


17
27
29
30
31
33
34
36
39

128

EEvVErY IR
el

fFAEEWER
RAaMBHIRRE
MR

AR EER
meRERER
MBS M
hFEMBHE

CONTENTS

Corporate Information

Chairman’s Statement

Report of the Directors

Report of Corporate Governance
Independent Auditor’'s Report

Consolidated Income Statement
Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Statement of Financial Position

Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows
Notes to the Financial Statements

Five Year Financial Summary



Annual Report 2011

NEEF

S
FER*

BE=x
FR
KesE!
FRE
ERio i
fal fIRART
EREy

Y OMTEERMTREEKE

tOSEMITES
tOBMIFRITER

REKE
BEREERERADA]
A
BRUIEEZEHMEEAERAR
RIT
ZBBITEMERABDBEDT
RBRITARAA
TEMEERTT
RIBITHERAA
KZHRITAR AR
WE
BRLY
AfRER

BBBTELITE1385,
BAESKNEISEI801E

7B F B E
BEMENHERAA
HEE2RKNER285H
SEEP26E

B AR 55
ERHERZTAERAR] - 666

Ak

http://www.ymi.com.hk

02 SHK Hong Kong Industries Limited

Chairman
Warren Lee Wa Lun*

Directors
Mark Wong Tai Chun*
Arthur George Dew*
Peter Lee Yip Wah*
Ambrose So Shu Faif
Albert Hot
Louie Chun Kitt

* Executive Directors and members of the Executive
Committee

#  Non-Executive Directors

T Independent Non-Executive Directors

Investment Manager
Yu Ming Investment Management Limited

Auditor
BDO Limited

Bankers
Bank of Communications Co., Ltd. Hong Kong Branch
The Bank of East Asia, Limited
Citibank, N.A.
Dah Sing Bank, Limited
Wing Hang Bank, Limited

Secretary
Lo Tai On

Registered Office
Room 1801, 18th Floor, Allied Kajima Building
138 Gloucester Road, Wanchai, Hong Kong

Share Registrar and Transfer Office
Tricor Secretaries Limited
26th Floor, Tesbury Centre
28 Queen’s Road East, Hong Kong

Stock Code
The Stock Exchange of Hong Kong Limited: 666

Website
http://www.ymi.com.hk



Bt
REBEE T ——F T A=+ —HUEFEZEERELER
BEBENERSER  TEREREZRE -

AEBZZT——FZARARABBAEBLGERFEA
144,900,000 7t (=& —Z F : J& /89,300,000 % 7t ) 2K
B ZEEE EEB182,400,0008 T (T —ZTF : #H 7
73,300,000 7T) + #B1 AT EHIEE B BUE F161,400,000%8 7T
(ZZE—ZT4 : 54,600,000/ 7T ) 1Y °

R-ZE——F+-A=+—H ARAFEAAREREEZE
EFER A 16.1%E £91,055,200,0008 7T  {EALLE - R =
T——F  BAEET%20.0%  MIEATBEMEIEHTK
21.7% °

Overview

The Group’s results for the year ended 31st December, 2011
outperformed the Hang Seng Index, but still recorded a loss,
derived primarily from investments in equities.

The Group’s 2011 net loss attributable to the owners of the
Company was HK$144.9 million (2010: profit of HK$89.3 million)
comprised losses of HK$182.4 million from equity related
investments (2010: profit of HK$73.3 million) offset partly by profit
contribution of HK$61.4 million from bond investments (2010:
HK$54.6 million).

As at 31st December, 2011, the Group’s net assets attributable to
the owners of the Company decreased by 16.1% to approximately
HK$1,055.2 million. For comparison, Hang Seng Index dropped by
20.0% and Hang Seng China Enterprises Index dropped by 21.7%
during 2011.
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Investment Review
As at 31st December, 2011, the Group’s major investments were as
follows:

Description

1A

Listed Equities
TR

Equity Forward Contracts

Bonds
&5

Investment Funds

BREEE

Direct Investment in Unlisted Equity

RIELETRA 2 BHERE
Unlisted Warrants

FEETMRBHEE

HK$339.3 million of a portfolio of listed shares in 29 companies

29K AR Z ERMmEK 2 — AR E4E - EE/4339,300,000/8 T

18 equity forward contracts, the underlying stocks of which include China Unicom (Hong Kong)
Limited, Sun Hung Kai Properties Limited, iShares FTSE A50 China Index ETF, AIA Group
Limited, China Mobile Limited, Anhui Conch Cement Company Limited, Hong Kong Exchanges
and Clearing Limited, Ping An Insurance (Group) Company of China, Ltd., China Life Insurance
Company Limited and New World Development Company Limited

18R FEMEH - HERECETERS®ERBE(EBRNERRA] - MBEMEE
EBRAA -« iShareRiE = R AS0F BIIEEIETF » RIRIFIRERAAE - FEBBERLD
A ZEBBKRRHERDR - BEXGREZMERAT - HETLRE(KE)KRHE
PRAF - PRIASREBRNERA R AERER QA

HK$449.2 million of bonds issued by 14 companies listed in Hong Kong and overseas

R14REBREI LT AREIT 2 &S + {E(H/5449,200,00078 7T

HK$24.4 million in 2 investment funds

2{EREESE - (E1E A24,400,000/5 7T

HK$4.8 million in one direct investment in unlisted equity

—IBRIEEMRAZ EERE - BE54,800,000/8 7T

HK$0.2 million in 60,000 warrants in Asia Alliance Holdings Co., Ltd., a company listed on the 2nd
Section of Tokyo Stock Exchange

60,0001 Asia Alliance Holdings Co., Ltd. (—RRRREFEHRXSHE R LT 2 AR ZRK
#EE  {(B{E/3200,00078 7T

AEBZREAABERERS  BRA: - 0 -
M- BARETEZES BRERBHAEEIEN T ——F

TEEBRYD -

AEELXE B LMRAZ BERRE - REFP EAMERH
BRS - TN REREHSEMER - ZBEREXRBRN
B8 - NERERHERRB S REZ AT EMER—ERELD
8,700,000/ 7T (FIFR FEFE AR e 2 Al ) 2R (B o

—RME  AREREREAE 2EERFATR  BEFKR

B ERBRRY -

EB 2 The Group’s portfolio of investments comprises securities in Hong
Kong, Malaysia, Taiwan, United States, Australia, Japan and China.
The value of our equities portfolio decreased mainly in the second

half of 2011.

The Group made a direct investment in unlisted equity in a business
providing online education services in the Mainland. A small loss
was recorded for the direct investment in the year. The business
was not performing as expected. As at year end, an impairment
allowance of approximately HK$8.7 million (before non-controlling
interests) was recognised based on its estimated future cash flows.

In general, equity securities in our portfolio declined in value during
the year but bond investments continued to perform well.

04 SHK Hong Kong Industries Limited
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Investment Review (continued)

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

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, 2011 (2010: Nil).

Prospects

2012 started with a bull run in equities, fuelled by attractive valuation
and optimism in relaxed monetary policies, as well as signs of
easing in the Euro debt debacles. At the time of writing, our portfolio
in bonds and equities both performed well from the beginning of
2012. Despite the satisfactory performance in the first two months,
we expect the rest of 2012 to be full of challenge. The Group has
outperformed the Hang Seng Index for the fourth consecutive year,
it is our goal to do so in 2012. Looking ahead, in addition to portfolio
management, we plan to increase strategic investment with more
sizeable stakes in companies.

Financial Position and Gearing Ratio

As at 31st December, 2011, the Group had cash, cash equivalents
and other restricted deposit paid totalling HK$235.7 million (2010:
HK$23.6 million), investments of approximately HK$816.8 million
(2010: approximately HK$1,276.7 million) and no bank borrowings
(2010: 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,
2011, was 0% (at 31st December, 2010: 2%).

Foreign Exchange Exposure

As at 31st December, 2011, 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
Malaysian ringgit, New Taiwan dollar, Australian dollar and Japanese
yen. 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$318.8 million (as at 31st
December, 2010: HK$555.5 million). No facilities (2010: HK$23.4
million) were utilised as at 31st December, 2011.

Staff Costs

The Group’s total staff costs (including Directors’” emoluments) for
the year ended 31st December, 2011 amounted to approximately
HK$2.9 million (2010: approximately HK$3.3 million).

Pledge of Assets
Details regarding the pledge of assets are set out in Notes 24 and
25 to the financial statements on pages 93 and 94.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2011 was 7 (at 31st December, 2010: 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, 23rd March, 2012
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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, 2011.

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, 2011
and the state of affairs of the Group and the Company at that date
are set out in the financial statements on pages 29 to 127.

The Board has resolved not to declare a dividend for the year ended
31st December, 2011.

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, 2011,
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 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
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Directors (continued)

In accordance with Article 101 of the articles of association of the
Company, Messrs. Arthur George Dew, Ambrose So Shu Fai and
Albert Ho 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.

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 48, 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, 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 was listed
on the main board of the Singapore Exchange Limited and delisted
in August 2011. 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 47, 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”) and became the chief executive
officer and the company secretary of AOL in November 2010 and
August 2011 respectively. 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. He was appointed
an alternate director to Mr. Arthur George Dew in Tanami Gold
NL, a company listed on the Australian Securities Exchange, in
December 2011.

Non-Executive Directors

Arthur George Dew, aged 70, 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. He was appointed a director, and non-executive
chairman of Tanami Gold NL, a company listed on the Australian
Securities Exchange, in December 2011.

Peter Lee Yip Wah, aged 69, 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 60, 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 54, 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 47, 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$17,672,000 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 into by the Group
during the year ended 31st December, 2011, 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, 2011, 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:

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

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 31st December, 2011

R=Z——Ff

+=—BA=+—H

BERS HERERITRG

BEEnE 513 EEME A BYEIL

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
PR BEmEAA 1A

Albert Ho Beneficial owner Personal 2,296,000 0.06%
fAlHRAR BEmEAA fEA

HIRERRAH 1
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Directors’ Interests and Short Positions in Shares,

HRRE () Underlying Shares and Debentures of the Company
and Associated Corporations (continued)
(b) REESEZEZRAREERGODER (b) Interests in shares and underlying shares of associated
corporations

% of the total

relevant

issued shares

of the associated

Name of corporation as at

associated Nature of Number of Number of Total 31st December,

Name of Director corporation Capacity interests shares held warrants held interests 2011

R=B-—-%

+ZA=+-H

k3]

2] ZRHERT

EEns HE B 514 BHEME EEROHE  ARERYUE BRH RABEE D

Mark Wong Tai Chun AOL Beneficial Owner Personal 119,203 23,840 143,043 0.06%
BN EREAA fEA (Note 1)
(B3E1)

BaE1 . BRSBTS A()119,203 B0 R (11)23,84010A0OLZ #BB%  Note 1. The total interests include the holding of () 119,203 shares and (i)

HEEMEAE 2 AOL 23,8400 B (1 « s o SRR IERE L T
EBEAERN IR-Z——FZANARBRE-_T—AF=
AMB I (BEERMAENR) Z SRR E AR PR
{BEA%5.0078 70 (A] T2 ) REBAOLAUR IR Z A% 17 -

B EAEEESN  RBE—E——F T _A=T—HILFERX
ZEARRE - AAR - EARERAR  AREANERR - &
ME AR SRREE B | L E ML  SARRZESRE
RITRABAIREBALR R B REAREE 2 B sk E5mE

Eo

B EMFIREEN ARBREEFTREIRITHABLERAR
B ERBOAE (E& BB HF R PR FRGIEXVERD) 2B - 18
RO REFREEDIORE - MABLRREES MBI
PIZEBB2{ERERIFE < BRRMA - RE TR AEGRE
SABRE AR R RE BB 2 R RE -

12 SHK Hong Kong Industries Limited

283,840 units of warrant of AOL giving rise to an interest of 23,840
underlying shares of the AOL. The warrants of the AOL entitle the
holders thereof to subscribe at any time during the period from 4th
March, 2011 to 4th March, 2016 (both days inclusive) for fully paid
shares of AOL at an initial subscription price of HK$5.00 per share
(subject to adjustment).

Save as disclosed above, at no time during the year ended 31st
December, 2011 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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RZZT——F+_A=+—8  REAQAFRELSENLHEED
FEXVELFE 336G TE MR E 2 EERFER R
TR - A TALSR QGG Ll EARE SRS 2 #2500
RERRTEBEITRARMABERMN B D 2 A L2 RniEz

RalliFak=

Substantial Shareholders

As at 31st December, 2011, 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 Capacity Nature of interests shares held December, 2011
R=ZB——%f
+=—BA=+—H
BERG GHEERTRGO
FTERRER 514 EEME 2R BYEIL
AGL Interest of controlled Corporate interest ~ 2,953,509,606 71.83%
corporation
ek E ZPEHIA R E R NEER
Lee and Lee Trust Interest of controlled Corporate interest ~ 2,953,509,606 71.83%
corporation
ZESI A TR E R NAER
Argyle Street Management Holdings Limited Interest of controlled Corporate interest 262,500,000 6.38%
(“ASMH") corporation
RS A TR E R NAER
Argyle Street Management Limited (“ASM”) Interest of controlled Corporate interest 262,500,000 6.38%
corporation
RIS A TR E R NAER
Chan Kin Interest of controlled Corporate interest 262,500,000 6.38%
corporation
iE RIS A TR E R NRER
Citigroup Inc. (“Citi") Person having security Other interest 263,500,000 6.40%

interest in shares
HRMDIFERE
REZEA

Hith s

HIRERRAT 13
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3. ASM Hudson River Fund([River Fund]) 2ASM Asia Recovery
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Substantial Shareholders (continued)
Notes:

1. AGL holds 2,953,509,606 shares of the Company through its wholly-
owned subsidiaries.

2. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the
trustees of Lee and Lee Trust, being a discretionary trust. They together
own 56.76% interest in AGL (inclusive of Lee Seng Hui’s personal
interests) and are therefore deemed to have an interest in the said shares
in which AGL is interested.

3. 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.
Master Fund is 87.8% controlled by ASM Asia Recovery Fund which is
wholly-owned by ASM. ASM is wholly-owned by ASMH and Mr. Chan
Kin owns 44.45% interests in ASMH. Therefore, Mr. Chan Kin, ASMH
and ASM are deemed to have an interest in the shares in which the River
Fund and the Master Fund are interested.

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

Save as disclosed above, as at 31st December, 2011, the Directors
are not aware of any other persons, who have interests or short
positions in the shares, underlying shares of equity derivatives or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the SFO) which would be required to be
disclosed to the Company pursuant to Part XV of the SFO.

Management Agreement

On 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.
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Management Agreement (continued)

As at 31st December, 2011, (i) YMIM was an indirect wholly-owned
subsidiary of AGL which was a substantial shareholder of the
Company holding 71.83% 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, 2011, management fee of
HK$17,672,000 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.

Confirmation for Continuing Connected Transaction

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
transaction for management 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.

HIRERRAT 16
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Audit Committee
The Company has established an audit committee in accordance
with Rule 3.21 of the Listing Rules, and now comprising two
Independent Non-Executive Directors, namely Mr. Albert Ho and
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,
2011.

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 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, 2011.

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 for the year ended 31st December, 2009
were audited by Grant Thornton (“GTHK”), now known as JBPB &
Co. Due to a merger of the businesses of GTHK and BDO Limited
(“BDO”) to practise in the name of BDO, GTHK resigned and BDO
was appointed as auditor of the Company effective from 26th
November, 2010. The financial statements for the years ended 31st
December, 2011 and 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, 23rd March, 2012
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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.

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.

HIRERRAH 144
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SHK Hong Kong Industries Limited

Corporate Management

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
Dr. Ambrose So Shu Fai

Mr. Albert Ho

Mr. Louie Chun Kit

The number of Independent Non-Executive Directors is over
40% of the Board membership. Two of the Independent Non-
Executive Directors, namely Mr. Albert Ho and Mr. Louie Chun
Kit, have the appropriate professional accounting experiences
and 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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TEEHE(E) Corporate Management (continued)
i. BEEg#E) i. Board of Directors (continued)
T FESeTHeRARNESNEEER : Attendance of individual Directors at regular Board meetings in
2011:

Number of meetings

BRAE 4

Executive Directors

HITEF

Warren Lee Wa Lun (Chairman)

PEMG(FE) 4/4 100%
Mark Wong Tai Chun

TRH 4/4 100%

Non-Executive Directors

FEHITEE

Arthur George Dew

IKERE 4/4 100%

Peter Lee Yip Wah

TR 4/4 100%

Independent Non-Executive Directors

BUIHHNITEF

Ambrose So Shu Fai

EFigiiE 0/4 0%

Albert Ho

fAIHRAR 4/4 100%

Louie Chun Kit

B 4/4 100%
HeRpEAnNMEESELE 4R AN & At least 14 days’ notice of a regular Board meeting is given to

TEZEFE%%AHJ'FL @@ MATAESHYERSERSHEN all Directors to provide them with an opportunity to attend and

MASEIE - ESSNHERSHREPIRERESE - LA all Directors are given an opportunity to include matters in the

RIEEHA RARRSHXE A HRIEL THERS - 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.

HIRERRAT 19
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SHK Hong Kong Industries Limited

Corporate Management (continued)
Board of Directors (continued)

(@) Chairman and Managing Director

(b

-~

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.

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.

In 2011, 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.

There was no change in directorship during the year.
On 23rd March, 2012, a nomination committee was

established by the Board to comply with the amended
Listing Rules.
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Corporate Management (continued)

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.

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

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

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

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

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

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

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

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 2010 annual results and 2011 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 2010
annual financial statements and 2011 interim financial
statements;

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

e reviewing and recommending for approval by the Board the
2011 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

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

The Audit Committee met 2 times in 2011. 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)

Audit Committee (continued)
Attendance of individual members of Audit Committee at audit
committee meetings in 2011:

2/2 100%

2/2 100%

2/2 100%
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FMEESSCKYL - FAN - ZZEEh=2KEAKX - £
FRITEENEERE(ZEEIRE)  URBILIFRITE
EfRMEERBEESE - HTHEZ B SEEHTMER
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Remuneration Committee

The Remuneration Committee has been established and
comprised three members, namely 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 during the year. The Remuneration
Committee is provided with sufficient resources to discharge
its duties and has access to independent professional advice
according to the Company’s policy if considered necessary.

The major roles and functions of the Remuneration Committee
are:

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

(b) to 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;

(d) to review and approve the compensation payable to
Executive Directors relating to any loss or termination of
their office or appointment;
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iv. Remuneration Committee (continued)
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(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 2011 with 100% attendance rate in the
presence of Mr. Arthur George Dew, Mr. Albert Ho and Mr.
Louie Chun Kit. 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.

The membership of remuneration committee have been
changed on 23rd March, 2012 and now consists of three
members, namely Mr. Albert Ho (Chairman of the Committee),
Mr. Arthur George Dew and Mr. Louie Chun Kit.

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.

Auditor’s Remuneration

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

BB ETE &
BEFA - RATEN,/ENZEME B LRSS MES
FERDR (RIMRARRIMME A B2 X2 T

Services rendered Fees paid/payable

R A IR et EAEA
HK$’000
FET

BDO Limited

BB RGNS ERAR

— Audit services

- RBURTS 250

— Other non-audit services

— B IERERT 78

328
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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 2010 and Interim Report 2011 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 2011. At the annual
general meeting convened on 26th May, 2011, 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, 2011,
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:

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

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

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 27 to 28.
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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 29 to 127,
which comprise the consolidated and company statements of
financial position as at 31st December, 2011, 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.

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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Auditor’s responsibility (continued)

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

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

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31st December, 2011 and of the Group’s loss 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, 23rd March, 2012



HEZZT——F+=-A=1+—HIFE For the year ended 31st December, 2011

2011 2010
—E——fF —E—EF
Notes HK$’000 HK$'000
{iEss FET FHTT
Revenue
L ON 5 34,211 44,064
Other net (loss)/income
HAh (&H8), WA ERE 6 (143,769) 89,028
Administrative and other operating expenses
TR REMSEE A (38,525) (43,230)
Finance costs
EATERR 7R 7 (53) (446)
Share of loss of an associate
JEAL — e = 2 RIS B (989) -
(Loss)/profit before income tax
FRSBLAT(E8), R F 8 (149,125) 89,416
Income tax expense
S HiRx 9 - (187)
(Loss)/profit for the year
REE(FER)EF (149,125) 89,279
(Loss)/profit for the year attributable to:
REE(BER) BHEES
Owners of the Company
AARHERA A 10 (144,913) 89,279
Non-controlling interests
SEIE AR (4,212) -
(149,125) 89,279
(Loss)/earnings per share attributable to the owners of
the Company (HK cents)
AATEEAEEER(EBE), BRI GBWL) 12
— Basic
- &R (3.53) 2.34
— Diluted
-8 (3.53) 2.24
HIREFRLAA 29
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2011 2010
=F——F TR
HK$’000 HK$'000
FHET FHTT
(Loss)/profit for the year
NEE(ER),SEH (149,125) 89,279
Other comprehensive (expenses)/income
Ht2mE(EAR) W
Change in fair value of available-for-sale financial assets
AL ENBEEC A TFEE (21,491) 18,100
Reclassification adjustment upon disposal of available-for-sale financial assets
HEA NSNS EEREN D BEEE (38,261) (25,464)
Share of other comprehensive income of an associate
e — B A R 2 Bph 2 E e 231 -
Other comprehensive expenses for the year, net of tax
REREAFEHM2EER (59,521) (7,364)
Total comprehensive (expenses)/income for the year
TEERE(EA) WREAHE (208,646) 81,915
Total comprehensive (expenses)/income for the year attributable to:
FEEZE(BA) WS EEELS :
Owners of the Company
KATHEEA A (204,535) 81,915
Non-controlling interests
IR RS (4,111) =
(208,646) 81,915
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M-Z——F+=-HF=+—H As at 31st December, 2011

JAL POSITION

2011 2010
—E——fF —E-TEF
Notes HK$’000 HK$’000
FaE FET FHTT
ASSETS AND LIABILITIES
BEERAEE
Non-current assets
FREBEE
Interests in associates
NN £ 16 8,698 18,155
Available-for-sale financial assets
At HER B EE 17 222,989 521,573
231,687 539,728
Current assets
mENERE
Available-for-sale financial assets
A EN K EE 17 262,047 -
Other receivables and prepayment
Hh FEUGR SR FB N /A 18 8,233 461
Amount due from a fellow subsidiary
P — I [R] 5B /BB~ R F0IE 19 2 30
Financial assets at fair value through profit or loss
BAFEIREREERRERE MGEEE 20 339,461 813,747
Taxation recoverable
A E R A 21 _
Other restricted deposit paid
H AR HIFR 21 19,062 -
Pledged bank deposits
RITEIPIFR 22 - 1,497
Cash and cash equivalents
ReRReEFEEM 22 216,632 22,133
845,458 837,868
Current liabilities
REEME
Other payables and accrued expenses
Hib R gt & 23 1,055 1,611
Amount due to a holding company
R—FEERR A RIFIE 19 - 293
Amount due to a fellow subsidiary
R—ERZEME A RFIE 19 4,453 17,438
Borrowings
B3 24 - 23,410
Financial liabilities at fair value through profit or loss
BATFEFREREERRERE MG AE 25 12,468 68,712
Taxation payable
FEETIA - 137
17,976 111,601
Net current assets
REEEFE 827,482 726,267
Total assets less current liabilities
EEATERRBARS 1,059,169 1,265,995
Net assets
BEEFE 1,059,169 1,265,995
HIREBRAHE 31
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MR-Z——F+=-HA=+—H As at 31st December, 2011

2011 2010
=F——F —TTF
Notes HK$’000 HK$’'000
ks FExT FHTT
EQUITY
s
Equity attributable to the owners of the Company
RATHEE AELER
Share capital
&N 26 411,170 409,350
Reserves
Gl 27 644,059 848,594
1,055,229 1,257,944
Non-controlling interests
FEVERR M o 3,940 8,051
Total equity
ERBE 1,059,169 1,265,995
Net asset value per share attributable to the owners
of the Company (HK$)
AARBEAEEBREERE (Br) 28 0.26 0.31

FOOBEFI2TE VAN HMRKEAANTEEE([£EF2|) The consolidated financial statements on pages 29 to 127 were

MR-BE——F=F-+=A#ERFETZE  WHTIESHK  approved and authorised for issue by the Board of Directors of the

xRE=Z Company (the “Board”) on 23rd March, 2012 and are signed on its
behalf by:

Warren Lee Wa Lun Mark Wong Tai Chun

= E/N |

Chairman Director

FE £
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2011 2010
—g——f&  -—T-TF
Notes HK$’000 HK$'000
BaE FE T FAT
ASSETS AND LIABILITIES
BEERAE
Non-current assets
FREBEE
Investments in subsidiaries
R B AR E 15 1,400 1,400
1,400 1,400
Current assets
REEE
Other receivables and prepayment
Hh JEUGR R T 50IE 18 450 461
Amounts due from subsidiaries
FEUHT B A RIFRIA 15 1,045,118 1,264,601
Amount due from a fellow subsidiary
e —F R R B R RFIE 19 - 9
Cash and cash equivalents
WENIBEEEY 22 479 6,273
1,046,047 1,271,344
Current liabilities
REEE
Other payables and accrued expenses
Hh s & e s & A 23 1,016 1,571
Amounts due to subsidiaries
KM A RIFRIAE 15 1,380 1,388
Amount due to a holding company
R—ER A BIFRIE 19 = 293
Amount due to a fellow subsidiary
R—ER R E A RFIE 19 4,453 17,438
6,849 20,690
Net current assets
mENEEFE 1,039,198 1,250,654
Total assets less current liabilities
EEAERABEE 1,040,598 1,252,054
EQUITY
Em
Share capital
R A 26 411,170 409,350
Reserves
&t 27 629,428 842,704
Total equity
e r HARE 1,040,598 1,252,054
Warren Lee Wa Lun Mark Wong Tai Chun
THp EARH
Chairman Director
e 5=
HIREBRAHE 86
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HEZZT——F+=-A=1+—HIFE For the year ended 31st December, 2011

Non-
controlling
Equity attributable to the owners of the Company interests  Total equity
ARTRE AR FEREE  ERAE
Capital Capital  Investment
Share Share  redemption contribution  revaluation  Translation Retained
capital premium reserve reserve reserve reserve eamings Total
Bx  RGEE SARODRE ERHARE REEMRE  ENRG  REER &%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR Tén TER TiEn TER TiEn TER Tén TER Thn
At 1st January, 2011
“5——4-R-REE 409,350 481,176 20,082 367 52,672 - 281,147 1,257,944 8,051 1,265,995
Loss for the year
IEEEE - - - - - - (14491 (144919 4212)  (149,125)
Other comprehensive (expenses)/income:
H12E(ER)/ s
Change in fair value of avalable-
for-sale financial assets
HNEE KA ATERY - - - - (21491) - - (21491) = (21491)
Reclassffication adjustment upon disposal
of avallable-for-sale financial assets
HETHTENREEREN AR - - - - (38,261) - - (38,261) = (38.261)
Share of other comprehensive income
of an associate
Eh-ERER Az A2 ARG - - - - - 130 - 130 101 231
Total comprehensive (expenses)/income
for the year
RERRE(ER) MailE - - - - (59,752) 190 (144913  (2045%) (111)  (208646)
Exercise of warrants
friRlEE 1820 - - - - - - 1820 - 1,820
Transactions with owners
BEEARD 1820 - - - - - - 1820 - 1820
At 31st December, 2011
“E--5+ZR=1-BER 41,170 487,776 20,082 367* (7,080)* 130* 142,834 1,055,229 3,940 1,059,169
4 It F 4R A8 RE644,059,00078 TLIE AR & I TS AR 3R 2 6 1 © 3 The aggregate amount of these balances of HK$644,059,000

represents the reserves in the consolidated statement of financial
position.
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Non-
controling Total
Equity attributable to the owners of the Gompany Interests equity
ARAEE AR ER kiR ERiE
Capital Capital Investment
Share Share redemption contrioution revaluation Retained
capital premium reserve reserve reserve earnings Total
e BhER EAEERE ATHABE  REERHE REEH g
HK$000 HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TERL TERL TEL TER TER ThR T TR T
At 1st January, 2010
TE-RE-f-AsE 373,879 487,776 20,082 367 60,036 198,468 1,140,558 - 1,140,558
Profi for the year
KRERET - - - - - 89,079 89,279 - 89279
Other comprehensive income/(expenses):
Efb2EE/ (58) -

Change in fair value of avallable-
for-sale financial assets
e AR, ATEED - - - - 18,100 - 18,100 - 18,100
Reclassffication adjustment upon disposal of
available-for-sale financial assets
HEF L S HEER B
HERE - - - - (25,464) - (25,464) - (25,464)

Total comprehensive (expenses)/

income for the year
TER2A(ER) WaiE - - - - (7,364 89,279 81915 - 81915
Capital contribution by
non-controling interests
HERERERTE - - - - - - - 8051 8,051
Exercise of warrants
friREE 3471 - - - - - 35471 = 3471
Transactions with owners
BEEARS 3471 - - - = - BATH 8,051 43,522
At 31st December, 2010
“E-EE+-R=1-H&E 409,350 487,776¢ 20,032 367 52,672 287,747 1,257,944 8,061 1,266,995
& UL E AR 4B REB48,594,000/8 TLIE AR & M ISARR = 2 s © # The aggregate amount of these balances of HK$848,594,000
represents the reserves in the consolidated statement of financial
position.
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2011 2010
—E——F —T-FF
Notes HK$’000 HK$'000
ks FHET FHTT
Cash flows from operating activities
REEBCHSRE
(Loss)/profit before income tax
FSBAT (518), /R (149,125) 89,416
Adjustments for:
M TFIEB EL T
Gain on disposal/redemption of available-for-sale financial assets and/or
held-to-maturity investments
& TR AR SR EE RS E R AR E 2 s 6 (34,784) (43,032)
Dividend income
A& S U A 5 (19,440) (15,292)
Interest income from available-for-sale financial assets and/or
held-to-maturity investments
AR EMBEER SHFEZHIRE 2 FEKA 5 (13,818) (28,612)
Interest income from bank deposits
RITFFHAEIA 5 (953) (160)
Fair value loss/(gain) on financial assets and liabilities
at fair value through profit or loss
RATFENRREERRERE MBEERAEZ ATEBE (W) 6 177,073 (45,796)
Impairment on interest in an associate
A& R AR 2 FERd 8 8,699 -
Exchange loss
B 5 E718 1,717 379
Share of loss of an associate
FE(E — B A R &R 989 =
Interest on bank borrowings
RITERZFE 7 53 446
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2011 2010
S i —T-TF
HK$’000 HK$'000
FET FET
Operating loss before working capital changes
RetBBRSE B 2 EEEE (29,589) (42,651)
(Increase)/decrease in trade and other receivables and prepayment
B 5 R H M R IB R TER RIBOGE M), R (7,772) 8,173
Increase in other restricted deposit paid
HAb R HIFIE M (19,062) -
Decrease in amount due from a fellow subsidiary
e — R P8 A R IR 28 226
Decrease in other payables and accrued expenses
Hib RS R e B AR (556) (10,440)
Decrease in amount due to a holding company
R —FEERR A B R IE R (293) -
(Decrease)/increase in amount due to a fellow subsidiary
R—FERZKB A RIFKBCORD), N (12,985) 12,811
Change in financial assets and liabilities at fair value through profit or loss
BRATEIRRERSREE B EERBEES) 274,117 (247,917
Cash generated from/(used in) operations
meEBEE/ (R zHRE 203,888 (279,798)
Dividend received
SN 19,440 15,292
Bank interest received
EYERITHR 953 160
Hong Kong Profits Tax paid
EEEATISH (158) (1,271)
Interest on bank borrowings paid
ENRITERZFE (53) (446)
Net cash generated from/(used in) operating activities
REEBEL (RA) 2R FE 224,070 (266,063)
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2011 2010
S —T-%F
Notes HK$’000 HK$'000
{iEss FExT FHET
Cash flows from investing activities
REEBZRERE
Purchase of available-for-sale financial assets
ARG EMBEE (246,381) (161,053)
Proceeds from disposal/redemption of available-for-sale financial assets and
held-to-maturity investments
R TEE A E A E LA 2 RIEIRE 2 TS RIE 222,512 143,247
Distribution out of capital from available-for-sale financial assets
MR ENRERE C ERDE# 8,021 -
Interest received from available-for-sale financial assets and
held-to-maturity investments
A EM T E E KA Z R AR E 2 EUCRE 6,861 15,361
Decrease in pledged bank deposits
RITEIPF TR 1,497 2,458
Net cash (used in)/generated from investing activities
BEEEER) EECBRSEE (7,490) 13
Cash flows from financing activities
REIBZRERE
Repayment of bank borrowings
EBIRITER (113,901) (168,027)
New bank borrowings raised
SEMBIMERITER 90,000 165,578
Proceeds from issuance of shares
BT < PTISRRIA 1,820 35,471
Capital contribution by non-controlling interests
EERERERTE - 8,051
Net cash (used in)/generated from financing activities
MEEE(FER) EEZRSFE (22,081) 41,073
Net increase/(decrease) in cash and cash equivalents
REeRBRSEE@YIEM (RD)FE 194,499 (224,977)
Cash and cash equivalents at 1st January
R—BA—HZRERRESZEY 22,133 247,110
Cash and cash equivalents at 31st December
RT=-—B=+—HzR2RELEEY 22 216,632 22,133
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1.

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, 2011, the parent of the Company
is Bright Clear Limited which is incorporated in the British
Virgin Islands and the ultimate holding company of the
Company is Allied Group Limited (“AGL”"), a listed public
limited company, which is incorporated in Hong Kong. The
ultimate controlling party of the Company is the trustees
of Lee and Lee Trust. The address of the principal place of
business of the trustees of Lee and Lee Trust is 24th Floor,
Allied Kajima Building, 138 Gloucester Road, Wanchai,
Hong Kong.

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

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

241 Adoption of revised HKFRSs - effective 1st
January, 2011

In the current year, the Group has applied for the
first time the following amendments to 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,

2011.

HKFRSs Improvements to HKFRSs 2010
(Amendments)

HKAS 24 Related Party Disclosures
(Revised)

The adoption of these revised HKFRSs has
no significant impact on the Group’s financial
statements.
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SHK Hong Kong Industries Limited

2.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

2.2

New/revised HKFRSs that have been issued but
are not yet effective

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

Amendments to  Disclosures — Transfers of Financial

HKFRS 7 Assets!
Amendments Presentation of ltems of Other
to HKAS 1 Comprehensive Income?
(Revised)
HKFRS 9 Financial Instruments*
HKFRS 10 Consolidated Financial Statements®
HKFRS 11 Joint Arrangements?
HKFRS 12 Disclosures of Interests in Other
Entities?
HKFRS 13 Fair Value Measurement?

HKAS 27 (2011) Separate Financial Statements®

HKAS 28 (2011) Investments in Associates and Joint
Ventures?

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

2 Effective for annual periods beginning on or
after 1st July, 2012

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

4 Effective for annual periods beginning on or

after 1st January, 2015

Amendments to HKFRS 7 - Disclosures -
Transfers of Financial Assets

The amendments to HKFRS 7 improve the
disclosure requirements for transfer transactions
of financial assets and allow users of financial
statements to better understand the possible
effects of any risks that may remain with the entity
on transferred assets. The amendments also
require additional disclosures if a disproportionate
amount of transfer transactions are undertaken
around the end of a reporting period.
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2.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

2.2

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

Amendments to HKAS 1 (Revised) -
Presentation of ltems of Other Comprehensive
Income

The amendments to HKAS 1 (Revised) require
the Group to separate items presented in other
comprehensive income into those that may be
reclassified to profit and loss in the future (e.g.
revaluations of available-for-sale financial assets)
and those that may not (e.g. revaluations of
property, plant and equipment). Tax on items of
other comprehensive income is allocated and
disclosed on the same basis. The amendments will
be applied retrospectively.

HKFRS 9 — Financial Instruments

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, classification 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.
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SHK Hong Kong Industries Limited

2.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

2.2

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

HKFRS 10 — Consolidated Financial
Statements

HKFRS 10 introduces a single control model for
consolidation of all investee entities. An investor
has control when it has power over the investee
(whether or not that power is used in practice),
exposure or rights to variable returns from the
investee and the ability to use the power over
the investee to affect those returns. HKFRS 10
contains extensive guidance on the assessment of
control. For example, the standard introduces the
concept of “de facto” control where an investor can
control an investee while holding less than 50%
of the investee’s voting rights in circumstances
where its voting interest is of sufficiently dominant
size relative to the size and dispersion of those of
other individual shareholders to give it power over
the investee. Potential voting rights are considered
in the analysis of control only when these are
substantive, i.e. the holder has the practical ability
to exercise them. The standard explicitly requires
an assessment of whether an investor with decision
making rights is acting as principal or agent and
also whether other parties with decision making
rights are acting as agents of the investor. An
agent is engaged to act on behalf of and for the
benefit of another party and therefore does not
control the investee when it exercises its decision
making authority. The implementation of HKFRS 10
may result in changes in those entities which are
regarded as being controlled by the Group and are
therefore consolidated in the financial statements.
The accounting requirements in the existing HKAS
27 on other consolidation related matters are
carried forward unchanged. HKFRS 10 is applied
retrospectively subject to certain transitional
provisions.
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2.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

2.2

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

HKFRS 11 — Joint Arrangements

Joint arrangements under HKFRS 11 have the
same basic characteristics as joint ventures under
HKAS 31. Joint arrangements are classified as
either joint operations or joint ventures. Where the
Group has rights to the assets and obligations for
the liabilities of the joint arrangement, it is regarded
as a joint operator and will recognise its interests
in the assets, liabilities, income and expenses
arising from the joint arrangement. Where the
Group has rights to the net assets of the joint
arrangement as a whole, it is regarded as having an
interest in a joint venture and will apply the equity
method of accounting. HKFRS 11 does not allow
proportionate consolidation. In an arrangement
structured through a separate vehicle, all relevant
facts and circumstances should be considered to
determine whether the parties to the arrangement
have rights to the net assets of the arrangement.
Previously, the existence of a separate legal entity
was the key factor in determining the existence of
a jointly controlled entity under HKAS 31. HKFRS
11 will be applied retrospectively with specific
restatement requirements for a joint venture which
changes from proportionate consolidation to the
equity method and a joint operation which changes
from equity method to accounting for assets and
liabilities.

HKFRS 12 — Disclosure of Interests in Other
Entities

HKFRS 12 integrates and makes consistent
the disclosures requirements about interests in
subsidiaries, associates and joint arrangements.
It also introduces new disclosure requirements,
including those related to unconsolidated structured
entities. The general objective of the standard is to
enable users of financial statements to evaluate the
nature and risks of a reporting entity’s interests in
other entities and the effects of those interests on
the reporting entity’s financial statements.
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SHK Hong Kong Industries Limited

2.

Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

2.2

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

HKFRS 13 — Fair Value Measurement

HKFRS 13 provides a single source of guidance
on how to measure fair value when it is required
or permitted by other standards. The standard
applies to both financial and non-financial items
measured at fair value and introduces a fair value
measurement hierarchy. The definitions of the three
levels in this measurement hierarchy are generally
consistent with HKFRS 7 “Financial Instruments:
Disclosures”. HKFRS 13 defines fair value as the
price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction
between market participants at the measurement
date (i.e. an exit price). The standard removes
the requirement to use bid and ask prices for
financial assets and liabilities quoted in an active
market. Rather the price within the bid-ask spread
that is most representative of fair value in the
circumstances should be used. It also contains
extensive disclosure requirements to allow users
of the financial statements to assess the methods
and inputs used in measuring fair values and the
effects of fair value measurements on the financial
statements. HKFRS 13 can be adopted early and is
applied prospectively.

The Group is in the process of making an
assessment of the potential impact of these new/
revised HKFRSs and the Board so far concluded
that the application of these new/revised HKFRSs
will have no material impact on the Group’s
financial statements.
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3.

Summary of Significant Accounting Policies

3.1

Basis of preparation

The financial statements on pages 29 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”).

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

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

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

- derivative financial instruments

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

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

+—H L Z For the year ended 31st December, 2011

3. Summary of Significant Accounting Policies
(continued)

3.2

Basis of consolidation and business
combination

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

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

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

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

3.2

Basis of consolidation and business
combination (continued)

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

Contingent consideration balances arising from
business combinations whose acquisition dates
preceded 1st January, 2010 (i.e. the date the
Group first applied HKFRS 3 (2008)) have been
accounted for in accordance with the transition
requirements in the standard. Such balances
are not adjusted upon first application of the
standard. Subsequent revisions to estimates of
such consideration are treated as adjustments to
the cost of these business combinations and are
recognised as part of goodwill.

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

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

3. Summary of Significant Accounting Policies
(continued)

3.2

3.3

3.4

Basis of consolidation and business
combination (continued)

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

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 (Note 3.8) unless the
subsidiary is held for sale or included in a disposal
group. The results of subsidiaries are accounted for
by the Company on the basis of dividends received
and receivable at the reporting date. All dividends
whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s
profit or loss.

Associates

Associates are those entities over which the Group
is able to exert significant influence, generally
accompanying a shareholding of between 20%
and 50% of voting rights but which are neither
subsidiaries nor 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.
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3. Summary of Significant Accounting Policies
(continued)

3.4

Associates (continued)

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

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

3. Summary of Significant Accounting Policies
(continued)

3.4

Associates (continued)

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

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

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

3.5

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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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.

Impairment of non-financial assets

Interests in subsidiaries and associates are subject
to impairment testing.

All non-financial assets are tested for impairment
whenever there are indications that the asset’s
carrying amount may not be recoverable.
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3. Summary of Significant Accounting Policies
(continued)

3.8

Impairment of non-financial assets (continued)

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

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

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

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

3.9

Financial assets

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

Financial assets are classified into the following
categories:

- financial assets at fair value through profit
or loss;

- loans and receivables; and

- available-for-sale financial assets.

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

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

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

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. Summary of Significant Accounting Policies

(continued)

3.9 Financial assets (continued)

@

Financial assets at fair value through
profit or loss

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

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

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

(continued)

3.9 Financial assets (continued)

@

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

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. Summary of Significant Accounting Policies

(continued)

3.9 Financial assets (continued)

(ii)

(iii)

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.
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3. Summary of Significant Accounting Policies

(continued)

3.9 Financial assets (continued)

(iii)

Available-for-sale financial assets
(continued)

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

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

3.9

Financial assets (continued)
Impairment of financial assets

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

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

- significant financial difficulty of the debtor;

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

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

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

- a significant or prolonged decline in the

fair value of an investment in an equity
instrument below its cost.
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3. Summary of Significant Accounting Policies
(continued)

3.9

Financial assets (continued)

Impairment of financial assets (continued)

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

group.

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

(a) Financial assets carried at amortised
cost

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

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

3.9

Financial assets (continued)

Impairment of financial assets (continued)

(b)

(c)

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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3. 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. Summary of Significant Accounting Policies
(continued)
3.11  Accounting for income taxes

Income tax comprises current tax and deferred tax.

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

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

Deferred tax assets and liabilities are not 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.
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3. Summary of Significant Accounting Policies
(continued)

3.11

Accounting for income taxes (continued)

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

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

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

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

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

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

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

(b) the deferred tax assets and the deferred
tax liabilities relate to income taxes levied
by the same taxation authority on either:

(i) the same taxable entity; or

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



B IR R

BHEZ

g——Ft=A=

3. EXEHBEHMEGE)

3.12

3.13

3.14

RERRLSEEY

IEERERERME ReRRNEFEWE

ARERERSCHNBERED  WAREBEZD

REBREM s FEReEHEFER - RERSR

AMRE - —RRBARZEARNIIE - Rk

Eﬁ%iﬁ%Zﬁﬁﬁi&@ﬁ$%@ﬁw%
gE—aktn

RHBRAKRME  RERRSFEVEET
BRE RIRTTREMESREET R (BREERF
) RS R S o

BRAs

BBETI DB AER - RATRBERTRN
ZHEEETE -

BTN A B2 AR BHATIR B 4 B
OBR (PRHEAI RSB - HEARAR

DEEEN EERARR -

BEER
RARER

A& B Rt 2 R IRE A Th B 3B E B KA 812

it o

AEEREEHIE AR BRI RA EBHE
R BRNBHEEI([EREE])  AEEE
BOER2HEBRBEHBZEESM - #FT

RESEAHFES 2R —BOLIEL -

HEFIRFARBRERBENBERERRHA
X o ARERZFASATHEREERNEN
BB B 2O L o

Jr Elﬂ:if For the year ended 31st December, 2011

3. Summary of Significant Accounting Policies
(continued)

3.12

3.13

3.14

Cash and cash equivalents

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

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

Share capital

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

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

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. Summary of Significant Accounting Policies
(continued)

3.14

3.15

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 leave and maternity leave are not recognised
until the time of leave.

Financial liabilities

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

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions
of the instrument. All interest related charges
are recognised in accordance with the Group’s
accounting policy for borrowing costs (see Note
3.7).

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

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

Derivatives
Derivatives including separated embedded

derivatives are measured at fair value (see Note
8.10),
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3.

Summary of Significant Accounting Policies
(continued)

3.15

Financial liabilities (continued)
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 designated upon initial recognition
as at fair value through profit or loss.

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

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

3.16

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

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

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

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

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

Other financial liabilities

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

Financial guarantees issued

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

3.16

3.17

Financial guarantees issued (continued)

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

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

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

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

(i) has control or joint control over the
Group;

(ii) has significant influence over the
Group; or

(iii) is a member of key management
personnel of the Group or the
Company’s parent.
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3. BEAEHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
317 BEAX(E) 3.17 Related parties (continued)

(o) HEATYIEN B2 EEE BEAN (b) An entity is related to the Group if any of

EEHRH the following conditions apply:
(i) LB &$EIEH EFEHIA 0] The entity and the Group are
B(AEFRA - HEBRARKE members of the same group (which
i) 75*@ RAHE) o means that each parent, subsidiary

70

(i)

—EERSS HEANBEAX
BEME(HAR— EIE’JEXE
WBBARGEDRE  Mks—
ERADUEENKE) -

MEERE RERFE=T05
% -

(i)

(i)

and fellow subsidiary is related to
the others).

One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member).

Both entities are joint ventures of
the same third party.

(iv) —(AEEAF=BENELEDLE (iv) One entity is a joint venture of a
FER—ERAF-—FEAHME third entity and the other entity is
A e an associate of the third entity.

) ZERAAEE I EAEEARA (v) The entity is a post-employment
BB AR SR MR BT benefit plan for the benefit of the
&EFIFTEl - employees of the Group or an

entity related to the Group.

vy  ZEBX(a)IATERI A LTS (i) The entity is controlled or jointly
sk L EHEH) o controlled by a person identified in

(@)
Vi) R@E()TENEEBEEATE (vi) A person identified in (a)(i) has

MAL RER(KEENL
NE)EREEAE -

K- ALTHaBRREBRERRRAIEZEZAL
HEBETEEINEERIZALYENE
FARBREIL BRI

FZRALTHFRREBHFERH

ZRATHRBAREBHO TR R

ZHBRATHEZBALHORBRRERH
BIZEA o

SHK Hong Kong Industries Limited

significant influence over the
entity or is a member of key
management personnel of the
entity (or of a parent of the entity).

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

@

(i)

(i)

that person’s children and spouse or

domestic partner;

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

dependents of that person or that person’s
spouse or domestic partner.
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BEREHEHEBR(E)

3.18 O HHE

REBEBBMEWMELAEST - HHEHNZR
TR ER2RENREE  ABEEER
EMARTEEER R - RITEFRAKLE
EHEFEITEFE D HEBRE - ARER
IBEEM B REERFI D B M E AT RA R
FAERREEFEM SRS LM BERRAM
RAE—B-

REBU RS ENFRE - REBETHER
TAKBERTEETNRNBIBEERAHAEE
WITEFREAKEZXGAEAKNE R LY
EHZFAEARNERE > AREHFEESRT
BAREE—EREDE - BB T G250 8K
=

RS at & E

ARt R A S TEETTRHE - WIREBELR R EME
Z(BRENARBATHESBRGEZ RREMTES)
R o

A& B RIEL AR RER - i iEd 2 @5 A5
BEBRZHAHINERERGER - TXFHMAERRER
FEER T - EAVBRFENEEMABREEEHER
WHEZ ARG RERR

FE W B B 2 R FRORRUE

AAFEEEEE SR A MVEEZBEKEMER R RER
B WA DKERB AR ZEEFERKERE - &
EENHRE B ERTEEEBR -

Summary of Significant Accounting Policies
(continued)

3.18 Segment reporting

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

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

Critical Accounting Estimates and Judgements

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

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

Impairment of amounts due from subsidiaries

The Company’s management determine the need to make
allowance for impairment of amounts due from subsidiaries.
This estimate is based on the subsidiaries’ net asset values
and operating results. Management reassess the allowance
at the reporting date.

HIRERRAH o
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4.
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MEE et RAE(E)

AHRHEMBEE 2

RAHHEMBEEMS - A FEBRZIFEERKAR
R FEERRE  REEAFETKELREE
R/ S5 EAE MG o PMEH LA - TS REE
NZBEBBERBEREZERIBEE 25 - KEE
MEBEMEE - PIMTERRHRBREBEITA
BXRERRZMBER -

EERIR

EEERLERASENAFLENHE - £ REHE
RARSRNBEEREGERXS L EMEETHE
MR EERZ RERBGRBNB AR BEATR
ZEBRREFEFELRERRE ZBLEHE -

MBEERBEZAVE

RHEZ HEBBERAIRERT S ARERIRE - £
MZZEERZBERT A TERBUEXMAEME
EoARBERMRAZEBERLZREIREEEE
BRPERZAEFTZ THEELMARR A (B
B X - REFFE - ERERLLE  RSHERE

SMIAZ ATERRAEALS -

REPERTIE ZEE

BERGRTERIEIRATE - KIRERT 5T BEf RE
LA BRZA - 58 - KIEA - TTREE - EERBHX
RERBERNSEZEERDEATELEER R EN
BEMSRS - EEERANEESHITATSREER
NHEE SR T A ATE -
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4.

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. ON 5. Revenue
NEFBZFELEBE N AT BREMTIHE - AEEH The Group’s principal activities are disclosed in Note 1 to
ZEERBIIELEER 2 WA o these financial statements. Turnover of the Group is the
revenue from these activities.
RERNBRARAARNEFEETBER 2 WAMNT ¢ Revenue from the Group’s principal activities recognised
during the year is as follows:
2011 2010
= —EFF
HK$’000 HK$'000
FHET FAT
Interest income from available-for-sale financial assets and/or held-to-maturity investments
AR EMEEERLHFE ZRIERE 2 FEHA 13,818 28,612
Interest income from bank deposits
RITEFFSWA 953 160
Dividend income
SN PN
— listed investments
— W& 15,060 14,277
— unlisted investments
— FELEMRA 4,380 1,015
34,211 44,064
6. Hith(&18) WA R 6. Other Net (Loss)/Income
2011 2010
—EB——F —EEF
HK$’000 HK$'000
FHET FAT
Fair value (loss)/gain on financial assets and liabilities
at fair value through profit or loss
BRATFEIEREERREE MG EE
REaEzATFEER) W (177,073) 45,796
Gain on disposal/redemption of available-for-sale financial assets
and/or held-to-maturity investments
HE R A N E B A E RS A B BRI E 2 s 34,784 43,032
Sundry income
ESIETON 193 581
Exchange loss, net
B 5 E18 55 (1,673) 381)
(143,769) 89,028
HIREBRAHE 7S
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7. U g 9% 7. Finance Costs
2011 2010
=%  -T-TH
HK$’000 HK$’000
FET FAT
Interest on bank borrowings wholly repayable within five years
AR ANEEER Z RITERFE 53 446
8. FriS®iAT (B518) &R 8. (Loss)/Profit before Income Tax
2011 2010
N —T-%%F
HK$’000 HK$’000
FET FAT

(Loss)/profit before income tax is arrived at after charging:
FTSHiAT(E518), R FI B0k T 5& 18 -
Auditor’s remuneration
ZEE S 250 250
Employee benefit expense (including Directors’

emoluments (Note 14)) (Note 13)
EERMNAX(BREESFHE

(B¥3E14)) (FIEE13) 2,904 3,300
Management fee (Note 30)
B2 A (M:E30) 17,672 17,722
Performance fee (Note 30)
B E A (F3E30) - 12,291
Impairment on interest in an associate

R— BN B 2 e 8,699 =

74 SHK Hong Kong Industries Limited
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9.

FRiS®BiBA

AEEWEEB NGV BB E AN EE L B (HFER
BOEA - BRMNERINBE_T—FF+_A=1—
B FE 2 AR ERBUE R £ 16.5%:T B &

9.

Income Tax Expense

No Hong Kong profits tax has been provided for the year
as the Group has no estimated assessable profit. Hong
Kong profits tax had been provided at the rate of 16.5% on
the estimated assessable profits for the year ended 31st
December, 2010.

2011 2010
—B-——f —E-TF
HK$’000 HK$'000
FHET BT
Current tax

AT IR = -

Under provision in prior year
TERB IR - 137

FrS TR BIREA R EAE 2 gt (BR),8f 28
BRANT -

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

2011 2010
—B-—-§  -T-ITF
HK$’000 HK$ 000
FET FHBT
(Loss)/profit before income tax
FTiSHiAT(E518) % 7 (149,125) 89,416
Tax calculated at the applicable rate of 16.5% (2010: 16.5%)
ZEAE16.5%(ZF—ZF : 16.5% )51 H 2 Hi1A (24,605) 14,754
Tax effect of non-deductible expenses
TR 2 B2 5,287 2,062
Tax effect of non-taxable revenue
BERBTBAZ BT E (14,326) (16,516)
Tax effect of unused tax losses not recognised
KRR REARBEIR R E 33,657 337
Utilisation of previously unrecognised tax losses
LRI ARER 2 RIS ER (13) (637)
Under provision in prior year
TFERETT - 137
Income tax expense
FiiSfix - 137

HIRERRAT Vs
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FrieBim= (&)

R-ZZE——F+_A=+—0  AEEERDHEHREE
$8#7388,470,000/8 7L ( —ZF —Z4F : #J180,287,000/%
JL)  ATAEREAZEBIBZ AR Z A RERBEF
BRI o ARNESRTERIARICEFIR MR - B &L Z
EMBBIERRELCHIBEAE - RIBBITHBEN - Z
EHHBETGER - Rt MESARERELHER

f& e

RZE——F+-A=+—08 ' ARaEBEEARERIE
ERBEERBEBE(ZZ—SF &)

ERAREEAREAFE(BER),EF

ANEEB AEALLRE BB 4144,913,000%8 7T (=
T—TF S F 489,279,000 7T ) + HAEELY
213,276,000 7T (= —FF : )& 7 4969,594,000/%
TO)BRAR R 2 BFHRER NERE

RE

EXRERBRANKE  THBABE_Z—FK
“EEE+ A=+ -RIFERERS

EAREBEABEESR(ER),BR

BREXR(EER) B DREAQGRE AREERE
#9144,913,000/ T (= —ZF : J& 7 489,279,000
W) RAFED BT L BR 2 METFHEHLD
4,105,916,000% (=Z —ZF : 493,816,044,000% ) 51
§ o

BRTERBEELAARBEVE  MHE_T—F
ToAZtT - ALEFEZ SR RASNERER
&8 -
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9.

10.

11.

12,

Income Tax Expense (continued)

As at 31st December, 2011, the Group has unused
tax losses of approximately HK$388,470,000 (2010:
approximately HK$180,287,000) 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, 2011 (2010: Nil).

(Loss)/Profit for the Year Attributable to the
Owners of the Company

Of the consolidated loss attributable to the owners of the
Company of approximately HK$144,913,000 (2010: profit
of approximately HK$89,279,000), a loss of approximately
HK$213,276,000 (2010: profit of approximately
HK$69,594,000) 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 years
ended 31st December, 2011 and 2010.

(Loss)/Earnings per Share Attributable to the
Owners of the Company

The calculation of basic (loss)/earnings per share is based
on the loss attributable to the owners of the Company
of approximately HK$144,913,000 (2010: profit of
approximately HK$89,279,000) and on the weighted
average number of approximately 4,105,916,000 (2010:
approximately 3,816,044,000) ordinary shares in issue
during the year.

Diluted loss per share for the year ended 31st December,
2011 is the same as the basic loss per share as the impact
of the exercise of the warrant was anti-dilutive.
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12,

EAREEAREESR(EE),BF(E)

HE_Z-—ZF+_A=+—HLLFE SREIEF
THIRIE AN A R A FEAG #9585 514989,279,0007 7T 2
REEHRAREFECESLRRYEELAREZE
BT E B 2 INFE 19 $0493,989,809,000/% 5+ & -

AN AR S IR T8 (B518), BAI TR
TRIEHY -

12

(Loss)/Earnings per Share Attributable to the
Owners of the Company (continued)

The calculation of diluted earnings per share for the
year ended 31st December, 2010 was based on the
adjusted profit attributable to the owners of the Company
of approximately HK$89,279,000 and on the weighted
average number of approximately 3,989,809,000 ordinary
shares outstanding during the year, after adjusting for the
effect of dilutive potential ordinary shares for warrants.

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

2011 2010
—g——F —F—F4F
HK$°000 HK$'000
FET BT
(Loss)/earnings
(E18), &R
(Loss)/earnings for the purpose of basic (loss)/earnings per share
attributable to the owners of the Company
R ESRER(EER), /B2 R AREA AERIEAFE (EB),HF (144,913) 89,279
Adjustments to (loss)/earnings in respect of the effect of dilutive potential
ordinary shares arising from warrants of the Company
BANARREBEE SR TLRREEME (BR) BIEL 2 A% - -
(Loss)/earnings for the purpose of diluted (loss)/earnings per share
RSt E SRS (B18), &F 2 (B18), BF (144,913) 89,279

HIRERRAH Ll
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12

(Loss)/Earnings per Share Attributable to the
Owners of the Company (continued)

2011 2010
—=E——fF —EEF
’000 ’000
TR i
Number of shares
ROEE
Weighted average number of ordinary shares for the purpose of
basic (loss)/earnings per share
AU EERER(ER),/BF 2 TR NETFHE 4,105,916 3,816,044
Effect of dilutive potential ordinary shares for warrants
R BT RR 2 - 178,765
Weighted average number of ordinary shares for the purpose of
diluted (loss)/earnings per share
A EEREE (B18) /&R 2 @Rk T & 4,105,916 3,989,809

13. EERIFEX(BEEE#HE)

13.

Employee Benefit Expense (including Directors’

Emoluments)

2011 2010
—2-—-&  -T-%F
HK$°000 HK$'000
FHET FET
Basic salaries
EX#HS 2,814 2,307
Contributions to defined contribution plan
TERRFGT R 90 90
Discretionary bonuses
YIS TEAL - 903
2,904 3,300

78 SHK Hong Kong Industries Limited
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14. EEMEeRLERSFHALTHE 14. Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments
141 E=E=ME 14.1  Directors’ emoluments
2ffskENEESZMES T The emoluments paid or payable to the Directors
were as follows:
Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits contributions fee Total
Fek BRI
=W HAh @ F SRR ®Be HBER
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHET FHET FTHET
2011
=F——F
Executive Directors
HITEF
Warren Lee Wa Lun (Chairman)
FEM(EE) 20 2,500 90 - 2,610
Mark Wong Tai Chun
BN 20 = = = 20
Non-Executive Directors
FHHITEE
Arthur George Dew
WA 70 - - - 70
Peter Lee Yip Wah
TR 20 - - - 20
Independent Non-Executive Directors
IR TEE
Ambrose So Shu Fai
i 20 - - - 20
Albert Ho
AT HRAR 120 - - - 120
Louie Chun Kit
BRLE 25 - - - 25
295 2,500 90 - 2,885

WEELLR-F—FEMA+ - AREALAE
% o T ——£ 1A+ AARRRERTE
EAELIEARE T FF+—A=t+-ALF

EWEVERHIES SR 419,000 7T °

Ms. Lam Tak Yee resigned as Director of the Company
on 12th April, 2010. Shareholders of the Company
approved her entitlement to receive a director’s fee
of approximately HK$19,000 for the year ended 31st
December, 2010 in the annual general meeting on
26th May, 2011.

HIRERRAT
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14. EEMEREEZESHEMALTHMES(Z) 14. Directors’ Emoluments and Five Highest Paid
Individual’s Emoluments (continued)
141 EE@ME(E) 14.1  Directors’ emoluments (continued)
Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits  contributions fee Total
ek RRET
E=Me EAtn iz A PRI ®"e k)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FAT FAET FHET FAT FAT
2010
—E-EF
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
FEMEE) 20 1,950 90 903 2,963
Mark Wong Tai Chun
TR 20 - - - 20
Non-Executive Directors
HPiTEE
Arthur George Dew
EEE 70 - - - 70
Peter Lee Yip Wah
FHE 20 - - - 20
Independent Non-Executive Directors
BUHBTEE
Ambrose So Shu Fai
oy 20 - = = 20
Albert Ho
AR AR 120 - - - 120
Lam Tak Yee (resigned on 12th April,
2010)
MEERZZE-—FTFNA+=H
BHI) 70 = = = 70
Louie Chun Kit# (appointed on
26th August, 2010)
BREHRZE—ZFNAZTH
BEE) = = = = =
340 1,950 90 903 3,283
# R-ZE——FR A +/"AERATIKREER # Shareholders of the Company approved Mr.

RBFAE LHAEERRELELEBE_T—F
FH_A=+—HILFERRESNESH
©#925,000% 7T °

RAFEAL BT LI BFEESHRELAE
MEEFHE -

R EREERAEEBUL_T-TF
T A=+ —HZHABHRATENNE B
METE °

80 SHK Hong Kong Industries Limited

Louie Chun Kit’s entitlement to receive a
director’s fee of approximately HK$25,000 for the
year ended 31st December, 2010 in the annual
general meeting on 26th May, 2011.

There was no arrangement under which a Director
waived or agreed to waive any remuneration during
the year.

Incentive fee for 2010 was determined at a
percentage of the profit before income tax of the
Group for the year ended 31st December, 2010.
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14.

15.

ESMERLBREHFMALHME(E)

142 HBNUESEFMAL
AEEAEEANGSTFMATBERARES
—E-TF: 1F) HeEekBELLS
A e

RBE-FT——FR_T-FF+_A=1+—HLFE
N AREYERESHESHFALNNE - RN
AR AR EE 1R 2 B R (E -

KB ARIRE YR (R)KEQRFKIE

14.

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

14.2  Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included five (2010:
five) Directors whose emoluments are reflected in
the analysis presented above.

During the years ended 31st December, 2011 and 2010,
no emoluments were paid by the Group to the Directors or
highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.

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

AT COMPANY
2011 2010
—B——fF —T-TF
HK$’000 HK$'000
FET BT
Unlisted shares, at cost
FELMARMG - R 1,503 1,503
Less: Impairment loss recognised
L B HERAERLEE (103) (103)
1,400 1,400
Amounts due from subsidiaries
FEUSPR B A Rl IE 1,562,689 1,577,198
Less: Impairment loss recognised
A B RER R ESIE (517,571) (312,597)
Portion due within one year included under current assets
FIERENE B 2 —FNEBRER 15 1,045,118 1,264,601
Amounts due to subsidiaries, due within one year included under current liabilities
ERBIBE 2 —FAEE 2 RWE A RFHIE (1,380) (1,388)

U (ROMBRRAZREREER  RENERERE
B2 - Bt - BERBEOBERRPEE(AFE)

The amounts due from/(to) subsidiaries are unsecured,

interest free and repayable on demand. Accordingly, the
amounts are classified as current assets/(liabilities).

HIRERRAH 81
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15. RHBARRE Y (X)KMBRIREE) 15. Investments in Subsidiaries/Amounts due
from/(to) Subsidiaries (continued)

NE (&) COMPANY (continued)
NTAITEMNBRATN -_E—F+-_A=1+—H2: Particulars of the principal subsidiaries at 31st December,
1% 2011 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
NAER HMAL EEhE BRIRAFE FARREZERTREENRL TEEH

Directly Indirectly
HE R
2011 2010 2011 2010

=$——F -2-3F %% “2-3F

Capital Sharp Investment Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
Limited HK$1 each
ERRERRAA B 2B - RERR
SREAEAT
CMS Investments Limited Hong Kong 1 ordinary share of 100% 100% - - Investment holding
HK$0.01
Bk 1RERER - REER
ABE0OIET
The Hong Kong Equity Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
Guarantee Corporation HK$1 each
Limited Bl WERR - RERR
BREETET
Long Rainbow Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
RAEERAR B 2L - RERR
BREEIET
Long Set Investments Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
Limited HK$1 each
PAREBRAR Bk MRERR - REER
BREBIAT
Long Resources Limited Hong Kong 2 ordinary shares of 100% 100% - - Investment holding
HK$1 each
BRERAR B WERR - RERR
BREEET
Charm Force Investment Hong Kong 18,155,000 - - 57% 57% Investment holding
Limited ordinary shares of
HK$1 each
BHREER AR i 18,155,000 RERR
PR R -
SREEIET
BEEERA  ERIEZARANBAREARNER 2K The above table lists the subsidiaries of the Company
FEEEFEEFENENEEFEZEERMD - EES which, in the opinion of the Directors, principally affected
SRA  JHEMMEARFERERERBNITE 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.

82 SHK Hong Kong Industries Limited
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16. REZEARIER 16. Interests in Associates
£5 GROUP
2011 2010
—g——%F —T-TF
HK$’000 HK$’000
FE T FAT
Share of net assets
SMEEEFE 2,509 3,267
Goodwill
[EES 50,852 50,852
53,361 54,119
Less: Impairment loss
W FERRETE (44,663) (35,964)
8,698 18,155
N-E——F+-_A=+—H " FrEE=2 " AI LtH Particulars of the associates, all of which are unlisted, at
REZRWNT : 31st December, 2011 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
HECRTRG
BENAER Zi#E EMRIER TEER KB RAEE AARBEEARGRAER
2011 2010 2011 2010

“Z—-% -—E-Zf —E--§ "ZT-Ef

Oriental Cashmere Limited 2,000 ordinary shares  British Virgin Islands ~ Manufacturing and trading 25% 25%
of USD1 each of cashmere products
2,0000Z B - RERLES FRERLENES
BREEIET
Learning Ark Holdings 35,136 ordinary shares  British Virgin Islands  Provision of online 26% 26%
Limited of USD0.01 each education services
35,136 REBR -  HBELEHES R SHE IR
BREBOIET

25% 25%

15% 15%

EREARZHERSEAT A=A

All associates have a reporting date of 31st December.
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16. REELNTER(E) 16. Interests in Associates (continued)
£®(&) GROUP (continued)
BEAEEEOHE N TS 2B ER - IBES The summarised financial information in respect of the
PN interests in associates attributable to the Group is set out
below:
2011 2010
=%  -T-TH
HK$’000 HK$’000
FHET THETT
Total assets
BERRE 39,217 42,629
Total liabilities
BERTE (72,521) (76,245)
Revenue
WA 28,997 25,440
Loss for the year
REFEEE (404) (3,105)
AEFEBWEEAHEEGEREBEANTIEBZ EAHAE The Group has not incurred any contingent liabilities or
Bk E A AIE o other commitments relating to its investments in associates.
84 SHK Hong Kong Industries Limited
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17. OHEERBEE 17.  Available-for-sale Financial Assets
L GROUP
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FE T FAT
Non-current
JEMED
Listed equity and/or debt securities (Note 17.1 and 17.2)
ETRRA R ERES (171 k17.2) 198,601 461,322
Unlisted equity securities, at fair value
FELEMRAFS - BATE 24,388 37,396
Unlisted debt securities (Note 17.2)
JE FmERES (H5E17.2) - 22,855
222,989 521,573
Current
B
Listed debt securities (Note 17.1 and 17.2)
EmEBES(ME17.1%17.2) 262,047 -
Total
BEE 485,036 521,573

ZEFEF A TECENFES2.7 2 58 - AHEE
MBEEA T EREHE -

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:

2011 2010
—E——f —E-TF
HK$’000 HK$’000
FExT FHTT
United States dollar (“‘USD”)
== 485,036 408,057
HK$
BT - 52,523
Renminbi (‘RMB?)
AR - 10,870
British pound (“GBP”)
B - 50,123
485,036 521,573
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17. TAIHBERBEEE)
S8 (E)
171 LEHRAR SHEKES

HE-_Z-—ZF+_A=+—HLEFERN
& — T8 8 5 A AR B BR B 249 14,156,000
BIZEARIHERES  EHEREFY
A4,507,000/87C - ZIEHERSENEF L
BHAZHERERIBR EREEEE -
EHEECBMBERBHEKANE ZERABY
38,372,000/ T2 #H A E R HEBES (REH
HHEH - ATFEXA48,332,000/8 T ) WIEHEAE
FIHBERIET o B AT HEEHER -

HEZZT——F+=-A=1+—HIFE For the year ended 31st December, 2011

17.

Available-for-sale Financial Assets (continued)

GROUP (continued)

1741

Listed equity and/or debt securities

During the year ended 31st December, 2010, held-
to-maturity debt securities at amortised cost of
approximately HK$14,156,000 were disposed of
at a profit of approximately HK$4,507,000. 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.

2011 2010
—E——fF —E-EF
HK$’000 HK$'000
FHET FAT
Non-current
FERB
Listed equity and/or debt securities
FTRAR, R ERES
— Listed in Hong Kong
—&HEL™ 15,209 36,693
— Listed outside Hong Kong
— BB T 183,392 424,629
198,601 461,322
Current
B
Listed debt securities
FHERES
— Listed outside Hong Kong
— BB ET 262,047 =
460,648 461,322
Market value of listed equity and/or debt securities
FRRAR, R EBESZTE 460,648 461,322

E B EERAS Y RERREE R 28
R

EHFRAZ S 2 A TFED2EBRTSNEBE
B ZHEsEEE -

86 SHK Hong Kong Industries Limited

These financial assets are subject to financial risk
exposure in term of price and currency risks.

Fair values of the listed equity securities have been
determined by reference to their quoted bid prices
at the reporting date in an active market.
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17.

AHHENBEEE)

&£m(E)

17.2

ik EHERES

E R EMERRE S 2 A FETIZA T
ZHERAMETE

AEERFEZRAATABREIREES © K
BEFRERRES D RMEMAKESD  BF
i MR - ARBECHESBOOER
A ERBEERRERD O BRITESR
TA-

B HERMERZIERBRNT

@i B EMEE

BEHFIDRIBERBIRAFERER
FER B EREE 2 A FEEETEL
EERERER  HEEZIAEL -R®
—E——F+Z/A=+—8  BFIHEH
2 N F{EH) 5460,648,0008 T (—F—
TE  %)5469,204,000/87T) ¢+t JHIE
Bk WM B2 AKRRERER
BeaNETZRAEMTE » Bk ks
EN2REEBRAZTAEE - R=F
——F+-_A=+—H8 BFHFHZE
BRENF053%E26.18%(—F—F
F:NFEOT6%E11.73%) ° BEHIL
B2 AV ED BB EEGEMEET
BERAR(EEZNEDER °

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 option 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, 2011, the fair
value of the debt element is approximately
HK$460,648,000 (2010: approximately
HK$469,204,000) 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,
2011 ranging from 0.53% to 26.18%
(2010: ranging from 0.76% to 11.73%).
The fair values of the debt element have
been determined by a firm of independent
professional valuers, Greater China
Appraisal Limited (“GCA”).
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AHEEMBEEE)

S8 (E)

17.2

EWRFETEREEE)

(ii)

PTET AR hE

ITET AN VAR BZ A FERER
KB ERE R 2 A THERZPFE
RIBEEHER

HETEREBERIBRBRESNITET
BEMET 2 EE  2ERAT AR
fEARA « ZBA 2 ERBAARES
EET(ZE—ZTF  NTF2028TE
14.60/870) @ TEHIEB)1E25.91% (==
— 4  NF27.07%%E53.84%)  HEE,
bt &0.20% (=B —FE : 1F0.45%
£1.18%) ' R HRHE2.34F (ZF—F
F N1 455 E3.4346F) - RIEHRE
WEHEOB(ZE—FF : NTF240% %
5.19%) °

HETEREZENITETARBHETZ
fH1E - 2E B THull-Whitet& &) o 3218
Bz EREABYEBER0B(ZE
—ZF :003) EHREN T2.75%
E2244%(ZF—FF : NF019%E
0.48%) * RAEHAFIE K EHE0.01(=F
—ZFF:001)°

R-_ZE—FTF+-_RA=+—0 " HE
FoREEHFREREEROITET A
T2 1B - B/E B T Vasicekid
Ao ZIER 2 BREAEZREATN T
0.33%2.36 © KEIFHFEN T4.50%
£518% ' KAHFEN F401% =
4.18% o

TETABNZAHECABYERMG
EEMEENEETE °

SHK Hong Kong Industries Limited

17.

Available-for-sale Financial Assets (continued)

GROUP (continued)

17.2

Listed and unlisted debt securities (continued)

(ii)

Valuation of derivative element

The derivative element is recognised at fair
value at initial recognition and subsequent
measurement with fair value change at
each reporting date recognised in profit or
loss.

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 of
HKS$nil (2010: ranging from HK$2.92 to
HK$14.60), expected volatility 25.91%
(2010: ranging from 27.07% to 53.84%),
risk free rate 0.29% (2010: ranging from
0.45% to 1.18%), time to maturity 2.34
years (2010: ranging from 1.45 years to
3.43 years), and expected dividend yield of
0% (2010: ranging from 2.40% to 5.19%).

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
(2010: 0.03), default intensity ranging from
2.75% to 22.44% (2010: ranging from
0.19% to 9.48%) and short rate volatility of
0.01 (2010: 0.01).

As at 31st December, 2010, Vasicek Term
Structure Model was 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, long-term mean
interest rate ranging from 4.50% to 5.18%,
and current interest rate ranging from
4.01% to 4.18%.

The fair values of the derivative element
have been determined by a firm of
independent professional valuers, GCA.
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18. HtEWRKRBENRIE 18.  Other Receivables and Prepayment
GROUP COMPANY
58 A
2011 2010 2011 2010
—B——F —E-EF —EB——F —ETEF
HK$’000 HK$’000 HK$’000 HK$’000
THET FET TFHE T T
Other receivables
Hfth e IR 7,784 - 1 -
Prepayment
TR FIA 449 461 449 461
8,233 461 450 461
19. BY(R)—HEEEMELARE, —BERATR  19.  Amounts due from/(to) a Fellow Subsidiary/a
H Holding Company
EERAR GROUP AND COMPANY
FE—ERARBATIIEAEEIF s KENESRK The amount due from a fellow subsidiary was unsecured,
FFEE - interest bearing and repayable on demand.
R—EREMEB AR R —EERA R IE AMEEE - ¢ The amounts due to a fellow subsidiary and a holding
B RBREREERER - company were unsecured, interest free and repayable on
demand.
20. BATEIERETEZEEESHIEESE 20. Financial Assets at Fair Value Through Profit or
Loss
g GROUP
2011 2010
=F——F —E—FF
HK$’000 HK$'000
FHET FET
Equity securities held for trading
REFER ZIRAFE 5
— Listed in Hong Kong
— BB LT 270,605 725,361
— Listed outside Hong Kong
— BB LT 68,669 80,602
Market value of listed securities
RS E 339,274 805,963
Conversion options embedded in convertible bonds (Note 17.2)
AR EFH 2 PTIR AR HR R (T 5E17.2) - 5,630
Unlisted warrants (Note 20.1)
I T ERARAERE (M15520.1) 187 2,154
339,461 813,747
HIREBRAHE 89
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20. BAFEVEREESZSEEECHEEEZ) 20. Financial Assets at Fair Value Through Profit or
Loss (continued)
£®(&) GROUP (continued)
BN ESNELNEEREERE B EENT St Financial assets at fair value through profit or loss are
g : denominated in the following currencies:
2011 2010
—=E——fF —EEF
HK$’000 HK$’000
FET FAT
HK$
BT 270,605 729,817
Malaysian ringgit (“MYR”)
HRm D E R (D 28,530 29,283
New Taiwan dollar (“NTD”)
e 26,743 17,417
UsD
E7T 5,725 24,272
Australian dollar (“AUD”)
BT 4,479 5,814
Japanese yen (“JP¥”)
H 3,379 5,970
RMB
AREE - 1,174
339,461 813,747
BB EESEAIEESE - The above financial assets are classified as held for trading.
ZET A AT ERERM32. 755251 & Fair values for these instruments have been measured as
described in Note 32.7.
FHRAES M ARBRRES AR EARE R IE E T Listed equity securities, conversion options embedded
RBRE AT S R ER R E R SR o in convertible bonds and unlisted warrants are subject to
financial risk exposure in term of price and currency risks.
a0 SHK Hong Kong Industries Limited
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BRATFEIEREESRERE HBEEE)

20.

£®/(E)
20.1 FFLETRRER

R-EBE——F+-A=+—0  BREEZ*
TIEFRNT -

20.

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

GROUP (continued)

20.1

Unlisted warrants

As at 31st December, 2011, the major terms of the
warrants are as follows:

Notional amount Number of options Maturity Underlying stock
EREE BREHE B HHBAR R

JP¥’000

THE

190,065 60,000 2nd July, 2012 Asia Alliance Holdings Co.,

—F—=

—Ft+HA=H

Ltd. (“Asia Alliance”)
Asia Alliance Holdings Co.,
Ltd. (“Asia Alliance”)

JELMRREEZ AFED BB EEMHER
ZEFEFA_EAAETERIELET -
BAZEBER FEHEREREIOAER(ZE
—ZF  13AE) - BEHESBHE(ZE—F
F 45H[E]) - BIERNEOSF(ZE—TF 1 1.5
F) - HIE57.49% (=T —ZF 1 84.79%) - £
BBRERAR(ZE—ZFF : 0.15%) R ERF
57.54%(=ZF—FF : 57.54%) °

Fair values for the unlisted warrants have been
determined 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¥19 (2010: JP¥13), strike price
of JP¥45 (2010: JP¥45), time to maturity of 0.5
year (2010: 1.5 years), volatility of 57.49% (2010:
84.79%), risk free rate of 0.1% (2010: 0.15%) and
dilutive factor of 57.54% (2010: 57.54%).
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21. HthBERHIFER 21.  Other Restricted Deposit Paid
&8 GROUP
R-ZE——F+=-HA=+—B1F19,062,0008 T2 % As at 31st December, 2011, the deposit of HK$19,062,000
e mikiE  EAEERERBPA L (MIEEes) 2 i o was paid to financial institutions to secure settlement for the
equity forward contracts (Note 25).
22. BELRBELZEY 22. Cash and Cash Equivalents
GROUP COMPANY
58 A
2011 2010 2011 2010
—g——& —T-TE % —T-TF
HK$’000 HK$'000 HK$’000 HK$'000
FHET FAT FET FAET
Cash on hand and at banks and
other financial institutions
FRRIR ® RIRITRE M S BT R 1,082 6,192 255 460
Short-term time deposits
72 HAE Bt R 215,550 17,438 224 5,813
216,632 23,630 479 6,273
Less: Pledged bank deposits
A RITHEIRE R - (1,497) - -
Cash and cash equivalents
ReERRLEEY 216,632 22,133 479 6,273
REERARAZHEGRACEEBMBRIEUNESAE Included in cash and cash equivalents of the Group and the
(L2385 Bl £298,000/ T ( —ZE—=Z4F : 6,721,000 Company is HK$298,000 (2010: HK$6,721,000) and HK$nil
BIT) REEIL(ZE—FF ¢ 3,339,000 7T) - KT (2010: HK$3,339,000) of bank balances denominated in
—FRZFT-TFF+_A=1+—H  AEBERAEARQFA USD respectively. The Group and the Company did not
I A ERINE R have significant exposure to foreign currency risk at 31st
December, 2011 and 2010.
R-ZTE—ZFF+-A=+—8 ' BI171F1,497,000/% As at 31st December, 2010, the bank deposits of
7T H 1,053,000 TAER RBA - BEHT—H HK$1,497,000, of which HK$1,053,000 was denominated
CREE  (ERTEERREERE (B AMG24IE in USD, were pledged to a financial institution to secure
W) Z ;I o borrowing facilities granted to the Group, which were
included as “Borrowings” in Note 24.
92 SHK Hong Kong Industries Limited
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23. HttESFZRESER 23.  Other Payables and Accrued Expenses
GROUP COMPANY
£E AT
2011 2010 2011 2010
- —EF e —E-E
HK$°000 HK$'000 HK$’000 HK$'000
THET BT FHET THETT
Other payables and accrued expenses
H S R FERT B 1,055 1,611 1,016 1,571
2HEEATH - FNANEE RN T Z HibESE & All amounts are short term and hence the carrying amounts
EEE A EEEEEATEMAE - of the Group’s and the Company’s other payables and
accrued expenses are considered to be a reasonable
approximation of fair value.
24. B3 24. Borrowings
£H GROUP
2011 2010
—E——F —T-FF
HK$’000 HK$’000
FHET FHTT
Bank loans repayable within one year
—FERNEEZRITER - 23,410

RZFE—ZTF+-A=+—08  ZBRTERAEET
BERMEEFRE157% - ZBRTEREHE TEMEY
39,062,000/ 7T 2 [ A7 % + BRI {E 49107,083,0007%8
T2 EEEFRRANLTE T A KR 41,497,0008 T2
SRITIF IR ©

As at 31st December, 2010, the bank loan was
denominated in GBP and bore interest at rate of 1.57%
per annum. The bank loan was secured by certain
equity securities with carrying value of approximately
HK$39,062,000, debt securities and embedded derivatives
with carrying value of approximately HK$107,083,000 and
bank deposits of approximately HK$1,497,000.
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25. BRAVEIEREEREEECHEEE 25.  Financial Liabilities at Fair Value Through Profit
or Loss
£H GROUP
2011 2010
—=E——fF —EEF
HK$’000 HK$’000
FET FAT
Derivative financial instruments
TESHRIA
— Call options embedded in bonds and notes (Note 17.2)
- RABEFLREZ AT B O (HiE17.2) 11,404 68,712
— Equity forward contracts
- REEHAL 1,064 -
12,468 68,712
IRAFEYEREBRERE Y MR aEN TS S Financial liabilities at fair value through profit or loss are
& denominated in the following currencies:
2011 2010
—B——F —EFF
HK$’000 HK$'000
FExT FAT
Usb
ET 11,404 47,574
HK$
BT 1,064 -
GBP
g - 21,138
12,468 68,712
ZRERIA YR BE T REEEL312,000/8 T2 A The equity forward contracts were secured by certain equity
B - BRME{EHXI53,034,000/8 T 2 EI5EH KB ARLT securities with carrying value of approximately HK$312,000,
A4 T B K #719,062,00078 7T SR1T1FZE 3 o debt securities and embedded derivatives with carrying
value of approximately HK$53,034,000 and bank deposits
of approximately HK$19,062,000.
94 SHK Hong Kong Industries Limited
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25. BRAVEIIRRERSREEZMBEEE)

£m(E)

BIF—Z——F+-A=+—R0 BREEHHZIZ

R

Notional principal

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

GROUP (continued)

As at 31st December, 2011, the major terms of the equity
forward contracts are as follows:

amount outstanding Maturity Underlying stock

BERATALEH = HERE

HK$ " 000

FET

A 4,577 1st November, 2012 New World Development Company Limited
—E——F+—-HA—H it ABERER AT

B 4,202 1st November, 2012 China Unicom (Hong Kong) Limited (“China Unicom”)
—T——F+—H—H PR S ERBE(EE ROBRAR(HEEE])

C 4,461 2nd November, 2012 Sun Hung Kai Properties Limited
—E-—F+—-HA=H EEMEERER AT

D 8,830 5th November, 2012 iShares FTSE A50 China Index ETF
—E——-f+—AHAA iShares %18 = RFAS0H B F8 EIETF

E 9,134 5th November, 2012 AIA Group Limited (“AlA Group”)
—ZE——F+—HARR RARBIERAER 2B ([ RFBRR])

F 4,549 5th November, 2012 AIA Group
—ET——F+—HAH RFRKR

G 9,077 5th November, 2012 China Life Insurance Company Limited (“China Life”)
—T——#+—HAH FREASRBRHARAB(HBEAR])

H 4,534 5th November, 2012 China Life
—T——F+—HAA FEAE

9,196 2nd November, 2012 China Mobile Limited

—T——F+—HZH FEBEERAT

J 9,101 5th November, 2012 Anhui Conch Cement Company Limited (“Anhui Conch”)
—T——_%+—HAH RGO BR A BN ([ RIGIZ])

K 4,486 5th November, 2012 China Unicom
—E——F+—HAAAR Hh Bt

L 9,078 5th November, 2012 Ping An Insurance (Group) Company of China, Ltd. (“Ping An”)
—E——F+—HAAR T RRE (RE) RO BRAR(THEFR])

M 9,106 7th November, 2012 Anhui Conch
—E——-F+—H+£AR ZHRIGIR

N 18,068 7th November, 2012 Hong Kong Exchanges and Clearing Limited
—E——F4+HtAR BEARG MERMBR AT

O 8,933 7th November, 2012 China Life
—EF— G — A8 HEAS

RO 083 8th November, 2012 Ping An
—FE—=F+—HNH T2

Q 4,628 9th November, 2012 Ping An
—Ey=EFt+3HNA T2

R 4,558 9th November, 2012 China Life
= — = EDaNE] ENC
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25. BAFEVEREESEEECHEEE(E) 25.  Financial Liabilities at Fair Value Through Profit
or Loss (continued)
£m|(E) GROUP (continued)
BIEANES  REBAERIERE—F 22 HEKRIK Under the terms of the contracts, the Group is obligated
BER AN 7 BN - ZEES N TERVIIEEKA 5B to acquire the underlying shares of each contract at a
NEBWEZIETHRNEBILEEE BIRAEE - % forward price for a year long. The contracts require no initial
EAM T ITBERFISHIERIERME - KRAENHRELE cost. Pre-determined number of shares is accumulated
B  —HHEBEROHEARES|IZREIEE %50 TA to be acquired by the Group on a daily basis and they are
B o R HABRERR D 2 B AREBENERBIER - &K settled on monthly basis. The key terms of these contracts
EHEBWESEEETERRMOEE - incorporate knock-out and gearing properties. A knock-
out price is set for each contract, once the daily share
price of the underlying shares trigger the knock-out price,
the contract is closed out immediately. However, if the
daily share price of the underlying share falls below the
forward price, the Group has to acquire double of the pre-
determined daily number of shares.
RES A7 AT E iR ETEE E (HERAHestontE AL Fair values for the forward contracts have been determined
R BANFEGABIENT ¢ by a firm of professional valuers, GCA, by using the Heston
Model. The significant inputs into the model were as
follows:
Share price Fair value
as at as at
31st December, Forward Time to Risk-free Dividend 31st December,
2011 price maturity Volatility rate yield 2011
—E——F —E——F
+=A=+—8H +=ZA=+—8
ZRE EHE EIHAHARR ] mERE REKEE ZRFE
HK$ HK$ Year HK$’000
BT BT F FTHET
A 6.25 6.11 0.84 41.96% 0.47% 5.94% (414)
B 16.36 12.46 0.84 44.99% 0.47% 0.59% 41
C 97.00 80.58 0.84 34.04% 0.47% 3.44% 188
D 10.32 9.49 0.85 32.06% 0.47% 1.64% 81)
E 24.20 18.83 0.85 34.38% 0.47% 0.45% 455
B 24.20 18.87 0.85 34.33% 0.47% 0.45% 229
G 19.18 17.06 0.85 43.36% 0.47% 2.49% (227)
H 19.18 16.95 0.85 42.45% 0.47% 2.49% 97)
| 75.85 63.55 0.84 22.96% 0.47% 4.19% 319
J 23.00 20.53 0.85 57.11% 0.47% 1.04% (402)
K 16.36 12.80 0.85 43.89% 0.47% 0.59% 141
L 51.10 43.24 0.85 51.00% 0.47% 1.29% 41)
M 23.00 19.91 0.85 57.42% 0.48% 1.04% (279)
N 124.70 102.83 0.85 38.05% 0.48% 3.60% 466
O 19.18 17.70 0.85 43.52% 0.48% 2.49% (481)
= 51,10 45.72 0.86 50.48% 0.48% 1.29% (410)
Q 51.10 46.03 0.86 50.43% 0.48% 1.29% (215)
R 19.18 17.76 0.86 43.09% 0.48% 2.49% (256)
(1,064)
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25. BRATVEIEREEZREEECHMEEE(E) 25.  Financial Liabilities at Fair Value Through Profit
or Loss (continued)
E-16-)) GROUP (continued)
FR RN FEEE1,064,000/8 T 2R ERER © During the year, net fair value loss of approximately
HK$1,064,000 has been recognised in profit or loss.
R-E——F+ - A=+—H iy EaEsEAeRHE The above financial instruments are classified as held
BE 2B EESAGEBRIEZHEERE o for trading as at 31st December, 2011. These financial
instruments are subject to financial risk exposure in term of
price risk.
26. A& 26. Share Capital
SERAA GROUP AND COMPANY
2011 2010
—B——F —E-EF
Number of Number of
shares HK$’000 shares HK$'000
R EE FET M E B BT
Authorised:
JETE
Ordinary shares of HK$0.1 each
GREBEAB T2 EBAR
At 1st January and 31st December
R—A—Bk+=ZA=+—H 7,000,000,000 700,000 7,000,000,000 700,000
Issued and fully paid:
BEITREE
Ordinary shares of HK$0.1 each
FREEAB T2 R
At 1st January
n—H—H 4,093,504,791 409,350 3,738,789,813 373,879
Exercise of warrants
TT{ERIAERE 18,199,529 1,820 354,714,978 35,471
At 31st December
®n+=-—A=+—8 4,111,704,320 411,170 4,098,504,791 409,350
HIREBRAHE 97
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26.

27.

98

BRA (&) 26.
SERAT(E)
EARRBR_ZETNF=Z A A RITHERIRER

gtk $ B2 BER (TR Db TR sERE ([ —
T——FRBEE])  TE-TTNAFHA=-—T=AZE
“E—FNA-T - H(BRERMR)ITR - BES
RENRERMN_TTNF=A - +MA 2 HEkHE
%% T ——FRRMEE - Bt RBEFITHRIE
FHERE RN REE SO 15%77:(7%%3]3%)[‘1

h%%ﬁw3%4wmﬂ*f—— RARHERE
FR 18,199,529 ( =T —ZTF : 354,714,978) 10 —

T ——FRREBCEEROIB L2 RBEHLRA
18,199,529( —ZF—Z4F : 354,714,978 ) IR EiBA% - 5
Tumzwﬁ:“ —FRREEFEEN T ——FNA
ZtZHE®R RZZE—ZEF+ZA=1+—H HEA
wam7%ﬁ:x R R BT BB ERTT
ﬁ&ﬁ*ﬂﬁzwh%ﬁhaﬁ% 718,674, 746X B 5
HXT wu\ﬁ%ﬁﬁm /\y%/]‘] 867 OOO/%TE °

Ex] 27.

%M

REEZ FEFBERERNANFERBEFE 2 EHIF
R RAREIAEEFEBAZFAEBEBRET -

IRADEE R A4 E

R i (B PR I B ANBE Ol (st 5 2 FE B 0 B2 B A1 B HE)
FABBIE N FAHIFIRE ©

BEXRBAREE
REBFEARKME - FEBRINHE ) 2 BEES K

AR - ARSREE N R TS —E T B B 58 2 & E A
EEREXIRIER 2 HRHES

REEMRE
RASMREREIRLEMBEEEZ A HEES -

SHK Hong Kong Industries Limited

Share Capital (continued)
GROUP AND COMPANY (continued)

At the extraordinary general meeting of the Company held
on 24th March, 2009, the shareholders of the Company (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, 18,199,529 units (2010: 354,714,978
units) of 2011 Warrants were converted into 18,199,529
(2010: 354,714,978) ordinary shares at a subscription
price of HK$0.1 per share. The remaining 475,217 units
of 2011 Warrants expired on 22nd April, 2011. As at 31st
December, 2010, 18,674,746 units of 2011 Warrants were
outstanding and exercise in full of the outstanding warrants
would result in the issue of 18,674,746 additional shares
with an aggregate subscription value of approximately
HK$1,867,000.

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 34
to 35 of the financial statements.

Share premium and capital redemption reserve

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

Capital contribution reserve

Pursuant to the relevant laws and regulations in the
People’s Republic of China, except Hong Kong (the “PRC”),
a portion of the profits of a PRC entity controlled by the
Group’s associate has been transferred to reserve funds
which are restricted to use.

Investment revaluation reserve

Investment revaluation reserve represents changes in fair
value of available-for-sale financial assets.
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27. f#E(E) 27. Reserves (continued)
NG COMPANY
Retained
Capital earnings/
Share redemption (accumulated
premium reserve losses) Total
REBEF,
R RE EAREE F#E (REHR) B
HK$’000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FAT
At 1st January, 2010
—E-TF-A-AKE 487,776 20,032 265,302 773,110
Profit and total comprehensive income for the year
REm A R 2 E RS 85 - - 69,594 69,594
At 31st December, 2010 and 1st January, 2011
ZEEF+ A=t —HERZE—F
—A—R&E 487,776 20,032 334,896 842,704
Loss and total comprehensive expense
for the year
AEEEBEREMEREE - - (213,276) (213,276)
At 31st December, 2011
—E——F+-A=+—H&E 487,776 20,032 121,620 629,428
RZIEBE—F+—A=+—8  AQARAIHEI K TR The Company’s reserve available for distribution to the
NEER A2 #1EA121,620,0008 L (—Z 2 —ZTF - owners of the Company as at 31st December, 2011 is
334,896,000/ 7T ) Z (RE&EF - represented by retained earnings of HK$121,620,000 (2010:
HK$334,896,000).
28. AATRHEEAEGEEREERE 28. Net Asset Value per Share Attributable to the
Owners of the Company
£E GROUP
EREEFENBREBEACREEARGEEFEY The calculation of net asset value per share is based
1,055,229,000/8 T ( — T —ZF : 41,257,944,000/8 on the net assets attributable to the owners of the
TL)ER-ZZE——F+-_A=+—HZEBTZTER Company of approximately HK$1,055,229,000 (2010:
4,111,704,32004 (= —ZF :4,093,504,791%)71H - approximately HK$1,257,944,000) and 4,111,704,320
(2010: 4,093,504,791) ordinary shares in issue as at 31st
December, 2011.
29. BEIEREYN 29. Financial Guarantee Contracts

R-E——F+_A=+—08  ARFAELREEE
HER UH-—FH2EMNBEARERESHETBA
318,800,000/8 7L(=ZF —Z 4 : 555,500,000/ 70 ) 2 &t
E -RN_ZE—F+-_A=+—H ECHH@ME(Z
T—TF : B EHRIE23,400,00087T) °

As at 31st December, 2011, the Company has executed
guarantee to financial institutions to secure the facilities
available to a wholly-owned subsidiary in the amount not
exceeding HK$318.8 million (2010: HK$555.5 million). No
facilities (2010: facilities of HK$23.4 million) were utilised as
at 31st December, 2011.
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30. EBHEBEEALTZRNS 30. Related Party Transactions
MR HRAREMIMDFTIREN  REEREE T Save as those disclosed elsewhere in these financial
—FE+ - A=+—HItEFTZEREEBEA T X statements, significant related party transactions entered
S (HEh T (a) /MERRIE LR AIA T B ER into by the Group for the year ended 31st December,
EBRS)IT : 2011, of which (a) below also constitutes the discloseable
continuing connected transaction under the Listing Rules,
were:
(@) @
2011 2010
—=E——fF —E-TF
HK$’000 HK$ 000
FET FET
Yu Ming Investment Management Limited (“YMIM”)
B EEEFRAR([RBIREEE])
Management fee
EIRE A 17,672 17,722
Performance fee
RAIER - 12,291
RZZEZAFT+A=1+H ARFEBHE On 30th October, 2009, an investment
BEEE LR EEEHGR([IREEER management agreement (the “Investment
#ZD) YR ZETNFTA+—RERRR Management Agreement”) was entered into by
o RIBREERE NS RHREETERER the Company and YMIM, which was approved
PEESRITAEEZ El BEE  AMEA= by the Shareholders on 11th December, 2009.
T—ZEF—A—BAE-_ZT—=-F+-A=1+— Under the Investment Management Agreement,
H - B#BEAEEZARERAUFBEALA YMIM agreed to assist the Board with the day-to-
BHAZEEEEFEI %2 FERE(IRE day management of the Group from 1st January,
BEANEBEAGKE—BZARBEARRRHEEA 2010 to 31st December, 2012. YMIM is entitled
ZEBRZGEEEFECTFHEFNERRE to a management fee equal to 1.5% per annum
FHREYM) : RASEREE+=-A=+—H of the consolidated net asset value of the Group
thi—f FBARRBEAZLCERRAEE attributable to the owners of the Company,
FEBHARNINEHRETEZERNER calculated and payable in arrears on a quarterly
LEEMREFEFEBBBARREEALZ basis by reference to the arithmetical average of
RIS BEFEHSE 20% 2 BHER - 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.
100 SHK Hong Kong Industries Limited
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BEEBEALZRZ(E)

@)

(#)

RZE——F+-_A=+—0 ((\BHIREE
BAARNRZEERRBEEE 2 HEZEN
BAR(BMAEEEIFH71.83% (ZE—ZF :
72.183%) AN m B DR ) ¢ (VKA LEERAR
NEIRARECRAES k(i) FTEREE
BEANRRBHIGEERE  HKAES -

ot - AEBEARBRRETEZCHAES
B WEBRR—NANEF=ARBGLZEE
EEMEHERRKEEBZRATRRER
T 240% c AEERFBEBHIEEEERT Y
S F41832,000/8 L ( ZZF—ZF : 49745,0007%
TT) °

FRN - AEBE—FEAR—BHRARAMEITZ
= RA#) £62,862,00008 T (T —T4F ¢
#9169,054,000/87C) ° Z AR EAEE T A A
MNEZEBEABZERGBEEARENIZA
AleoRN_E——F+-A=1+—8 %Z=H>
BREFEA) A252,054,0008 TT( —TE—T4F ¢
#7169,309,0008 7T) « FAE R EHERZ R
BRBWMARBRAZEZE 2 BREHREE K
#719,270,000%8 70 (ZZ —Z 4 : #£9,700,000
VETL) °

ER - BAEBHBRARTFIEEREREE
BARGFTETZELRZHNBAELERYD
83,000/ 7C( =T —Z4 : #9128,000/7T) °

30.

Related Party Transactions (continued)

(@)

(continued)

As at 31st December, 2011, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
a substantial shareholder of the Company holding
71.83% (2010: 72.13%) interests in the share of the
Company; (i) Mr. Arthur George Dew was common
director of the Company and AGL; and (iii) Mr.
Warren Lee Wa Lun was common director of the
Company and YMIM.

The Group occupied office space of YMIM
and reimbursed to YMIM 40% of its office and
equipment expenses in accordance with the
investment management agreement dated on
5th March, 1997. The reimbursement for the year
payable to YMIM was approximately HK$832,000
(2010: approximately HK$745,000).

During the year, the Group further 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$62,862,000 (2010:
approximately HK$169,054,000). The net carrying
value of the notes as at 31st December, 2011
was approximately HK$252,054,000 (2010:
approximately HK$169,309,000). Interest
income from the notes and revaluation gain on
its embedded option totalling approximately
HK$19,270,000 (2010: approximately
HK$9,700,000) were recognised in profit or loss
during the year.

During the year, commission expenses of
approximately HK$83,000 (2010: approximately
HK$128,000) were charged by Sun Hung Kai
Investment Services Limited, a subsidiary of AGL,
for securities transactions entered into.

HIRERRAH 101



Annual Report 2011

51 7% < Ml &
NOTESTO T

HEZZT——F+=-A=1+—HIFE For the year ended 31st December, 2011

31. TKRERE

REBR - Z——F+ - A=+—BERSERENERE

EMEBTARREZFBIT

31. Top Ten Investments

Particulars of top ten investments of the Group as at

31st December, 2011, in terms of carrying value of the
respective investments, are set out as follows:

Carrying Market value/ Dividend
Number of Effective  book costupto fair value as at received/
shares held by shareholding  31st December,  31st December, receivable  Classification
Name of investment the Group interest 2011 2011 during the year  of financial assets
BE-E2--%  pIE--f%
AEE t-B=+-A +=B=t-B  £REW/
REEZR iz R E BRRE ZEERK 2mE/ATE ELRE HEEEER
HK$'000 HK$'000 HK$'000
ThR TAR TER
() Mulpha 2012 Zero Coupon Notes Not applicable  Not applicable 223916 252,054 - AFS (Note 1)/OEB (Note 3)
Mulpha 2012 ZE 215 TR TER AFS(fitit—)/ OEB
(Hit=)
(i) China Life - H Shares 2,334,550 0.03% 58,899 44,777 529  FVTPL (Note 2)
PEAS - HER FVIPL(Hf#Z)
(i) Kaisa Group Holding 2015 Notes Not applicable  Not applicable 40,122 40,679 - AFS (Note 1)/OEB (Note 3)
EREREER015EE TER TER AFS(#7zt—)/ OEB
(Hi=)
(iv)  Evergrande Real Estate 2015 Notes Not applicable ~ Not applicable 39,421 39,793 - AFS(Note 1)/OEB (Note 3)
[BAMEN15ZE TEA TER AFS(#i#—)/ OEB
(Wt=)
()  DutaLand Berhad 22,412,800 3.72% 60,203 28,531 - FVIPL (Note 2)
FVIPL(H=)
(vi)  First Steamship Company Limited 2,959,292 1.06% 29,662 26,743 202 FVTPL (Note 2)
ERABRAR FVIPL(Hi=)
(vi)  China Properties 2014 Notes Not applicable  Not applicable 24,7177 26,735 - AFS (Note 1)/OEB (Note 3)
China Properties 2014 Zi% TER TEA AFS(#fz#—)/ OEB
(Hit=)
(vii) - Modern Media Holdings Limited 8,340,000 1.90% 20,850 25,687 - FVIPL (Note 2)
BREFZRERAA FVIPL(A#=)
(ix)  Hong Kong Exchanges and Clearing 181,980 0.02% 26,349 22,693 1,028  FVIPL (Note 2)
Limited
BERHREBHERAR FIPL(f7=)
(X} Industrial and Commercial Bank of China 4,630,000 Less than 0.01% 24,813 21,344 1,331 FVIPL (Note 2)
Limited - H Shares
PEIBBIRABRAR-HR £180.01% RVIPL(Hi#=)
KiaF— : AFS - AIftHE Note 1:  AFS — Available-for-sale.
BfaE= : FVIPL - LAV EYR R EERREIE Note 2: FVTPL — Fair value through profit or loss.
HiiE=: OEB - B AE4REHE Z 8D 8 AR A FE58E Note 3: OEB - The options embedded in bonds and notes are

MERGEREECMBEERAR

102
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classified as financial assets and liabilities at fair value
through profit or loss.



B R R AR M EE

HEZZT——F+=-A=1+—HIFE For the year ended 31st December, 2011

31. TARREE)

31. Top Ten Investments (continued)

Carrying Market value/ Dividend
Number of Effective book cost up to fair value as at received/
shares held by shareholding 31st December, 31st December, receivable  Classification
Name of investment the Group interest 2010 2010 during the year  of financial assets
BE-T-ZF RZZ-%F
1458 tZA=+-B +zZA=t+-A EnEk/
RELR Fis 2 Rt 8 8 EIHE JEERE  2mE/ATE RS BEEERR
HK$'000 HK$'000 HK$'000
TATL FAT TR
() Mulpha 2012 Zero Coupon Notes Not applicable Not applicable 161,064 169,309 - AFS (Note 1)/OEB (Note 3)
Mulpha 2012 T2 TR TER AFS(firit—)/ OB
Hiz=)
(i) Agricultural Bank of China Limited 10,700,000  Less than 0.01% 39,876 41,623 - FVIPL (Note 2)
-H Shares
PERERTRIARLA - HR HR0.01% FVTPL(Hi#=)
(i) Hutchison Whampoa Limited 480,000 0.01% 32,637 38,448 86 FVTPL (Note 2)
NREBERAA FVIPL(H7i=)
(iv)  HSBC Holdings plc 476,803 Lessthan 0.01% 39,571 37,977 1,177 FVTPL (Note 2)
ELBRARAR HR0.01% FVTPL(Hi#=)
() PetroChina Company Limited - H Shares 3,400,000  Less than 0.01% 33,438 34,340 1,613 FVTPL (Note 2)
PERBRARROERAR - Hk HH0.01% FVTPL(f73E=)
(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
PEIRBIRAERAR - HR D10.01% FVIPL(#=)
(vi)  Sino Land Company Limited 2,066,000 0.04% 33,420 30,040 269 FVTPL (Note 2)
ENEEARAR FTPL(H#Z)
(vii) ~ China Properties 2014 Notes Not applicable Not applicable 22,29 29,607 - AFS (Note 1)/OEB (Note 3)
China Properties 2014 Zi TNER @R AFS(fi#z—)/ OEB
Hiz=)
(i) DutaLand Berhad 22,412,800 3.78% 60,203 29,284 - FVTPL (Note 2)
RTPL(i#=)
(x)  Barclays Bank Perpetual Bond Not applicable Not applicable 27,111 28,985 - AFS (Note 1)/OEB (Note 3)
Barclays Bank &f&% NER TER AFS(##—)/ OEB
Hi#t=)
MisF— : AFS-AItHE Note 1:  AFS - Available-for-sale.
HiaE=: FVTPL - IRATESR KB mREE Note 2:  FVTPL - Fair value through profit or loss.
K= : OEB - \r AMEH R EiE 7 HIHE S FE AR AT ET R Note 3: OEB - The options embedded in bonds and notes are

FERGREEMBEEREE

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

HIRERRAH 103



Annual Report 2011

51 7% i ak M B
NOTES TO TH

HE_ZT——F+=A=+— EIJJ:@J* For the year ended 31st December, 2011

TREREHE)

31.

104

U]

(i)

(iii)

Mulpha International Bhd (“Mulpha”)

Mulpha 53R P gp sE A2 » BRI 5 2K E8
DRFXHAEEME LM ° Mulpha L E I @
NEAEBREVEBERIIRE - BELRBER
EEMBRIEE -

HE-"Z——F+-A=+—BItHKEF
€ Mulphalfi e AE(R R IEEBIZE A BT A
178,800,000F % « BREARZF| A7.6651(L °
RZZE——F+=-A=+—8  MulphalEB A
JE(R R EEEIZ AT A 25 A3,007,700,000 5 # -

HEAS

FRIASRFABEMKY - HBROREBBR
FrEEtR B (AR5 - 02628) - HEIAS KA
MERRERETERERHERRE - Ehesd
BEAASRRE  BRASRRE - BRMNEE

& o
AA

HzE-_Z2——FhLA=Z+A8H1L
BASHEAB AEMGLREEZLE
1wwmmmAEm'§%%
059ANREE - W ——4F
FEASEEABRGEREEZRS
176,091,000,000 A R# ©

LSS
n>m*>+ﬂ =

SHSH

W

: + B Bk o

Bk m
It

EREEMZERERD A (MEKE]D

ERERHASRESEMKL - ERHNEEH
P EAR L (AR FX5E - 01638) » fEIKE R
EIMTE’AT&&%&Q? B MEER - MER
B PEE

BHE-FT——F+=-A=1+—HLETVEKRF
B EXREEBEABRGLBAEEXZEES TGN
£1,901,000,000 A R#& - FREXZF A
0IOANRE MR-BE——F+=-A=+—
B EXEBEEABLHACEXREERS
11,941,700,000 A FRH#E o
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31.

Top Ten Investments (continued)

@

(i)

(iii)

Mulpha International Bhd (“Mulpha”)

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

For the financial year ended 31st December, 2011,
the unaudited consolidated profit attributable to
owners of Mulpha was MYR178.8 million with basic
earnings per share of MYR7.66 sen. As at 31st
December, 2011, its unaudited consolidated equity
attributable to owners of Mulpha was MYR3,007.7
million.

China Life

China Life was incorporated in the PRC and its
shares are listed on the main board of Stock
Exchange of Hong Kong (stock code: 02628).
China Life and its subsidiaries are engaged in
provision of insurance services, which include
individual life insurance, group life insurance,
accident and health insurance in the PRC.

For the nine months ended 30th September, 2011,
the unaudited consolidated profit attributable to
owners of China Life was RMB16,717.0 million
with basic earnings per share of RMB0.59. As at
30th September, 2011, its unaudited consolidated
equity attributable to owners of China Life was
RMB176,091.0 million.

Kaisa Group Holding Ltd. (“Kaisa”)

Kaisa was incorporated in the Cayman Islands
and its shares are listed on the main board of
the Stock Exchange of Hong Kong (stock code:
01638). Kaisa and its subsidiaries are engaged in
investment holding, property development, property
investment and property management.

For the financial year ended 31st December, 2011,
the unaudited consolidated profit attributable to
owners of Kaisa was RMB1,901.0 million with
basic earnings per share of RMBO0.39. As at 31st
December, 2011, its unaudited consolidated equity
attributable to owners of Kaisa was RMB11,941.7
million.
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TARRE(E)

(iv)

v)

(vi)

BRiEEEERAT(EX]

BRRASEHEEMKL - HROHREBER
FrEAR B (AR5 - 03333)  BARREME
REAETBENHEREFWERE - WEKRE
%%%fi - WERR R EAE AR EAER

HE-Z—FXA=1THI~ER - BEAE
B AFEL R EEZER A & H A5,695,600,000
ARE  EREREFNAB0IBARE KR-ZT
——FEXA=Z+H BAEEABELEREEZ
4R A MERR B27,424,900,000 A R -

DutaLand Berhad (“DutalLand”)

DutaLandi 2R ZE s AL - AR A5 2Rk
FEEHFXHAEEMS LT ° DutaLand & H
MEBAREEHEMEETEREE B HE
B BEEER -

HE—ZT——F+-_A=+—BItXEAH -
DutaLand# B AE(h R EBER KA R A
400,0005% - SREREF]H0.065H Ml - A=
T——F+-A=+—8 ' DutaLand#HE AJE
1l RIS AL AR A #E 25 52851,700,00055 % -

s BAERAR(HEH])

BN REEMKIL - ERONEERBHFR S
B T (BRARSE - 2601TW) o st A& L
AEENELAREMEXBNEXMMER -

HE-_T——EFNA=TRHIEAEAR @ =ME
B AEEREEZERE 5 1 £529,600,000%T &
W GREABRNB1AFEME R_FB——
FNA=1H8  ZMEE ABIGAEEZES
RE%S 47,381,800,000%T & 14

31.

Top Ten Investments (continued)

(iv)

v)

(vi)

Evergrande Real Estate Group Limited
(“Evergrande”)

Evergrande was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock
code: 03333). Evergrande and its subsidiaries are
principally engaged in the property development,
property investment, property management,
property construction and other property
development related services in the PRC.

For the six month ended 30th June, 2011, the
unaudited consolidated profit attributable to owners
of Evergrande was RMB5,695.6 million with basic
earnings per share of RMB0.38. As at 30th June,
2011, its unaudited consolidated equity attributable
to owners of Evergrande was RMB27,424.9 million.

DutalLand 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, are principally engaged in property
management and investment, oil palm plantation
and manufacturing business.

For the six months ended 31st December, 2011,
the unaudited consolidated profit attributable to
owners of DutaLand was MYRO0.4 million with basic
earnings per share of MYRO0.06 sen. As at 31st
December, 2011, its unaudited consolidated equity
attributable to owners of DutaLand was MYR851.7
million.

First Steamship Company Limited (“First
Steamship”)

First Steamship was incorporated in Taiwan and
its shares are listed on the Taiwan Stock Exchange
(stock code: 2601TW). First Steamship and its
subsidiaries are principal engaged in dry bulk
carrier shipping operation and professional vessel
management operation.

For the nine months ended 30th September, 2011,
the unaudited consolidated profit attributable to
owners of First Steamship was NTD529.6 million
with basic earnings per share of NTD1.94. As at
30th September, 2011, its unaudited consolidated
equity attributable to owners of First Steamship
was NTD7,381.8 million.
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TREREHE)

(vii)

(viii)

China Properties Group Limited (“China
Properties”)

China PropertiesiAF € B & ML - Hix Gk
REBB T ER ET(BRH AR - 01838) ©
China Properties R EMiB AR EEFEKE
MEBRRYEILEER -

BHE—_Z——%XA=+HIXMEA ' China
Properties# B AEH R KB IZEE 5 A
413,700,000/ 7T * BIREAREF| F0.23% T °
R-—ZT——4,XA=+H8  China Properties#
B AEE REE Z 4R 4 % /535,549,000,000
T e

BAREBREZERERAR(RRERE]D

BREBENFESESEMAL - ERODNEE
B AP E AR £ (B SR - 00072) » BAEHE
REMBARZZNERUZERESRE -
FERRENR b2 35 M SR AR 5 AR R AR

BE-_Z——F+_-_A=+—BItWKE
B BREEFEEABEEERESEN A
60,300,000 A R# - FREARRZF B0.14AR
o RN E——F+-A=+—08  BREE
WA AL S E AR A s A364,500,000 A K
ﬁ,ﬁgo

SHK Hong Kong Industries Limited

31.

Top Ten Investments (continued)

(vii)

(viii)

China Properties Group Limited (“China
Properties”)

China Properties was incorporated in the 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, are
principally engaged in property development and
property investment in the PRC.

For the six months ended 30th June, 2011, the
unaudited consolidated profit attributable to owners
of China Properties was HK$413.7 million with
basic earnings per share of HK$0.23. As at 30th
June, 2011, its unaudited consolidated equity
attributable to owners of China Properties was
HK$35,549.0 million.

Modern Media Holdings Limited (“Modern
Media”)

Modern Media was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock code:
00072). Modern Media and its subsidiaries, are
principally engaged in the provision of multimedia
advertising services, printing and distribution of
magazines and provision of advertising-related
services.

For the financial year ended 31st December,
2011, the audited consolidated profit attributable
to owners of Modern Media was RMB60.3 million
with basic earnings per share of RMBO0.14. As at
31st December, 2011, its audited consolidated
equity attributable to owners of Modern Media was
RMB364.5 million.
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31.

32.

Top Ten Investments (continued)

(ix) Hong Kong Exchanges and Clearing Limited
(“HKEX”)

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

For the financial year ended 31st December,
2011, the audited consolidated profit attributable
to owners of HKEx was HK$5,093.0 million with
basic earnings per share of HK$4.73. As at 31st
December 2011, its audited consolidated equity
attributable to owners of HKEx was HK$9,159.0
million.

(x) 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, 2011,
the unaudited consolidated profit attributable to
owners of ICBC was RMB163,840.0 million with
basic earnings per share of RMB0.47. As at 30th
September, 2011, its unaudited consolidated equity
attributable to owners of ICBC was RMB900,682.0
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. BIREBEENRAFEITE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)

321 BIBEERAEER 32.1 Categories of financial assets and liabilities
BIGAROR R AT 25 2 BEEES LA THEE The carrying amounts presented in the statements
ENEEER of financial position relate to the following categories

of financial assets and liabilities:

GROUP COMPANY
&5 AT
2011 2010 2011 2010
—E2——fF —T-TF —E——F —T-TF
HK$’000 HK$'000 HK$’000 HK$'000
THET FET FET FAT
Financial assets
HBEE
Non-current assets
FERBEE
Available-for-sale financial assets
A EREEE 222,989 521,573 = -
222,989 521,573 - -
Current assets
MENEE
Available-for-sale financial assets
A EEEE 262,047 = = -
Financial assets at fair value through
profit or loss
BRATEIRREERRERE
MEE 339,461 813,747 = =
Loans and receivables:
BRI EYGRIE
— Other receivables
— H fth JEIGK 7,784 = 1 =
- Amounts due from subsidiaries
— FEN BT A B FRIE - - 1,045,118 1,264,601
— Amount due from a fellow subsidiary
— P — T R R M A B FKIE 2 30 - 9
Other restricted deposit paid
H b AR H 7 K 19,062 = - =
Pledged bank deposits
RITHEIPFR - 1,497 = =
Cash and cash equivalents
ReRReEED 216,632 22,133 479 6,273
844,988 837,407 1,045,598 1,270,883
1,067,977 1,358,980 1,045,598 1,270,883

108 SHK Hong Kong Industries Limited
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32, HREMEELRAFEISFE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)
321 BBEEREEERI(E) 32.1 Categories of financial assets and liabilities
(continued)
GROUP COMPANY
£E AT
2011 2010 2011 2010
. —B—2F —g——F —T-TF
HK$’000 HK$'000 HK$’000 HK$'000
THET BT FET BT
Financial liabilities
g 3R
Current liabilities
mREBE
Financial liabilities measured at
amortised cost:
WIS B BB AT 2
- Borrowings
—Ex - 23,410 - -
- Amount due to a fellow subsidiary
— R—FER ZME A B FIE 4,453 17,438 4,453 17,438
- Other payables and accrued expenses
—Hitb R R IERTE R 1,055 1,611 1,016 1,571
- Amount due to a holding company
—R—FEERARHIE - 293 - 293
- Amounts due to subsidiaries
— RIIB A RIFKIE - - 1,380 1,388
Financial liabilities at fair value through
profit or loss
BATVEIRIEERREEZ
BBaR 12,468 68,712 = =
17,976 111,464 6,849 20,690
322 SMERERE 32.2  Foreign currency risk

HINERBRIESRMIAZAFEARKRSRE
SN [ R B TN B 2 R ©

REBBREIDZHABTTETT - BEREELRE,
BREIBREAKEZRE  MRFREZEN
X B Hek Bx HE - BZERA
R¥&HE -

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

Most of the Group’s transactions are carried out in
HK$. Exposures to currency exchange rates mainly
arise from the Group’s investments, which are
primarily denominated in USD, MYR, NTD, AUD,
JP¥, GBP and RMB.
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32. BERBREERAFEITEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

32.2 HMNEREEE(AZ) 32.2  Foreign currency risk (continued)
DN B B EERB BRI RIBRE S Foreign currency denominated financial assets and
BITIAT ¢ liabilities, translated into HK$ at the closing rates,

are as follows:

GROUP
£m
2011
—e——x
HK$’000
FHT
GBP JP¥ MYR NTD usb AUD RMB
#§  BE  ®%  HA%  Ex AR ARE

Financial assets

A E - 3,379 28,530 26,743 275,838 4,479 -
Financial liabilities
HMBEE - - - - (11,404) = =

Short-term exposure
52 AR R B - 3,379 28,530 26,743 264,434 4,479 =

Financial assets

WS EE - - - - 222,989 = =
Financial liabilities
% aE - - - - - - -
Long-term exposure
KA - - - - 222,989 = =
GROUP
&
2010
—T—TF
HK$'000
FAT
GBP JPY MYR NTD UsD AUD RVMB

S H e =] T B AR¥

Financial assets

BB E - 5970 29,283 17,417 32,046 5,814 1,174
Financial liabilities
B as (44,548) - - - (47,574) = =

Short-term exposure
55 B JE R (44,548) 5,970 29,283 17,417 (15,528) 5,814 1,174

Financial assets
& E 50,123 = = — 408,057 - 10,870
Financial liabilities

MBAaE - - = L - - -

Long-term exposure
R AR 50,123 = = - 408,057 = 10,870

a171(0) SHK Hong Kong Industries Limited
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32. HEEREERAFETEE) 32,

32.2

SN R ()

R E BB EIREA - AR R &S EA
SNERER

TRIHEERRERAEEEERRRZE
RS Ma¥  BE RITKAEZIINEE
REEA R AREHREN(RKREE
M) R AR EAMK D 2 BOES -

2011
—e——%
Increase/ Effect on
(decrease)  profit after
in foreign tax and
exchange retained
rates earnings

SN RE R HHE
2, EFRRE

Financial Risk Management and Fair Value
Measurements (continued)

32.2  Foreign currency risk (continued)
The Company does not have any exposures to
foreign currency risk at the reporting date or in
comparative periods.
The following table indicates the approximate
change in the Group’s profit after tax (and retained
earnings) and other components of consolidated
equity in response to reasonably possible changes
in the foreign exchange rates, MYR, NTD, GBP,
AUD, and JP¥ to which the Group has significant
exposure at the reporting date.
GROUP
£E
2010
—T-THF
Increase/ Effect on
Effect on (decrease) profit after Effect on
other in foreign tax and other
components exchange retained components
of equity rates eamnings of equity

HiEs SN[ Btz Eale £

Hitg 5 gms EFRRE HABRK

(RY) BAzEE a7 ) BRzE -2
HK$’000 HK$’000 HK$'000 HK$'000
FExT FExT FAT FHET
MYR
23 3% 856 - 1% 293 =
MYR
B (8%) (856) = (1%) (293) -
NTD
e 2% 535 = 1% 174 =
NTD
ek (2%) (535) - (1%) (174) =
GBP
g = = = 3% 127 41
GBP
HgE - - - 3%) (127) 41)
AUD
BIT 3% 134 - 2% 116 <
AUD
ERIT (3%) (134) - 2%) (116) <
JPY
HIE 3% 102 = 1% 60 =
JPY
(3%) (102) = (1%) (60) -
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M¥RREER A VEFEE)

32.2

32.3

ShEERBR ()

RBER - AREMEEIINERR 2 BRED
Hr T RERSMNETE R BB A 7 LR B IR R A 3
EYRBFRAEFIEMET - BREBEE
BEEHIMNEEXEHHEEE T - RER QLN
Mz A REE BN - WETERBRER
HBEZE _T-—ZTF+_A=+—HIEFENE
BRAAEREDTAERERR -

MARTZEAETRARBZINEEXRZ 4
BEPRITHAEE 2 REEN - RERF
KiEas AR D W B REE -

FRE

MERBRFEREBRTIAZAFERBRSRER
TSR T 3R B 2 R o

AEBEBBEBESEFREMAI TGN KE
B AFEMNEER - FIXSEHAEFERS
EHEELALEHRAEEEERRIEE

AR ERARTFBBRERREROZDF
®ORTFA RFIEME) MAETHFEED 2
RSRFIERR -

SHK Hong Kong Industries Limited

32.

32.2

32.3

Financial Risk Management and Fair Value
Measurements (continued)

Foreign currency risk (continued)

The sensitivity analysis of the Group’s exposure to
foreign currency risk at the reporting date has been
determined based on the assumed percentage
changes in foreign exchange rates taking place
at the beginning of the financial year and held
constant throughout the year. The assumed
changes represent management’s assessment of
reasonably possible changes in foreign exchange
rates over the period until the next reporting date.
These are the same method and assumption
used in preparing the sensitivity analysis included
in the financial statements of the year ended 31st
December, 2010.

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

The Group and the Company are also exposed to
cash flow interest rate risk for changes in market
interest rates through its deposits and borrowings
at floating interest rates, which are subject to
variable interest rates.
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32. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

323 FIRERE) 32.3 Interest rate risk (continued)
TRINEHERENRSREB U &SN RT B Z2FR The following table indicates the approximate
REFZHEREIBA[ e ) » NEBREZ R change in the Group’s profit after tax (and retained
(MIRBBF)) Z B4 EE) - earnings) in response to reasonably possible

changes in the interest rates for deposit and
borrowings at variable interest rates at the reporting

date.
GROUP
£E
2011 2010
—B——F —E-EF

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

% iz

FZ= R AR E GRS 8 M K AR

2, Gfd) BRzZ& #in,/ Osd) BNz &

HK$’000 HK$'000

FET BT

Deposits
TR 0.5% 1,178 0.5% 118
Deposits

73 (0.5%) (1,178) (0.5%) (118)
Borrowings

A - - 0.5% 117)
Borrowings

N - - (0.5%) 17
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SHK Hong Kong Industries Limited

+— EIJJ:@J* For the year ended 31st December, 2011

Financial Risk Management and Fair Value
Measurements (continued)

32.3

32.4

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 for the year ended 31st
December, 2010.

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. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

324 REREE) 32.4  Equity price risk (continued)
FHESH Listed securities
AEFTELATEBZAEAREES  AEER In response to the reasonably possible change in
ETBRSFCIMERTETR) ZRERUTRR : the market price of the listed securities, the Group’s

investment in listed securities excluding derivatives
has the following exposures:

GROUP
L]
2011 2010

—E——F T TF

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 eamnings of equity

HEHE #piKk Higsm  E5mE HBiR Eape £
#gm EFRRE HAtK 2 gms OEFRERE HAwpK D
(BD) BIzE 28 (Rd) BMzZE B

HK$’000 HK$’000 HK$’000 HK$’000
FET FExT FHT FAT

Hong Kong market
BAEMS 8% 21,648 = 3% 18,170 449
Hong Kong market
BAEMS (8%) (21,648) = (3%) (18,170) (449)
Malaysia market
BRAE TS 8% 2,282 = 3% 879 =
Malaysia market
BRI % (8%) (2,282) - (3%) 879) =
US market
ESEi 8% 458 = 3% 728 =
US market
EEmi5 (8%) (458) = 3%) (728) =
Taiwan market
BEmE 8% 2,139 = 3% 523 =
Taiwan market
BEmS (8%) (2,139) = 3%) (523) =
Australia market
RN TS 8% 358 = 3% 174 -
Australia market
BN TS (8%) (358) = 3%) (174) =
Japan market
BANTig 8% 255 = 3% 114 =
Japan market
A% (8%) (255) = 3%) (114) =

HIRERRAT LS
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32, HREAMREELRAFEFFE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)
324 RERM(EZ) 32.4  Equity price risk (continued)
FETRREE Unlisted warrants
A fEAsia AllianceZ BRIDTB 2 AIEn] gL E) - In response to the reasonably possible change in
AREBRIELHTRREB ZIREG A TER ¢ the market price of the shares of Asia Alliance, the
Group’s investment in unlisted warrants has the
following exposures:
GROUP
3L
2011 2010
—EF——fF —E-TF
Effect on Effect on
Increase/ profit after Effect on Increase/ profit after Effect on
(decrease) tax and other (decrease) tax and other
in underlying retained components in underlying retained components
share’s price earnings of equity  share’s price earnings of equity
(Note) (Note)
(Kizz) (K7iz)
HERE % aps £ HERE Hitg iR
#i/  ERRRSB HiR 5 2/ HEFNRIRE H itk 5
(Bd) BRzzE h= (RY) BizzZ 74
HK$’000 HK$’000 HK$'000 HK$'000
THET THET FET TET
8% 8,675 - 3% 2,235 -
(8%) (8,675) - (3%) (2,235) -

116 SHK Hong Kong Industries Limited
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32. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

324 RERKGE) 32.4  Equity price risk (continued)
BRERBEXK Equity forward contracts
REHEBROTEZAEAEES  AEER In response to the reasonably possible change
BREZHELOZIRERATRER : in the market price of the underlying shares, the

Group’s investment in equity forward contracts has
the following exposures:

GROUP
%8
2011 2010

—EB——F —T-TF

Effect on Effect on
Increase/ profit after Effect on Increase/ profit after Effect on
(decrease) tax and other (decrease) tax and other
in underlying retained components in underlying retained components
shares’ price earnings of equity  shares’ price earnings of equity

(Note) (Note)

(Krit) (Hy3z)
HERE % HiEn HERE EIpRES HitER
#i/ ERRRSB HitR 5 2/ HEFNRIRE H itk s
(Bd) BRzzE 28 ORd) BRzz2 24
HK$’000 HK$’000 HK$'000 HK$'000
TR T FET TET
8% 8,471 - - _ _
(8%) (10,696) - = = =
et . ARBAREBEZEBmMEE 2V HEIERRBE Note:  The financial effect resulting from changes
ERABFTIR -_ZE—FR_ZT—TF in underlying shares’ price represented the
FTZ A=+ —HEGRITER - IEREER theoretical change in fair value of all underlying
HENRRAREZSOTFEAREAESRZA equity securities under the outstanding equity
FEZE®RES ZZEZERHEHSA - forward contracts and the warrant contract
WA —EA RZERAFSZ A FEESD as if all these equity securities were acquired/
ERBEBTEXBAZERAEZLBRLT exercised as at 31st December, 2011 and 2010.
AEBEEES N TEIEARREEZTA These pro forma information is for illustrative
Al o purpose only and is not necessarily an indication

of the fair value change in these equity securities
and results of operation of the Group that actually
would have been achieved had the acquisition
of these equity securities been completed at
the reporting date, nor is it intended to be a
projection of future result.

HIRERRAH i
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M¥RREER A VEFEE)

32.4

32.5

BERR(E)

RRER  AEEMEYRERR 2 ERED
MhBRRETEXEMAERRZEHESH T
LU BB AR FE W) AR D A B NS N
BT - REEFEIEEIEEYAERT RS
HERESREHEEE T —REAAILEHEZ
AR REF BTG - WEFEARBRAREE
ECE-TFE+ A=+ —HIFEVBHRE
T SURE S ITETE R EAER -

FERR

FERBRESMTAZHF I RERZSHTA
ZIEFEITEEME  UEBHAKEEEHBE
Bz R -

AEBZEERBRNBERS BERZHH
AEZIREE @ BHERKIEE32.1 ©

HRABHESRITESRITARSHFIE
BRI Ex5 - BAGSISEETLANS
B - BURREERRER -

SHK Hong Kong Industries Limited

o

32.

32.4

32.5

Financial Risk Management and Fair Value
Measurements (continued)

Equity price risk (continued)

The sensitivity analysis of the Group’s exposure
to equity price risk at the reporting date has been
determined based on the assumed percentage
changes in the stock market price or other relevant
risk variables taking place at the beginning of
the financial year and held constant throughout
the year. The assumed changes represent
management’s assessment of reasonably possible
changes in the relevant stock market index or the
relevant risk variables over the period until the
next reporting date. These are the same method
and assumption used in preparing the sensitivity
analysis included in the financial statements for the
year ended 31st December, 2010.

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.
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32. HEEREERAFETEE)

32.5

32.6

FERE(E)

AEBRMRTFIRERE - BPRERATH
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G o
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32. Financial Risk Management and Fair Value
Measurements (continued)

32.5

32.6

Credit risk (continued)

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

The Group’s management considers that all the
above financial assets that are not impaired for
each of the reporting dates under review are of
good credit quality.

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

Liquidity risk

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
meset its liquidity requirements in the short and long
term.

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments
for long-term financial liabilities as well as cash-
outflows due in day-to-day business. Liquidity
needs are monitored on a day-to-day basis. Long-
term liquidity needs for 360-day lookout period are
identified monthly.
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32. BIREBEENRAFEITE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)

326 FHELSEKE) 32.6 Liquidity risk (continued)
AREBHEBRENRS  CHTHEALER The Group maintains cash, short-term bank
BEPNENRREZ =T A2 RHEELSENK - deposits and marketable securities to meet its
ENEFEREEDERAEEEREREERS liquidity requirements for up to 30-day periods.
B EE e R EN RS ELSEE - 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.
N BREBRRARATIRN -_E—F R = Analysed below is the Group’s and the Company’s
E-EFE+_A=+—HZFTEMKEREZ remaining contractual maturities for its non-
T4 4 HATR © derivative financial liabilities as at 31st December,
2011 and 2010.
GROUP
B
Less than 6to 12 1to 5 Over
6 months months years 5 years
D i6fE A 6Z12{@ 8 1ZE55F 5F L E
HK$’000 HK$’000 HK$’000 HK$’000
FHET FTHET THET FExT
At 31st December, 2011
RZF——%+ZA=+—H
Other payables
H e BR 1,055 - - =
Amount due to a fellow subsidiary
R —FARZM B A FIFIE 4,453 - - -
5,508 = = =
At 31st December, 2010
R-F-—FF+-A=+—H
Other payables
H R 1,610 = = =
Amount due to a holding company
R—RER A BIFRIE 293 - — =
Amount due to a fellow subsidiary
R—FHR R KB R RIFRIA 17,438 = = =
Borrowings
B 23,417 - = -
42,758 = - —
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32. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

326 REELRAKE) 32.6 Liquidity risk (continued)
COMPANY
AT

Less than 6 to 12 1to 5 Over

6 months months years 5 years

DH6fEA 6Z12{EA 1255 5k

HK$’000 HK$’000 HK$’000 HK$’000

FHET FTHET THET THET

At 31st December, 2011
RoZ——fF+=A=+—H

Other payables
RS 1,016 - - =
Amounts due to subsidiaries
L) EPNGIE 1,380 - - -
Amount due to a fellow subsidiary
I ES ) NCIF /O] 4,453 = = =
6,849 - - =
At 31st December, 2010
R-ZZE-ZF+HA=+—8H
Other payables
H R 1,571 - - -
Amounts due to subsidiaries
U ENGIE 1,388 - - -
Amount due to a holding company
R —EHER A B FIE 293 - = =
Amount due to a fellow subsidiary
R —Fhl B Y B X R RRIA 17,438 - = =
20,690 = = =
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SHK Hong Kong Industries Limited

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

32.7

Fair value measurements

The following table presents financial assets and
liabilities measured at fair value at the reporting
date in accordance with fair value hierarchy. The
hierarchy groups financial assets and liabilities
into three levels based on the relative reliability of
significant inputs used in measuring the fair value of
these financial assets and liabilities. The fair value
hierarchy has the following levels:

- Level 1: quoted prices (unadjusted) in active
markets for identical assets and liabilities;

- Level 2: inputs other than quoted prices
included within Level 1 that are observable
for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices);
and

- Level 3: inputs for the asset or liability that
are not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within which
the financial asset or liability is categorised in its
entirety is based on the lowest level of input that is
significant to the fair value measurement.
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32. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

327 ARV EFEE) 32.7  Fair value measurements (continued)
R BMRARANIRAFEAECHBEERE The financial assets and liabilities measured at
BEIEDALATH AT EZERE fair value in the statement of financial position are

grouped into the fair value hierarchy as follows:

GROUP
58
2011
N
Level 1 Level 2 Level 3 Total
E—E E=E 2= e
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET THET THET
Assets
aE
Available-for-sale financial assets
A EMBEE
— Listed
— kW - 460,648 - 460,648
— Unlisted
—3EET - 24,388 - 24,388
Financial assets at fair value through profit or loss
BATVEIRIEERRERE B EE
— Listed securities held for trading
—HAEEEZ FTES 339,274 - - 339,274
— Unlisted warrants
—3F E TRk RE - 187 - 187
Total fair value
NHEESE 339,274 485,223 - 824,497
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32. BERBREERAFEITEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

327 RAFEFEE) 32.7  Fair value measurements (continued)
GROUP
£B
2011
—g——f
Level 1 Level 2 Level 3 Total
E—E E_E B=RE e
HK$’000 HK$’000 HK$°000 HK$°000
FHET THET THET FExT
Liabilities
8E

Financial liabilities at fair value through profit or loss
RAHEIREEESREE VBaRE

— Call options embedded in bonds and notes

—RABFRERZ IR FE L S - 11,404 - 11,404
— Equity forward contracts
—RERBPEL - 1,064 - 1,064

Total fair value
RNHEAE - 12,468 - 12,468

Net fair value
NE(EFEZE 339,274 472,755 - 812,029
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32. BRBREERAFETEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

32,7 AFEFNE(E) 32.7  Fair value measurements (continued)
GROUP
5B
2010
—E-EF
Level 1 Level 2 Level 3 Total
E—E FE o 4axe
HK$'000 HK$'000 HK$'000 HK$'000
FEBT FABT FABT BT
Assets
A
Available-for-sale financial assets
RSB EE
— Listed
— kM 14,973 446,349 - 461,322
— Unlisted
—3EET - 60,251 - 60,251

Financial assets at fair value through profit or loss
RNHEDR MRS REE 2 B EE
— Listed securities held for trading
—HEEEEZ FTES 805,963 - - 805,963
— Conversion options embedded in
convertible bonds

—RA R AR E S 2 TR AR AR - 5,630 - 5,630
— Unlisted warrants
—IE LRk - 2,154 = 2,154

Total fair value
N ELEE 820,936 514,384

1,335,320
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32. BERBREERAFEITEE) 32. Financial Risk Management and Fair Value
Measurements (continued)

32.7 RDFEHEE) 32.7  Fair value measurements (continued)
GROUP
£E
2010
—E-EF
Level 1 Level 2 Level 3 Total
E—E FE E=E 4axa
HK$'000 HK$'000 HK$'000 HK$ 000
FAET FAET FAT FAT
Liabilities
BfE

Financial liabilities at fair value through profit or loss
BRATEIRIEERRERE B EE
— Call options embedded in bonds
and notes
G ONCE S E S A i - 68,712 - 68,712

Total fair value
N - 68,712 - 68,712

Net fair value

N EFRE 820,936 445,672 - 1,266,608
REHE F-ERE-_E2HATESAE There have been no significant transfers between
#% o levels 1 and 2 in the reporting period.

ARETE AT E 27 ERMERME LT8R The methods and valuation techniques used for
4 BAFEI A L 30 Sk the purpose of measuring fair value are unchanged

compared to the previous reporting periods.
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33. ¥BXEE 33. Capital Management
REFBZERNESIBRE AMERNER AL UFERLE The Group’s capital management objectives are to ensure
EEBER AR ERIRME 2 MO - the Group’s ability to continue as a going concern and to
provide an adequate return to the Shareholders.
R BTE R N T HASE B H G AR A 1 0 R E A AR SRR The Group actively and regularly reviews its capital structure
BARGERE - NEF B BEHEEZRI R ABEER I HANR and makes adjustments to the capital structure in light of
&R o changes in economic conditions. The Group monitors its
capital structure on the basis of debt to equity ratio.
NGBz BEEERLLRMT ¢ The debt to equity ratio at reporting date was as follows:
GROUP COMPANY
£E AT
2011 2010 2011 2010
—B——F —E-EF —B——F —ETEF
HK$’000 HK$'000 HK$’000 HK$'000
FTHET FEBT FET FET
Borrowings
=N - 23,410 - -
Total equity
i 1,059,169 1,265,995 1,040,598 1,252,054
Debt-to-equity ratio
& B R 0:1 0.02:1 0:1 0:1
HIREBRAHE 127
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Year ended 31st December,

BE+-A=1+—HLEE

2007 2008 2009 2010 2011
T+ F T N\F —ETNEF —E—TF —E——f
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FAET FAT FET
Results:
HiE
Profit/(loss) attributable to the owners
of the Company
NABHEE AEERF] (BiE) 145,204 (376,370) 295,582 89,279 (144,913)
As at 31st December,
R+=-A=+—-8H
2007 2008 2009 2010 2011
ZETLF =T N\F ZETNEF —E-FF —E——f
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FAET FAET FExT
Assets and liabilities:
EERAE:
Current assets
MENEE 963,861 538,414 794,305 837,868 845,458
Total assets
BEEE 1,018,564 621,818 1,245,232 1,377,596 1,077,145
Current liabilities
BB E 26,793 23,646 104,674 111,601 17,976
Total liabilities
afEes 26,793 23,646 104,674 111,601 17,976
Total equity
ST 991,771 598,172 1,140,558 1,265,995 1,059,169
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