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OVERVIEW
The Group’s profit for the year ended 31st December, 2010 was
derived primarily from investments in equities and bonds.

The Group made a net profit of HK$101.6 million for the year
as compared to HK$295.6 million in 2009, before deducting the
performance fee of HK$12.3 million. Net profit after tax for the year
was HK$89.3 million (2009: HK$295.6 million), including (before fees,
expenses and finance costs) HK$72.2 million from equity related
investments (2009: HK$236.0 million) and HK$54.6 million from bond
investments (2009: HK$45.2 million).

As at 31st December, 2010, the Group’s net assets attributable
to the owners of the Company increased by 10.3% to approximately
HK$1,257.9 million (or 7.2% excluding effects of HK$35.5 million for
the exercise of warrants into shares of the Company). For comparison,
Hang Seng Index rose by 5.3% and Hang Seng China Enterprises
Index dropped by 0.8% during 2010.
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Investments Description
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INVESTMENT REVIEW

Return of our investment outperformed the Hong Kong stock
market for three consecutive years. It is worth noting that we
achieved the results with a balanced portfolio of equities, bonds and
cash, which we consider as bearing lower risk than a pure equity
portfolio.

As at 31st December, 2010, the Group’s major investments were
as follows:

Listed Equities

HK$820.9 million of a portfolio of listed shares in 59 companies

AR H59R ATz Ek R 2 — (AR EHE - (B{E/820,900,000/ 7T
Bonds HK$406.1 million of bonds issued by 13 companies listed in Hong Kong and overseas
&% 13K A B MBI EmARIEETT 2 &% - {B{E/3406,100,000/ 7T

Investment Funds

REES

Direct Investment in Unlisted Equity

RIEEMEAZ BEEE

Unlisted Warrants

HK$37.4 million in 2 investment funds
2R EE® - (B{E/37,400,000/8 7T

HK$10.1 million in 1 direct investment in unlisted equity

1TERIEEMARA Z E#18E + {EE/410,100,0007 70

HK$2.2 million in 60,000 warrants in Asia Alliance Holdings Co., Limited (formerly known as J.

Bridge Corp.), a company listed on the 2nd Section of Tokyo Stock Exchange

JE bR RE

60,0007 Asia Alliance Holdings Co., Limited (B J. Bridge Corp.) (—RRERBHZXZAEZ
R EMZAR]) 2RI -

{818 /52,200,000/8 7T

AKE REEABERES  BRES - 48 %
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—E - TLEBREN -

AEESE-IRFEETRAZEERERE @ REPER
WHEGBBE R - £ BERBEIARESERZKEK
18 -

FA - AEEREAESTANREENIABRAE S
AFHLZERBR AR - FELFEZERBR AR - TCLER
RHEIZERBR AT - ZRIEBKEROERAR RMLE
WARARIZRE -

FR - AKEBEREASRBINZEEN A ANREER
ABFH R FRERERAF « Mulpha International
Bhd « B &FRIER A A - Barclays Bank PLCKChina
Properties Group Limited48 &2 B131T o

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 mainly in the second half
of 2010.

The Group made a direct investment in unlisted equity in a
business providing online education services in the Mainland. No
material gain or loss was recorded for the direct investment in the
year.

The five most profitable equity securities in our portfolio during the
year are shares in Dan Form Holdings Company Limited, Viva China
Holdings Limited, TCL Communication Technology Holdings Limited,
Anhui Conch Cement Company Limited and Hutchison Whampoa
Limited.

The five most profitable fixed income securities in our portfolio
during the year are issued by companies related to New World
Development Company Limited, Mulpha International Bhd, PCCW
Limited, Barclays Bank PLC and China Properties Group Limited.
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DIVIDEND

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, 2010 (2009: Nil).

PROSPECTS

2010 was an eventful year, but ending with a lacklustre market
performance. The market in 2010 was battered by the quantitative
easing in the United States and economic growth in China on
one hand, and sovereign debt crisis amongst certain members in
European Union and credit tightening in China on the other hand.
2011 will be dominated by possible slower growth for China targeted
in 2011, monetary tightening in Europe, the ripple effect of the tragic
earthquake in Japan and the political unrest in North Africa and Middle
East. It is therefore expected that volatility will continue, especially in
the emerging markets. Our investment strategy will be research and
company based. We are also convinced that interest rates will no
longer stay low, and will see a gradual tightening starting in Europe,
and as such we have reduced our position significantly in bonds with
a single digit yield in the first quarter of 2011. We will be watchful of
events as they unfold and adjust our portfolio combinations prudently
S0 as to maximize returns for our shareholders.

FINANCIAL POSITION AND GEARING RATIO

As at 31st December, 2010, the Group had cash, cash
equivalents and pledged bank deposits totalling HK$23.6 million,
investments of approximately HK$1,276.7 million and bank borrowings
denominated in foreign currency equivalent to approximately HK$23.4
million. The Group’s gearing ratio, calculated by reference to the ratio
of total borrowings to total equity attributable to the owners of the
Company as at 31st December, 2010, was 2% (at 31st December,
2009: 2%).

FOREIGN EXCHANGE EXPOSURE

As at 31st December, 2010, 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 dollar,
New Taiwan dollar, British pound and Chinese 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.
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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$555.5 million (as at 31st December,
2009: HK$255.1 million). Facilities amounting to HK$23.4 million (2009:
HK$27.2 million) were utilised as at 31st December, 2010.

STAFF COSTS

The Group’s total staff costs (including Directors’ emoluments)
for the year ended 31st December, 2010 amounted to approximately
HK$3.3 million (2009: approximately HK$5.4 million).

PLEDGE OF ASSETS
Details regarding the pledge of assets are set out in Note 24 to
the financial statements on page 97.

EMPLOYEES

The total number of staff of the Group, including Directors, at
31st December, 2010 was 7 (at 31st December, 2009: 7). The
remuneration policy of the Group is to ensure that all employees,
including Directors, are sufficiently compensated for their efforts and
time dedicated to the Group and remuneration offered is appropriate
for their duties and in line with market practice. No Director, or
any of his associates, or executive is involved in deciding his own
remuneration.

Warren Lee Wa Lun
Chairman

Hong Kong, 25th March, 2011
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The Board of Directors of the Company (the “Board”) submit
their report together with the audited financial statements for the year
ended 31st December, 2010.

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

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2010
and the state of affairs of the Group and the Company at that date are
set out in the financial statements on pages 31 to 127.

The Board has resolved not to declare a dividend for the year
ended 31st December, 2010.

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 27 to the financial statements respectively.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December,
2010, calculated under Section 79B of the Hong Kong Companies
Ordinance, are shown in Note 27 to the financial statements.

SHARE CAPITAL AND WARRANTS

Details of the movements in share capital and outstanding
warrants of the Company are shown in Note 26 to the financial
statements.

FIVE YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 128.

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

Warren Lee Wa Lun

Mark Wong Tai Chun

Arthur George Dew

Peter Lee Yip Wah

Ambrose So Shu Fai

Albert Ho

Louie Chun Kit (appointed on 26th August, 2010)
Lam Tak Yee (resigned on 12th April, 2010)
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DIRECTORS (continued)

In accordance with Article 101 of the articles of association of
the Company, Messrs. Mark Wong Tai Chun and Peter Lee Yip
Wah will retire by rotation at the forthcoming annual general meeting
of the Company (“AGM”). All retiring Directors, being eligible, offer
themselves for re-election at the AGM.

In accordance with Article 92 of the articles of association of
the Company, Mr. Louie Chun Kit will retire and being eligible, offer
himself for re-election at the AGM.

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

DIRECTORS’ SERVICE CONTRACTS

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

BIOGRAPHICAL DETAILS OF DIRECTORS
The biographical details of the Directors are set out below:

Executive Directors

Warren Lee Wa Lun, aged 47, 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 (the “Stock Exchange of Hong Kong”). He is an
executive director of Viva China Holdings Limited (formerly known as
Coolpoint Energy Limited), a company listed on the growth enterprise
market of the 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 & 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 46, was appointed as an Executive
Director of the Company in December 2008. He has a Master’s
Degree in Business Administration and is a fellow of the Hong Kong
Institute of Certified Public Accountants, the Association of Chartered
Certified Accountants, The Institute of Chartered Secretaries and
Administrators and The Hong Kong Institute of Chartered Secretaries.
He was the financial controller of other listed companies in Hong
Kong. He is also an executive director of Allied Overseas Limited
(“AOL”, formerly known as Quality HealthCare Asia Limited) and was
appointed the chief executive officer of AOL in November 2010. He
is also an executive director of Allied Properties (H.K.) Limited (“APL”)
and the director of investment of AGL, a substantial shareholder of the
Company.

Non-Executive Directors

Arthur George Dew, aged 69, 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, APL and AOL.

Peter Lee Yip Wah, aged 68, 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) Company Limited
and Sinotrans Shipping Limited, both being companies listed on the
main board of the Stock Exchange of Hong Kong.
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Independent Non-Executive Directors

Ambrose So Shu Fai, aged 59, joined the Group since its
inception in 1990, is the executive director of SUM Holdings Limited,
a company listed on the main board of the Stock Exchange of Hong
Kong. He was appointed as an executive director and the chairman of
the board of Tonic Industries Holdings Limited, a company listed on
the main board of the Stock Exchange of Hong Kong, in December
2010. Dr. So is a director of The University of Hong Kong Foundation
for Educational Development and Research. He is a committee
member of the 11th National Committee of the Chinese People’s
Political Consultative Conference.

Albert Ho, aged 53, joined the Group as an Alternate Director
to an Independent Non-Executive Director in 1999 and became an
Independent Non-Executive Director in 2004. Mr. Ho graduated
from the Macquarie University, Sydney, Australia with a Bachelor
of Economics and MBA from the University of Hong Kong. He is a
Certified Public Accountant of Hong Kong Institute of Certified Public
Accountants and fellow member of the Association of Chartered
Certified Accountants. Mr. Ho is also an independent non-executive
director of Jiuzhou Development Company Limited, a company listed
on the main board of the Stock Exchange of Hong Kong.

Louie Chun Kit, aged 46, was appointed an Independent Non-
Executive Director of the Company in August 2010. He is a practising
accountant. He is a fellow member of Hong Kong Institute of Certified
Public Accountants and a fellow member of the Association of
Chartered Certified Accountants. He is currently the chief accountant
of Yield Limited, a Hong Kong private company engaged in property
development in the People’s Republic of China. Prior to his present
position in November 2006, he spent over 10 years as the chief
accountant in YMIM and around 5 years in the audit practice with
an international accounting firm in Hong Kong. He holds a diploma
in accounting from Lingnan College in 1988 and a master degree in
business systems from Monash University of Australia in 2005. He
is also an independent non-executive director of Manta Holdings
Company Limited, a company listed on the Stock Exchange of Hong
Kong.

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$17,722,000
and performance fee of HK$12,291,000 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, its holding
companies, any of its fellow subsidiaries or its subsidiaries was a
party and in which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.
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CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group during
the year ended 31st December, 2010, which may also constitute
connected transactions under the Listing Rules, are disclosed in Note
30 to the financial statements.

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

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

As at 31st December, 2010, 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 Hong Kong Securities and Futures
Ordinance (the “SFQ”)) 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:

(a) Interests in shares and underlying shares of the Company

% of the total

Number of Number of relevant
shares held warrants held issued shares
(Personal (Personal Total as at 31st
Name of Directors Capacity interests) interests) interests December, 2010
R-ZB—2F
+=—A=+—H
BERR EEE
BERGHE EXRHE ERITRG
EEpE 47} ({8 A B2 ) ({8 AR ) BrER BEYEDL
Peter Lee Yip Wah Beneficial owner 3,100,000 310,000 3,410,000 0.09%
(Note 1)
TR EmEAA (1)
Albert Ho Beneficial owner 2,080,000 216,000 2,296,000 0.06%
(Note 2)
falHRAR kot Z=PN (fE2)
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Name of
associated

Name of Director corporation

ESpR TREEE &

Capacity

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

(a) 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 (i)
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 (i)
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

Number of  31st December,
shares held 2010
R-ZE—FF
t=A=+-H
A E
WERECE T
ROBEED L

Nature of
interests

51 EmtE FAERGEE

Mark Wong Tai Chun AOL
IR

Beneficial Owner

BaEAA A

Personal 119,203 0.05%

LR BEEIN  RBE_T-TF+_A=1—H
IFFERZEMER - ARF] - EAEZERAR - ERF
MR - EHEARSEREB BB L EM L - <
ARRB 2 BB T RITHA B AIFERB AR R B S A AR
BBz BN AR T

B EXFREEIN  ARARRESHEBTHABY
ERARAREEREE (R RE S LB RPIZEXVED
D) 2B - HEARMDREFREEEDSORE - MAB
WIRERE % K B R DI £ 36216 R E AT BE 2 B LA
HARE TR R PTERETRIZAMNE AR R RE BB
Z RS FORR o

Save as disclosed above, at no time during the year ended 31st
December, 2010 was the Company, any of its holding companies,
its fellow subsidiaries, its subsidiaries or its associated corporations a
party to any arrangement to enable the Directors or Chief Executives
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or its associated
corporations.

Save as disclosed above, none of the Directors or the Chief
Executives of the Company had 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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SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2010, the following persons or
corporations, other than the interest disclosed above in respect of the
Directors, having interest in 5% or more in the shares and underlying
shares of the Company have been notified to the Company and

recorded in the register of substantial shareholders’ interests in shares
and short positions required to be kept under Section 336 of Part XV

of the SFO:
% of total
relevant
issued shares
Number of as at 31st
Name of Substantial Shareholders Notes Capacity Nature of interests shares held December, 2010
R-ZB—2F
+=—A=+—H
BERG GHEERTRGO
FTERRER B = 47} EEME B BEYEDL
AGL 1,5 Interest of controlled Corporate interest 2,952,869,606 72.13%
corporation
Ba R R A TR E R NAER
Lee and Lee Trust 2 Interest of controlled Corporate interest 2,952,869,606 72.13%
corporation
SEHI AT ol
Argyle Street Management Holdings Limited 3 Interest of controlled Corporate interest 262,500,000 6.41%
(“ASMH”) corporation
SEHI AT ol
Argyle Street Management Limited (“ASM”) 3 Interest of controlled Corporate interest 262,500,000 6.41%
corporation
SEHI AT ol
Chan Kin 3 Interest of controlled Corporate interest 262,500,000 6.41%
corporation
BRiE RS A TR E R NRER
Citigroup Inc. (“Citi”) 4 Person having security Other interest 263,500,000 6.44%
interest in shares
R RE HiiEss
REZEA
Rising Fortune Group Limited (“Rising Fortune”) S Beneficial owner Beneficial interest 1,145,000,000 27.97%

BEHRBEBA

B
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SUBSTANTIAL SHAREHOLDERS (continued)
Notes:

1.

AGL holds 2,952,869,606 shares of the Company through its wholly-
owned subsidiaries.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are
the trustees of Lee and Lee Trust, being a discretionary trust. They
together own 53.32% interest in AGL (inclusive of Lee Seng Hui’'s
personal interest) and are therefore deemed to have an interest in the
said shares in which AGL is interested.

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

The interest of Citi was attributable on account through a number of
wholly-owned subsidiaries.

On 10th December, 2010, the Company announced that as informed
by AGL, AGL’s indirect wholly-owned subsidiary, Bright Clear Limited
(“the Vendor”), entered into a conditional sale and purchase agreement
(the “SP Agreement”) with Rising Fortune in which the Vendor agreed
to sell and Rising Fortune agreed to purchase 1,145,000,000 shares
of the Company. On 25th January, 2011 and 24th February, 2011,
the Company further announced that the Vendor and Rising Fortune
entered into supplemental agreements on 25th January, 2011 and
24th February, 2011 (the “Two Supplemental Agreements”) for the
purpose of extending the long stop date to 21st February, 2011
and 21st March, 2011 respectively or such later date as shall be
agreed by the parties in writing. On 24th March, 2011, the Company
further announced that the Vendor and Rising Fortune entered into
a termination agreement on 24th March, 2011 to terminate the SP
Agreement (as varied by Two Supplemental Agreements) and release
each other from any liabilities.

Save as disclosed above, as at 31st December, 2010, 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 30th October, 2009, the Company and YMIM entered into an
investment management agreement (the “Investment Management
Agreement”), which was approved by the shareholders of the
Company (the “Shareholders”) on 11th December, 2009. Under the
Investment Management Agreement, YMIM agreed to assist the Board
with the day-to-day management of the Group from 1st January,
2010 to 31st December, 2012. YMIM is entitled to a management
fee equal to 1.5% per annum of the consolidated net asset value of
the Group attributable to the owners of the Company, calculated and
payable in arrears on a quarterly basis by reference to the arithmetical
average of the published consolidated net asset value of the Group
attributable to the owners of the Company on the last day of each
calendar month during each quarter; and a performance fee equal to
20% of the amount by which the audited consolidated net asset value
of the Group attributable to the owners of the Company of each year
ending 31st December, exceeds the audited consolidated net asset
value of the Group attributable to the owners of the Company as at
the end of the latest financial year in which YMIM was entitled to a
performance fee.

As at 31st December, 2010, (i) YMIM was an indirect wholly-
owned subsidiary of AGL which was a substantial shareholder of the
Company holding 72.13% interests in the share of the Company; (ii)
Mr. Arthur George Dew was common director of the Company and
AGL; and (i) Mr. Warren Lee Wa Lun was common director of the
Company and YMIM.

For the year ended 31st December, 2010, management fee and
performance fee of HK$17,722,000 and HK$12,291,000 respectively
were 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 Directors considered
that the Investment Management Agreement is in the best interests
of the Company and was entered into on normal commercial terms,
in the ordinary course of business of the Company and that the
rates and amounts of the management fee and performance fee are
calculated in accordance with the Management Agreement and are
fair and reasonable so far as the Shareholders are concerned.

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

On 10th January, 2008, a commission agreement (the
“Commission Agreement”) was entered into by the Company and
Sun Hung Kai Investment Services Limited (“SHKIS”), a subsidiary of
AGL. Under the Commission Agreement, SHKIS agreed to provide
securities brokerage services to the Company and its subsidiaries
at specific commission rates, which were arrived at on normal
commercial terms with reference to the prevailing market rates from
10th January, 2008 to 31st December, 2010.

For the year ended 31st December, 2010, securities brokerage
commission of HK$128,000 was paid and payable by the Group to
SHKIS.

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

The Company'‘s Independent Non-Executive Directors considered
that the Commission Agreement from 10th January, 2008 to 31st
December, 2010 is in the best interests of the Company and was
entered into on normal commercial terms, in the ordinary course of
business of the Company and that securities brokerage commission
rates are in accordance with the Commission Agreement and are fair
and reasonable so far as the Shareholders are concerned.

CONFIRMATION FOR CONTINUING CONNECTED
TRANSACTIONS

A letter pursuant to Rule 14A.38 of the Listing Rules has been
issued to the Board by the auditor of the Company confirming the
matters stated in Rule 14A.38 in respect of the above continuing
connected transactions for management agreement and commission
agreement.

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 (Chairman
of the Audit Committee) and Mr. Louie Chun Kit and one Non-
Executive Director, namely Mr. Arthur George Dew.

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters, including
review of the annual results for the year ended 31st December, 2010.
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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
one Non-Executive Director, Mr. Arthur George Dew (Chairman of
the Remuneration Committee) and two Independent Non-Executive
Directors, namely, Mr. Albert Ho and Mr. Louie Chun Kit.

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,
2010.

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

The financial statements in respect of the previous two financial
years were audited by Grant Thornton (“GTHK”), now known as JBPB
& Co. Due to a merger of the businesses of GTHK and BDO Limited
(“BDQO”) to practise in the name of BDO as announced on 26th
November, 2010, GTHK resigned and BDO was appointed as auditor
of the Company effective from 26th November, 2010. The financial
statements for the year ended 31st December, 2010 were audited by
BDO.

A resolution will be proposed at the AGM to re-appoint BDO as
auditor of the Company.

By order of the Board

SHK Hong Kong Industries Limited
Lo Tai On

Secretary

Hong Kong, 25th March, 2011
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CORPORATE GOVERNANCE REPORT

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

CORPORATE GOVERNANCE 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 “CG Code”) in Appendix 14 of
the Rules Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange of
Hong Kong”) as its own code on corporate governance practices. The
current practices will be reviewed and updated regularly to follow the
latest practices in corporate governance.

In the opinion of the Board, the Company has complied with the
code provisions of the CG Code during the accounting year except
for the following deviation. Also, the non-compliance of Rules 3.10(1)
and 3.21 of the Listing Rules is explained below.

Code provision B.1.1

The code provision B.1.1 of the CG Code states that a majority of
the members of the remuneration committee should be independent
non-executive directors.

The Company used to have a Remuneration Committee which
comprised two Independent Non-Executive Directors and one Non-
Executive Director. During the period from 12th April, 2010 to 25th
August, 2010, there were only two members in the Remuneration
Committee i.e. one Independent Non-Executive Director and one
Non-Executive Director.

As mentioned in the next section, this constitutes a deviation from
the code provision B.1.1 of the CG Code for the period from 12th
April, 2010 to 25th August, 2010.
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CORPORATE GOVERNANCE PRACTICES (continued)
Non-compliance of Rules 3.10(1) and 3.21 of the Listing Rules

On 12th April, 2010, Ms. Lam Tak Yee resigned as an
Independent Non-Executive Director and member of Audit Committee
and Remuneration Committee of the Company. Subsequent to the
resignation of Ms. Lam, the Company had not been able to comply
with the requirements of Rule 3.10(1) (minimum of three independent
non-executive directors) and Rule 3.21 (minimum of three audit
committee members with majority of independent non-executive
directors) of the Listing Rules (the “said Rules”). During the period
from 12th April, 2010 to 25th August, 2010, the Company has only
two Independent Non-Executive Directors, namely Mr. Ambrose So
Shu Fai and Mr. Albert Ho and two members of Audit Committee,
namely Mr. Albert Ho (Chairman of the Audit Committee) and Mr.
Arthur George Dew (a Non-Executive Director).

This constitutes hon-compliance of the said Rules for the period
from 12th April, 2010 to 25th August, 2010.

On 26th August, 2010, Mr. Louie Chun Kit was appointed as an
Independent Non-Executive Director, and member of Audit Committee
and Remuneration Committee of the Company. Thereafter, the
Company has fully complied with the requirement of the said Rules
and code provision of B.1.1 of the CG Code.

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.



20

o

p=]

THREHFMR AT SHK Hong Kong Industries Limited

A E R RN

REPORT OF CORPORATE GOVERNANCE

R
i. WHE

EEgRAERNMELERR  MEBKRE LK
B URARE - RITHRAEEEE -

EXVMMENTES  MEFRTEER=%28
SIFRITE RN

HiTEFE
TEMGEE(ERE)
TREEE

HHTEE
KT E S
FRELE

BUINTESF
BRI STAE
(BERVted
BB E

BYFATEEZABCBHETERE 240% ° M
BELIFRTERMRMEENERETEABEEZE
XEKBLERN - EFSNEREARERERNK
CELROAL  BUAARRHREEZER - AR
ARAZBERBRZEEXEZANER - B80%ZES
SRERARANERER  BHFNEGHER - BEFIK
BERTEBR(BENE X5 REIEMEXEEB
%)

REAMERECHREZSENMAMERREES

H 2REFHIRDNBHEN - ARRERNEERER
ZEEKENNERBY EXEE  TAARAFRAERH
BER  WEBRRMELY TH#ET -

E=gCAEETRIZRERTESSEHEH -

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

Mr. Louie Chun Kit

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

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

The Board has had regular Board meetings in accordance with
the CG Code.
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Executive Directors

HITEE

Warren Lee Wa Lun (Chairman)
FEG(FE)

Mark Wong Tai Chun

FR#

Non-Executive Directors
HNITEE

Arthur George Dew
WERSA

Peter Lee Yip Wah
TR

Independent Non-Executive Directors

B ITEF

Ambrose So Shu Fai

i

Albert Ho
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Louie Chun Kit (appointed on 26th August, 2010)
BEGR-T—TE/\A -+ AREM)
Lam Tak Yee (resigned on 12th April, 2010)
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CORPORATE MANAGEMENT (continued)

i. Board of Directors (continued)

Attendance of individual Directors at regular Board meetings in

2010:

4/4

3/4

4/4

3/4

0/4

3/4

11

11

100%

75%

100%

75%

0%

75%

100%

100%

Average attendance rate

FEE

73%

EEgEMesANMEESERLEL14AZE
Mo BREEMELESR  MAAEFHEREENE
FEAMAEE BFEEXMHERGRNEDIREARE
= UHRRSES eAREEEXM RReRELTH
o

At least 14 days’ notice of a regular Board meeting is given to
all Directors to provide them with an opportunity to attend and all
Directors are given an opportunity to include matters in the agenda
for a regular meeting. Board papers are despatched to the Directors
at least 3 days before the meeting to ensure that they have sufficient
time to review the papers and be adequately prepared for the

meeting.
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REPORT OF CORPORATE GOVERNANCE

CORPORATE MANAGEMENT (continued)

i

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.

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

During the year, Ms. Lam Tak Yee resigned as Independent
Non-Executive Director of the Company on 12th April, 2010,
which was noted and accepted by written resolution signed by all
Directors.

One Directors’ meeting was held during the year to approve
the appointment of Mr. Louie Chun Kit as an Independent Non-
Executive Director of the Company with the presence of Messrs.
Warren Lee Wa Lun, Mark Wong Tai Chun, Arthur George Dew
and Albert Ho.
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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 Mr. Louie Chun Kit. The Audit Committee is provided
with sufficient resources to discharge its duties and has access to
independent professional advice according to the Company’s policy if
considered necessary.

The major roles and functions of the Audit Committee are:

(@) to consider and 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;

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

(9) 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:

e reviewing the 2009 annual results and 2010 interim results of
the Group;

e 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 2009
annual financial statements and 2010 interim financial
statements;

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

* reviewing and recommending for approval by the Board the
2010 audit scope and fees;

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

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

* reviewing the effectiveness of internal control system and risk
management.

The Audit Committee met 2 times in 2010. Each committee
meeting was supplied with the necessary financial information of the
Group for enabling the members to consider, review and assess
matters of significance arising from the work conducted.
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CORPORATE MANAGEMENT (continued)
iii. Audit Committee (continued)

Attendance of individual members of Audit Committee at audit
committee meetings in 2010:

2/2 100%

2/2 100%

0/0  “NEF N/A

MEER_Z—ZTFNAT=HEHT) 11 100%
Average attendance rate
T fE 100%
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The Remuneration Committee has been established and currently
consists of three members, including Mr. Arthur George Dew (Chairman
of the Committee), being Non-Executive Director and Mr. Albert Ho
and Mr. Louie Chun Kit, being Independent Non-Executive Directors.
The Remuneration Committee is provided with sufficient resources
to discharge its duties and has access to independent professional
advice according to the Company’s policy if considered necessary.

The major roles and functions of the Remuneration Committee
are:

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

(b) to determine the specific remuneration packages of all
Executive Directors and senior management;

(c) to review and approve performance-based remuneration by
reference to corporate goals and objectives approved by the
Board from time to time;
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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 2010 with 100% attendance rate in the presence of
Mr. Arthur George Dew, Mr. Albert Ho and Ms. Lam Tak Yee (the ex-
member). 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 remunerations paid/payable
to the Company’s auditors, Messrs Grant Thornton, now known as
JBPB & Co., (resigned on 26th November, 2010) and BDO Limited
(appointed on 26th November, 2010), who are also auditors of
subsidiaries of the Company, are set out as follows:

Fees paid/payable

R A IR Bt EAER
HK$’000
FET
Audit services — BDO Limited
RERTE - BEA VU ERE G EBAARAA 250
Other non-audit services — Grant Thornton
Hth I BRTS - 9= 2 EtAN1T 68

318
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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 2009 and Interim Report 2010 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 2010. At the
annual general meeting convened on 4th June, 2010, 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.

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 at least annually.

INTERNAL CONTROLS

The Board is responsible for overseeing the Group’s system of
internal controls. However, such a system is designed to manage
the Group’s risks within an acceptable risk profile, rather than to
eliminate the risk of failure to achieve the business objectives of the
Group. Accordingly, it can only provide reasonable assurance but not
absolute assurance against material misstatement of management
and financial information and records or against financial losses or
fraud. For the year ended 31st December, 2010, 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 auditor about
their reporting responsibilities on the financial statements is set out in
the Independent Auditor’s Report on pages 29 to 30.
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To the members of
SHK Hong Kong Industries Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of SHK
Hong Kong Industries Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) set out on pages 31 to 127,
which comprise the consolidated and company statements of financial
position as at 31st December, 2010, and the consolidated income
statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with Section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of 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 about whether the consolidated financial
statements are free from material misstatement.

BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.
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INDEPENDENT AUDITOR’S REPORT
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Auditor’s responsibility (continued)

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

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the Group
as at 31st December, 2010 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.

BDO Limited
Certified Public Accountants

Lo Ngai Hang
Practising Certificate Number: P04743

Hong Kong, 25th March, 2011
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CONSOLIDATED INCOME STATEMENT

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

2010 2009
—z-%F —ETNF
Notes HK$’000 HK$’000
Mzt FHET FET
Revenue
L'ON 5 44,064 38,993
Other net income
R ONE 6 89,028 301,099
Administrative and other operating expenses
THRAMSEER (43,230) (43,969)
Operating profit
EES—Pi-g ] 89,862 296,123
Finance costs
BT RRAR 7 (446) (480)
Profit before income tax
FR8B AR R 8 89,416 295,643
Income tax expense
g% 9 (137) (61)
Profit for the year attributable to the owners of the Company
AAREE ANEERFERT 10 89,279 295,582
Earnings per share attributable to the owners of the Company (HK cents)
ARAREEAEEERER GBI 12
- Basic
- EA& 2.34 9.34
- Diluted
- 224 9.03
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

2010 2009
—E-EF —EThF
HK$’000 HK$'000
FET FET
Profit for the year
NEFE A 89,279 295,582
Other comprehensive income
Hih 2wk
Change in fair value of available-for-sale financial assets
AR EMBEE AT EE 18,100 64,812
Reclassification adjustment upon disposal of available-for-sale financial assets
LEAM LS BEEREN Y ERAR (25,464) -
Other comprehensive (expenses)/income for the year, net of tax
BB AFEHMEZE(ER) WE (7,364) 64,812
Total comprehensive income for the year attributable to the owners
of the Company
ARRBEEAEBEAEELEREEE 81,915 360,394
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

MR-Z—TFE+-HF=+—H e Asat 31st December, 2010

2010 2009
—E-—FF —EENE
Notes HK$’000 HK$'000
Hiat FETT FET
ASSETS AND LIABILITIES
EEREE
Non-current assets
FRBEE
Interests in associates
Nk l/NCIE: £ 16 18,155 18,155
Available-for-sale financial assets
At ER B EE 17 521,573 381,256
Held-to-maturity investments
REZIHKRE 18 - 51,516
539,728 450,927
Current assets
mENEE
Trade and other receivables and prepayment
B 5 R H M EUBGR R FERI 5/ IE 19 461 8,634
Amount due from a fellow subsidiary
e — 1 [R) 2B B8 2 R E 20 30 256
Financial assets at fair value through profit or loss
BAFEYREREERREECMIEEE 21 813,747 534,350
Pledged bank deposits
RITHEPFR 22 1,497 3,955
Cash and cash equivalents
RWENIREEEY 22 22,133 247,110
837,868 794,305
Current liabilities
mENEE
Other payables and accrued expenses
H e & s 2 A 23 1,611 12,051
Amount due to a holding company
R—EERR A R FIE 20 293 293
Amount due to a fellow subsidiary
R—ER R E A FFHIE 20 17,438 4,627
Borrowings
Bk 24 23,410 27,216
Financial liabilities at fair value through profit or loss
BRATEIRRERSREE B AE 25 68,712 59,216
Taxation payable
JERTIIA 137 1,271
111,601 104,674
Net current assets
mENE EFE 726,267 689,631
Total assets less current liabilities
EEAERRBARE 1,265,995 1,140,558

Net assets
BEFRE 1,265,995 1,140,558
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

MR-Z—TFE+-HF=+—H e Asat 31st December, 2010

2010 2009
—E-—FF ZEENF
Notes HK$’000 HK$’000
Mzt FHET FET
EQUITY
R
Equity attributable to the owners of the Company
EARHEE AELER
Share capital
e 26 409,350 373,879
Reserves
Gt 27 848,594 766,679
1,257,944 1,140,558
Non-controlling interests
=R 8,051 -
Total equity
FERBE 1,265,995 1,140,558
Net asset value per share attributable to the owners
of the Company (HK$)
AAREEAELEEBREERECGET) 28 0.31 0.31

FENBEEFI2TEZIRENBERREARAESE
([BFe | )R_Z—F=ZA-t+hBLEREERNE
WHTIEERERESE

Warren Lee Wa Lun

FEM

Chairman

FE

The consolidated financial statements on pages 31 to 127 were
approved and authorised for issue by the Board of Directors of the
Company (the “Board”) on 25th March, 2011 and are signed on its
behalf by:

Mark Wong Tai Chun
EFRH
Director

EF
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STATEMENT OF FINANCIAL POSITION

MR-Z—TFE+-HF=+—H e Asat 31st December, 2010

2010 2009
—E-2F ZETNF
Notes HK$’000 HK$’000
HiaE FETT FAET
ASSETS AND LIABILITIES
EEREE
Non-current assets
FEREEE
Investments in subsidiaries
N IIEEYNCIE 2 15 1,400 1,400
1,400 1,400
Current assets
REBEE
Other receivables and prepayment
H i fEUGR R FE T 3R IE 461 399
Amounts due from subsidiaries
FEURHT A RIFRIA 15 1,264,601 949,139
Amount due from a fellow subsidiary
e —MER RM B A RIFIA 20 9 9
Cash and cash equivalents
ReRIBEEBY 22 6,273 208,158
1,271,344 1,157,705
Current liabilities
i 2h=R
Other payables and accrued expenses
Hib R R EETE 23 1,571 4,111
Amounts due to subsidiaries
i NGIE e 15 1,388 3,085
Amount due to a holding company
R—FEERR A RIFIE 20 293 293
Amount due to a fellow subsidiary
R —ER R E A I8 20 17,438 4,627
20,690 12,116
Net current assets
RENEEFE 1,250,654 1,145,589
Total assets less current liabilities
EERERABERE 1,252,054 1,146,989
EQUITY
Em
Share capital
R A 26 409,350 373,879
Reserves
& 27 842,704 773,110
Total equity
ERBRHE 1,252,054 1,146,989
Warren Lee Wa Lun Mark Wong Tai Chun
) EPN |
Chairman Director

xR 5=
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

Non-controlling Total
Equity attributable to the owners of the Company interests equity
AARERARLERE FERER Enieg
Capital Capital Investment
redemption  contribution revaluation Retained
Share capital Share premium reserve reserve reserve earnings Total
& ROEE ExREREE EAEARE REEGRE REEA &g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
7T 23 FET FET 22 TFEx FEn 7T 7T
At 1st January, 2010
“3-E--REE 373,879 481,776 20,032 367 60,036 198,468 1,140,558 - 1,140,558
Profit for the year
RERRN - - - - - 89,279 89,279 - 89,279
Other comprehensive income:
B ENE -

Change in fair value of available-
for-sale financial assets
ARLENREECATERD - = = = 18,100 = 18,100 - 18,100
Reclassification adjustment upon disposal
of available-for-sale financial assets
HETHLEHBEER S ) FRE - - = = (25,464) = (25,464) = (25,464)

Total comprehensive
(expenses) / income for the year
rEERE(ER) WakE - - - - (7,364) 89,279 81,915 - 81,915

Capital contribution by
non-controling interests
FERERENTE - - - - - - - 8,051 8,051
Exercise of warrants
TRk 35471 - - - - - 35471 - 35471

Transactions with owners
HEEAIRS 35471 - - - - - 35471 8,051 43522

At 31st December, 2010
ZZ-ZE+CA=1-HEE 409,350 487,776 20,032 367 52,672 267,747 1,257,944 8,051 1,265,095
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

Non-controling

Equity attributable to the owners of the Company interests Total equity
ARAEE AEESR FERER ERAE
(Accumulated
Capital Capital Investment losses)/
redemption contribution revaluation retained
Share capital ~ Share premium reserve reserve reserve eamings Total
(23tE8)/
e RAGE EBAREORE AMIARE RASHER RAEM &5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET AT AT AT AT AT AT AT TET
At 1st January, 2009
“EINE-F-REE 186,917 492,746 20,082 367 (4,776) (97,114) 598,172 - 598,172
Profit for the year
RERER - - - - - 295,582 295,582 - 295,582
Other comprehensive income:
B 2ENE
Change in fair value of available-
for-sale financial assets
ARLENREECATERD - - - - 64,812 - 64,812 - 64,812
Total comprehensive income
for the year
AERRENGRE - - - - 64,812 295,582 360,394 - 360,394
Proceeds from shares issued
BETRG METE 186,917 - - - - - 186,917 - 186,917
Share issuance expenses
IR ER - (4,970) - - - - (4,970) - (4,970)
Exercise of warrants
fIERkER 4 - - - - - 4 - 45
Transactions with owners
HEFAZRS 186,962 4970) - - - - 181,092 - 181,092
At 31st December, 2009
“ITNETZA-T-REE 373,879 487,776" 20,082" 367 60,086" 198,468" 1,140,558 - 1,140,558

* WLERREEEB48,504,0008 L (—Z T NF : 766,679,000
BID) IR R B TSN R 2 R -

* The aggregate amount of these balances of HK$848,594,000 (2009:
HK$766,679,000) represents the reserves in the consolidated statement
of financial position.



38

TR AE B AR SHK Hong Kong Industries Limited

A BN ER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

2010 2009
—E-EF ZEThF
Notes HK$’000 HK$’000
Mzt FHET FET
Cash flows from operating activities
Profit before income tax
BT F gz A 89,416 295,643
Adjustments for:
FTHIER M A
Interest income from available-for-sale financial assets and held-to-maturity
investments
AL E R TS B B R 2 B AR A 2 R B 5 (28,612) (28,361)
Interest income from bank deposits
RITIFRF BUA 5 (160) (519)
Dividend income
f& B U A 5 (15,292) (10,113)
Gain on disposal/redemption of available-for-sale financial assets and
held-to-maturity investments
HE TEE A RSB EE R A E R EE 2 s 6 (43,032) (8,238)
Fair value gain on financial assets and liabilities
at fair value through profit or loss
BRATEIRRERSREEMHEERBE AT EKR 6 (45,796) (243,232)
Interest on bank borrowings
HRITERZF B 7 446 480
Write off of trade receivable
B 5 [ WK 85 8 - 18,008
Exchange loss
FE H 518 379 119
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A BN ER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

2010 2009
—E-EF ZEThF
HK$’000 HK$'000
FAET FET
Operating (loss)/profit before working capital changes
Rer2BASE DA KB (BR) H5F (42,651) 23,787
Decrease in trade and other receivables and prepayment and
other restricted deposit paid
B 5 N B A FE UK IE I TR - AR IE K B At PR 7 R A 8,173 71,337
Decrease/(increase) in amount due from a fellow subsidiary
JE U — Pl R R B B 1 R k3B O ) /S 226 (256)
(Decrease)/increase in other payables and accrued expenses
Hith PR & FEETE A OFi ), /120 (10,440) 7,704
Increase in amount due to a holding company
R— IR A RIFRIEIE N - 203
Increase in amount due to a fellow subsidiary
R — 1 R Z BT /88 22 RIFRIEIE hn 12,811 4,627
Change in financial assets and liabilities at fair value through profit or loss
RATEIRRERSREE B EERBEE (247,917) (3,083)
Cash (used in)/generated from operations
KEEBER) /BEEzRe (279,798) 104,429
Bank interest received
EHERITHR 160 519
Dividend received
[SEG1ES) 15,292 10,113
Interest on bank borrowings paid
EMRITERZFE (446) (480)
Hong Kong Profits Tax paid
EEEBFEM (1,271) -

Net cash (used in)/generated from operating activities

rEXEB () EE 2 ReFHE (266,063) 114,581
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

2010 2009
—E-EF ZEThF
Notes HK$’000 HK$’000
Mzt FHET FET
Cash flows from investing activities
REEBZHERE
Acquisition of an associate
BABEAF } (18.155)
Purchase of available-for-sale financial assets and held-to-maturity investments
BAHRLEVBEERSBEEERE (161,053) (270,704)
Proceeds from disposal/redemption of available-for-sale financial assets and
held-to-maturity investments
e TEE A RSB EE R IFEZ AR E 2 TS 08 143,247 63,359
Interest received from available-for-sale financial assets and held-to-maturity
investments
A EM TS E E RS Z R AR E 2 EUCRE 15,361 17,617
Decrease/(increase) in pledged bank deposits
SRITIEIRFERUR L (38h0) 2,458 (3,955)
Net cash generated from/(used in) investing activities
BREEDEE(FER) 2R FHE 13 (211,8398)
Cash flows from financing activities
RETHHSRE
Capital contribution by non-controlling interests
R ERENTE 8,051 -
Repayment of bank borrowings
EBIRITER (168,027) (30,982)
Proceeds from issuance of shares
BT < PTISEIE 35,471 186,962
Shares issuance expenses
BITRIDZER - (4,970)
New bank borrowings raised
SEMBIMERITER 165,578 58,198
Net cash generated from financing activities
WMEEBEE 2R TR 41,073 209,208
Net (decrease)/increase in cash and cash equivalents
BeRASZEYORD) MENFHE (224,977) 111,951
Cash and cash equivalents at 1st January
R—A—HZARERRALZEY 247,110 135,159
Cash and cash equivalents at 31st December
RT=B=+—HZR2RELEEY 22 22,133 247,110
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NOTES TO THE FINANCIAL STATEMENTS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

— BB

MTREBRAR([ARE ] INEBEMEL K
UREBZARAR - ARBEMMPERRARA
TELFRMU AT B EFELITBIBRBAREEXR
E18181801E - ARAZBRNNEBMERSHME
BRAR([ BB L -

RZZE—ZF+_A=+—8 AREIZBRAAE
EEEUHETMKR I I BEEERATIRAAT Y
BEERARAMESEBRAR([HMAEE])
BESEA—REESFMKNIZ AR ETERA
7] o KRB Z AR H AlLee and Lee TrustZ (s
LA ° Lee and Lee TrustZ {57t A2 EB& E b
REBETSELITE138HA RS NE24E -

ARRIREMBAR(REAIAEERFRAZE
BEGERBRRENLETRFLTZERMTA -

GENERAL INFORMATION

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

As at 31st December, 2010, the parent of the Company is
Bright Clear Limited which is incorporated in British Virgin Islands
and the ultimate holding company of the Company is Allied
Group Limited (“AGL”), a listed public limited company, which
is incorporated in Hong Kong. The ultimate controlling party of
the Company is the trustees of Lee and Lee Trust. The address
of the principal place of business of the trustees of Lee and Lee
Trust is 24th Floor, Allied Kajima Building, 138 Gloucester Road,
Wanchai, Hong Kong.

The principal activities of the Company and its subsidiaries
(together referred to as the “Group”) during the year include the
investments in listed and unlisted financial instruments.
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iR £ B
NOTES TO THE FINANCIAL STATEMENTS

BE-Z—-ZF+_A=+—HIL4FE e Forthe year ended 31st December, 2010

2. SRR SRR T 2 A S I v B ([ 2. ADOPTION OF NEW OR REVISED HONG KONG

S5 48 Y B ) FINANCIAL REPORTING STANDARDS (“HKFRSs”)
2.0 WA BT R - R —2 2.1 Adoption of new/revised HKFRSs - effective 1st January,
A — H A3 2010

RAFE  AREEEXERATIHEEES
AR EEEAA® ) RM 2 FER -
ERARRRE(#EEMGREER 'JJ) %E
MEBMBRESENERNAZER _T—FF
;ﬂ A4 & [ 89 2 M S BR R R
%

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 Hong
Kong Institute of Certified Public Accountants (“HKICPA”),
which are relevant to and effective for the Group’s financial
statements for the annual period beginning on 1st January,
2010.

BEENBRELR  BEMBREER 28 HKFRSs Improvements to HKFRSs
CHES! (Amendments)

HAEGTEAFE% AEREPEE Amendments to Eligible Hedged Items
(1BFIA) HKAS 39

EATKRELED  UARGEANTR—SEENE Amendments to Share-based Payment — Group
B2 (IERTA) SHENUBROEAERZ HKFRS 2 Cash-settled Share-based

§

BRI EAETR HFARBUMBRR

Payment Transactions

HKAS 27 (Revised)  Consolidated and Separate

(&4535]) Financial Statements
BRMBImEEN  EKEH HKFRS 3 (Revised) ~ Business Combinations

F3F(4E1E3T)

EA(BERMBHRE REBADKIERSEE HK(IFRIC) — Distributions of Non-cash Assets to
RELZE®) Interpretation 17 Owners
—REE1THR
ERAEBELNE Eﬂ%%&i‘%a’\] 25— BHAY HK Interpretation 5 Presentation of Financial
25 SRR 2 RER IR Statements — Classification by
HERSE the Borrower of a Term Loan
that Contains a Repayment on
Demand Clause
BT E SN - BN S B ARG Except for as explained below, the adoption of these new

AMAREB B RERLBEEATE -

BB TS R 2 A1 B35 (4
=} =
a

HKFRSs has no significant impact on the Group’s financial
statements.

HKFRS 3 (Revised) — Business Combinations and HKAS

RESSER|E7YE (K 7 (Revised) — Consolidated and Separate Financial
et Statements
RUEE] 7 @ S SN R E N 3.2 8 The revised accounting policies are described in Note 3.2

WERR—ZTZNF+ A — BRI 2
R 2 25 A0F - DM B EEREIR
2 EB OB R ER 2 hE x%ﬁi$2@
FTERIE - VIR LA BT ENARE LD
RWBEZEBEO WEEHZERES %E)SZ
WS s A B v FE R RIREE - ARAFR
AN S 032 5 - BURMMEER] BB
WEERNFEIRW|MEAEE 2 BB HRREE
FRIRE -

KIERTB B EAIFE27 R EK—HE AR
2B R B (B R KT HIE) ARA
B A ABREEREBAZZM)ETIR
5 Bt ARG ER AR c EXE
ERIER - RERANEER MEREA FHEE
EtE - MBREEE TR BEPER © ;RN
ﬁgif;ﬁ@n+$ﬂlJ%27sﬁ¥T$%@$¢f§jﬁ
Fissy -7

to the financial statements, which are effective prospectively
for business combinations effected in financial periods
beginning on or after 1st July, 2009. Changes in HKFRS
3 include the valuation of non-controlling interest, the
accounting for transaction costs, the initial recognition and
subsequent measurement of a contingent consideration
and business combinations achieved in stages. These
changes impact the amount of goodwill and the results in
the period that an acquisition occurs and future results.
The adoption of revised HKFRS 3 has no impact to the
Group'’s financial statements as there has been no business
combination transaction during the year.

The revised HKAS 27 requires that a change in the
ownership interest of a subsidiary (without loss of control)
is accounted for as a transaction with owners in their
capacity as owners, accordingly, such transactions are
recognised within equity. When control is lost and any
remaining interest in the entity is re-measured to fair value,
and a gain or loss is recognised in profit or loss. The
adoption of the revised HKAS 27 has no material impact
on the Group in the current year.
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NOTES TO THE FINANCIAL STATEMENTS

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

2.

PR PT A T 2 7 W s O ) (T i
YA e 1) ()

2.0 RAGH BT HRE BB - %%
AE—H— N (4)

BERBESH —WBHRERNZES —ERAY
B kR ERER TR ETR DA

B RAEAE RS ERE 1 RIMB
BRZ2 2B - HEII BB SRS
PR & - BIE S B T BGRA BRI R
BER 2 REBEHR 2GR EMERRIBRBEELES
FHERIZE T SREENBRABERRBAE - T
A IR A T B BURUEH % 5K AT RE M © BRANLLE
REOAEEZMHBRLEYE  DAKE
ZEFREHITE -

2.2 CLAEARHE G A A S0 A ol S A o

5l BE AR B S IR A BT AT
HEERECEM - R RERITIAEAREE
R -

BEEMGHRELER —E-TEFBUEHRE
(IBFIA) HER|| Bl Eess
EBEERE32S HBRNDE
SN
B8 (BERIFKHRE AR EEHEMEaE
#EZEZ)
—REE10%
B GERE24 BEALHES
(&1E5T)
BEMEHRELER S@IA
5k
T R E—TE- AR ARRNEER
R
2 RIE—TEL A B AR EE R
M
s RZE——F— A — B AR EE AR
M
s RZB—=F— A — B AR EE AR
M

BB GHERIF 245 (RER]) A KB RE
ATHER o ZEIEFTH RN BRBTA R
MERRRHEO R  MeRERAR KT
P KRZEGIRZFE—BAFERTENER
B EROMER S EREHK -

2.

ADOPTION OF NEW OR REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(continued)

2.1

2.2

Adoption of new/revised HKFRSs - effective 1st January,
2010 (continued)

HK Interpretation 5 — Presentation of Financial Statements
— Classification by the Borrower of a Term Loan that
Contains a Repayment on Demand Clause

The Interpretation is a clarification of an existing standard,
HKAS 1 Presentation of Financial Statements. It sets
out the conclusion reached by the HKICPA that a term
loan which contains a clause which gives the lender the
unconditional right to demand repayment at any time
shall be classified as a current liability in accordance with
paragraph 69(d) of HKAS 1 irrespective of the probability
that the lender will invoke the clause without cause.
The adoption of the interpretation has no impact to the
Group’s financial statements as the Group’s borrowings
are short-term in nature.

New HKFRSs that have been issued but are not yet
effective

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

HKFRSs (Amendments)  Improvements to HKFRSs 2010 283
Amendments to HKAS 32 Classification of Rights Issues'

HK(IFRIC) -
Interpretation 19

Extinguishing Financial Liabilities with
Equity Instruments?

HKAS 24 (Revised) Related Party Disclosures®

HKFRS 9 Financial Instruments*

1 Effective for annual periods beginning on or after 1st February,
2010

2 Effective for annual periods beginning on or after 1st July,
2010

3 Effective for annual periods beginning on or after 1st January,
2011

4 Effective for annual periods beginning on or after 1st January,
2013

HKAS 24 (Revised) clarifies and simplifies the definition of
related parties. It also provides for a partial exemption of
related party disclosure to government-related entities for
transactions with the same government or entities that are
controlled, jointly controlled or significantly influenced by
the same government.
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NOTES TO THE FINANCIAL STATEMENTS

HEZ

2.

3.

—ZFE+-A=+—HAILFE e For the year ended 31st December, 2010

BR0T AR T 2 A S O ) (T i
YA R 1) ()

2.2 UL g A A 280 7 o S A 48 ) ()

REBEEZBHBEHREERNESS  MBEEESH
RBEAFESIZEER AT ENREEEIUR
REBERVBEENEBEARMBEEN
BEHNRERERHE - AVERESNBRE
R EHRETIESRARE  BEARE
REMEEKERERELE - BEMBRSE
QIR EREBE LG EREIREMUBE

BERRNMTERE - ERAFEF ABRENE
BRERIN  ZABEERRESHERENDF

EEPHSHER 2 EKSER

rERE2IZEENEERRESHTESE

?ﬁ(i%ﬁ%@ & EHEEHEARC o UEHN - BABMTE
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2. ADOPTION OF NEW OR REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(continued)

2.2

New HKFRSs that have been issued but are not yet
effective (continued)

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value gains
or losses will be recognised in profit or loss except for
those non-trade equity investments, which the entity will
have a choice to recognise the gains and losses in other
comprehensive income. HKFRS 9 carries forward the
recognition and measurement requirements for financial
liabilities from HKAS 39, except for financial liabilities
that are designated at fair value through profit or loss,
where the amount of change in fair value attributable
to change in credit risk of that liability is recognised in
other comprehensive income unless that would create or
enlarge an accounting mismatch. In addition, HKFRS 9
retains the requirements in HKAS 39 for derecognition of
financial assets and financial liabilities.

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

Basis of preparation

The financial statements on pages 31 to 127 have been
prepared in accordance with HKFRSs which collective
term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the HKICPA and the Hong
Kong Companies Ordinance. The financial statements also
include the applicable disclosure requirements of the Rules
Governing the Listing of Securities on the Stock Exchange
of Hong Kong (the “Listing Rules”).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1

Basis of preparation (continued)

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.
The adoption of the new 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.

Basis of consolidation

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

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

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

3.2

Basis of consolidation (continued)

Business combination and changes in the Group’s
interests in subsidiaries on or after 1st January, 2010

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree is
re-measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The Group
may elect, on a transaction-by-transaction basis, to
measure the non-controlling interest either at fair value or
at the proportionate share of the acquiree’s identifiable net
assets. Acquisition-related costs incurred are expensed.

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

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

3.2

Basis of consolidation (continued)

Business combination and changes in the Group’s
interests in subsidiaries on or after 1st January, 2010
(continued)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Where certain assets of the subsidiary
are measured at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity,
the amounts previously recognised in other comprehensive
income and accumulated in equity are accounted for as if
the Company had directly disposed of the related assets
(i.e. reclassified to profit or loss or transferred directly
to retained earnings). The fair value of any investment
retained in the former subsidiary at the date the control
is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKAS 39 Financial
Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment
in an associate or a jointly controlled entity.

Subsequent to acquisition, the carrying amount of non-
controlling interests is the amount of those interests at
initial recognition plus the non-controlling interests’ share
of subsequent changes in equity. Total comprehensive
income is attributed to non-controlling interests even if
this results in the non-controlling interests having a deficit
balance.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.2

Basis of consolidation (continued)

Business combination and changes in the Group’s
interests in subsidiaries prior to 1st January, 2010

On acquisition, the assets and liabilities of the relevant
subsidiaries are measured at their fair values at the date of
acquisition. The interest of minority shareholders is stated
at the minority’s proportion of the fair values of the assets
and liabilities recognised.

Transaction costs, other than those associated with the
issue of debt or equity securities, that the Group incurred
in connection with business combinations were capitalised
as part of the cost of the acquisition.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the excess,
and any further losses applicable to the minority, are
charged against the Group’s interest except to the extent
that the minority has a binding obligation to, and is able
to, make additional investment to cover the losses. If
the subsidiary subsequently reports profits, the Group’s
interest is allocated all such profits until the minority’s
share of losses previously absorbed by the Group has
been recovered.

The Group applies a policy of treating transactions with
minority interests as transactions with parties external to
the Group. Disposals to minority interests result in gains
and losses for the Group are recognised in profit or loss.
Purchases from minority interests result in goodwill, being
the difference between any consideration paid and the
relevant share acquired of the carrying amount of net assets
of the subsidiary.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

w
W

Subsidiaries

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

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

HEZ

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

34

Associates

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

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

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

34

Associates (continued)

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

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

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

w
wn

Foreign currency translation

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

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

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

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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.6

Revenue recognition

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

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

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

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

Borrowing costs

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

Borrowing costs are capitalised as part of the cost of a
qualifying asset when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use
or sale are being undertaken. Capitalisation of borrowing
costs ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use or sale
are complete.
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3. HREHHECOR IR (4 ) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.8  FEBEH A WA 3.8 Impairment of non-financial assets
B AT MBS AR EE TR - Interests in subsidiaries and associates are subject to

impairment testing.

A EMBEEAAE LR RV E EBEE All non-financial assets are tested for impairment whenever
BREE 2 R E TREEAIE - there are indications that the asset’s carrying amount may

not be recoverable.

FAEEREERAMEREHEAI WO REE = An impairment loss is recognised as an expense
FERNEIER A » AR REARRT R immediately for the amount by which the asset’s carrying
NP EREEX AR FEFEBEEMEZESE © amount exceeds its recoverable amount. Recoverable
L EREER @ (fetRkB e ns A amount is the higher of fair value, reflecting market
FATEL IR RALIR = HIRME - AR TS Y conditions less costs to sell, and value in use. In assessing
CEREERBREERARR 2T - 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.

ML LFEMTM S - WEEEEZRES AR For the purposes of assessing impairment, where an
FTEBII R EMAE - BRI URC SR Ty iE ] asset does not generate cash inflows largely independent
VEABRSRAZR/ MR EE (MRS ESE from those from other assets, the recoverable amount is
BROEBT - At - HEEIRERIF NET determined for the smallest group of assets that generate
Falls - SAFDEERKRRSEESRMK cash inflows independently (i.e. a cash-generating unit). As
TR o aresult, some assets are tested individually for impairment

and some are tested at cash-generating unit level.

BEEEREB IR EREREARNAEE Impairment losses recognised for cash-generating units
SR ERASERBE(IAEE)IN - FEaE are charged pro rata to the assets in the cash generating
BRI AR eES SN2 EERHG - 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.

MEREBTEE KB ZHZE 7 (Lt HIRE T2k An impairment loss is reversed if there has been a
& B O EaEE  EUEEZEREENS favourable change in the estimates used to determine the
BERTEBEREMEEZBEATREETY asset’s recoverable amount and only to the extent that
BREE © 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. WREEHBORBEE (4)

3.9

P78 7

Z SEA = UNSIDYE NI 5= P Wl

BEZEHRHEIIMT -

I EERATRBIDEA -

- BERIERE

- E NFESIRMERRREE ZPBE

W

- EBERRENFIE: K
- AHHEMBEE -

ﬁﬁﬁ%ﬁ?%%%ﬁﬁ%Zﬁm'ﬁm*ﬁ
REREEMBEEZ N - YRR SEE
a/RT - REERE B RERTEZED o

FTEMBEERSEALEBKABHIANA
AMECZBTRI S - 5 THERR « LUBE A I
BZHBEENRR S BHER - EMBKEER
VLR DERATETE - B WiRE
WIERAFET AR - BIREEEIER K
KEHE -

BUWBRERSREZ RN ERRAEEZE
REDoy L fi £ (O 3R 2 o B - BA TS & & RIBUH
TR

RERER - BYHBEERETERN - AT
ELEANEZEREMES - WEELAZEE
% AREBHMBEEZ P EMETE LEREM
518 -

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 purchases of financial assets
are recognised on trade date. When financial assets are
recognised initially, they are measured at fair value, plus, in
the case of investments not at fair value through profit or
loss, directly attributable transaction costs.

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

At each reporting date, financial assets are reviewed to
assess whether there is objective evidence of impairment.
If any such evidence exists, impairment loss is determined
and recognised based on the classification of the financial
asset.
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3. WREIBORHE (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
3.9 WHERE(H) 3.9 Financial assets (continued)

M

(i)
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Z— iy kB BB TIE R AR
AIZMBEEIRFHEEER - TATHA
(BREER Z RAXITETR) IR A5 E
BE  MHEITETAEEEABREIMTA
KRR AHRIBRID

0

(i)

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 classified
as held for trading unless they are designated as
effective hedging instruments or financial guarantee
contracts.
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3. WA BOEREE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
3.9 BB R ) 3.9 Financial assets (continued)

(i)
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(i)

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 basis to
the key management personnel; or

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

Subsequent to initial recognition, the financial assets
included in this category are measured at fair value
with changes in fair value recognised in profit or
loss. Fair value is determined by reference to active
market transactions or using a valuation technique
where no active market exists. Fair value gain or loss
does not include any dividend or interest earned on
these financial assets. Dividend and interest income is
recognised in accordance with the Group’s policies
in Note 3.6 to these financial statements.
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3. WA BOERCE () 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
3.9 BB REA) 3.9 Financial assets (continued)

(i)

(iv)
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(i)

(v)

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

N REEBEKESMELEZELE in that foreign currency and translated at the spot
FEABI Bz AT EEFHNIERNER R H rate at the reporting date. The change in fair value
fth B B A H th 2 T YR s A FERR © 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.
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3. WREWHBORME (A7) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
3.9 WHHERE () 3.9 Financial assets (continued)
(v) FIEHEFBEEGE) (iv)  Available-for-sale financial assets (continued)
?jﬁ)}’/\iﬁﬁ SERTESRe B LEAFEET For available-for-sale equity investments that do not
;EquEZTT#HjEHx$}x§&§EE§i§ have a quoted market price in an active market and
$& Iﬁﬁﬂ@ﬂ){\m Rz ERE whose fair value cannot be reliably measured and
T AES Z{JEI,E\ C RS RER derivatives that are linked to and must be settled by
% ZEWRER - HIEKATBERID 2R delivery of such unquoted equity instruments, they
FEaEERE - are measured at cost less any identified impairment
losses at each reporting date subsequent to initial
recognition.
905 Y ARG A Impairment of financial assets
AERER - BEERAFEFTABZUIINZ At each reporting date, financial assets other than at fair
B EEETEN  UWRAERESEEMEERZ value through profit or loss are reviewed to determine
/BRI o whether there is any objective evidence of impairment.
BRI EEERBE BB B BN Objective evidence of impairment of individual financial
I - ZBIEC S RAEERBER T —EK assets includes observable data that comes to the
ZIAEEE N - attention of the Group about one or more of the following
loss events:
—  EBABAEEABGEE - significant financial difficulty of the debtor;
—  EL - miERSEEBANRESAE -  a breach of contract, such as a default or
delinquency in interest or principal payments;
— BEBEAEAREESETEMBIER — it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;
—  Fifr - W5 & jz,}‘éiaii?*iéﬁ """" - significant changes in the technological, market,
7 WEBAELETHNEE economic or legal environment that have an adverse
effect on the debtor; and
— RERZTAEREZNFEIEEE AL - a significant or prolonged decline in the fair value of

THRIEREK K - an investment in an equity instrument below its cost.
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3. WREHHECOR IR (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.9 WHHERE () 3.9 Financial assets (continued)

P e o () Impairment of financial assets (continued)

BRI GEESBEEREERNZAE Loss events in respect of a group of financial assets
B EEZE AR S RE LRGSR include observable data indicating that there is a
ZAEIREIE o ZS 0 HREESEETER measurable decrease in the estimated future cash flows
ARAEEAZMTAOR - AR BEERRNEE from the group of financial assets. Such observable
/RGN R 2 B RS A AR IR data includes but not limited to adverse changes in the
[0 payment status of debtors in the group and, national or

local economic conditions that correlate with defaults on
the assets in the group.

WEETMZERE AR T ARG ENE If any such evidence exists, the impairment loss is

RREEE - measured and recognised as follows:

(@) IRERERADIER 2 B IS EE (a)  Financial assets carried at amortised cost
A BB REB R AT EEZER If there is objective evidence that an impairment
RN FIE SR S A TR 2 A 2 5 loss on loans and receivables or held-to-maturity
BRI & IR AR ETIE - B8N E E investments carried at amortised cost has been
FHRAELRKRYBEEZREETEFE(E incurred, the amount of the loss is measured as the
RS HEREHE 2 B MNZ)IFTIR 24 difference between the asset’s carrying amount and
HAKRERE(TNBIERMRELEZRK the present value of estimated future cash flows
SEER)RBEZEZ%E - BERER (excluding future credit losses that have not been
FERRE A 2 HAR A B R - 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.

MR AL ET 1B REE R HARERL Y - B If, in subsequent period, the amount of the
S A B ER b B R A R AR B A 2 ST HS impairment loss decreases and the decrease can
% B O L AT MR 2 FEaEs1E - MR be related objectively to an event occurring after
BORES B MIERMEEE REE the impairment was recognised, the previously
BRI EEARE 2 R AR AN o #[m recognised impairment loss is reversed to the extent
FREAA RSO 38 A 7 BRI MBS P RERR - 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)

)

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 profit or loss. The
subsequent increase in fair value is recognised in
other comprehensive income. Impairment losses
in respect of debt securities are reversed if the
subsequent increase in fair value can be objectively
related to an event occurring after the impairment
loss was recognised. Reversal of impairment losses
in such circumstances are recognised in profit or
loss.

Financial assets carried at cost

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

3.9

3.10

Financial assets (continued)

Impairment of financial assets (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.

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.
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3. WREHHECOR IR (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1 PifdBtz el ik

3.11 Accounting for income taxes
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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 recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable
nor accounting profit or loss.

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

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability is
settled or the asset realised, provided they are enacted or
substantively enacted at the reporting date.
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3. WREHHECOR IR (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.11 Pifsiz arul i (4F) 3.11 Accounting for income taxes (continued)

REBIEEEX BB SR Em it am Changes in deferred tax assets or liabilities are recognised

WS HERR - sk A BE )Y RN E M2 mIkEs in the profit or loss, or in other comprehensive income or

NEFEENBRSETAZIER - AIEERAERS directly in equity if they relate to items that are charged

TR o or credited to other comprehensive income or directly in

equity.

AERIBEERANRBEEBEEELATEILT Current tax assets and current tax liabilities are presented

FeLllFEEsl in net if, and only if,

(a) AEEFEERFIBMITEIUEERERS (8 the Group has the legally enforceable right to set off
BEEGH K the recognised amounts; and

(b) BERFHEELERIFEREE NS (o) intends either to settle on a net basis, or to realise
NEaf’E- the asset and settle the liability simultaneously.

REBEEUTEBER TN AFEREZYELR The Group presents deferred tax assets and deferred tax

HEEMELERESE - liabilities in net if, and only if,

(a) FZOEEEEBRFIBITEA]AGAETIE (@) the entity has a legally enforceable right to set off
BERAHHRIBEEENEE & current tax assets against current tax liabilities; and

(o) EIEFIEEERRILEHIABGEER R (o)  the deferred tax assets and the deferred tax liabilities
HEATL A ME I — B 2 Fri8Fia R - relate to income taxes levied by the same taxation

authority on either:

() RI—FERBFEE 3 ()  the same taxable entity; or

iy BERASBRARKIRE(MELHESR B (i) different taxable entities which intend either to
HAFE) A 1% 4578 S U (2] KRB A IR SE 7Y settle current tax liabilities and assets on a net
TEBESEE) AFEEELEE AR basis, or to realise the assets and settle the
MEBEAEEEENRKBEREENR liabilities simultaneously, in each future period
EERENTRERRE - in which significant amounts of deferred tax

liabilities or assets are expected to be settled
or recovered.
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3. WAEFBOEME4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

3.12 BE KBS
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POLICIES (continued)

3.12

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 transaction.

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.
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3. WAEEBORBE4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

3.14 e BRI ()

MHEEEN
EEZA 2 FHREFNES AR S & R

R ARFEHEERS B AR PTRHRS
MmES Z FRIGFTEEIELBIE

Rt E R REERNE L IRRE T TH#

POLICIES (continued)

3.14

Employee benefits (continued)
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

R o leave and maternity leave are not recognised until the time
of leave.
3.15 WMHAL 3.15 Financial liabilities

AEBMBABEREREMBEENR B E
A~ R—FEEBR AR R —REF Z 8RR R
A BERRRAFEIRIERRREE 2
HafE -

MBBEDRAEE2ETYTRZ &HWH#
FFHERR - PTA N S 2 ERBRREAS
B2 ERRA ST RMES.7 -

ERERP CETERRIGEHIERR - A
HUBRRY S AE -

WRAMBABERR - ERARAB TR Z
FAS—BHBEERR - HEABERRE
RigiEs - RIBRE RSB IEBURRER R
BRERERHAE  MEREERZZHEL
PRI ER -

PTETA

PTETRE(BREELSIHRRALTETER) IR
FER=(RHFES.10) ©

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 derivatives are
measured at fair value (see Note 3.10).
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315 WHfafi(4)

3.15 Financial liabilities (continued)
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M FERIBEARER

BOEREEHR BRI RANTCEEREAED
1REARXNEE  BAERDERRBE
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BAHESRMERRERIEZVBRE

BAHEYIRREREREE ZMBERERRE
FEEE 2B ABEMNRERRIEE /R
ANHEIRRERERRE B EE -

KB BaEZ BNANEHRANLE - RIB
BREIIRFFEE - TATHE - BREEEH
TENPOBERZOTETR - RO BERTHE
BE  RIFHWERRBUZE T TR « #F
BEERECBENBRARER -

H—MaHBE —NRIALHRARTELA
RIEOREAA R AIRIEE SR A FEIR R
HRGREEZMBEE - BRIRLRARITE
TAYTEFREREBERES © SUbBRA
AOTETERAXREL LR

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least twelve months after the reporting date.

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 desighated 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.
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3. HRErHHEOR IR (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 WMEflE (4 3.15 Financial liabilities (continued)
AT EYEREESEREBECMBa’EE) Financial liabilities at fair value through profit or loss
(continued)
WA TGS - B aEr RN SR Financial liabilities may be designated at initial recognition
B BB AFEYAEE as at fair value through profit or loss if the following criteria
are met:
—  IETRHBRSBEERD U TREESE - the designation eliminates or significantly reduces
BRAESEREBRELS 2 T 3G the inconsistent treatment that would otherwise arise
BIER 3k from measuring the liabilities or recognising gains or

losses on them on a different basis; or

— BERTCEREERE AE5—HEY -~ the liabilities are part of a group of financial liabilities
BT B EREZEY ERIBIEAFE which are managed and their performance is
EAETE 5 evaluated on a fair value basis, in accordance with a

documented risk management strategy; or

— BB aEBsRSEZEERNEZBRARSTE - the financial liability contains an embedded derivative
TH-o that would need to be separately recorded.
HiEisa s Other financial liabilities
HufiBaBE(2EAmEER - B EAK Other financial liabilities including other payables and
R—REZERR AR R — R RZH B AR FKIE) 1) accrued expenses and amounts due to a holding
FIHENFEER  HERBEBRM R AR company and a fellow subsidiary are recognised initially at
SHRKARGTE o their fair value and subsequently measured at amortised

cost, using the effective interest method.

3.16 P b i iR O 3.16 Financial guarantees issued
IEERIIBREITA(SERAN)SEE AR A financial guarantee contract is a contract that requires
B EIEAREREGES T A 2GR 2 B the issuer (or guarantor) to make specified payments
NEmEEsEEmMAEE A NETREY to reimburse the holder for a loss it incurs because a
BH - specified debtor fails to make payment when due in

accordance with the terms of a debt instrument.

AR B HEFSER - BIZERZ AFEEY Where the Group issues a financial guarantee, the fair value
FHEREE S R EMEGGRA ZIELEWRA © # of the guarantee is initially recognised as deferred income
TR ERE D WE S AT ERE - B within trade and other payables. Where consideration is
BRI E AR ZIEE E 2 AN B ECR M T AW received or receivable for the issuance of the guarantee,
2 o (Kt M U EX B FE U ENGZ (B - IR 1E the consideration is recognised in accordance with the
REMBRER AR R IB2S RS H - Group’s policies applicable to that category of asset.

Where no such consideration is received or receivable, an
immediate expense is recognised in profit or loss on initial
recognition of any deferred income.
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FOREal BORBEZE (A7)

3.16 JiE s O (4F)

VA HERRBIERAZ BRRE - LERFH
MR IR E R PT & BB SRR 2 - It
S BRI BE AR ARERIBAKECIEL Z
FBERAASBERERERSAKERLEZ
REFRBEHBERE 2REE (I P#R
ZHERR R (ER)) - RIRERREE o

317 BEAL

MU HRAT S TIIBRT - BHALRR
BEAEEEMHY

) BAEALBREIEERIEB - BHZHTP
PN S SEEEa g SEldpl s
RERFITEEATEN - HEMAKR
BB N BRI

iy AEEBEBFHEATZHERIES

(i) BEALAREENBERRRAZER
HEBRZRBER%E

vy ERALTAAEBERASEESARNEE
EEAE  NZBATHERSE i
ZEANTES - KRR TEERTLE
B

v BREALR)EMLZZATOERRE
HAZEALES - KEEHHITREER
FENNER X

V) BEALAREENBAKEEMEA LN
ERERNER MR X RIEENE

Z o

ERALHERRBERNAEREENRS
HYAZZALHENEE -

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.16

Financial guarantees issued (continued)

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

Related parties

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

(i) 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;

(i) the Group and the party are subject to common
control;

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

(iv)  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;

(v)  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

(vi)  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 influence, or be
influenced by, that individual in their dealings with the
entity.
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3. HRErHHEOR IR (4) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.18 S #bfE 3.18 Segment reporting

RIS BHMELERFESS » DHERNE Under HKFRS 8, reported segment information is based
WIVARNITEIRZRERAEE > ATEIER on internal management reporting information that
HERHRITES TR - PITESFHEAL is regularly reviewed by the Executive Directors. The
ERFEETE AT a DS EBRE - ANEEH Executive Directors assess segment profit or loss using a
RSB EREERFSRL D LR EFTEL measure of operating profit. The measurement policies the
ARt EEERE R B IEREERBEHRE Group uses for segment reporting under HKFRS 8 are the
NFTERRAE 2 » same as those used in its HKFRS financial statements.

MBS R EERESHRN - RIETHZ2 On adoption of HKFRS 8, based on the regular internal
I RNEBHITESTHNANE I EER A ARE financial information reported to the Group’s Executive
B iTE FRTAEERSEBKAKNE RS Directors for their decisions about resources allocation to
VWEMZEHEKNRIR  NEERREESR the Group’s business components and review of these
TEREE—(@EEDE BTS20 3 components’ performance, the Group has identified only
WEE o one operating segment, financial instrument investments.

Accordingly, segment disclosures are not presented.

4.  BgeraHEE ZOA 4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

fhet R H e T E T - WRE BT KB NRE Estimates and judgements are continually evaluated and are

MAE(BEREEBELATHEEBNREEBZANKSE based on historical experience and other factors, including

{ETEHE)ZE B o expectations of future events that are believed to be reasonable

under the circumstances.

AEBGHEELETNER - AlkmiER 25 The Group makes estimates and assumptions concerning the
HEIEEE AL AR EBERESR - TXEHilA future. The resulting accounting estimates will, by definition,
BARAREER T EAFBRFERNEENBER seldom equal the related actual results. The estimates and
HEELDENAR 2 G@BIET RER assumptions that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

FEULI B A BRI B Impairment of amounts due from subsidiaries

RATIEIEBETRL AN EEZERKNBATIR The Company’s management determine the need to make
IERE o WEET TVRIERB AT 2 EE FE L& allowance for impairment of amounts due from subsidiaries.
¥4E o  ERERREHEFTEBRBR This estimate is based on the subsidiaries’ net asset values and

operating results. Management reassess the allowance at the
reporting date.
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BRER/SFHERER A o PMED A -
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KERBUABTA EZRERR ZMBER -

EAET IR

EEERCHASBRAFELEAHE - £—K%
BEREPEABBEEERABFZRZ MAEMES
TR - MR FEF A RETRERENIEARS
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APEZEEEE/ARBEEMIZARABRZEK
B HERZZFEMZBERT A VHEHBILER
HEMETE - ARMES ARG EERE 2R
RERBEBRRTEMRZ G 2 T EEEMARR -
s (BHRERE - FRFE - REFFE - BRER
L ORBMRARGEERILZ 28 B EREE
EEREBATETEMIAZATESEEEKR

= P

IR 5 2 EE

ERGFHERFEIRRE - RIRIE R ™ T BE B
RERTBRXRSHM 5 BLEA  TEEE - E
ERBHRERBEHRBRZEERTIRRFE
EERNERBLMER S - EREANHEHMT
AEmigedaE  WHETSMT A AFE-

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (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 quotations
in an active market. In the absence of such information, the
fair value is determined by an independent professional valuer.
Such valuation is subject to limitations of the valuation models
adopted and the uncertainty in estimates used by management
in the assumptions. Should the estimates including share
prices, deposit rates, spot rates, risk-free rates, volatility and the
relevant parameters of the valuation model be changed, there
would be material changes in the fair value of certain financial
instruments without quoted prices.

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.
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5. KA 5. REVENUE

NEBZ T EEBF DR AN BEHREMTIEE - A& The Group’s principal activities are disclosed in Note 1 to these

B2 EXBIEHFRB WA -

these activities.

RERERREAEETEZEEZWALT

the year is as follows:

financial statements. Turnover of the Group is the revenue from

Revenue from the Group’s principal activities recognised during

2010 2009
—E-—=F —ZZETNF
HK$°000 HK$'000
FET Fi#r
Interest income from available-for-sale financial assets and held-to-maturity investments
A ENTBEE RSB ZIBRE 2 FSHBA 28,612 28,361
Interest income from bank deposits
RITFRFEIWA 160 519
Dividend income
NI N
— listed investments
— WA 14,277 9,745
— unlisted investments
— JELETIRE 1,015 368
44,064 38,993
6. AL FH 6. OTHER NET INCOME
2010 2009
—E-ZF ZETNF
HK$’000 HK$'000
FETT FET
Fair value gain on financial assets and liabilities
at fair value through profit or loss
BRATESRRIEERRERE 2 5 EE
REEz A THEWRR 45,796 243,232
Gain on disposal/redemption of
available-for-sale financial assets and held-to maturity investments
BE TEE RS EE R A E AR E 2 43,032 8,238
Sundry income
FETEWA 581 177
Exchange loss, net
b 5 B85 (381) (548)
Receipts on interests in Grand China Shares
FTEMZE IR R UK - 50,000
89,028 301,099




Annual Report 2010 4§

73

B 5 i A i
NOTES TO THE FINANCIAL STATEMENTS

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

7. WE A 7. FINANCE COSTS
2010 2009
—2-2E ZEENF
HK$’000 HK$'000
FAET FET
Interest on bank borrowings wholly repayable
within five years
ARAFERNEBER 2 RITEFRFL 446 480
8. P Bini e 8. PROFIT BEFORE INCOME TAX
2010 2009
—E-FF ZEENF
HK$’000 HK$'000
FAET FET
Profit before income tax is arrived at after charging:
PGSR N 2R T5&IE
Auditor’s remuneration
ZHEME
— charge for the year
—REFE 250 300
— under-provision for prior year
—BEFERETR - 50
Employee benefit expense (including Directors’
emoluments (Note 14)) (Note 13)
EERNMA(BREERHE (KE14))
(M5E13) 3,300 5,403
Management fee (Note 30)
EIRE A (M7E30) 17,722 14,124
Performance fee (Note 30)
4% A (FI5E30) 12,291 -
Write off of trade receivable
B 5 FE R 8 - 18,008
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9. PFifdBii

BBFEHTIAREE 2 G5 ERFOE R x
16.5% (=T NF : 16.5%)aT B HHE -

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2009: 16.5%) on the estimated assessable profits for the year.

2010 2009
—2-2E ZEENF
HK$°000 HK$'000
FAET FET
Current tax — under provision in prior year
RERIE - F BB T2 137 61

FriSHiAx EREA T R E 2 grta Ml 2 HiRN
T

Reconciliation between income tax expense and accounting

profit at applicable tax rates is as follows:

2010 2009
—2-2F —BTRhF
HK$’000 HK$’000
FET FET

Profit before income tax
PG T A& A 89,416 205,643
Tax calculated at the applicable rate of 16.5% (2009: 16.5%)
AR E16.5% (ZZTNF : 16.6%) TH A 14,754 48,781
Tax effect of non-deductible expenses
TAHRERX 2 BB & 2,062 5,360
Tax effect of non-taxable revenue
BARBWA Z B & (16,516) (20,630)
Tax effect of unused tax losses not recognised
KRR RERBRBE B R E 337 1,269
Utilisation of previously unrecognised tax losses
EFRSLRIARER 2B EE (637) (34,639)
Under provision in prior years
TEREEBE TR 137 -
Others
E A - (80)
Income tax expense
PG TR 137 61
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9.

10.

11.

Pt Be 3 (4)

N_ZE-—ZTFE+-A=Z+—0  AEEEAHH
% B 18 49180,287,0008 T (Z T A F + 4
176,598,000/ 70 ) * AIB{EHEAZEEBEBZ AR
ZARRERBRF AR - AREETERRIOH
R - AW ERZEHEBRERELERIEE
E o RBROTREED  ZEBRBEBETSER -
RZEMEE A RERECHIERE -

R-Z—ZTFE+-_A=+—H8  ARFESRRE
RELRIBEERAE(ZSTNF + &) -

A2 vl B N HE A ZAS A B i A

KRB A ANEIRERE 5 F489,279,000/8 7L (=
T T NF % R 4295,582,000 7T ) 0 i A4
69,594,000/ 70 (Z T ZN4F © & F)#9323,879,000
BT ERARA 2 BHREARIE

[958

EFRARDASANRE  TRANE-F %
FR-ZFEAFT A=+ —AIEDRERE -

10.

11.

INCOME TAX EXPENSE (continued)

As at 31st December, 2010, the Group has unused tax losses
of approximately HK$180,287,000 (2009: approximately
HK$176,598,000) 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, 2010 (2009: Nil).

PROFIT FOR THE YEAR ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

Of the consolidated profit attributable to the owners of the
Company of approximately HK$89,279,000 (2009: profit of
approximately HK$295,582,000), a profit of approximately
HK$69,594,000 (2009: profit of approximately HK$323,879,000)
has been dealt with in the financial statements of the Company.

DIVIDEND
The Directors propose to preserve cash for investment activities

and do not recommend any dividend for the year ended 31st
December, 2010 and 2009.
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G320kl

BREABFNDIBEBERRGEAE ABEAE G L
89,279,000/8 7L (ZZZ NF : )& F)49295,582,000
BT ) &L’iifaﬁéﬂ Bk 2 AE 8L
3,816,044, 00on<_ =T N F : #93,164,880,000
BOFTE

TSR DRIBEA QR A A RS BAREMNA
89,279,000/ TT(ZFFNAF  Ji #47295,682,000
BLT)RAFEARBREZECHFTLEARY
EFLRABBZERTEAR 2 MEFIHN
3,989,809,000 % (= F T L4 + #)3,272,433,000
BOFE -

DTS A TRERRBERFEAT S
Hi

12.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit
attributable to the owners of the Company of approximately
HK$89,279,000 (2009: profit of approximately HK$295,582,000)
and on the weighted average number of approximately
3,816,044,000 (2009: approximately 3,164,880,000) ordinary
shares in issue during the year.

The calculation of diluted earnings per share is based on the
adjusted profit attributable to the owners of the Company of
approximately HK$89,279,000 (2009: profit of approximately
HK$295,582,000) and on the weighted average number
of approximately 3,989,809,000 (2009: approximately
3,272,433,000) ordinary shares outstanding during the year,
after adjusting for the effect of dilutive potential ordinary shares
for warrants.

The calculation of basic and diluted earnings per share
attributable to the owners of the Company is based on the

following:
2010 2009
—EB-BF —ETNF
HK$’000 HK$'000
FET FET
Earnings
B
Earnings for the purpose of basic earnings per share
(profit for the year attributable to the owners of the Company)
AT EZIRERERNZ &R
(RRRER ANERIEARFEHET) 89,279 295,582
Adjustments to earnings in respect of the effect of dilutive potential
ordinary shares arising from warrants of the Company
AR AIRBEEE A E S TR E MY BFEL 2 5% - -
Earnings for the purpose of diluted earnings per share
AU EGRESERT 2 B F 89,279 295,582
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12. B RP (4H) 12. EARNINGS PER SHARE (continued)
2010 2009
—EB-EF —ZETNF
000 000
i T
Number of shares
ROER
Weighted average number of ordinary shares for the purpose of
basic earnings per share
AT EBIRERERN Z EiRmARINE T 58 3,816,044 3,164,880
Effect of dilutive potential ordinary shares for warrants
REFETHEELBR T E 173,765 107,553
Weighted average number of ordinary shares for the purpose of
diluted earnings per share
AR E GRS B A 2 &R T 5 2 3,989,809 3,272,433
13. D B A B S (65 3 e 4 ) 13. EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTYS)
2010 2009
—E-EF —ETNF
HK$°000 HK$’000
FET FET
Basic salaries
EX%e 2,307 2,327
Discretionary bonuses
BB TEAL 903 2,986
Contributions to defined contribution plan
EREHRET B 90 90
3,300 5,403
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14. FEAE B s A AT BEA R4

14.1 #EHN 4

ENSENEEZMEMT

14. DIRECTORS’ EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS

14.1 Directors’ emoluments

The emoluments paid or payable to the Directors were as

follows:
Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits contributions fee Total
FeRk SRIREF
EE0E Hit g ST AR ®E B
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
FET FET FET FET FET
2010
—EB-EF
Executive Directors
HITEF
Warren Lee Wa Lun
FEG 20 1,950 90 903 2,963
Mark Wong Tai Chun
F R 20 - - - 20
Non-Executive Directors
FMITEE
Arthur George Dew
INERE 70 - - - 70
Peter Lee Yip Wah
TR 20 - - - 20
Independent Non-Executive Directors
I TEE
Ambrose So Shu Fai
BRIE B 20 - - = 20
Albert Ho
fAIHRAR 120 - - - 120
Lam Tak Yee (resigned on 12th April, 2010)
MEER_Z—ZFHA+_HAFHE) 70 - - - 70
Louie Chun Kit* (appointed on
26th August, 2010)
BRGH(R_E—ZFN\A=1+B
ERE) - - - - -
340 1,950 90 903 3,283

# CERSRREEREAQARBRIBEFAS Lit
BEZART  BRETEBEERBE_T
—ZE+ A=+ HUEFERRESFRESH

25,000/ 7T °

# Subject to Shareholders’ approval in the forthcoming annual
general meeting of the Company, Mr. Louie Chun Kit will
be entitled to receive a director’s fee of approximately
HK$25,000 for the year ended 31st December, 2010.
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14. HEHMA R SRS BWA(4) 14. DIRECTORS’ EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS (continued)

14.1 HEFWMW4L (4) 14.1 Directors’ emoluments (continued)
Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits  contributions fee Total
ek RREF
BE=Me EAbig PRI ®"e 4axn
HK$'000 HK$'000 HK$000 HK$'000 HK$’000
FET FEr FEr FET FET
2009
—ETNF
Executive Directors
HITEE

Warren Lee Wa Lun (resigned as Managing
Director and appointed
as Chairman on 16th March, 2009)
FEMMP_ZTNF=ZATEHEIES

BB RERTRERF) 20 1,950 90 2,986 5,046
Mark Wong Tai Chun
BN 1 - - _ 1

Edwin Lo King Yau (resigned on
31st October, 2009)

SRM(R_BBNFETA=+—BEHE) 20 - - - 20

Non-Executive Directors

HPITEE

Arthur George Dew

WE % 70 - - - 70
Peter Lee Yip Wah

R 20 - - - 20

Independent Non-Executive Directors

BUHNTEE

Ambrose So Shu Fai

e 20 - - - 20

Albert Ho

A HRAR 101 = = = 101

Lam Tak Yee

A= 43 - = = 43
295 1,950 90 2,986 5,321

MAREERNTE I TR EESRESRE There was no arrangement under which a Director waived

WEEATHE - or agreed to waive any remuneration during the year.

BEERAERH I —T—TFR_TTNF Incentive fee is determined at a percentage of the profit

TZ A=t —BZFEHIRTNE—a ok before income tax of the Group for the year ended 31st

METE ° December, 2010 and 2009.
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14. HEHMA R SRS BWA(4) 14. DIRECTORS’ EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS (continued)

14.2 FAisk s Him AL 14.2 Five highest paid individuals
NREBEAERRUESTMATEELELES The five individuals whose emoluments were the highest in
“ETNF - WR) c EMEE RME ity the Group for the year included five (2009: four) Directors
TR - RBEE-_EZhE+_A=+—HIIE whose emoluments are reflected in the analysis presented
ERN - EHA—(IEEZEENFHNT - above. The emoluments payable to the remaining one
individual during the year ended 31st December, 2009 are
as follows:
2010 2009
—2-2E ZEENF
HK$°000 HK$'000
FET FET
Basic salaries
EXH+ - -
Discretionary bonuses
BIBTEAL - _
Contributions to defined contribution plan
TR GBI - -
Others
Hity - 47
- 47
REBEE-_ZEFTAF+_A=+—HILEFE The emoluments of the remaining one highest paid
N BT —E2Ra3FMALTZBHENFIZEE individual paid during the year ended 31st December,
1,000,000/ 7T ] 7 EM& 2B RIA » 2009 fell within the emolument band of “Nil -
HK$1,000,000".
REBEE-_ZE—ZEFER _ZEFTNF+-_B=+—81F During the year ended 31st December, 2010 and 2009, no
FERN  AEFBIERZEEN TSI A T BN emoluments were paid by the Group to the Directors or highest
2 VEAIMAS AR E B4 > 1SE ok BERL S o paid individual as an inducement to join or upon joining the

Group or as compensation for loss of office.
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15. JABIE A v 8%, HEBC (R ) BB 2 v 3k 9 15. INVESTMENTS IN SUBSIDIARIES/AMOUNTS
DUE FROM/(TO) SUBSIDIARIES
2] COMPANY
2010 2009
=t B ¥.3 —TTAE
HK$’000 HK$'000
FAET FET
Unlisted shares, at cost
FE LMk - RECR 1,503 1,503
Less: Impairment loss recognised
B B ERREREE (103) (103)
1,400 1,400
Amounts due from subsidiaries
JE LSBT 8 A B 5k IE 1,577,198 1,332,977
Less: Impairment loss recognised
B BRERFERESIE (312,597) (383,838)
Portion due within one year included under current assets
FIERENEE 2 —F N EIHIED D 1,264,601 949,139
Amounts due to subsidiaries, due within one year included under current liabilities
TERBIBE 2 —F AR H 2 KB A RIRIEA (1,388) (3,085)

U (ROMBRRREREER - 28 RARE
SKEFERE - Bt FEFEIBEARDEE (B

&) -

classified as current assets/(liabilities).

The amounts due from/(to) subsidiaries are unsecured, interest
free and repayable on demand. Accordingly, the amounts are
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15. JABE A R BEE B R ) B8 A vl 5k (4F) 15. INVESTMENTS IN SUBSIDIARIES/AMOUNTS
DUE FROM/(TO) SUBSIDIARIES (continued)

2l (#) COMPANY (continued)
LTAEXENBRARAN-_ZE—TF+=_A=+—H Particulars of the principal subsidiaries at 31st December, 2010
2S¢ are as follows:

Place of Percentage of

incorporation/ Particulars of issued capital held
Name of Company operations issued share capital by the Company Principal activities

FRRREZ
ARER HMAL EEE BRTRAFE ERTRAAMNL TEXH
Directly Indirectly
i &
2010 2009 2010 2009

—B-BF “TTNF -2-%f _TTNE

Capital Sharp Investment Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
Limited HK$1 each
ERREERRA e 2ME R RERER
BREBIET
Contana Investment Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
FHRERRAA] e 2ME R RERR
BREBIET
CMS Investments Limited Hong Kong 1 ordinary share of 100% 100% - - Investment holding
HK$0.01
e BB - RERR
H{B0.01ETT
The Hong Kong Equity Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
Guarantee Corporation Limited HK$1 each
e 2ME R RERR
BREBIET
Long Rainbow Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
AFEERAR e 2MRE R REBR
BREBIET
Long Scene Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
BEERAT Bk 2MRE AR RERR

BREEIAT
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15. JABE A R BEE B R ) B8 A vl 5k (4F) 15. INVESTMENTS IN SUBSIDIARIES/AMOUNTS

DUE FROM/(TO) SUBSIDIARIES (continued)

2] (4H) COMPANY (continued)
Place of Percentage of
incorporation/ Particulars of issued capital held
Name of Company operations issued share capital by the Company Principal activities
FRAREZ
ARER BMAL e CROREFE ERTRTENL TEER
Directly Indirectly
E# B
2010 2009 2010 2009
—2-%F “ITNF —B-%F _—TITNF
Long Set Investments Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
BAREBRAT Bk MR &R RERR
BREBIET
Long Resources Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
ERARAT &E oM E AR RERR
BREETET
Longson Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
HEBERAF ) 2MREBR RERR
BREEIET
Mix Limited Hong Kong 1,400,000 ordinary 100% 100% - - Investment holding
shares of HK$1 each
e 1,400,0008% &3k - REER
BREBVET
Long Portfolio Limited Hong Kong 1 ordinary share of 100% 100% - - Investment holding
HKS1
BB 1REBR RERER
ABEIET
Charm Force Investment Hong Kong 18,155,000 (2009:1) - - 57% 100%  Investment holding
Limited ordinary shares of
HK$1 each
RHRERR AR ) 18,155,000 RERR
(ZZENF 1)
REER -
BREEIET
EEeRE FRINEZAATRBAREHAER The above table lists the subsidiaries of the Company which, in

ZARFERXERERYENBREEFEZ TR
- BEFERR JHHEMMBARFERERE
FHBRITR -

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.
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16. R A v HERR

16. INTERESTS IN ASSOCIATES

gL GROUP
2010 2009
—E-TF —ETNF
HK$’000 HK$'000
FET FETT
Share of net assets
PMEEEFE 3,267 3,267
Goodwiill
BES 50,852 50,852
54,119 54,119
Less: Impairment loss
B FERbETIE (35,964) (35,964)
18,155 18,155

RIZ-ZF+-_A=1+—R FEBEARRIE

Particulars of the associates, all of which are unlisted, at 31st

i REERT December, 2010 are as follows:
Equity interest
Particulars of Country of Equity interest attributable to the owners
Name of associate issued shares held incorporation Principal activities held by the Group of the Company
BRESRORG
BELRER k=1 AR IER TEEH FREf 2 RAER KRRER AERRAER
2010 2009 2010 2009
—E-3f C“ITHE ZB-BF _ITNF
Oriental Cashmere Limited 2,000 ordinary shares British Virgin Islands ~ Manufacturing and trading 25% 25% 25% 25%
of USD1 each of cashmere products
2,000f% A - EBETHS FREREERES
BEE1ET
Learning Ark Holdings 35,136 ordinary shares  British VirginIslands  Provision of online 26% 26% 15% 26%
Limited of USD0.01 each education services
35,136 RE @R - EBEAHS REESHE RS
FREMB0IET

BBMERRZHREAMHA T —_A=1t—H-

All associates have a reporting date of 31st December.
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16. AW A alBERS (A7) 16. INTERESTS IN ASSOCIATES (continued)
S (4F) GROUP (continued)

EEANEEREHEARERZBEMEER - 1] The summarised financial information in respect of the interests

HHWOT - in associates attributable to the Group is set out below:
2010 2009
—E-ZF —ETNF
HK$’000 HK$'000
FAET FiET

Total assets

BERR 42,629 30,416
Total liabilities

BB (76,245) (65,502)
Revenue

WA 25,440 31,551

Loss for the year

RNEFEEE (3,105) (10,947)
NEEWEELHEEISEREE NRISE 2 Ak The Group has not incurred any contingent liabilities or other

SRE B E A - commitments relating to its investments in associates.
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17. WA SR 17. AVAILABLE-FOR-SALE FINANCIAL ASSETS
£M GROUP
2010 2009
—E-TF —ETNF
HK$°000 HK$'000
FET FHETT
Non-current
R
Listed equity and debt securities (Note 17.1 and 17.2)
EmRAREHES ([7F17.1%17.2) 461,322 347,900
Unlisted equity securities, at fair value
JE LM AES - BATE 37,396 33,356
Unlisted debt securities (Note 17.2)
JELEmEBHES (MEE17.2) 22,855 -
Total
Fek) 521,573 381,256

ZEEHRZ ATEBRIES27F M2 E - At

HEMBEEATIEREE -

Fair values for these securities have been measured as

described in Note 32.7. Available-for-sale financial assets are

denominated in the following currencies:

2010 2009
—B-2F —ETNF
HK$°000 HK$'000
FET FET
HKS
BIT 52,523 102,003
Renminbi (‘RMB”)
AR 10,870 14,123
United States dollar (“USD”)
ET 408,057 208,667
British pound (“GBP”)
ES 50,123 56,463
521,573 381,256
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17, VPR S (4Y) 17. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)
S (4F) GROUP (continued)

17.1 BB B A58 5 17.1 Listed equity and debt securities
2010 2009
—E-ZF —ETNF
HK$°000 HK$'000
FETT FET

Listed equity and debt securities

ETRAREBES

- Listed in Hong Kong

—&BLm 36,693 66,048

— Listed outside Hong Kong

— BB LT 424,629 281,852

461,322 347,900

Market value of listed equity and debt securities
TR RESES 2 TE 461,322 347,900
W EM TS EEBEAT W MBI N EE M 2 B These financial assets are subject to financial risk exposure
R o in term of price and currency risks.
FERAREEZ AFEIZEERTISRS®RE Fair values of the listed equity securities have been
HZHMEHEBETE - determined by reference to their quoted bid prices at the

reporting date in an active market.




88

o

+

THREHEMR AT SHK Hong Kong Industries Limited

X

VA5 8 o B

NOTES TO THE FINANCIAL STATEMENTS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

17. {3k £ S B R (A

HM (A7)
17.2 Ll Bk Ll BB

R LT EBES 2 AT AR TR
2 R

REEFE ORAATABREARKRES @ K
BEFMEREERSD RMEEKESD - &5
iy REIERD - AREERESFHBOOER
AHHEMBEER RSO BAITESR
TH-

B HERMERZIERBRNT

() fEFIBHHEE

EHIBHRVIAHER B IR A T EER B
BIESEREAZ AT ELYAELEE
PEREER  EERTAEH - N_T—
TE+-_A=+—H @BEEFBLLZ2AF
B4 5469,204,0008 L (ZTFTNF ¢
49 £305,998,00078 7T ) + Itk JhIRFT 23K
ZWEERFRZARFBEREREBEED
BT BEEMSE  ERKzWaEE2
BIESERZTAEBE - R_T—TF
+ZA=FT—8  EFBHZEBRFEN
TJ0.76%Z=11.73% (=TT NF : NI A
5.56%%16.73%) ° EF M 2 A FED
BB EEEEMEETEERAF(NE

HEDER -

(i) PTETAIBHHE

PTHET RO A HEREHE A FERER &
Btz iz EmRE B 2 A T EEBTENE
EFER °

17.

AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

GROUP (continued)
17.2 Listed and unlisted debt securities

Fair values of the listed and unlisted debt securities have
been determined by valuation technique as described
below:

The Group held hybrid instruments comprising convertible
bonds, perpetual bonds and guaranteed notes, which
are separated into two components: the debt element
and the options element. The Group has classified the
debt element as available-for-sale financial assets and the
options element as derivative financial instruments.

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

(i) Valuation of debt element

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, 2010, the fair value of
the debt element is approximately HK$469,204,000
(2009: approximately HK$305,998,000) 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 instruments of similar
terms. The effective interest rates of the debt
element at 31st December, 2010 ranging from 0.76%
to 11.78% (2009: ranging from 5.56% to 16.73%).
The fair values of the debt element have been
determined by a firm of independent professional
valuers, Greater China Appraisal Limited (“GCA”).

(i)  Valuation of derivative element

The derivative element is recognised at fair value at
initial recognition and subsequent measurement with
fair value change at each reporting date recognised
in profit or loss.
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17, Wk MR S R () 17. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

17.2 i Ik B w5585 (A7)

17.2 Listed and unlisted debt securities (continued)

(i)

PTHET A kA4 (& 7)

HETKEES RERRBMITETAS
RiEITZ B - B{EH T VasicekiBA o
ZARA 2 B R A AZEBRE TN T0.332
2.36( =TT NF : NTF0.40%E2.70) ' &
B FEN F4.50%E5.18%(—ZFZ
NEF : NTF456%ZE5.34%) © KANEF
ENFL401%ELAI8% (BT HE - )
F4.41%ZE4.49%) °

HETERZERAURBESFNITET
BTz bE - REAT BN
P AR A o %%ﬁiﬂZiﬂ@)\tjﬁ%ﬁmﬂ
2.2 TLE1460B T (ZETNF -

TF2.958 L E15.9687T) fE/Hﬂ/)}ZE)JIE
NF27.07%EE3.84% ( —EZTNE : N
F23.92%%86.29%) ' ER L EN T
0.45%Z1.18%(ZZZNF : NF0.73%
£2.38%) ' HIHARSE N T1.455F £3.43
F(ZEZNF : NT2.32FF4.43F) -
LIEERE B = E N F2.40% £5.19%
(ZZTNF : N F1.70%E3.95%) °

HETFERZENITETAEIBHETZ
51 - A THuUll-Whitef ! o ZERY
ZERHAAYERIER.03  BLHEE
NTF019%ZE9.48% + KA HAF| K B4
0.01 ¢

P74 T AN 2 A TS B (A
R FERE -

(i)

Valuation of derivative element (continued)

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 0.33 to 2.36 (2009:
ranging from 0.40 to 2.70), long-term mean interest
rate ranging from 4.50% to 5.18% (2009: ranging
from 4.56% to 5.34%), and current interest rate
ranging from 4.01% to 4.18% (2009: ranging from
4.41% to 4.49%).

Binomial Lattice Model is used for valuation of
derivative element of certain guaranteed note and
convertible bonds. Significant inputs into the model
were stock price ranging from HK$2.92 to HK$14.60
(2009: ranging from HK$2.95 to HK$15.96),
expected volatility ranging from 27.07% to 53.84%
(2009: ranging from 23.92% to 86.29%), risk free
rate ranging from 0.45% to 1.18% (2009: ranging
from 0.73% to 2.38%), time to maturity ranging from
1.45 years to 3.43 years (2009: ranging from 2.32
years to 4.43 years), and expected dividend yield
ranging from 2.40% to 5.19% (2009: ranging from
1.70% to 3.95%)).

Hull-White Term Structure Model is used for
valuation of derivative element of certain guaranteed
notes. Significant inputs into the model were mean
reverting rate of 0.03, default intensity ranging from
0.19% to 9.48% and short rate volatility of 0.01.

The fair values of the derivative element have been
determined by a firm of independent professional
valuers, GCA.
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18. HHEFINPE 18. HELD-TO-MATURITY INVESTMENTS
2010 2009
—EB-BF —TTNF
HK$’000 HK$’000
FET FET
Unlisted debt securities, at amortised cost
FEMEBFS - REIEAR - 16,990
Listed debt securities, at amortised cost
ETEBES - REHEKA - 34,526
- 51,516

RZZZNF+-_A=+—8 BEEFHANUET
RBUMGEEREHHNERR T ——FE-F
—REAZ Bk - EEES ARG BIORERTE
ZIEEFEN TFA-EB+ ©

EZFBERHREZ A HERT:

As at 31st December, 2009, the debt securities represent notes
denominated in USD 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:

2010 2009
—E-2F —ETRF
HK$’000 HK$'000
FETT FET
Debt securities, at fair value
BEfES  HATE - 65,572

RFEFEBSENFRER I REMETE °

HE-_ZT-—ZF+-_A=+—BLEFER HE—
Iﬁ?ﬁﬁﬁﬁélﬁi$§llﬁﬁﬁ§£iﬁ14156 000 T (ZEZF
NFEIZEHEBERIBERES  HHEEFL
A4,507,0008 L (ZFENF ) - ZTEHER
EWHBHREREG 7R ERRER - ERNEE
BE  EEECBAEREHEKAYRZREELY
38,372,0005%7%2%—*;% B EEBESR(REFHHEE

- NFEX) 548,332,000/ 70 ) (A =2 AR R
E*ﬁ“*ﬁ%‘mﬁﬁ 18R -

Fair values are determined by reference to published price
quotation.

During the year ended 31st December,2010, held-to-
maturity debt securities at amortised cost of approximately
HK$14,156,000 (2009: Nil) were disposed of at a profit of
approximately HK$4,507,000 (2009: Nil). The disposal was to
modify the maturity and risk profile of the investment portfolio.
Based on this change, the management have reclassified all
the held-to-maturity debt securities, with carrying amount at
amortised cost of approximately HK$38,372,000, from the
held-to-maturity category to the available-for-sale category,
with fair value of approximately HK$48,332,000 on date of
reclassification.
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19. B35 B U fb e ek B FE A sk 19. TRADE AND OTHER RECEIVABLES AND
PREPAYMENT
M GROUP
2010 2009
—EB-EF —ZETNF
HK$°000 HK$'000
FETT FET
Prepayment
SEANE/OE 461 636
Trade receivables
H 5 EHGK - 7,985
Other receivables
EAth FEHR - 13
461 8,634
2010 2009
—E-=F —ETTNF
HK$’000 HK$’000
FET FET

Gross carrying amounts of trade receivables

B 5 RIGREREA - 25,993
Amount written off during the year
REE Z WM SR - (18,008)
Trade receivables
B Z REBR - 7,985
AREFBWEREEEEEERE  BEAHFEERTE There is no specific credit terms granted and the Group allows
ERETSGNEER - BHEMIZEBRDITWT - a credit period up to the settlement dates of their respective
transactions. The ageing analysis of the trade receivables was as
follows:
2010 2009
—E-%F —EThF
HK$’000 HK$'000
FET FET

Within one year
—FNR - 7,985




92 T TAREAFR AT SHK Hong Kong Industries Limited

o 5 i 0 Wi ik
NOTES TO THE FINANCIAL STATEMENTS

HE-_Z-ZH+-A=1+—HILFE e For the year ended 31st December, 2010

19. B 5 Ko I ME Ok B T K B (4) 19. TRADE AND OTHER RECEIVABLES AND
PREPAYMENT (continued)
S (4F) GROUP (continued)
NEBEEIEARIS EREE BRECE ZERNAZEE The ageing analysis of the Group’s trade receivables that are
MR - neither individually nor collectively considered to be impaired are
as follows:
2010 2009
—E-ZF ZEENF
HK$°000 HK$'000
FET FHETT

Neither past due nor impaired

Rl RE - 7,985
BoEWHR AKRGESHE @ xE2P I EaHE Trade receivables that were neither past due nor impaired
A0 8% © related to customer for whom there was no recent history of
default.

20. ml&/(ﬂ)—‘fﬂjﬁ]%mgé\\ﬁl/—‘mﬁ&&ﬁ]% 20. AMOUNTS DUE FROM/(TO) A FELLOW
3] SUBSIDIARY/A HOLDING COMPANY
Bl —HRRZNEARZIBEAEER FEREAR The amount due from a fellow subsidiary was unsecured,
ZRIFEE - interest bearing and repayable on demand.
R—HERZEWEB AR R —BERARREAER The amounts due to a fellow subsidiary and a holding company

R RENEKEES - were unsecured, interest free and repayable on demand.




Annual Report 2010 4§ 93

o 5 i 0 Wi ik
NOTES TO THE FINANCIAL STATEMENTS

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

21, A VA BN B A 18 25 05 h P > W i 21. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS
x| GROUP
2010 2009
—s-®8F  —TTNF
HK$7000 HK$'000
FETT FET

Equity securities held for trading

REEEEZIRARES
— Listed in Hong Kong
—&BLm 725,361 451,493
— Listed outside Hong Kong
— BB T 80,602 52,083

Market value of listed securities

FHESFTAE 805,963 503,576
Conversion options embedded in convertible bonds (Note 17.2)

RAFIRE S 2 AT EE (FIFE17.2) 5,630 9,178
Unlisted warrants (Note 21.1)

JE ETRMRIEE (MiEE21.1) 2,154 12,540
Unlisted equity securities, at fair value

IEEIIRAF S - HATFE - 9,056

813,747 534,350
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21, R HINR B e 4 2 MR b B S 75 6 A (A

#1M(4)

A TSI R AR SRR IR DS A b T 51 i
WEHE -

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:

2010 2009
—2-2E ZEENF
HK$’000 HK$'000
FETT FET
HK$
BT 729,817 457,236
Malaysian ringgit (‘MYR”)
BREDmER ( [FE]) 29,283 30,000
usbD
ET 24,272 16,243
New Taiwan dollar (“‘NTD”)
=l 17,417 12,039
Japanese yen (“JP¥”)
HIEl 5,970 15,158
Australian dollar (“AUD”)
RIT 5,814 239
RMB
AR 1,174 3,435
813,747 534,350

M BEESBAREEE -

ZETRZ AFEBKRMES2.7F M 258 -

ETERAES - AR ES 2 AR R e 3F
ETRBAERRAR S RERREERR 2R

e o
N

The above financial assets are classified as held for trading.

Fair values for these instruments have been measured as
described in Note 32.7.

Listed equity securities, conversion options embedded in
convertible bonds and unlisted warrants are subject to financial
risk exposure in term of price and currency risks.
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21, R HINR B e 4 2 MR b B S 75 6 A (A

S (A7)
21.1 JE LR RIEE

RZZE-—ZTFE+A=+—0  BREZ2E

21. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (continued)

GROUP (continued)

21.1 Unlisted warrants

As at 31st December, 2010, the major terms of the

ZEFNT ¢ warrants are as follows:

Notional amount Number of options Maturity Underlying stock

AR BRERE A HERE

JP¥’000

FHE

190,065 60,000 2nd July, 2012 Asia Alliance Holdings Co.,
Limited (formerly known as J.
Bridge Corp.) (“Asia Alliance”)

—E-—FtHAZH Asia Alliance Holdings Co.,

Limited (1% J. Bridge Corp.)
(“Asia Alliance”)

JELETREEE L AFECHB L EEME Fair values for the unlisted warrants have been determined

MEZEFEFERA—EAPECERAIELRE
o MAZER Y TEEEBEREISH
ZEZTNF - 18HE) - BHE4HE(Z
TTNF  45HE) » BIEBE1F(ZEE

NEF 1 256%F) ~ KIEBLTI% (—ZETNF ¢
96.29% ) ~ AR FE016% (Z T F :

017% ) N #ER 757.54% ( ZEZT 1L F :
57.54%) °

22. Bl RBIE5EY

by a firm of independent professional valuers, GCA, by
using the Binomial Option Pricing Model. The significant
inputs into the model were share price of JP¥13 (2009:
JP¥18), strike price of JP¥45 (2009: JP¥45), time to
maturity of 1.5 years (2009: 2.5 years), volatility of 84.79%
(2009: 96.29%), risk free rate of 0.15% (2009: 0.17%) and
dilutive factor of 57.54% (2009: 57.54%).

22. CASH AND CASH EQUIVALENTS

Group Company
58 AE]
2010 2009 2010 2009
—E-TF —ZETNhF —T-TF —EThF
HK$°000 HK$000 HK$’000 HK$’000
FET FET FETT FET
Cash on hand and at banks and
other financial institutions
FERIR & MIRIT R E A & BB TF R 6,192 43,192 460 285
Short-term time deposits
52 HATE BRTF R 17,438 207,873 5,813 207,873
23,630 251,065 6,273 208,158
Less: Pledged bank deposits
o RITHEIRFR (1,497) (3,955) = -
Cash and cash equivalents
ReEKREEFEY 22,133 247,110 6,273 208,158
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22. B4 RB4AS Y (4) 22. CASH AND CASH EQUIVALENTS (continued)
SRITEFTRETRIETERN R E 8 F| REBEE Cash at banks earns interest at floating rates based on daily
FE - SHITHGEH 2R —BAEZ—EAT% - bank deposits rates. Short-term time deposits are made for
BIEAREBZERRESEEME @ WIRgAZE varying periods of between one day to one month depending
BEHERFRNE00I%E0B0% (T NF : on the immediate cash requirements of the Group, and earn
0.01%ZE1.00% ) BEEUF B o A% E BAF N EHRN interest at the respective short-term time deposits rates of 0.01%
HYhEBEHEE "EBESRA AT T to 0.60% (2009: 0.01% to 1.00%) per annum. The Directors of
ROAFEHEERAETESKER] - the Group considered that the fair value of the short-term bank

deposits is not materially different from their carrying amount
because of the short-maturity period on their inception.
REBRLARNTZRESEBEESEEBBIELNES Included in cash and cash equivalents of the Group and
BB IS DR AE6,721,0008 T ( —EE N F - the Company is HK$6,721,000 (2009: HK$2,651,000) and
2,651,000 7T ) }% 3,339,000/ 7T (ZEZE N F - HK$3,339,000 (2009: HK$1,000) of bank balances denominated
1,00087L) R-ZE—TF+-_A=+—H K& in USD respectively. The Group and the Company did not have
B N AN B e KN RS o significant exposure to foreign currency risk at 31st December,
2010.
RZE—ZEF+-_A=+—8 - R171F 51,497,000 As at 31st December, 2010, the bank deposits of
BT (ZTZT AL 3,955,000/ 7T ) + E 1,053,000 HK$1,497,000 (2009: HK$3,955,000), of which HK$1,053,000
BIL(ZZZTNF : 3,569,000870) AFEE AHEA - (2009: HK$3,569,000) was denominated in USD, were pledged
PHEATF—HSREE  (EARNEEEREERE to a financial institution to secure borrowing facilities granted to
(BIAMW 24 EZIA) 2 A - the Group, which were included as “Borrowings” in Note 24.
23, oAl HE Sk B ME T 23. OTHER PAYABLES AND ACCRUED EXPENSES
Group Company
£ AT
2010 2009 2010 2009
—E-FF —ETNEF —E-ZF —ETNhEF
HK$’000 HK$’000 HK$°000 HK$000
FET FET FET FET
Other payables and accrued expenses
Ht SR R ERE A 1,611 12,051 1,571 4,111

2 EREARE - FAREERARE 2 b EY
BREAHERZEmMERQAFERS -

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.
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24. 1K 24. BORROWINGS
2010 2009
—2-2E ZEENF
HK$°000 HK$'000
FAET FET

Bank loans repayable within one year
—FNEEZRITER 23,410 27,216
R-ZE—ZFEFE+_-_HF=+—H8  ZBETERXUE As at 31st December, 2010, the bank loan was denominated
EAELEWNEENEA7T%(ZZTEZENFE : NF in GBP and bore interest at rate of 1.57% (2009: ranging from
171%FE1.74%) « ZETEREHETEREY 1.71% to 1.74%) per annum. The bank loan was secured by
39,062,000/ 7T ( ZZEZ ALE : 492,915,000 7T ) certain equity securities with carrying value of approximately
ZRAFES - BREEX107,083,0008 L (ZEZ A, HK$39,062,000 (2009: approximately HK$2,915,000), debt
F : #9136,177,000/8 1) 2 B FEAE R TRARITE securities and embedded derivatives with carrying value
T E & #91,497,0008 0 (ZZ T NF : 43,955,000 of approximately HK$107,083,000 (2009: approximately
BIT) 2 SRITIE IR IR o HK$136,177,000) and bank deposits of approximately
HK$1,497,000 (2009: approximately HK$3,955,000).

25. A PRI RARZEEE 2 M %A 25. FINANCIAL LIABILITIES AT FAIR VALUE

THROUGH PROFIT OR LOSS

g Y| GROUP
2010 2009
—E-FF —TThF
HK$’000 HK$'000
FAET FET
Derivative financial instruments
PTEEmMIA
Call options embedded in bonds and notes (Note 17.2)
MABEHLRER RFELSRE (F17.2) 68,712 59,216

A TSR R AR RIS 2 BHS B (U T i
BEHE

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

2010 2009
—E-ZF —ETNF
HK$’000 HK$000
FHT TFBTT
USD
ETT 47,574 37,169
GBP
g 21,138 22,047
68,712 59,216




98

% & B MRAF SHK Hong Kong Industries Limited

iR £ B
NOTES TO THE FINANCIAL STATEMENTS

HE—Z—ZF+_F=+—HILFE e Forthe year ended 31st December, 2010

26. AR 26. SHARE CAPITAL
2010 2009
—E-%F —EBNF
Number of Number of
shares HK$°000 shares HK$’000
RHEE FET ighr 4= FET
Authorised:
SETE
Ordinary shares of HK$0.1 each
BREEABIT LBk
At 1st January
®n—A—H 7,000,000,000 700,000 3,000,000,000 300,000
Increase
0 - - 4,000,000,000 400,000
At 31st December
R+ZA=+—H 7,000,000,000 700,000 7,000,000,000 700,000
Issued and fully paid:
BEITRAR
Ordinary shares of HK$0.1 each
BREE0ABTTZ Bl
At 1st January
m—A—H 3,738,789,813 373,879 1,869,172,517 186,917
Exercise of warrants
FT{ERAAERE 354,714,978 35,471 444,779 45
Rights issue
A% - - 1,869,172,517 186,917
At 31st December
R+=ZA=+—H 4,093,504,791 409,350 3,738,789,813 373,879

AEEBER-_ZETNFZA_+HBEEEE KR
DT — IR IR AR 2 H % - R RBETRERR
3010 7T » #171,869,172,517 WAL BE 15 » A
££:49181,900,0008 7T (MR FA &) - K HAH
HARAR (7 2 B A B IR S R E R G AR AR (h JE B
—RIIEE - ZBEER _ETAF=A_1X
Az —EFRIREAE R EARTRE (AR ])F
Ao NER - MBBERARTEEREARE
700,000,000 7t + &l % £ 7,000,000,000 % & % E
B0.1B T2 °

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.
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26.

27.

—ZFE+-A=+—HAILFE e For the year ended 31st December, 2010

JBAR (%)

ERARRR-ZZEZNFZ A -+ BERTHERIR
RAG L BRELASTHRBES(Z2—F
RARHEE]) ﬂ@:%%ﬂimﬂ_Jr:a?t:%
——FNAZ+ZH(BEERMX)TE - XA
RERAREER_TTNF=A= +EEZT A& A&
MEFE—MH T ——FRREF - Bt - RIS
FRREFNERC RIS RBESRRO1EIT(A
F LA TR ) (A% R 2 17373,834,503(0 — T —— &R
AXHERT o

FW - 354,714,978( ZZZNF : 444,779) DR
FEFE D IRER0NE T 2 RIBEERA354,714, 978
ZETENF 444779 RE B - Bt - RZF
—TF+ZA=+—HBHEB18674746( =TT 1
1 378,389,724) (0 R BEE AR IETT(E © %zﬁ@i
AT TIE 2 SRR B S B BB 17 18,674, 746(
JUEF : 373,389,724 ) IREEINE D - REEES ,\,i@
1,867,000/ 7C(—ZFF H4F : #37,339,000/7T) °

fati il

gL

$%.ZF§¢% KERENAFERATFE &
BRI SRR ECEEEITE A EEEHE
E I

JB& By ik A% % A Mg Il £

BHOREERERBERHEZERBD
1& DI 5 48BIE K SEAHIEIRE -

PIREERT

Jeg S YN i

REPEARKNE - FERIMNFE]) Z2B@E
BIRSER - AEEBE ARMES —FHTEER L
BDENEHEREXZRIER 2 FEES

B AN A

KREBHRFERAIREENHTEEZ X TFEED -

26.

27.

SHARE CAPITAL (continued)

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, 354,714,978 (2009: 444,779) warrants were
converted into 354,714,978 (2009: 444,779) ordinary shares
at a subscription price of HK$0.1 per share. Accordingly,
18,674,746 (2009: 373,389,724) warrants were outstanding
at 31st December, 2010. Exercise in full of the outstanding
warrants would result in the issue of 18,674,746 (2009:
3783,389,724) additional shares with an aggregate subscription
value of approximately HK$1,867,000 (2009: approximately
HK$37,339,000).

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 36 to 37 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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27. it (A7) 27. RESERVES (continued)
A COMPANY
(Accumulated
Capital losses)/
Share redemption retained
premium reserve earnings Total
(RMEFE)
R RE ERREE G REEF B
HK$'000 HK$'000 HK$’000 HK$’000
FET FrET FET FET
At 1st January, 2009
—ETNF-A—HBEHE 492,746 20,032 (58,577) 454,201
Profit and total comprehensive income for the year
RNEEEF R 2 e 4858 - - 323,879 323,879
Share issuance expenses
BIRH 2B (4,970) - - (4,970)
At 31st December, 2009 and
1st January, 2010
—ETNF+_A=t—H8K
—E-EFE-A-AKE 487,776 20,032 265,302 773,110
Profit and total comprehensive income for the year
ANE 6 A e 2 T W e 48 FE - - 69,594 69,594
At 31st December, 2010
—E-EFE+-RA=+—RH&E 487,776 20,032 334,896 842,704
R-ZZE—ZFEF+-_A=+—H  XABAHEDIKT The Company’s reserve available for distribution to owners of
RARIHA N2 /R334,896,0008 T(ZEE N the Company as at 31st December, 2010 is represented by
F 1 265,302,000/8 7T ) ZIREBEF o retained earnings of HK$334,896,000 (2009: HK$265,302,000).
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29.

30.

—ZBE+-A=+—HILFE o Forthe year ended 31st December, 2010

2y T AT N AN 5 I8 S

IRARFETRIEA D AEE AR A AL
1,257,944,000/8 7T (ZZZ J14F : 491,140,558,000
BTRR-E-FF+-A=T—AZERTLA
P%4,093,504,791 B ( —FZ )14 © 3,738,789,813%)
5

WMBHER TR

N-ZE—ZTF+_F=+—H  ARBALEEE
ﬁﬁ%%'u%—ﬁiémgﬂﬂ%E#%ﬁTﬁ
##655,500,000% 7T ( ZFZ fL4F : 255,100,000/
TIZERRE - RZE—ZF+=-A=1+—HB B
&) Fi B & 23,400,000/ 7T ( ZFF N4F : 27,200,000
/%7'5)

BABBALZRS

BB EE LB FREN  AEERBE
—EE+- A=t ARG EAEGHEA
225 (R BHRE TR EREERS)
T

28.

29.

30.

NET ASSET VALUE PER SHARE ATTRIBUTABLE
TO THE OWNERS OF THE COMPANY

The calculation of net asset value per share is based
on the net assets attributable to the owners of the
Company of approximately HK$1,257,944,000 (2009:
approximately HK$1,140,558,000) and 4,093,504,791
(2009: 3,738,789,813) ordinary shares in issue
as at 31st December, 2010.

FINANCIAL GUARANTEE CONTRACTS

As at 31st December, 2010, 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$555.5 million (2009: HK$255.1 million).
Facilities amounting to HK$23.4 million (2009: HK$27.2 million)
were utilised as at 31st December, 2010.

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, 2010, some of which also
constitute connected transactions under the Listing Rules, were:

(a) (@)
2010 2009
—E-FF ZEENF
HK$°000 HK$'000
FET FET
Yu Ming Investment Management Limited (“YMIM”)
BEFREERERAR ( [HBIFIREEE] )
Management fee
ERER 17,722 14,124
Performance fee
RAER 12,291 =
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30.
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—ZFE+-A=+—HAILFE e For the year ended 31st December, 2010

BTN -2 3 5 ()

(%)

RIZZTHERA-+ B ARFHEBHIE
BERIV MR ETEHH([REEER
#) O OR-TETZLFENAZBEREIE - B
BRETENS RRRETEREMDES
CERALEZARER B A()ZEE
tE+A—B (i) BREREE R B ERR
HAEZBUREERE)ZE-TETNF+=A
=t+—H BRRECEANZAESATRE
RABRBAZEEEEFEI S FEEE
(W2EBFTRNEEARE —BZURBAR

BB AZREBEEFEZ FHBHELNE
THREIM)  RASREE+-_A=1+—
AISFARBERAREEAZEERGAE
EFEBEATEEZ20% 2 BHER : ()&
%l%%%&éﬁﬁ¥ﬁ@m§%z SEE R
FEFHEANRBARREA A 2 EEBZEG
éé%&ﬁ@ﬁ\ﬁ%ﬁmaiﬁﬁméé
) (i) AEERRETERHEMA S
AIRBARAEAEAZEAEEFE(IRE
BHMAESNBOER)

m ZENFTA=+TH  ARRERFKRE

BAT — IR EE B E ([ FIREE B

) WRZZEZENF+ A+ —BERFR
E REFREEE G  RRRETERE
BHEFERTAKREZAEFERE - AU
H_Z—ZEF-—A—-BE_ZT——F+_A8
=t—H- - BHRETENZAEENAFE
ARBBEBAZGAEEFE1 5% FERE
(N2EZEBERNEEARKR -—AZUBEBEAR
AREAZCBRZEAEEFE L TR
EEREBFHREXN) : RASREE+ =
HE+*E¢%¢ﬂﬁ§$Qﬂ%ﬁAZﬁﬁ
RiEAEEFEBHARRARRHIKET
BERHNEBER 2 XEMBFEFRE E!TE%%$
ARHE AL RECIRAEEFERBR220%.2
BHRER -

(@

30. RELATED PARTY TRANSACTIONS (continued)

(continued)

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 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 the earlier of (i) 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 was
entitled to a management fee equal to 1.5% per annum of
the consolidated net asset value of the Group attributable
to the owners of the Company, calculated and payable in
arrears on a quarterly basis by reference to the arithmetical
average of the consolidated net asset value of the Group
attributable to the owners of the Company on the last
day of each calendar month during each quarter; and a
performance fee equal to 20% of the amount by which
the audited consolidated net asset value of the Group
attributable to the owners of the Company of each year
ending 31st December, exceeds (i) if a performance fee
has been paid during the management period, the audited
consolidated net asset value of the Group attributable to
the owners of the Company as at the end of the latest
financial year in which YMIM was entitled to a performance
fee; or (i) if no performance fee has been paid during the
management period, the consolidated net asset value of
the Group attributable to the owners of the Company on
effective date of the Investment Management Agreement.

On 30th October, 2009, a new investment management
agreement (the “New Investment Management
Agreement”) was entered into by the Company and
YMIM, which was approved by the Shareholders on
11th December, 2009. Under the New Investment
Management Agreement, YMIM agreed to assist the
Board with the day-to-day management of the Group
from 1st January, 2010 to 31st December, 2012. YMIM
is entitled to a management fee equal to 1.5% per
annum of the consolidated net asset value of the Group
attributable to the owners of the Company, calculated and
payable in arrears on a quarterly basis by reference to the
arithmetical average of the published consolidated net
asset value of the Group attributable to the owners of the
Company on the last day of each calendar month during
each quarter; and a performance fee equal to 20% of the
amount by which the audited consolidated net asset value
of the Group attributable to the owners of the Company
of each year ending 31st December, exceeds the audited
consolidated net asset value of the Group attributable to
the owners of the Company as at the end of the latest
financial year in which YMIM was entitled to a performance
fee.
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BARRRZ TERRMEEE 2 BEZEN
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oh s AEBEBMARBREEEZHAEST
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FR - AEBTENSHBEETES NEME
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FR - AEEEAR—BARMBITZRE
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30. RELATED PARTY TRANSACTIONS (continued)

(@)

(continued)

As at 31st December, 2010, () YMIM was an indirect
wholly-owned subsidiary of AGL which was a substantial
shareholder of the Company holding 72.13% (2009:
65.89%) interests in the share of the Company; (i) Mr.
Arthur George Dew was common director of the Company
and AGL; and (i) Mr. Warren Lee Wa Lun was common
director of the Company and YMIM.

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$745,000 (2009:
HK$766,000).

During the year, the Group has been charged advisory fee
amounting to nil (2009: HK$300,000) by YMIM.

During the year, the Group acquired notes, issued by a
company which is significantly influenced by an individual
who is a close family member of the key management
personnel of a holding company of the Company,
at cost of approximately HK$169,054,000. The net
carrying value of the notes as at 31st December, 2010
was approximately HK$169,309,000. Interest income
and revaluation gain on its embedded option totalling
HK$9,700,000 were recognised during the year.

During the year, commission expenses of HK$128,000
(2009: HK$454,000) were charged by Sun Hung Kai
Investments Services Limited, a subsidiary of AGL, for
securities transactions entered into.
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31.

FRBEE
REER-_T—TF+_A=T—ARSERED

FREEM =B T ARE ZFIBIT

31. TOP TEN INVESTMENTS

Particulars of top ten investments of the Group as at 31st
December, 2010, in terms of carrying value of the respective

investments, are set out as follows:

Carrying Market value/ Dividend
Number of Effective  book cost up to fair value as at received/
sharesheldby  shareholding  31st December,  31st December, receivable  Classification
Name of investment the Group interest 2010 2010  during the year  of financial assets
H2-%-%f% R=Z-%%
REE t=p=t-B +=A=t-H EREl/
RELR Fiis 2 R 8B BERRE ZRERA  ZHE/AYE EHRE HBEEER
HK$'000 HK$'000 HK$'000
FiET TEr T
{)  Mulpha 2012 Zero Coupon Notes Not applicable  Not applicable 161,054 169,309 - AFS (Note 1)/0EB (Note 3)
Mulpha 2012 ZE8.E TER TER AFS (##—) /OEB
(Hi#=)
(i) Agricultural Bank of China Limited - H Shares 10,700,000 less than 0.01% 39,876 41,623 - FVIPL (Note 2)
REEERITRHERAR - Hk H10.01% FVTPL (#7#=)
(ii) Hutchison Whampoa Limited 480,000 0.01% 32,637 38,448 8  FVTPL (Note 2)
MEERERAR FVIPL (Hi=)
(iv) HSBC Holdings plc 476,803 less than 0.01% 39,571 37,977 1,177 FVTPL (Note 2)
EEERERAR H10.01% FVTPL (#7#=)
(v) PetroChina Company Limited - H Shares 3,400,000 less than 0.01% 33,438 34,340 1,513 FVTPL (Note 2)
HEABAARRAERAR -HR H10.01% FVIPL (Hi=)
(vi) Industrial and Commercial Bank of China 5,601,200 less than 0.01% 31,355 32,319 1,580  FVTPL (Note 2)
Limited - H Shares
FEIHRTRAERAT - Hk H10.01% FVTPL (#7#=)
(vi) Sino Land Company Limited 2,066,000 0.04% 33,420 30,040 269  FVTPL (Note 2)
BREXERAA FVIPL (Hiz2=)
(vil) China Properties 2014 Notes Not applicable  Not applicable 22,296 29,607 - AFS(Note 1)/OEB (Note 3)
China Properties 2014 Z1& TR TER AFS (#i7#—) /OEB
H#=)
() DutaLand Berhad 22,412,800 3.78% 60,203 29,284 - FVIPL (Note 2)
FVIPL (ff2=)
(x) Barclays Bank Perpetual Bond Not applicable  Not applicable 27,111 28,985 - AFS (Note 1)/0EB (Note 3)
Barclays Bank X &f&% A TER AFS (#z#—) /OEB
(Hiit=)
HfaF—: AFS-AlftHE Note 1:  AFS — Available-for-sale.
Kiaz= : FVIPL - 2 AF(ESE R EBSIREE Note 2:  FVTPL — Fair value through profit or loss.
KiiF=: OEB - R A\EFREEZHESHAKATE Note 3:  OEB - The options embedded in bonds and notes are

SRR AR ESREIE 2 B EER AE

classified as financial assets and liabilities at fair value through
profit or loss.
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31.

+RBEE () 31. TOP TEN INVESTMENTS (continued)
Camrying Market value/ Dividend
Number of Effective  book cost up to fair value as at received/
shares held by shareholding ~ 31st December, 31st December, receivable - Classffication
Name of investment the Group interest 2009 2009 during the year - of financial assets
BECZTNE  ROTTNE
AEE TZA=t-B +ZA=1-H FREk/
RELH igs XA it ERRE  JRENE W/ 2ATE YRS HBEERS
HK$'000 HK$'000 HK$'000
FET TET FET
Hong Kong Exchanges and Clearing Limited 551,200 0.05% 70,087 76,837 2,165 FVTPL (Note 2)
BERHREEMBRAR FVIRL (#17=)
PetroChina Company Limited - H Shares 7,121,000 less than 0.01% 70,033 66,297 2,162 FVTPL (Note 2)
PEARRARRAERAA -H & H10.01% FVIPL (Fi=)
New World Development 2014 Convertible Bond Not applicable Not applicable 27,769 50,201 - AFS (Note 1)/OEB (Note 3)
It RRE04TRRES TER TER AFS (f7it—) /OB (M=)
Ping An Insurance (Group) Company of Ching, Ltd. 709,000 less than 0.01% 39,475 48,177 117 FVTPL (Note 2)
- H Shares
FETRRB(ZE)RAERAR -HR H10.01% FVIPL (Fi##=)
Industrial and Commercial Bank of China Limited 6,955,000 less than 0.01% 39,975 44721 1,248 FVTPL (Note 2)
- H Shares
FEIARTRAERAA - Hk $10.01% FVIPL (#12=)
Dan Form Holdings Company Limited 58,163,600 4.66% 19,184 38,970 - AFS (Note 1)
HEERERAR AFS (H7it—)
Barclays Bank Perpetual Bond Not applicable Not applicable 27,111 34,416 - AFS (Note 1)/0EB (Note 3)
Barclays Bank k&% TER TER AFS (f7it—) /OEB (Hi#=)
HSBC Perpetual Bond Not applicable Not applicable 33,225 34,259 - AFS (Note 1)/OEB (Note 3)
ES KBRS TR TER AFS (H7it—) /OEB (Hi3#=)
China Shenhua Energy Company Limited - H 708,000 less than 0.01% 25,637 26,369 363 FVTPL (Note 2)
Shares
PERERRNERAE -H R $10.01% FVIPL (Fi#=)
Dutaland Berhad 22,412,800 3.78% 60,203 25,382 - FVIPL (Note 2)
FVIPL (fi3#=)
Kiat— : AFS - AJftHE Note 7:  AFS — Available-for-sale.
K= FVTPL - AT (E5BE R EERERTE Note 2: FVTPL — Fair value through profit or loss.
Hfiz=: OEB - i \EFREE 7 HAEDEALATE Note 3: OEB - The options embedded in bonds and notes are

SRR AR RIEIE 2 M EER AE

classified as financial assets and liabilities at fair value through

profit or loss.
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31.

—ZFE+=-A=+—RAILFE e For the year ended 31st December, 2010

KRB (A7)

@

(i)

(iii)

Mulpha International Bhd (‘“Mulpha”)

Mulphaﬁ/\%?ﬁ@ﬁ&ﬂﬁﬁii = &N i
BHERGHEEMS LT » Mulpha®—R&
é% f&AF] o Mulpha R EMEB AT EBHEY

RURNRE  BERRENEEHEERZE
B o
BE_Z-TF+_A=+—HLWHKF

& Mulphalft B ABIE RS EZEE BT A
112,900,000 5% - §RE KRB F £5355F
e M—ZT—F+=-H=+—H ' Mulphal®
B AL RS E %R E 2= /52,886,300,000
HHE -

v B SR AT B A A A A ([ op B RSE AT 1)

Bl R FIRITOP BRI - ERONEE
B2 P EAR T (B0 (5% - 01288) « HX B
EBRIRHBTIRG - HhBREARERIMNE
Tk B NRREE - AREMER -

HE-_Z-ZFAA=FTBHLALEA  +
HERXRTHEABEREEZES T
#70,146,000,000 A R ¥ - §REXREF A
02ARE - R-_ZT—ZFAA=+H " h
BERERITEEABOGRECERGEAERS
528,108,000,000 A R ¥ ©

At EE A B A W (TR )

MERESEMAS - ERDRE BB RTE
BT (R SE - 00013) » ME R EMBA
REEPESOREBRY - HEKEE - T
& RRREE  PBERIEEUKRER -

BE-_ZT—ZTFA=1+HIL/NER M=k
*ﬁ‘Aﬂ’g{Eﬂiiﬁ%%ﬁ?T\ & % % 4 6,450,000,000
BT BFRERBFAE151ETT - RZT—F
FRA=1H  MEHEEARGREEZES
W25 /272,987,000,000/8 7T

31.

TOP TEN

@

(i)

(iii)

INVESTMENTS (continued)

Mulpha International Bhd (“Mulpha”)

Mulpha was incorporated in Malaysia and its shares are
listed on the main market of Bursa Malaysia Securities
Berhad. It is an investment holding company. It and
its subsidiaries, is principally engaged in property
development and investments, hotels and service
apartments ownership and operations.

For the financial year ended 31st December, 2010, the
unaudited consolidated profit attributable to owners of
Mulpha was MYR112.9 million with basic earnings per
share of MYR5.35 sen. As at 31st December, 2010, its
unaudited consolidated equity attributable to owners of
Mulpha was MYR2,886.3 million.

Agricultural Bank of China Limited (“‘ABC”)

ABC was incorporated in the PRC and its shares are listed
on the main board of the Stock Exchange of Hong Kong
(stock code: 01288). It is engaged in provision of banking
services, which includes RMB and foreign currency
deposits, loans, payment and settlement services, and
other services.

For the nine months ended 30th September, 2010, the
unaudited consolidated profit attributable to owners of
ABC was RMB70,146.0 million with basic earnings per
share of RMBO0.25. As at 30th September, 2010, its
unaudited consolidated equity attributable to owners of
ABC was RMB528,108.0 million.

Hutchison Whampoa Limited. (‘“Hutchison’)

Hutchison was incorporated in Hong Kong and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 00013). The
operations of Hutchison and its subsidiaries consist
ports and related services, property and hotels, retail,
energy and infrastructure, finance and investments and
Telecommunications.

For the six months ended 30th June, 2010, the unaudited
consolidated profit attributable to owners of Hutchison
was HK$6,450.0 million with basic earnings per share
of HK$1.51. As at 30th June, 2010, its unaudited
consolidated equity attributable to owners of Hutchison
was HK$272,987.0 million.
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31.

KRB (A7)

(iv)

(v)

0 S B A R ] (3RS )

ELR R EMAYL - ERDRE BB
TR ET (MR - 00006) < EL R 2R
BRANRITRERREEEZ — - ELES
T HE KBS AR 2 mART MRS
BARF

HE—_Z-ZTHE+_-_A=+—B LM KF
EELEBRBEAREGEERREENA
13,159,000,000%% 7T * BREARBF]£0.73%
T-R-T—TFE+_A=+—8  EZ#H#E
ANFEAE B iz 47 & B %5 A 147,667,000,0003€
5o

o B R AR SR A A A s ([ e B )

P EA AR B MK - ERDPNEBHR
FTER_ET (DA% - 00857) » FREIAME
BRENEHERRATNSDE A% - £ER
HE  (NRAREHERNRE - UEREARA
MIETESR  TEABRtIERREMIETE
MEAEEREE  (i)RhERNHEERESHE
% R(iv)RAAR ~ BRod MK mh i Y8R K S R A
RAHE ©

HE—Z-ZTHE+_-_A=+—B LM KF
B REAMERSABRGLEEZEA ST
74139,992,000,000 A R ¥ + G R E KB H
BOTBARE - RZZT—ZF+=_F=+—
H #EEHEEABECEZZAESA
938,926,000,000 A R # o

31.

TOP TEN INVESTMENTS (continued)

(iv)

(v)

HSBC Holdings plc (“HSBC”)

HSBC was incorporated in England and the shares of
which are listed on the main board of the Stock Exchange
of Hong Kong (stock code: 00005). It 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.

For the financial year ended 31st December, 2010, the
audited consolidated profit attributable to owners of HSBC
was USD13,159.0 million with basic earnings per share
of USDO0.73. As at 31st December, 2010, its audited
consolidated equity attributable to owners of HSBC was
USD147,667.0 million.

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; (jii)
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.

For the financial year ended 31st December, 2010, the
audited consolidated profit attributable to owners of
PetroChina was RMB139,992.0 million with basic earnings
per share of RMBO0.76. As at 31st December, 2010, its
audited consolidated equity attributable to owners of
PetroChina was RMB938,926.0 million.
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31.

KRB (A7)

(vi) B R SR AT B A AT BRA W (T LR 8RAT 1)

T RITR R BIFEMAC S, - ER DR E B
FrEiR L (BB RS : 01398) » TRERITZ
DREBERFEARMEARITER &2
X% WERTER  HETHR - EF - 28t
HE R HME mART o

HE-_Z-ZFABR=+BItAEA T
HIMTHEARGRECERREARNA
127,216,000,000 AR ¥ - §IRE XA F A
03ARE -MR_BE—FTFEHNA=+A1H
ITRHRITHABABRERECERGAERA
753,832,000,000 A R # o

(vii) e AVESEAT A A (TR A )

EMEERNEBEMKT - ERGHREBEHR
FrER £ (BRDASR : 00083) - EMEBXEA
—REREERAR - EXBLEaEmER
& REBHFLUE  BEKERMEETER
H A ARTS -

HE—_T-ZEFE+_A=+—BIt<EA
EMEXEBMBABERECEREA A
5,343,100,000/ 7T « IR E AR A F| A107.39
B e RZZE—ZF+=ZA=+—8 " &
MEXBREARGBRACERRAESA
75,671,600,00058 7T

(viii) China Properties Group Limited (‘“‘China Properties”)

China PropertiesiA 7 2 fE &AL - B D
REBB AT ER LT (BB ARSE : 01838) °
China Properties & L Ki /&R 71 £ 2+ B E
MEBRRYEILEER -

BE-_Z—ZTF,A=1+HINEA  China
Properties# B A EBIH R EBIZE AR A
5,766,000,000 /& 7T + R EA BT &3.19
B e RZT—FFXA=1+H ' China
Properties#E B AEE R EBEZEER A
34,583,500,000/ 7T ©

31.

TOP TEN INVESTMENTS (continued)

(vi)

(vii)

(viii)

Industrial and Commercial Bank of China Limited
(“ICBC”)

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

For the nine months ended 30th September, 2010, the
unaudited consolidated profit attributable to owners of
ICBC was RMB127,216.0 million with basic earnings
per share of RMBO0.38. As at 30th September, 2010, its
unaudited consolidated equity attributable to owners of
ICBC was RMB753,832.0 million.

Sino Land Company Limited (“Sino Land”)

Sino Land was incorporated in Hong Kong and its shares
are listed on the main board of the Stock Exchange of
Hong Kong (stock code: 00083). It is an investment
holding company. The operations of Sino Land consist
property sales and rental, investments in securities and
financing, hotel operations and property management and
other services.

For the six months ended 31st December, 2010, the
unaudited consolidated profit attributable to owners of
Sino Land was HK$5,343.1 million with basic earnings per
share of HK107.39 cents. As at 31st December, 2010, its
unaudited consolidated equity attributable to owners of
Sino Land was HK$75,671.6 million.

China Properties Group Limited (‘“‘China Properties”)

China Properties was incorporated in Cayman Islands
and its shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 01838). China
Properties and its subsidiaries, is principally engaged in
property development and property investment in the
PRC.

For the six months ended 30th June, 2010, the unaudited
consolidated profit attributable to owners of China
Properties was HK$5,766.0 million with basic earnings per
share of HK$3.19. As at 30th June, 2010, its unaudited
consolidated equity attributable to owners of China
Properties was HK$34,583.5 million.
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31.

)
0

KRB ()
(ix) DutaLand Berhad (“DutaLand”)

DutalandiA 55 2R PG sk itz - EARMDRE R
ALEBFHEZSAEEMS LM © Dutaland R H
WBARETENEMESTERIEE  FiEHE
EPNES e

ECE-TE+_A=+—HItEA
DutalLand# B A E(h R B EEH A
5,000,000 5 ¥ + FAREAREF] £0.84 Al -
R-ZT—ZTF+-F=+—H - DutaLand% 5
NEAE R EZ A6 2 £858,200,0005 8 ©

(x) Barclays Bank PLC (“Barclays Bank”)

Barclays Bank A H & @M A 2 - % A
[Barclays PLCIEE 2 — » ERH N REIE
5T T e Barclays Bank&2 > 24 AR
BHER - RBZERT  FARF - ARIRE
BRITARM B EIRHER -

HE - ZT-—ZF+_F=+—HIt¥HF
€ ' Barclays Bank# A A B & EZLEE G
F % 4,172,000,000 & & - BRE LR T A
1.78%48 - RZTE—ZTF+_A=+—8 "
Barclays Banki#E B AE(h & BZIREER B
59,174,000,0002 8% °

Y5 L e 4 B B A -

AEEREAREEPNREZDTEREMTA
MASHBRR - BERBREET SRR (2REEE
Rk - FERERREMERRR)  EERR LR
BETER

MRREETIBEEAEEANGE  LEMEE
ERETAF  BRZMBRAREEBRETIRR
EAKERHERHZRDRN - MBS EHMEH
BRBRERE - EAEZREBRKTEA - EEEH
FBREAEEF AL -

31.

32.

TOP TEN INVESTMENTS (continued)

(ix) DutaLand Berhad (“Dutaland”)

DutalLand was incorporated in Malaysia and its shares
are listed on the main market of Bursa Malaysia Securities
Berhad. DutalLand and its subsidiaries, is principally
engaged in property management and investment, oil
palm plantation and manufacturing business.

For the six months ended 31st December, 2010, the
unaudited consolidated profit attributable to owners of
DutaLand was MYR5.0 million with basic earnings per
share of MYR0.84 sen. As at 31st December, 2010, its
unaudited consolidated equity attributable to owners of
DutalLand was MYR858.2 million.

(x) Barclays Bank PLC (“Barclays Bank”)

Barclays Bank was incorporated in England and is a
member of Barclays PLC which is listed on the London
Stock Exchange. Barclays Bank is a major global financial
services provider engaged in retail banking, credit
cards, corporate and investment banking and wealth
management business.

For the financial year ended 31st December, 2010, the
audited consolidated profit attributable to owners of
Barclays Bank was GBP4,172.0 million with basic earnings
per share of GBP1.78. As at 31st December, 2010, its
audited consolidated equity attributable to owners of
Barclays Bank was GBP59,174.0 million.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS

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

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

32.1 Wb A K RLAESUN

MEAHRKR A 25 ZBREE S KA THEE

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

32.1 Categories of financial assets and liabilities

The carrying amounts presented in the statements of

ENEaERER - financial position relate to the following categories of
financial assets and liabilities:
Group Company
£ AE]
2010 2009 2010 2009
—2-BF ZEENF —2-%F —EENF
HK$°000 HK$'000 HK$000 HK$'000
FAET FET FET FET
Financial assets
BBEE
Non-current assets
FERBEE
Available-for-sale financial assets
AHHERBEEE 521,573 381,256 - -
Held-to-maturity investments
RAEZIBRE - 51,516 - -
521,573 432,772 - -
Current assets
MEEE
Financial assets at fair value through profit or loss
BRATEIEREERREE . IBEE 813,747 534,350 - -
Loans and receivables:
ER R ENGRIA
- Trade and other receivables
—B 5 LEMEKH - 7,998 - 13
- Amounts due from subsidiaries
— R E ~ B F0A - - 1,264,601 949,139
— Amount due from a fellow subsidiary
— B — R R R B A RHE 30 256 9 9
Pledged bank deposits
RITIHIRTER 1,497 3,955 - -
Cash and cash equivalents
B RS EEY 22,133 247,110 6,273 208,158
837,407 793,669 1,270,883 1,157,319

1,358,980 1,226,441 1,270,883 1,157,319
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32, JUBSRBR AT B A PR (A

32.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (continued)

32.1 WssER RAaEENE) 32.1 Categories of financial assets and liabilities (continued)
Group Company
£ AE]
2010 2009 2010 2009
—E-Ff —ZENE —E-FF —TENE
HK$°000 HK$'000 HK$000 HK$'000
FAET FET FET TET
Financial liabilities
g3 =N
Current liabilities
mEEE
Financial liabilities measured at amortised cost:
I BB ARGTE
- Borrowings
— &% 23,410 27,216 - -
- Amount due to a fellow subsidiary
— R—ERZWB AR ZIE 17,438 4,627 17,438 4,627
- Other payables and accrued expenses
—Efth B EER 1,611 12,051 1,571 4,111
- Amount due to a holding company
— R —FERARRIE 293 293 293 293
- Amounts due to subsidiaries
— XM RRIHIE = - 1,388 3,085
Financial liabilities at fair value through profit or loss
RAFEIIERERRREE B aE 68,712 59,216 - -
111,464 103,403 20,690 12,116
32.2 A5 R BE 32.2 Foreign currency risk

SMERBEERITAZ AFERARKRERE
PRI 91N BB o SR B R B 2 Rl

REBBRE DX HAETHEST - EEEXR
RERREAEE Z2RE @ MFRETEN
g BHE - B A% X BIRA
R¥FHE -

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

Most of the Group’s transactions are carried out in HKS$.
Exposures to currency exchange rates mainly arise from
the Group’s investments, which are primarily denominated
in GBP, JP¥, MYR, NTD, USD, AUD and RMB.
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32, WABERBE AT R AP B (A)

32.2 Hhis R BE (A7)

DNEHEZ M EERABIRIERBE A
BT
GBP
B

32. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (continued)
32.2 Foreign currency risk (continued)

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

follows:
2010
—E-=F
HK$’000
FETT
JP¥ MYR NTD usb AUD RMB

HE B HA% EV BT AR

Financial assets

B EE - 5970 29,283 17,417 32,046 5,814 1,174
Financial liabilities
W% aE (44,548) - - - (47,574) = =
Short-term exposure
52 AR B (44,548) 5970 29,283 17,417  (15,528) 5,814 1,174
Financial assets
A E 50,123 = = - 408,057 - 10,870
Financial liabilities
W% aE - - - - - - -
Long-term exposure
KARR K2 50,123 - - - 408,057 = 10,870
2009
—ZETNF
HK$'000
FETT

GBP JPY MYR NTD usb AUD RMB

e HIE B ek =TT SR ARHE
Financial assets
WIsEE - 15,158 30,000 12,039 24,228 239 3,435
Financial liabilities
Mg atE (49,263) - - - (37,169 = =
Short-term exposure
52 HAE B (49,263) 15,158 30,000 12,039  (12,941) 239 3,435
Financial assets
WMISEE 56,463 = = - 260,183 = 14,123
Financial liabilities
Mg atE - - - - - - -
Long-term exposure
= HAE R 56,463 = = - 260,183 - 14,123
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32, Vo M B A B R A AR () 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.2 AW BB (4 32.2 Foreign currency risk (continued)
RIS Bl L EEIRE A - AN A B30 4 [ {a] The Company does not have any exposures to foreign
HNE RS o currency risk at the reporting date or in comparative
periods.
TRIHEAENREBAEBREEARR A The following table indicates the approximate change in
S el B Rk BEZIMEE the Group’s profit after tax (and retained earnings) and
REIER e E AEEREEN(RRER other components of consolidated equity in response
) Refre s R D 2 BLAZ S - to reasonably possible changes in the foreign exchange

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

2010 2009
—E-EF —ETNEF
Increase/ Effect on Increase/ Effect on

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

in foreign tax and other in foreign tax and other

exchange retained components exchange retained  components

rates earnings of equity rates eamnings of equity

JMESTE = HH® HiEs SN [ & YR

#gi BAREE Hihm 2 #n RFIRRE HAb o

(R2) Bz a7 ORd) BNz E -2

HK$’000 HK$’000 HK$000 HK$’000

FETT FAET FéEor FET
MYR

B 1% 293 - 2% 600 -
MYR

Bk (1%) (293) - (2%) (600) -
NTD

e 1% 174 - 2% 241 -
NTD

etk (1%) (174) - 2%) (241) -
GBP

s 3% 127 41 3% 36 180
GBP

s (3%) (127) (41) (3%) (36) (180)
AUD

JBIT 2% 116 - - - -
AUD

R (2%) (116) = - - -
JP¥

H 1% 60 - 2% 303 =
JP¥

H (1%) (60) = 2%) (303) -

NIBER - REFFEEINERE 2 BXE D The sensitivity analysis of the Group’s exposure to foreign

T (R 2R INEE [ R B B | 0 bk A B B 2 )38 currency risk at the reporting date has been determined based

HEITRBEFERNEZIEMET - REREHIEE on the assumed percentage changes in foreign exchange

IBEBHINESERBEEERDS NS AIEH rates taking place at the beginning of the financial year and

Bz EEr e B ETM o S ERERER held constant throughout the year. The assumed changes

B - TEENFE+-_A=1+—HILFEHK represent management’s assessment of reasonably possible

WERAFHBREDTETEREMRR - changes in foreign exchange rates over the period until the next

reporting date. These are the same method and assumption
used in preparing the sensitivity analysis included in the financial
statements of the year ended 31st December, 2009.
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32.

—ZFE+-A=+—HAILFE e For the year ended 31st December, 2010

SR R R A B B 2 Ptk (A

32.2 AR Bs (4

ﬁ/\ﬁ%?{@—ﬂlﬂ ELRARBZINEER 2
"""" SR EHARB 2 BRLEN - REBF
&*Eﬁﬁﬁfﬂﬁz DA BB REEH o

32.3 AR BB
MERBRFEEMTEZ AFESREREA

T35 M) 2R B 5 1 3R R B 2 Bk o

AEERARRBBEF RN ERAZEF

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

32.2

Foreign currency risk (continued)

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

Interest rate risk
Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate because

of changes in market interest rates.

The Group and the Company are exposed to changes in

MAZ TSR EGRFr] 8 5| =M ) & E5 R market interest rates through its deposits and borrowings
i o at floating interest rates, which are subject to variable
interest rates.
THRINEREARE AANEFRAE M Zﬂ The following table indicates the approximate change
1/\@—[@&'-%@)] NEBBRE SN RRE in the Group’s profit after tax (and retained earnings) in
)z B4 response to reasonably possible changes in the interest
rates, to which the Group has significant exposure at the
reporting date.
2010 2009
—T-2F —ETNhEF
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
HEi% %
FlZ= A R AR B FZ= & Al AR
& CR) BRzE i, CRd) Bz 2
HK$°000 HK$’000
FET FET
Deposits
TR 0.5% 118 1% 2,513
Deposits
(e (0.5%) (118) (1%) 2,513)
Borrowings
B3 0.5% (117) 1% ©@72)
Borrowings
B (0.5%) 117 (1%) 272
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32.3 FIE S (4)

RI|ER - AEBFAEEHNERR 2 BERED
BB EEB B D LR IRFENEEL
REFERNEFIEMETE - MR 2BREB )
RERRTMESBERREAREMAEHEAZ
EE - WHEEEHNEEHEEET —ER
STARIEHEZ AR AR BTG - EIE
AERARHEBE_TTNF T _A=1+—8
L5 B TS R P R SR 0 AT P AE A A AR
[A] o

32.4 IR B

RERRSREMT A ATERRRRE R
BETISREXEMERRD AR -

AEEEHIEFEREE S AR EMBEE
ZBRAREEE ZREZBEAR © BRRE RS
BZFHEESFI  MARERED /LT -

AEBZ ETREZTBE ETHARE - FER
e B B RESORM - fERT
EHAZ ETREDENERIERE 1E]
WEHERAEANAR KA - REBALR
AEBERERBETEN M LEDBIRE -

RERE Bk L EEIR A - AR R B I M ]
A fERE

TRFIHEREREE A ARBEEARRZ
MREDEAR AR - 3 RAEE
I (RARB B Rfer & MRS EEAR S 2 40
B8 -

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.3

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, 2009.

Equity price risk

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

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

The Group’s listed investments are primarily listed on the
stock exchanges of Hong Kong, Malaysia, Tokyo, Taiwan,
United States and Australia. Listed investments held in
the available-for-sale portfolio have been chosen based
on their long-term growth potential and are monitored
regularly for performance against expectations. The
portfolio is diversified in terms of industry distribution, in
accordance with the limits set by the Group.

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

The following table indicates the approximate change in
the Group’s profit after tax (and retained earnings) and
other components of the consolidated equity in response
to the reasonably possible changes in the relevant stock
market prices, to which the Group has significant exposure
at the reporting date.
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32. WS MR e A B K A P w4

32.4 B bE (4)
FHEE

B ETESTELAIBAIES  AEER
ETEHF(TRETETR) ZREGUATRER

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

32.4 Equity price risk (continued)

Listed securities

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:

2010 2009
—T-2F —ETNF
Increase/ Effect on Increase/ Effect on
(decrease) profit after Effect on (decrease) profit after Effect on
in securities tax and other in securities tax and other
market retained components market retained components
price earnings of equity price earnings of equity
BHEME HBLE HRER BHmE EARTRES s
#/m SHARRE Hthpk 5 i SERFIRIRE HpK 5
(RY) BFzxe 2B ORd) BRzEZE -7
HK$°000 HK$’000 HK$'000 HK$’000
FET FET TFrET FET
Hong Kong market
i 3% 18,170 449 5% 18,833 2,095
Hong Kong market
HEMS (3%) (18,170) (449) (5%) (18,833) (2,095)
Malaysia market
R T% 3% 879 - 5% 1,500 -
Malaysia market
R T% (3%) (879) - (5%) (1,500) -
US market
E 3% 728 - 5% 359 -
US market
EdEinie (3%) (728) - (5%) (359) -
Taiwan market
BEmS 3% 523 - 5% 602 -
Taiwan market
BIEMS (3%) (523) - (5%) (602) -
Australia market
BN TS 3% 174 - 5% 12 =
Australia market
BN 5 (3%) (174) - (5%) (12) -
Japan market
BT % 3% 114 - 5% 131 -
Japan market
HARmIS (3%) (114) = (5%) (131) -
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A FEAsia Aliance 2 B T {E 2 & IR 7] ge &) -
REERIEETRBAEE 2 REEUTRR

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

32.4 Equity price risk (continued)
Unlisted warrants
In response to the reasonably possible change in the

market price of the shares of Asia Alliance, the Group’s
investment in unlisted warrants has the following

exposures:
2010 2009
—T-2F —ETNF
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 eamnings of equity
(Note) (Note)
(Hiat) (B1at)
HHEAIRE HH#& HiEs MEREIRR(E & Eapiidas
i HARRES Hts o B RFRIRE HAbR o
CR2) Bz 2B ORd) BNz E -7
HK$’000 HK$°000 HK$'000 HK$'000
FET FET TFrET FET
3% 2,235 - 5% 4,525 -
(3%) (2,235) - (5%) (4,525) -
Wit - I B EBEE MmEL£ 2 15N E 1{2{ {EX Note: The financial effect resulting from changes in underlying

EMBRABEFOR T -FFR=
7L¢+ H=1—R11® - %R HxTE“
ERPHEBERAES 2 ATFEZERE
§ﬂ ZEBEEREHRTA LA E—J
RRMZERAFS 2 AFEEPRREE
AEXBAZSERAFSFBERT - AEE
R TN ERIE AR ZIER -

o

RBER - AEEFAEHRERR 2 GUERED
ﬁﬁ?“%?ﬁﬁ&ﬁ@ﬁ@ﬂﬁ?% """"" EE
7 LR B B R 1) 3 AR W B A T
B - RREFIEE ﬁ@%ﬁ@%ﬁ%@ﬁﬁ
BARREHEHEEE T —REBRILHRZ
BEAREEE NG - WFTARRRERRE
E-FTNF T A=+ HLLFEMBEERE

PRELBURE DT A e &R

share’s price represented the theoretical change in fair
value of all underlying equity securities under the warrant
contract as if all these equity securities were exercised
as at 31st December, 2010 and 2009. 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, 2009.
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32.5 {5 EEEBE

ERERBRESRTAZHF I RERERTA
ZIERETEREE  WERARERSHBEE
Bz R -

AEBZEERBRREE®RE AR 2HB
BEZRAEE - BHERMHEES2.1 -

MR RBESRITESRITARSHFHIE
BRif -Ex5 BAGRISEEFENE
B BRBEERREE -

REBFMNRTRER - BPIRERAAE
HRGFAM2RBES - MR L ER AR
HRERI - RREBEEBESFME » BEALR
BEEBEEFRABRIALNELES - R
SREERINEFRLCARIIES - EF
EERRERSEEAEENBRRERIRL
[z

AEBERERR A LAMBEEMNE
HEAMERaE  HARFERER -

REEMHE E AR Mk A (5 A 058
MRS -

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.5 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 32.1.

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.
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32. W5 B A B 5 A Al uE  (AF) 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.6 EHE 4 BE 32.6 Liquidity risk

nBE RS M EAEEARGEEITAINER
EREMMBEESAEMBRERBETZA
BHEMW  AKBEESEEMRARNETRE
AETEARERSRETE S HAZERBDE
R - AEBEZBBRARBEEZRDEE
KFPRAHESHEE - WENEEHRRAR

AEETEERERESNRPMBAERNER
HEABREBRSRL  NWERERPESS
2 - AEERAERARPESTF R 28H
EERM=AATRNEHRDESFE

AEEHEFRRNRE  BHETHMEALEE
BHAEBNARKEZ=TRZRBDESFL
EMERRBEZEAREERERDERY
MBEEZENRENENRBDESTE -

Liquidity risk relates to the risk that the Group will not
be able to meet its obligations associated with its
financial liabilities that are settled by delivering cash or
other financial assets. The Group is exposed to liquidity
risk in respect of settlement of other payables and its
financing obligations, and also in respect of its cash flow
management. The Group’s objective is to maintain an
appropriate level of liquid assets and committed lines of
funding to meet its liquidity requirements in the short and
long term.

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments for long-
term financial liabilities as well as cash-outflows due in
day-to-day business. Liquidity needs are monitored on a
day-to-day basis. Long-term liquidity needs for 360-day
lookout period are identified monthly.

The Group maintains cash, short-term bank deposits and
marketable securities to meet its liquidity requirements
for up to 30-day periods. Funding for long-term liquidity
needs is additionally secured by an adequate amount of
committed credit facilities and the ability to sell long-term
financial assets.
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32, JUBSRBR AT B A PR (A

32.6 WEE LB (4T

ATOMAAREERARBR-_T—FFR_
EENFT A=+ HZHTEMBEEZ

32.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.6 Liquidity risk (continued)

Analysed below is the Group’s and the Company’s
remaining contractual maturities for its non-derivative

T g4 4 4 HATR © financial liabilities as at 31st December, 2010 and 2009.
Group
%£H
Less than 6to 12 1to 5 Over
6 months months years 5 years
Pre@EA 6ZE12f8A 1E55 5F Lk
HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FET
At 31st December, 2010
R-Z—EF+=A=+-8
Other payables
H SR 1,610 - - =
Amount due to a holding company
R—FEERR A B RIA 293 - - =
Amount due to a fellow subsidiary
R — R Z T A B IE 17,438 = = =
Borrowings
¢ 23,417 - = =
42,758 - - -
At 31st December, 2009
REZZZENF+-A=+—H
Other payables
H SR 12,006 - - -
Amount due to a holding company
R—FEERR A B RIA 293 - - -
Amount due to a fellow subsidiary
R — &R Z 8 A B FIE 4,627 - - -
Borrowings
&% 27,273 = = =

44,199 - - -
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32, VRS R B A PR R A AL EE R (A) 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.6 RG4S E () 32.6 Liquidity risk (continued)
Company
AT
Less than 6to 12 1to 5 Over
6 months months years 5 years
Pre@EA 6ZE12f8A 1E55 5F Lk
HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FET

At 31st December, 2010
RZZE—ZEF+=-A=+—H

Other payables
E b FESIK 1,571 = = =
Amounts due to subsidiaries
KU A RIFIA 1,388 - - =
Amount due to a holding company
R—FEERR A B RIA 293 - - =
Amount due to a fellow subsidiary
IR ES ) NCIF /O] 17,438 = = =
20,690 - - -
At 31st December, 2009
R-ZZEZNF+ZA=+—H
Other payables
E b FESIR 4,111 - - -
Amounts due to subsidiaries
RHE A RIFIA 3,085 - - -
Amount due to a holding company
R—FEERR A B RIA 293 - - -
Amount due to a fellow subsidiary
I ES ) NCIF /O] 4,627 - - -

12,116 = = =
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32. S B AT B B A PR ET B (4 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

327 R ER KR Z A — 4 32.7 Fair value measurements recognised in the statement of
financial position — Group

TREVEREATERE  HEAIRANEA The following table presents financial assets and liabilities
FEAENUBEENABEZER o H2RER measured at fair value in the statement of financial position
BitatEUBEENBBEZ ATFEMERN in accordance with the fair value hierarchy. The hierarchy
TEERHAMESTREYE  BUEEELRE groups financial assets and liabilities into three levels
E2|9 A= EBR4ER - AT EEES BT based on the relative reliability of significant inputs used
[Z : in measuring the fair value of these financial assets and

liabilities. The fair value hierarchy has the following levels:

— F—E:HAREENMAERNERTBH® - Level 1: quoted prices (unadjusted) in active markets
BEORIEAR) for identical assets and liabilities;

— FoE: F-BEReREZRELAIGEZE -  Level 2: inputs other than quoted prices included
EXRaErER 2 mA Al AREE BN within Level 1 that are observable for the asset or
B skEE(REER) & liability, either directly (i.e. as prices) or indirectly (i.e.

derived from prices); and

— F=E:BAENEGEWIMKEEETS - Level 3: inputs for the asset or liability that are not

HE B AGEBREA) - based on observable market data (unobservable
inputs).

NEEREDENHATEFEMSBEAZ The level in the fair value hierarchy within which the

HMAZRIEBR  ZHOBEHHBEERBEE financial asset or liability is categorised in its entirety is

TR - based on the lowest level of input that is significant to the

fair value measurement.



Annual Report 2010 4§

123

VA5 8 o Wi e

NOTES TO THE FINANCIAL STATEMENTS

HE-Z-—ZF+-A=+—HI5/E e Forthe year ended 31st December, 2010

32, JUBSRBR AT B A PR (A

32.7 JABHR BERWEB 2 A5 — SR (4)

R BHRREARRAFEFEZHBTEERA
B8N BATH A FEZRE

32.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.7 Fair value measurements recognised in the statement of
financial position — Group (continued)

The financial assets and liabilities measured at fair value in
the statement of financial position are grouped into the fair
value hierarchy as follows:

Group
£E
2010
—2-2%
Level 1 Level 2 Level 3 Total
I8 - p =B R
HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FET
Assets
BE
Available-for-sale financial assets
A ERTEEE
— Listed
— kT 14,973 446,349 - 461,322
— Unlisted
—3EET - 60,251 - 60,251
Financial assets at fair value through
profit or loss
BAVEIRIEERREEZ
IEEE
— Listed securities held for trading
—HAFEEZ FTES 805,963 - - 805,963
— Conversion options embedded in
convertible bonds
— B AR AR B 2 P A - 5,630 - 5,630
— Unlisted warrants
—3F T Rk ERE - 2,154 - 2,154
Total fair value
NYEERE 820,936 514,384 - 1,335,320
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32, WABERBE AT LR AP B (A)

32.7 JABHR BERWEB 2 A5 — SR (4)

32.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.7 Fair value measurements recognised in the statement of

financial position — Group (continued)

Group
58
2010
—E-FF
Level 1 Level 2 Level 3 Total
I8 £=RE =B Fb ]
HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FET
Liabilities
=R
Financial liabilities at fair value through
profit or loss
BATES|RREERRERE 2
BBarl
— Call options embedded in bonds
and notes
— B N R 2 F] 12 F B O B - 68,712 - 68,712
Total fair value
NHEER - 68,712 - 68,712
Net fair value
DN EFRE 820,936 445,672 - 1,266,608
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32, SR AR B R A P R () 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.7 AWM EOR R FH B2 AP — M (4F) 32.7 Fair value measurements recognised in the statement of
financial position — Group (continued)
Group
%8
2009
—ETNF
Level 1 Level 2 Level 3 Total
E—E EZE ] “axE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Assets
BE
Available-for-sale financial assets
AL EMBEE
— Listed
il 41,902 305,998 - 347,900
— Unlisted
—3EET - 33,356 - 33,356
Financial assets at fair value through
profit or loss
BATVEIRIEERREE Y
MEE
— Listed securities held for trading
—HREEEZ FTES 503,576 - - 508,576
— Conversion options embedded in
convertible bonds
— B AR AR B 2 P A - 9,178 - 9,178
— Unlisted equity securities
—3E E TR S - 9,056 - 9,056
— Unlisted warrants
— 3 T RARIEE - 12,540 - 12,540

Total fair value
NFEERE 545,478 370,128 = 915,606
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32, SR AR B R A P R () 32. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

32.7 AWM EOR R FH B2 AP — M (4F) 32.7 Fair value measurements recognised in the statement of
financial position — Group (continued)
Group
%8
2009
—ETNF
Level 1 Level 2 Level 3 Total
E—E EZE ] “axE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Liabilities
BB
Financial liabilities at fair value through
profit or loss
RAHEIRNMARRRER 2
wBas
— Call options embedded in bonds
and notes
— A B MR IR 2 AR R BT A - 59,216 - 59,216
Total fair value
NTHAELRRE - 59,216 - 59,216
Net fair value
NHEFE 545,478 310,912 - 856,390
RIREERE - E—BEE BB EE AE There have been no significant transfers between levels 1
7% o and 2 in the reporting period.
ARAEAFEZ I EREERMTEAE AR The methods and valuation techniques used for the
& BARRIAR L S Sk - purpose of measuring fair value are unchanged compared

to the previous reporting periods.
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33. HEARFHEOR BT 33. CAPITAL MANAGEMENT POLICIES AND
PROCEDURES

REBZEAREEAEZABRAERBRE INEE The Group’s capital management objectives are to ensure the

B EEE R K AR IR R AE R - Group’s ability to continue as a going concern and to provide an

adequate return to the Shareholders.

ZNEE B FE R N E Hi R B E A AN A R I R R A AN The Group actively and regularly reviews its capital structure and
TEENEE  c NEB AEHEER R BEER makes adjustments to the capital structure in light of changes in
THENGERE - economic conditions. The Group monitors its capital structure

on the basis of debt to equity ratio.

RIpEH 2 BERESL RN : The debt to equity ratio at reporting date was as follows:
Group Company
&8 AE]

2010 2009 2010 2009

—E-Ff —ZENE —E-FF —EThEF

HK$°000 HK$'000 HK$000 HK$'000

FAET FET FAET FET
Borrowings

A 23,410 27,216 - -
Total equity

TR 1,265,995 1,140,558 1,252,054 1,146,989

Debt-to-equity ratio
BEEERL X 0.02:1 0.02:1 0:1 0:1
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Year ended 31st December,

BE+-A=t-ALEE

2006 2007 2008 2009 2010
ZETRE ZETEF ZEENF ZETNF —E-EF
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FET FEr FrEr FET FAET
Results:
ES -
Profit/(loss) attributable to the owners
of the Company
RARHE ABIEEF] (FE) (155,693) 145,204 (376,370) 295,582 89,279
As at 31st December,
Rt+t=HA=+—8
2006 2007 2008 2009 2010
ZETREF —ZETEF ZEENF —ETNF —E-EF
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FET FEr FrEr FET FAET
Assets and liabilities:
BERERE:
Current assets
MEBAE 297,895 963,861 538,414 794,305 837,868
Total assets
BEMTE 2,103,553 1,018,564 621,818 1,245,232 1,377,596
Current liabilities
mEEE 87,400 26,793 23,646 104,674 111,601
Total liabilities
BEHEE 1,178,836 26,793 23,646 104,674 111,601
Total Equity
- E R 924,717 991,771 598,172 1,140,558 1,265,995
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