liquidity requirements
BNt O AGEEERERHERR for up to 30-day periods. Funding for long-term liquidity
S EE RN REMNEERHELEE - needs is additionally secured by an adequate amount of

committed credit facilities and the ability to sell long-term
financial assets.

RO AREBERARNTR-_EENERT Analysed below is the Group’s and the Company’s
EENEFE+A=1+—B 2ZIETERPTEMTE remaining contractual maturities for its non-derivative and
BEZHBAEHTHE - derivative financial liabilities as at 31st December, 2009
and 2008.
Group
AEH
Within 6to 12 1to5 Over
On demand 6 months months years 5 years
REREF (FENEEA 6Z 121 A 18545 5FLE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FET FET FET

At 31st December, 2009
RZZZhF+=A=1+—8H

Other payables
HAth 5K 9,019 2,987 - - -
Amount due to a holding
company
R—EER R RIFIE 293 - - - -
Amount due to a fellow subsidiary
R—ERZHB A RIFIA 4,627 - - - - Vi3
Borrowings '
g% - 27,273 - - vy

A L "
Sl g o

-
=]
#

=
=]
=
o<
-
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33. IEEAREERAFENE(E) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)
33.6 nBESEME(E) 33.6 Liquidity risk (continued)
Company
N
Within 6to 12 1to5 Over
On demand 6 months months years 5 years
RERME (ERER 6Z12{8 A 1Z5F 5L E
HK$'000 HK$'000 HK$'000 HK$°000 HK$°000
TFET FHET FET FET FET
At 31st December, 2009
RZZETNE+ZRA=+—H
Other payables
HA R 1,124 2,987 - - -
Amounts due to subsidiaries
R A BIRRIE 3,085 - - - -
Amount due to a holding
company
R—EER A RIFIE 293 - - - -
Amount due to a fellow subsidiary
R—ER ZHIE A RFIE 4,627 - - - -
9,129 2,987 - - -

At 31st December, 2008

R-FE\Ft-A=+-A
Other payables
EALREAR

Amounts due to subskﬁaries, —T

ey A
=1
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33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33. BIEAREERAFENE(E)

33.7 R BRRKRER 2 A FEEFE-FKE

33.7 Fair value measurements recognised in the statement

AEBCRMA—_TTNF-A—BER - F
BMEBVBRELRETRICERAT B TA
ZHWBEMER] - ZFERISIA—BEHATE
B ERBEN=ERE LARQFEEFE
MRS EEERRINEE - AEECHE
R EHREERNE 7R ZEFT 2 BRI
R AT EAEAAFEEAEREN=E
RBEZILBETF -

TREJRBRIFEERE - HBERRARAZ
RFBEAENUBEERBEIER - R
BRIEAENSEUBEERBBZAFEER
ERANERERBANBEAEL  $HMBE
ERBREISR/=ZENER - ATEERED
RATERE

- F1E: HRAEERABRERTSEHR
BOREAR)

- F2E:pEEXREMERAMER)X
R (LB HEDT) TBRNEBA
(TEES1EMEaN®RE) &

—  FIE: WHRBEUEENTSEEMNE
MEEXRBENERBA(BRIBERNE
FEA) o

—HUMBEEXABRRRAER ANQTER
REANER  BERHATEEFEARE
ABENREBRERBAE -

of financial position — Group

The Group adopted the amendments to HKFRS 7
Improving Disclosures about Financial Instruments effective
from 1st January, 2009. These amendments introduce a
three-level hierarchy for fair value measurement disclosures
and additional disclosures about the relative reliability of
fair value measurements. The Group has taken advantage
of the transitional provisions in the amendments to HKFRS
7 and accordingly, no comparatives for the hierarchy for
fair value measurement disclosures have been presented.

The following table presents financial assets and liabilities
measured at fair value in the statement of financial
position in accordance with the 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. MXEAMEERATFEFTEE) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.7 REIBMRRER A FEEHE-—LA&H 33.7 Fair value measurements recognised in the statement
(&) of financial position — Group (continued)
R EMARANIZ AT EBEFEZHMBEE R The financial assets and liabilities measured at fair value in
BEDED B THRAFEEZERE the statement of financial position are grouped into the

fair value hierarchy as follows:

Group
AEE
Level 1 Level 2 Level 3 Total
I8 gy H£=F et
HK$'000 HK$'000 HK3$'000 HK3$'000
FIETT FrETT TFETT TFET
Assets
BE
Available-for-sale financial assets
Al EMS A E
— Listed
— kW 41,902 305,998 - 347,900
— Unlisted
—JELET - 33,356 - 33,356
Financial assets at fair value through
profit or loss
RAHEIRMARRREE 2
B AE o .
— Listed securities held for trading [ =  EANE | o Sl et =
—RAEFEE LTMES e o0 hrel ' : 3

— Conversion options embedded in
convertible borfd's» )
—ﬁAT%%#%zmﬁ&%%Jna .

P =

. ~ Unlisted equﬂysecuntlgs sl 4
AN 7ﬁt$&$ﬁ%ﬂ* FEERl

s 3FJ:HJ_WL\H§% -

Total fair va
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HE_FZAGE+_A=1+—HIEE

33. IRAKREERATENE(E) 33. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS (continued)

33.7 R BMRRRERZZ AT EEFE — K& 33.7 Fair value measurements recognised in the statement
(&) of financial position — Group (continued)
Group
AEE
Level 1 Level 2 Level 3 Total
I8 - py E=fE et
HK$'000 HK$'000 HK$'000 HK$'000
T TFET FET TFET
Liabilities
afE

Financial liabilities at fair value through
profit or loss

BATFESIRIERGSREE 2

HaE
— Call options embedded in bonds
and notes
—fix AMME 252 AT HE 7 08 o] i
MEE - 59,216 - 59,216

Total fair value
BNTE - 59,216 - 59,216

Net fair value

SBATE _ 545,478 310,912 . 856,390

RBERE  FIEEF2BZHABEARE ' There have been no significant transfers between levels 1

%o - and 2 in the reporting period. i 2=t

Hqmﬁ.§Q${gﬁ255£&1ﬁﬁﬁmjgﬁbxﬁm Thef__r_ﬁethods and valuation techn_iq_uels_.qseq fpr the y

e EARIAR L I AR o ~ purpose of measuring fair value are unchanged compared 1
— 28 ' o , ! 1¢ 0ared

| ~ tothe previous reporting periods. '][ o "
3 — , S8 m
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3. BATERERER 34. CAPITAL MANAGEMENT POLICIES AND PROCEDURES
REBZEAREIBAEZEABRAERGR I UNESE The Group's capital management objectives are to ensure the
4R HE B N B IR ER IR R S B3R - Group's ability to continue as a going concern and to provide an

adequate return to Shareholders.

AN B TE HA K FE R B BB AN A 4 T IR R AR AR T The Group actively and regularly reviews its capital structure and
FERERGEE - REE B EEGERSE R A EEE makes adjustments to the capital structure in light of changes in
RECERIERE o economic conditions. The Group monitors its capital structure on

the basis of debt to equity ratio.

RiE Bz B EEESE RN T The debt to equity ratio at reporting date was as follows:
Group Company
TEE AAFH
2009 2008 2009 2008
ZEEBNF —EENEF —EBENF —EI)NEF
HK$'000 HK$'000 HK$°000 HK$'000
FAET FET FAET FET
Borrowings
& 27,216 = - =
Total equity
HarE T 1,140,558 598,172 1,146,989 641,118

Debt-to-equity ratio _ .
B E R E 0.02:1 R 0:1 [z 0:1

¥
orE
=i

.
[~ 2 X I= -
:r’;b;:i-?'
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BN o

Year ended 31st December,

BE+-A=t—HLEE

2005 2006 2007 2008 2009
—EERE ZEERF —EELF ZEENF —EEAF
HK$000 HK$°000 HK$'000 HK$'000 HK$000
FET FHET FHET FrBir FET
Results:
E47
Profit/(loss) attributable to the equity holders
of the Company
KA ERAERE ARIEER, (&) 144,662 (155,693) 145,204 (376,370) 295,582

As at 31st December,

R+=A=+-—8
2005 2006 2007 2008 2009
—TTHF ZZ=TN —TTF ZETN\F —ZEThEF
HK$°000 HK$000 HK$'000 HK$'000 HK$’000
FET FAET FAET FEIT FET
Assets and liabilities:
EEREE:
Current assets
MENEE 54,829 297,895 963,861 538,414 794,305
Total assets
BEMBE 1,806,721 2,103,553 1,018,564 621,818 1,245,232
Current liabilities
V=N _ : 49,189 87,400 26,793 23,646 104,674
Total liabilities
a5 = 753,984 1,178,836 26,793 23,646 104,674
Equity d

% . , 1,052,737 924,717 991,771 598,172 1,140,558
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