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Overview
The Group made a satisfactory return for the year ended 31st
December, 2012 primarily from investments in equities and bonds.

The Group’s 2012 net profit attributable to the owners of the
Company was HK$134.4 million (2011: loss of HK$144.9 million)
comprising net gain of HK$117.4 million from equity related
investments (2011: loss of HK$182.4 million) and profit contribution
of HK$38.1 million from bond investments (2011: HK$61.4 million).

As at 31st December, 2012, the Group's net assets attributable to
the owners of the Company increased by 16.9% to HK$1,233.5
million. In comparison, the Hang Seng Index advanced by 22.9%

151% « WRE —ZETN\FURFEBR 2 RREREHELE
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Investments

REEAR

and the Hang Seng China Enterprises Index increased by 15.1%
during 2012. This is the first time the Group’s performance has
fallen short of the Hang Seng Index since 2008.

Investment Review
As at 31st December, 2012, the Group’s major investments were as
follows:

Description

BHE

Listed Equities
AR

Bonds
&%

Investment Funds
KEES

Indirect Investment in Listed Equity

REMBRAZIFEEIRE

Direct Investment in Unlisted Equity

RIFLETRAZ BERE

Equity Forward Contracts

b
WL
il
&
op
&

HK$709.9 million of a portfolio of listed shares in 41 companies

HR4TR AR Z _ ETRMOEKR 2 — @R E4RE - EE4E709,900,00075 7T

HK$205.8 million of bonds issued by 12 companies listed in Hong Kong and overseas

HB1NR2REB RGN ETAREEITZES © [B1E/4205,800,000/ 7T

HK$30.3 million in 2 investment funds
2EIEES  {B{E/A30,300,0007% 7T

HK$78.7 million in one indirect investment in overseas listed equity

—IEREIN EMRAZ IFEEIRE - [BfE/578,700,000/8 7T

HK$1.7 million in one direct investment in unlisted equity

—IHRIEETRA E#EIZE - B8A1,700,000% 7T

16 equity forward contracts, the underlying stocks of which include AIA Group Limited, Bank
of China Limited, Brilliance China Automotive Holdings Limited, China Life Insurance Company
Limited, Hong Kong Exchanges and Clearing Limited, HSBC Holdings plc, iShares FTSE A50 China
Index ETF, PetroChina Company Limited and Ping An Insurance (Group) Company of China, Ltd
16RRBEREL - HEREBEERBREERERAR - hEBRITRHAERLITF - £RE
REDTEZERBERAA - FEASRERGERAR BERSREEMERAT - ELE
BEEBRAR] ~ iSharesZiEEFFASORBIEEETF » FEAMAARBNHBRARFFEFR
Rz (RE) RN BRAR

FEEBZIRERABERE

LBl zES - REBABER T ——_FEMEM -

- B2RPags - HAS - 2B The Group's portfolio of investments comprises securities in Hong
Kong, Taiwan, Malaysia, Japan, United States and China. The value

of our portfolio increased in 2012.
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Investment Review (continued)

In 2012, the Group invested in a Taiwan listed company that is
principally engaged in the operations of dry bulk carrier in shipping,
professional vessel management, and department stores in the
Mainland China. The share price of the Taiwanese company
achieved a lackluster performance, but we expect it to offer
promising prospects in the medium and long term.

The Group made a direct investment in unlisted equity in a business
providing online education services in the Mainland China. The
business has not performed as expected. As at year end, an
impairment allowance of approximately HK$6.2 million (before non-
controlling interests) was recognised based on its estimated future
cash flows.

The five most profitable securities in our portfolio during the year
are related to Kaisa Group Holdings Ltd., Evergrande Real Estate
Group Limited, NewOcean Energy Holdings Limited, Huadian Power
International Corporation Limited and China Life Insurance Company
Limited, all PRC related exposures.

Dividend

The Board of Directors of the Company has recommended a final
dividend of HKO0.5 cent per share for the year ended 31st December,
2012 (2011: Nil) payable to the shareholders of the Company
(“Shareholders”) whose names appear on the register of members
of the Company on Friday, 31st May, 2013. Subject to the approval
of the Shareholders at the forthcoming annual general meeting of
the Company to be held on Friday, 24th May, 2013 (the “AGM"),
the final dividend will be paid on or around Thursday, 20th June,
2013.

Closure of Register of Members

The register of members of the Company will be closed on Thursday,
23rd May, 2013 and Friday, 24th May, 2013, during which
period no transfer of shares of the Company will be registered.
To be eligible to attend and vote at the AGM, all transfer forms
accompanied by the relevant share certificates must be lodged
with the Company’s share registrar, Tricor Secretaries Limited of
26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on Wednesday, 22nd May,
2013.

The register of members of the Company will be closed on Thursday,
30th May, 2013 and Friday, 31st May, 2013, during which period
no transfer of shares of the Company will be registered. In order
for the Shareholder to qualify for the proposed final dividend, all
transfer forms accompanied by the relevant share certificates must
be lodged with the Company’s share registrar, Tricor Secretaries
Limited of 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on Wednesday, 29th
May, 2013.

Prospects, Investment Basis and Strategy

The Hang Seng Index experienced a great start in 2013 but has
subsided as at the time of writing. We are company focused, and do
not intently focus on a particular sector or industries. Our approach
has been to identify shares that are undervalued, and may show
improvement within a short period of time. The relative modest size
of our company allows us to take advantage of investing in smaller
companies with relatively lower turnover. The bond portfolio is
designed to offer a buffer to counter the volatility of our equities
investment. With the possibility of an end to easing in the United
States, our bond portfolio, mainly US$ or HK$ based, is only
expected to have a modest performance. We believe 2013 will offer
us a better opportunity in equities.
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Financial Resources, Liquidity and Gearing Ratio

As at 31st December, 2012, the Group had cash and cash
equivalents of approximately HK$151.5 million (2011: approximately
HK$216.6 million) and security deposits of HK$nil (2011:
approximately HK$19.1 million), totalling approximately HK$151.5
million (2011: approximately HK$235.7 million), investments of
approximately HK$1,026.8 million (2011: approximately HK$816.8
million) and no bank borrowings as at 31st December, 2012 and
2011. The liquidity position of the Group enables us to respond
to further investment opportunities that are expected to generate
better returns for the Shareholders. The Group’s gearing ratio,
calculated by reference to the ratio of total borrowings to total
equity attributable to the owners of the Company as at 31st
December, 2012, was 0% (2011: 0%).

Foreign Exchange Exposure

As at 31st December, 2012, the majority of the Group's investments
was either denominated in Hong Kong dollars or United States
dollars. Exposure to foreign currency exchange rates still arises as
the Group has certain overseas investments, which are primarily
denominated in New Taiwan dollars, Malaysian ringgit and Japanese
yen. The Group at present does not have any contracts to hedge
against its foreign exchange risks. Should the Group consider that its
exposure to foreign currency risk justifies hedging, the Group may use
forward or hedging contracts to reduce the risks.

Guarantee

The Company has given guarantees to financial institutions to
secure banking facilities available to its wholly-owned subsidiaries in
the amount not exceeding HK$218.8 million (as at 31st December,
2011: HK$318.8 million).

Staff Costs

The Group's total staff costs (including Directors’ emoluments) for
the year ended 31st December, 2012 amounted to approximately
HK$3.7 million (2011: approximately HK$2.9 million).

Pledge of Assets
Details regarding the pledge of assets are set out in Notes 23 and 26
to the financial statements on pages 100 and 103.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2012 was 7 (at 31st December, 2011: 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, 21st March, 2013
HIREFRLA 5
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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, 2012.

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, 2012
and the state of affairs of the Group and the Company at that date
are set out in the financial statements on pages 34 to 135.

The Board has recommended a final dividend of HKO.5 cent per
share for the year ended 31st December, 2012 payable to the
shareholders of the Company (“Shareholders”) whose names appear
on the register of members of the Company on Friday, 31st May,
2013. Details are set out in Note 11 to the financial statements.

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

Distributable Reserves

Distributable reserves of the Company at 31st December, 2012,
calculated under Section 79B of the Hong Kong Companies
Ordinance, are shown in Note 28 to the financial statements.

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

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

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

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

Louie Chun Kit

In accordance with Article 101 of the articles of association of the
Company, Messrs. Warren Lee Wa Lun, Peter Lee Yip Wah and
Louie Chun Kit 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.
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Directors (continued)

The Company has received confirmations of independence pursuant
to Rule 3.13 of the Rules Governing the Listing of Securities 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 49, was appointed the Chairman of the
Board and ceased to act as the Managing Director of the Company
in March 2009. He first became a Director of the Group in 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 was an executive director of
First Natural Foods Holdings Limited (provisional liquidators have
been discharged with effect from 4th September, 2012) (“FNF")
since December 2008 and had been re-designated as a non-
executive director of FNF in September 2012. FNF is listed on the
main board of the Stock Exchange of Hong Kong. He is a non-
executive director of China Kingstone Mining Holdings Limited
("CKM") since February 2013. CKM is listed on the main board of
the Stock Exchange of Hong Kong. From December 2006 to May
2007, Mr. Lee was the chief executive officer of Nam Tai Electronics,
Inc., an electronics manufacturing services provider listed on the
New York Stock Exchange. From March 2004 to February 2006, he
was an independent non-executive director of Nam Tai Electronic &
Electrical Products Limited (“NTEEP”), and from February 2006 to
April 2007, he was re-designated as a non-executive director. From
January 2007 to April 2007, he was also a non-executive director
of J.I.C. Technology Company Limited (“JIC"). At the time of his
directorship, both NTEEP and JIC were listed on the main board
of the Stock Exchange of Hong Kong and subsidiaries of 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.

HIRERRAT 7
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Biographical Details of Directors (continued)

Executive Directors (continued)

Mark Wong Tai Chun, aged 48, 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"), a fellow subsidiary of the Company, and
became the chief executive officer of AOL in November 2010. He is
also an executive director of Allied Properties (H.K.) Limited (“APL"),
a fellow subsidiary of the Company, and the director of investment
of AGL, a substantial shareholder of the Company. He is an alternate
director to Mr. Arthur George Dew in Tanami Gold NL, a company
listed on the Australian Securities Exchange. He was also appointed
an alternate director to Mr. Arthur George Dew in Eurogold Limited,
a company listed on the Australian Securities Exchange, in December
2012.

Non-Executive Directors

Arthur George Dew, aged 71, 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, fellow subsidiaries of the Company. He is a director
and non-executive chairman of Tanami Gold NL, a company listed
on the Australian Securities Exchange. He was appointed a non-
executive director of Eurogold Limited, a company listed on the
Australian Securities Exchange, in October 2012.

Peter Lee Yip Wah, aged 70, joined the Group in 1998. Mr. Lee
is a retired solicitor in Hong Kong. He is also an independent non-
executive director of China Merchants Holdings (International)
Company Limited and Sinotrans Shipping Limited, both being
companies listed on the main board of the Stock Exchange of Hong
Kong.
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Biographical Details of Directors (continued)

Independent Non-Executive Directors

Ambrose So Shu Fai, aged 61, joined the Group since its inception
in 1990. Dr. So is an executive director of SJM Holdings Limited and
Tonic Industries Holdings Limited (“TIH"), both being companies
listed on the main board of the Stock Exchange of Hong Kong.
He was the chairman of TIH from December 2010 to June 2012.
Dr. So is a director of The University of Hong Kong Foundation for
Educational Development and Research. He is a committee member
of the 12th National Committee of the Chinese People’s Political
Consultative Conference.

Albert Ho, aged 55, joined the Group as an Alternate Director to
an Independent Non-Executive Director in 1999 and became an
Independent Non-Executive Director in 2004. Mr. Ho graduated
from the Macquarie University, Sydney, Australia with a Bachelor
of Economics and MBA from the University of Hong Kong. He is
a Certified Public Accountant of Hong Kong Institute of Certified
Public Accountants and fellow member of the Association of
Chartered Certified Accountants. Mr. Ho is also an independent
non-executive director of Zhuhai Holdings Investment Group Limited
(formerly known as Jiuzhou Development Company Limited), a
company listed on the main board of the Stock Exchange of Hong
Kong.

Louie Chun Kit, aged 48, was appointed an Independent Non-
Executive Director of the Company in August 2010. He is a
practising accountant. He is a fellow member of Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He is currently the
chief accountant of Yield Limited, a Hong Kong private company
engaged in property development in the People’s Republic of China.
Prior to his present position in November 2006, he spent over 10
years as the chief accountant in YMIM and around 5 years in the
audit practice with an international accounting firm in Hong Kong.
He holds a diploma in accounting from Lingnan College in 1988
and a master degree in business systems from Monash University
of Australia in 2005. From June 2010 to April 2012, he was also an
independent non-executive director of Manta Holdings Company
Limited (now known as Eagle Legend Asia Limited), a company
listed on the main board of the Stock Exchange of Hong Kong.
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Directors’ Interest in Contracts

During the year, YMIM, of which Warren Lee Wa Lun is a director,
received from the Group management fee of HK$17,635,000 in
accordance with a management agreement signed between the
Group and YMIM.

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

Connected Transactions and Continuing Connected
Transaction

Significant related party transactions entered into by the Group
during the year ended 31st December, 2012, which may also
constitute connected transactions or continuing connected
transaction under the Listing Rules, are disclosed in Note 31 to the
financial statements.

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

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

As at 31st December, 2012, the interests and short positions of
the Directors of the Company in any shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Hong Kong Securities and Futures
Ordinance (the “SFO")) which were notified to the Company and
the Stock Exchange of Hong Kong pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which the
Directors and the Chief Executives of the Company were deemed
or taken to have under such provisions of the SFO) or which were
required to be and were recorded in the register required to be kept
pursuant to Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange of Hong Kong pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code") in the Listing Rules were as follows:
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Directors’ Interests and Short Positions in Shares,

Underlying Shares and Debentures of the Company

and Associated Corporations (continued)

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

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 31st December, 2012

R=-Z—=fF

+=-—A=+—8

BERG EEEERITRG

EEpE 54 EEME #HE BYEDL

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
FEE BamERAA (EUN

Albert Ho Beneficial owner Personal 2,296,000 0.06%
fATHRAR BamERAA (EUN

(b) REECEEZ RO RABERDER

(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 sharesheld  warrants held interests 2012

R=ZB-=f

+=RA=1+-H

EHEEE

B8 ZEHERT

- HEEE 2R 51 BRME HERMEE RARESRE BEs ROBHES L

Mark Wong Tai Chun AOL Beneficial Owner Personal 119,203 23,840 143,043 0.06%

BN EnkEAA EA (Note 1)

(Bizt1)

Biatt : AR BIEREA)119,20308 8510 & (i))23,8401A0LZ R Note 1:  The total interests include the holding of (i) 119,203 shares and (i)
REFMEL2ZAOL 23,840MRABRAMR () 2 % o RRIEZE T 23,840 units of warrant of AOL giving rise to an interest of 23,840
EFBEAEN IR ——F=ANARBRE-_T—RF= underlying shares of the AOL. The warrants of the AOL entitle the
AEAIE(BREEREMAENA) 2 BEE AR E AR50 holders thereof to subscribe at any time during the period from 4th
BESA%5.007%8 7T (A] FH% ) REBAOLEUR IR Z BX1D - 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).
Br BTN REBEEZZ——F+-_A=+—HIEFEANZ Save as disclosed above, at no time during the year ended 31st

ERIERE - ARF - EREZERQR  ERRMEAR - 2K
BARSEMBEEBSETLEFLY  SARARZEFTRE
2ITHRA BB AR R RS H AR EE 2 I iy s e o

December, 2012 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.

HIRERRAT 11
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Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures of the Company
and Associated Corporations (continued)

Save as disclosed above, none of the Directors or the Chief
Executives of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any
associated corporation (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the Stock
Exchange of Hong Kong pursuant to the Model Code as set out in
the Listing Rules.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

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

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

(ii) Mr. Mark Wong Tai Chun is a director of each of APL
and AOL which, through certain of their subsidiaries, are
involved in the investment in financial instruments.

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

Substantial Shareholders

As at 31st December, 2012, the following persons or corporations,
having interest in 5% or more in the shares and underlying shares of
the Company have been notified to the Company and recorded in
the register of substantial shareholders’ interests in shares and short
positions required to be kept under Section 336 of Part XV of the
SFO:
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FERE(EZ) Substantial Shareholders (continued)
% of total
relevant
issued shares
Number of as at 31st
Name of Substantial Shareholders Notes Capacity Nature of interests shares held December, 2012
R=ZB—Z=F
+=—A=+—8H
BFERY LEBRRTRG
FTERRER oy = &4 ERMEE #A BEEDL
AGL 1 Interest of controlled Corporate interest ~ 2,975,829,606 72.37%
corporation
Be £ EE e VNSIEoks 2o NEER
Lee and Lee Trust 2 Interest of controlled Corporate interest ~ 2,975,829,606 72.37%
corporation
R RS NGIE:
Argyle Street Management Holdings Limited 3 Interest of controlled Corporate interest 262,500,000 6.38%
("ASMH") corporation
RS A TR ER NEER
Argyle Street Management Limited (“ASM") 3 Interest of controlled Corporate interest 262,500,000 6.38%
corporation
S A TR E R NAER
Chan Kin 3 Interest of controlled Corporate interest 262,500,000 6.38%
corporation
BRiE IR T RS NERER
Citigroup Inc. ("Citi") 4 Person having security Other interest 251,180,000 6.10%

interest in shares

HERHFHRE HibiEzm
EEMA
Bt - Notes:

1. BAEEEFEBERZENBARREARR2975,829,606088% 17

2. FRELL  FRELLRFRELEYH2EETLee and Lee
TrustZ fEREA = SR FRERES EE 2 65.00% 5 (Ed8HE
?ﬂ%‘fﬁf‘ﬁ$21/\%é)&ﬁt%&?ﬁ?ﬁ%ﬁ%ﬁ%ﬁﬂ%ﬁé%@%ﬁ

Bedn o

3. ASM Hudson River Fund([River Fund]) &2ASM Asia Recovery
(Master) Fund([ Master Fund]) % Bl458 A A &) 240,752,000
BB tn §2221,748,000 % A% 7+ MR ZFEHASMEIE © ASM Asia
Recovery Fund([Recovery Fund])i%#87.8% Master Fund * ifi
Recovery FundiIASMZE#EH - ASMEEASMHZ &R - PR
SR ASMHZ 44.45% 125  EL - BRIESE A - ASMH ~ ASM
KRecovery Fund¥J 1% /&% B % 5 FaRiver Fund & Master Fund#
Bz -

4. Citiz R DB RSHEEREEL2EMNBLRIMES -

BERAREN  R_F——F+_A=1—H  EFXLTAE
BEMEMALRAR B SAEMBBER(ER L ES MBS F
PIZEXVER) Z B fy ~ BRADTAE T A Z MR HESFPHEEGR
BES LB RPIEXVEZRE - ARARRELEEZ #a

A o

1. AGL holds 2,975,829,606 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 65.00% interest in AGL (inclusive of Mr. Lee Seng Hui’'s
personal interests) and are therefore deemed to have an interest in the
said shares in which AGL is interested.

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

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

Save as disclosed above, as at 31st December, 2012, 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.

HIRERRAT 13
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Management Agreement

On 30th October, 2009, the Company and YMIM entered into an
investment management agreement (the “Investment Management
Agreement”), which was approved by the Shareholders 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.

A new investment management agreement (the “New Investment
Management Agreement”) for three years effective from 1st
January, 2013, with similar terms set out in the Investment
Management Agreement but new annual caps, was approved by
the independent Shareholders on 28th December, 2012. Details
of the New Investment Management Agreement are set out in the
related circular of the Company dated 10th December, 2012.

As at 31st December, 2012, (i) YMIM was an indirect wholly-
owned subsidiary of AGL which was a substantial shareholder of the
Company holding 72.37% interests in the share of the Company; (ii)
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.

For the year ended 31st December, 2012, management fee of
HK$17,635,000 was paid and payable to YMIM by 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 had reviewed
the above continuing connected transaction and confirmed that the
said transaction had been entered into:

(a) in the ordinary and usual course of business of the
Company;
(b) on normal commercial terms or, on the terms no less

favourable to the Company than terms available to or from
(as appropriate) independent third parties; and

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

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

Confirmation for Continuing Connected Transaction

A letter pursuant to Rule 14A.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.
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Retirement Benefits Scheme

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

Audit Committee

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

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters, including
review of the annual report for the year ended 31st December,
2012.

Nomination Committee

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

Remuneration Committee

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

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,
2012.

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, 2012, 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, 21st March, 2013
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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 (effective until 31st March, 2012)
and Corporate Governance Code (effective from 1st April, 2012)
(the "CG Code”) in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange of Hong Kong”) as its own
code on corporate governance practices. The current practices will
be reviewed and updated regularly to follow the latest practices in
corporate governance.

In the opinion of the Board, the Company has complied with the
code provisions of the CG Code during the accounting year, except
that due to their other business commitments, an Independent Non-
Executive Director was unable to attend the annual general meeting
and the extraordinary general meeting of the Company held in
2012 and two Non-Executive Directors were unable to attend the
extraordinary general meeting of the Company held in 2012 (as
provided for in code provision A.6.7 of the CG Code).

Directors’ Securities Transactions

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

Board of Directors

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

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

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

Independent Non-Executive Directors
Dr. Ambrose So Shu Fai

Mr. Albert Ho

Mr. Louie Chun Kit

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

All Directors have access to the services of the Company
Secretary who regularly updates the Board on governance
and regulatory matters. Any Director and member of the
Audit Committee 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.

HIRERRAT 17
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Corporate Management (continued)

Board of Directors (continued)
Attendance of individual Directors at Board meetings in 2012:

Executive Directors

HITEE

Warren Lee Wa Lun (Chairman)
FERERE)

Mark Wong Tai Chun

F R

Non-Executive Directors
HHITEE

Arthur George Dew
WEE

Peter Lee Yip Wah
FHE

Independent Non-Executive Directors
B TEE

Ambrose So Shu Fai

FRiG) e

Albert Ho

fa JRAk

Louie Chun Kit

B EAE

5/5 100%

5/5 100%

4/5 80%

3/5 60%

1/5 20%

5/5 100%

5/5 100%

R-F-—FERFTIIRMEESTSEHEH - EF
SEMSHEAMARAMBESHLE D 14A ZBA - FEK
SEREHEES  MAEAESHARSENSHIEN
MAFIE - EFEENHARGENELIREAREE - U
HRERERA RAREEM X RASHEL FTOLER -

(a) ESEREEEZAGREE

EERNREERS BEEEELANEBE MR
it AN B REEBRERE - #R0EER
B EERE - MARHERERABERERR
X715 RAKERERRREEIS A5

SHK Hong Kong Industries Limited

Not less than 4 regular Board meetings had been held in
2012. At least 14 days’' notice of a regular Board meeting is
given to all Directors to provide them with an opportunity to
attend and all Directors are given an opportunity to include
matters in the agenda for a regular meeting. Board papers
are despatched to the Directors at least 3 days before the
meeting to ensure that they have sufficient time to review the
papers and be adequately prepared for the meeting.

(@) Roles and Responsibilities of the Board and
Management
The Board is committed to establishing the strategic
direction of the Group, setting objectives and business
development plans, maintaining corporate governance
and effective accountability mechanisms in every
aspect of its business. Conducting business in a
socially responsible and honest manner serves both the
Group’s and its shareholders’ long-term interests.
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Management (continued)

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

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

The following mattes must be reserved to the Board:

publication of final and interim results of the
Company;

- dividend distribution or other distributions, if
any,

- changes to Board composition; or

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

During the year, the management had provide all
members of the Board with monthly updates giving
a balanced and understandable assessment of the
Company’s performance, position and prospects in
sufficient detail to enable the Board as a whole and
each Director to discharge their duties under the Listing
Rules.

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

The Company has arranged appropriate directors’ and

officers’ liabilities insurance coverage for the Directors
and officers of the Company.

HIRERRAT 19
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Corporate Management (continued)
Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management (continued)

Director’s training is an ongoing process. During the
year, Directors received from the Company updates
on changes and development to the legislative and
regulatory environments in which the Company
operates. Directors participated in briefings as arranged
and funded by the Company with appropriate
emphasis on the roles, functions and duties of
Directors as well as the market environment relevant
to the business of the Company. The Company had
received record of trainings from each Director relating
to development and refreshment of their knowledge
and skills. The participation by individual Directors in
the continuous professional development is recorded
in the table below:

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

Reading regulatory
updates/attending

Directors in-house briefings Directors’ duties
REESR SHEERERNES

BEERHE BEZERENE

Ex ABENE EHRE 'E

Executive Directors

HITES

Warren Lee Wa Lun

FHER v v

Mark Wong Tai Chun

FRH v v/

Non-Executive Directors

FEITES

Arthur George Dew

WERE v v

Peter Lee Yip Wah

FEE v v

Independent Non-Executive Directors

BYFBITES

Ambrose So Shu Fai

3 v v

Albert Ho

fAIHRAR v v

Louie Chun Kit

Bt 4 4

SHK Hong Kong Industries Limited
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Corporate Management (continued)
i Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management (continued)

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

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

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

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

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

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

Governance Report.

The Board had considered the following corporate
governance matters for the financial year 2012:

- adoption of corporate governance duties under
the CG Code;

- establishment of the Nomination Committee;

- adoption of revised CG Code as the Company'’s
corporate governance practices;

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

- review of the compliance with the CG Code;
and

- review of the effectiveness of the internal

controls and risk management systems of the
Company through the Audit Committee.
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SHK Hong Kong Industries Limited

Corporate Management (continued)

Board of Directors (continued)

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

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

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

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

Executive Committee

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

Audit Committee

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

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

(@  to 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;

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

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

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

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

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

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

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

(a) reviewing the 2011 annual results and 2012 interim
results of the Group;

(b)  discussing with the management of the Company over
the completeness, fairness and adequate accounting
standards and policies of the Group in the preparation
of the 2011 annual financial statements and 2012
interim financial statements;

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

(d)  reviewing and recommending for approval by the
Board the 2012 audit scope and fees;
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Corporate Management (continued)

Audit Committee (continued)

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

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

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

The Audit Committee members met 2 times in 2012 with
external auditor. Each committee meeting was supplied with
the necessary financial information of the Group for enabling
the members to consider, review and assess matters of
significance arising from the work conducted.

Attendance of individual members of Audit Committee at
audit committee meetings in 2012:

Albert Ho (Chairman)
BENETP
Arthur George Dew
G

Louie Chun Kit
Elds

2/2 100%

212 100%

2/2 100%

REZES

FA - BFERURBEZEGUFA LHRIRHE—F
BUFNTESREEIRE  REZEEH=-2KEA
B BB IFITERAIRMELE(ZEETR) REE
L URSFRITERNTELLE - HTHZE SR
HIHREITRIARBTTEL A

REZEEZIEAGREE
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SHK Hong Kong Industries Limited

Nomination Committee
During the year, the Nomination Committee was established
by the Board to comply with the Listing Rules and is chaired
by an Independent Non-Executive Director. The Nomination
Committee has comprised three members, namely Mr. Albert
o (Chairman of the Committee) and Mr. Louie Chun Kit,
being Independent Non-Executive Directors and Mr. Arthur
George Dew, being Non-Executive Director. The Nomination
Committee is provided with sufficient resources to discharge
its duties.

The major roles and functions of the Nomination Committee
are:

(a) to review the structure, size and composition (including
the skill, knowledge and experience) of the Board at
least annually and make recommendations on any
proposed changes to the Board to complement the
Company'’s corporate strategy;
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(b)  to identify individuals suitably qualified to become
Board members and select or make recommendations
to the Board on the selection of individuals nominated
for directorship;

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

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

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

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

There was no change in directorship during the year.

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

Remuneration Committee

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

Corporate Management (continued)

N

vi.

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

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

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

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

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

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

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

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

One remuneration committee meeting was held during
the financial year of 2012 with 100% attendance rate in
the presence of Mr. Albert Ho, Mr. Arthur George Dew
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 and made recommendation to the
Board.

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

Particulars regarding senior management and other Directors’
remuneration and the five highest paid employees as required to be
disclosed pursuant to Appendix 16 to the Listing Rules are set out in
Note 14 to the financial statements on pages 84 to 86.

Company Secretary

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

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

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

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

The Company’s notices to Shareholders for the annual general
meeting ("AGM”) and extraordinary general meeting (“EGM") held
in 2012 were sent to Shareholders at least 20 clear business days or
21 clear days (for AGM) and 10 clear business days or 14 clear days
(for EGM) before the meetings, whichever is the longest.
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Corporate Communication (continued)

The chairman of the Board, chairman/members of the Audit
Committee, Nomination Committee and Remuneration Committee
and the representative of external auditor were available at the AGM
held on 25th May, 2012 to answer questions from the Shareholders.
The chairman of the AGM had explained the procedures for
conducting a poll during the meeting. All resolutions proposed at
the AGM were voted separately by way of poll. All the votes cast at
the said meeting were properly counted and recorded.

An EGM was held in December 2012 for approval of continuing
connected transaction. Independent Non-Executive Directors were
available to answer questions at the EGM. The chairman of the
meeting had explained the procedures of conducting a poll during
the meeting. A resolution proposed at the EGM was voted by way
of poll. All the votes cast at the said meeting were properly counted
and recorded.

Attendance of individual Directors at general meetings in 2012:

AGM EGM

RRBFAE RESFBIAE
Number of meetings
=R 1 1
Executive Directors
BITES
Warren Lee Wa Lun (Chairman)
FER(EE) 1” 100% 11 100%
Mark Wong Tai Chun
FKRE 1/1 100% 11 100%
Non-Executive Directors
FHTES
Arthur George Dew
WERIE 1/1 100% 0/1 0%
Peter Lee Yip Wah
FRE 1” 100% on 0%
Independent Non-Executive Directors
BYkHTES
Ambrose So Shu Fai
3 0/1 0% 0/1 0%
Albert Ho
falHRAR 1”1 100% 1”1 100%
Louie Chun Kit
LS 1”1 100% 1”1 100%

RAREERRBFAGRR _T—=FRA - +HBST
e HRENZERBUBIRETNETRR -
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The forthcoming annual general meeting of the Company will be
held on 24th May, 2013 and resolutions to be proposed thereat will
be voted separately by way of poll.
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Convening of Extraordinary General Meetings
The Company may also communicate with its Shareholders through
extraordinary general meetings, if and when appropriate.

If Shareholders want to convene an extraordinary general meeting
of the Company, those Shareholders may request the Directors
of the Company pursuant to Section 113 of the Companies
Ordinance (Chapter 32 of the Laws of Hong Kong) (“Companies
Ordinance”) to do so, provided that at the date of requisition they
hold, in aggregate, not less than one-twentieth of the paid-up
capital of the Company. The Shareholders’ requisition must state
the objects of the meeting requested and must be deposited at the
registered office of the Company. The requisition may consist of
several documents in like form, each signed by one or more of the
Shareholders concerned.

If, within 21 days from the date of the deposit of the requisition,
the Directors of the Company do not proceed duly to convene an
extraordinary general meeting for a day not more than 28 days
after the date on which the notice convening the extraordinary
general meeting is given, the relevant Shareholders, or any of them
representing more than one-half of the total voting rights of all of
them, may themselves convene an extraordinary general meeting,
provided that any extraordinary general meeting so convened is held
within three months from the date of the original requisition.

Procedures for Shareholders Putting Forward Proposals
Shareholders may put forward proposals for consideration at a
general meeting. Shareholders representing not less than one-
fortieth of the total voting rights of all Shareholders or of at least
50 in number holding shares in the Company on which there has
been paid up to an average sum of not less than HK$2,000 per
Shareholder, may put forward proposals for consideration at a
general meeting of the Company by deposit at the registered office
a written request signed by such Shareholders for such proposals
according to Section 115A of the Companies Ordinance not less
than six weeks before the meeting. The notice shall contain, inter
alia, a description of the proposed resolution desired to be put
forward at the meeting, the reasons for such proposal and any
material interest(s) of the proposing Shareholder(s) in such proposal.

As regards proposing a person for election as a director, details and
procedures are available on the website of the Company.

Procedures for Shareholders Putting Enquiries to the
Board

Shareholders have the right to put enquiries to the Board. All
enquiries shall be in writing and sent by post to the registered office
of the Company in Hong Kong or by e-mail to info@ymi.com.hk for
the attention of Mr. Warren Lee Wa Lun.

The above procedures are subject to the articles of association of the
Company and applicable laws and regulations.
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Constitutional Documents
There was no significant change in the memorandum and articles of
association of the Company during the year.

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

Corporate Control

The Board has overall responsibility in monitoring the process of
corporate reporting and control system throughout the Group.
The corporate reporting standards are delegated to the accounting
department of YMIM in terms of proper and regular reviews on
the deployment of resources and financial reporting systems. The
corporate governance practices and compliance with the Listing
Rules, 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, 2012, the Board, through the
Audit Committee and the management of the Company, reviewed
the internal control system of the Group (including the consideration
of the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting and
financial reporting function).

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

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

Internal Controls (continued)

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.

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

Auditor’'s Remuneration

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

Fees paid/payable

R AL RS gt ENER
HK$'000
FAT
BDO Limited
BBV ERRGTREEAERA
— Audit services
- ZEURTS 250
— Other non-audit services
- B IR 53
303

EERGEARERMBHRRZEE

EECHRRERYERRIIEEZEM - ZEEMRMBIREE
HREZETRAINEIAETFEIZH 2B ULIXERIRE -

Directors’ and auditor's Responsibilities 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 32 to 33.
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Tel: +8522218 8288 25™ Floor Wing On Centre
Fax: +852 2815 2239 111 Connaught Road Central
www.bdo.com.hk Hong Kong

B | +8522218 8288 ERBTHETINNR

fHH © +85228152239 K22 02518

www.bdo.com.hk

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 34 to 135,
which comprise the consolidated and company statements of
financial position as at 31st December, 2012, 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.
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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, 2012 and of the Group's profit and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Joanne Y.M. Hung

Practising Certificate Number: P05419

Hong Kong, 21st March, 2013
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

2012 2011
= —F——F
HK$'000 HK$’'000
TR FHT
Revenue
N 5 34,211
Other net income/(loss)
HAWA, (B518) F 58 6 (143,769)
Administrative and other operating expenses
THRHEALE S (38,525)
Finance costs
EATE R 7 (53)

Share of loss of jointly controlled entities

FEAG SR B A RE R -

Share of loss of an associate

FE 15 —FRIBE & A BB E (989)

Profit/(loss) before income tax
RSB ADRR, (&8) 8 (149,125)
Income tax expense

PSR 9 -

Profit/(loss) for the year
REEBRRN(ER) (149,125)

Profit/(loss) for the year attributable to:

KEEGEF (BB LS -

Owners of the Company

ZA/NEIE 2SN 10 (144,913)
Non-controlling interests

FEiE RS (4,212)

(149,125)

Earnings/(loss) per share attributable to the owners of
the Company (HK cents)
KEAREEARESRERN,(FE) GBIL) 12
- Basic
— EK (3.53)

— Diluted
-8 (3.53)
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HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

2012 2011
=F-—=F —F——F

HK$'000 HK$'000
TERT TAET

Profit/(loss) for the year
RELHF, (BI1E) (149,125)
Other comprehensive income/(expenses)

Hit2EkE(BAH)

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

AHHEMBEEZ A THEES) (21,491)
Reclassification adjustment for realisation upon disposal of available-for-sale financial assets

R SRR ENBEERERMEN DRHE (38,261)
Share of other comprehensive income of jointly controlled entities

FEAG FERPESI A B 2 Efh 2 e -
Reclassification adjustment of share of currency translation on deemed disposal of an associate

BIEHE 2 QRS REINEIE N 2 BHT D BHE -
Share of other comprehensive income of an associate

e — B R B 2 E 2 W e N

Other comprehensive income/(expenses) for the year, net of tax

BBz AFEAMEERE (BA) (59,521)

Total comprehensive income/(expenses) for the year

AEEREKE (BR) AT (208,646)

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

FEEZEWE (BR)BHEELS :

Owners of the Company

ZA/NGIE 2N (204,535)
Non-controlling interests

JEER s @111)

(208,646)
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R-ZZ——F+=-HA=+—H As at 31st December, 2012

2012
—E—_F

Notes HK$'000
HisE FE T

ASSETS AND LIABILITIES
EERAE

Non-current assets
FRBEE
Interests in jointly controlled entities

AR EESI D B 16 =
Interests in associates
NN 17 8,698
Available-for-sale financial assets

A ENIEEE 18 222,989

231,687
Current assets
RBEE
Available-for-sale financial assets
AHHERBEE 18 262,047
Trade and other receivables and prepayment
B 5 REAM W R FBRIE 19 8,233
Amounts due from Jomtly controlled entities
WAL RIS 2 20 -
Amount due from a fellow subsidiary
JEHs — R Z P8 A B R IE 21 2
Financial assets at fair value through profit or loss
BRATVEIRIEERRERE HTBEEE 22 339,461
Taxation recoverable
BT IE 21
Other restricted deposit paid
Hith B R HIF R 23 19,062
Cash and cash equivalents

Re MRS EEY 24 216,632

845,458
Current liabilities
REBEME
Trade and other payables and accrued expenses
B REMENTLEAER 25 1,055
Amount due to a holdlng company
R—FER A RIFRIE 21 -
Amount due to a feIIow subsidiary
R—ERZHB A RFIA 21 4,453
Financial liabilities at fair value through profit or loss
BATEYERTERREECMBAE 26 12,468
Taxation payable

FEBTHIA =

17,976

Net current assets

RBEERE 827,482

Total assets less current liabilities

EEABERABAE 1,059,169

Net assets

EEZRE 1,059,169
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R-Z——F+=HF=+—H As at 31st December, 2012

2012
—E—_F

HK$'000
TR

EQUITY
R

Equity attributable to the owners of the Company

AARBEEAEGRER

Share capital

N 27 411,170
Reserves

s 28 644,059

1,055,229
Non-controlling interests
R RS 3,940

Total equity
EREE 1,059,169

Net asset value per share attributable to the owners
of the Company (HK$)
AAREEAELEBREERECGET) 29 0.26

FIMBEEFIB/BE G ENBEREREARRTEEFE([EEE])  The consolidated financial statements on pages 34 to 135 were
RZEBE—=F=A=+—BIEREERE - WHTIIZES  approved and authorised for issue by the board of Directors of the

~EE: Company (the “Board”) on 21st March, 2013 and are signed on its
behalf by:

Warren Lee Wa Lun Mark Wong Tai Chun

FHfR IR

Chairman Director

B EFE
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R-ZZ——F+=-HA=+—H As at 31st December, 2012

Notes

Hrat

2012
—E—_F

HK$'000
THEx

ASSETS AND LIABILITIES
EERAE

Non-current assets

FRBEE

Investments in subsidiaries

KB ARIRE

15

1,400

Current assets

REBEE

Trade and other receivables and prepayment

B 5 R E MU R IE FRIE
Amounts due from subsidiaries
FEURHT B A BIFIA

Cash and cash equivalents

RekReFED

19

15

24

1,400

450
1,045,118

479

Current liabilities

REAE

Trade and other payables and accrued expenses

B 5 REAMER R R IE E R
Amounts due to subsidiaries
RSB A RIFOA

Amount due to a holding company
R— IR A TR

Amount due to a fellow subsidiary

R—FER 2K B R RFIR

25

15

21

21

1,046,047

1,016

1,380

4,453

6,849

Net current assets

RBEEFE

1,039,198

Total assets less current liabilities

EERERABAR

1,040,598

EQUITY
&S
Share capital
%N
Reserves

fFEf

27

28

411,170

629,428

Total equity
R

1,040,598

Warren Lee Wa Lun

FHEM

Chairman

e
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Mark Wong Tai Chun
FREH

Director

EF



2012 3R

GEERBER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

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

LN EIN i FERER

Capital Capital ~ Investment
Share Share redemption contribution revaluation Translation  Retained  Dividend

capital  premium  reserve  reseve  reserve  reserve  eamings resemve Total

ke ROEE 41RERG ERHARE REEGRE EXRE RERY  BERE L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tér  TEr TEn  TEx  TEr  TEr  TEx  TEr  TEr  TEn  TER

At Tst January, 2012
,Fﬁ 7¢ H Eimf

Profitf{oss) for the year

KERER)/(E8)

Other comprehensive income/(expenses):
Efb2mkE/(BR) -

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

LR EE, ATEED

Reclassification adjustment for realisation upon
disposal of available-for-sale financial assets

RHETHHENHERRER
ErippcEl

Share of other comprehensive income of
jointly controlled entities

ELRBHL A A2 ERE

Redlassification adjustment of share of currency
translation on deemed disposal of an associate

RiELE-EREAAREEINEEL
LEMHERE

Share of other comprehensive income of
an associate

Efb-RRERT AR ERE

Total comprehensive income/(expenses)
for the year

rERRARG/ (BR)EH

Proposed final dividend (Note 11)
RiRRERE (M)

At 31st December, 2012
“E-CET-R=T-RBEE

i W EELEARMEEERD) 341,000 TTIER G A BTGk R 2 i - #  The aggregate amount of these balances of HK$822,341,000 represents
the reserves in the consolidated statement of financial position.
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

Non-

controlling
Equity attributable to the owners of the Company INEES

BAE

Capital Capital Investment
Share Share  redemption  contribution revaluation Translation Retained
capital premium reserve resene Tesenve resenve eamings
e s 2 E REEMGRE  EXRE
HK$000 ! HK$000 HK$'000 HK$'000 HK$'000 [ HK$'000 HK$'000
BT T i T

At 1st January, 2011

“T—F-f-R#E 409,350 487,776 20,032 367 52,672 - 287,747 1,257,944 8,051 1,265,995
Loss for the year

KEERR - - - - - - (144913 (144913 @210 (199.129)
Other comprehensive (expenses)income:

L2 E(BR)/ W

Change in fair value of available-

for-sale financial assets
TRHENBEEATERY - - - - (21,491) - - (21,491) - (21,491)
Reclassification adjustment for realisation upon

disposal of available-for-sale financial assets
RHET T ENHERRER

BN AERE - - - - (38.261) - - (38,261) - (38,261)
Share of other comprehensive income

of an associate
E-ERENTZ M2 RS - - - - - 130 - 130 101 BI

Total comprehensive (expenses)fincome
for the year
TEERA(ER)WELs - - - - (59.752) 130 (144913 (20453) @y (208646)

Exercise of warrants
ERREE 1820 5 = S = = = 1820 - 1820

Transactions with owners
HEEAIRS 1820 = - - = = = 1,820 = 1820

At 31st December, 2011

“3——F{-f=t-HEE 411,170 487,776* 20,032* 367+ (7,080)* 130* 142,834 1,055,229 3940 1,059,169
* S AERRAEREG44,059,000/8 TTIE R AR B B ISR R 2 /bt *  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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HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

2012 2011
=F-—=F —F——F

HK$°000 HK$'000
FBT FBT

Cash flows from operating activities

REEBCRERE

Profit/(loss) before income tax

FTis R A E R,/ (&18) (149,125)
Adjustments for:

M TPIEREH A

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

HE Mo a R EVHEE SR 6 (34,784)
Dividend income

BB A 5 (19,440)
Interest income from available-for-sale financial assets

AT E I TS B B 2 M B 5 (13,818)
Interest income from bank deposits

RITERFLSMA 5 (953)

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

BAFEIRREBRREEMBEERAB L ATEMES), HiR 6 177,073
Impairment on interest in an associate
PA— R 2 A Al i 2 R AD 8 8,699

Gain on deemed disposal of interest in an associate

RS RRERRERE 2 WaE -
Exchange loss

bE S 1R 1,717
Share of loss of jointly controlled entities

FEMG RS A TR -

Share of loss of an associate

e — i A AR 1R 989
Interest on bank borrowings
IRITERZ L 7 53
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CONSOLIDATED STATEMENT OF CASH FLOWS

HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

2012 2011
=F-—=F —F——F

HK$'000 HK$"000
TERT TAT

Operating loss before working capital changes
RETREESEHPR 2K LA (29,589)

Increase in trade and other receivables and prepayment

B 5 I EL A REWCRRIE [ TR FRIEE hn (7,772)
Decrease/(increase) in other restricted deposit paid

H i AR HIFROR D, (42 0) (19,062)
Decrease in amount due from a fellow subsidiary

R Ui — Fil [] 22 BfT B8 X B OB 28
Increase/(decrease) in trade and other payables and accrued expenses

g5 R E R R e B AL, CR) (556)
Increase/(decrease) in amount due to a holding company

R—FEPERR R R I, (R L) (293)
Increase/(decrease) in amount due to a fellow subsidiary

R —FE R Z M & A Rk E R, CRi ) (12,985)

Increase in amounts due from jointly controlled entities
JRE W SR [R P22 6 2 BRI A -

Change in financial assets and liabilities at fair value through profit or loss

BRATVEIRIEERRERE B EERAEES 274,117
Cash (used in)/generated from operations

REEB(RR) /EE2BRe 203,888
Dividend received

[mAlE 4 19,440
Bank interest received

EHERITHE 953
Hong Kong Profits Tax refund/(paid)

BB/ (BE)BBFIEH (158)
Interest on bank borrowings paid

BERRITERZFIE (53)

Net cash (used in)/generated from operating activities

B (FER) EEZESFE 224,070
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GEETRER
CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

2012 2011
=F-—=F —F——F

HK$°000 HK$'000
TERT TAET

Cash flows from investing activities

REXB2RERE

Acquisition of jointly controlled entities
AL EEH AT =

Purchase of available-for-sale financial assets

BARHNERBEE (246,381)
Proceeds from disposal/redemption of available-for-sale financial assets

HE, IR E M E E 2 TS F0R 222,512

Distribution out of capital from available-for-sale financial assets

HAHEENEEE 2 ERD# 8,021

Interest received from available-for-sale financial assets

AR EMTEEE Z E NN S 6,861

Decrease in pledged bank deposits

SRITHEIRF FOR D 1,497
Net cash generated from/(used in) investing activities

REEBEE /(BRI ZHSFH (7,490)
Cash flows from financing activities

RMEXBERERE

Repayment of bank borrowings

BERITER (113,901)
New bank borrowings raised

SEMEMERITER 90,000
Proceeds from issuance of shares

BTN 2 PIISFRIR 1,820

Net cash used in financing activities

MEXBRACHESFE (22,081)
Net (decrease)/increase in cash and cash equivalents

RERASZEYORD) 1ENFHE 194,499
Cash and cash equivalents at 1st January

R—A—BZEREREASZEY 22,133

Cash and cash equivalents at 31st December

RT-ZA=1+—HZ2BeRREEEY 24 216,632
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T——F+=HF=+—HILFE For the year ended 31st December, 2012

—RER

FTREARABR(TARR ] TIREBEMASL KA
BEZARBERR - ARAEMMPERMALREE
ELEMN RBEBEFE LI BI38RBMAREAES
B1801E - RARIZBRNERBBAZZMARLDE
(I &8 AT)) £ o

RZEBE——F+_A=+—8  ARFAZHRARAKE
A RS 2 BB AR AR AR R 2 AR
ARIABEEBERAR(HMAEE])  BMEekEA—
MEAEBEMK L2 AR EMARAR - NAEZHFK
275 Blee and Lee TrustZ {E5EA ° Lee and Lee Trust
ZIETEAZEEEEMIU AT A E T 5 Ti8 138570
SBRERE24E -

ARBREMBAR(SREAIAEREDRFAZEIEE
BERRERLTRIFLTZERMTA -

RAFTNEBIT 2BV BREEN((EFEY
BE|EER )

2.1 RNRIET E BB REEN - ——F—
BA—HBEXK

RAFE  AEECHEXEATIBEESR
Ag([EEEHMAE])MRM 2 EBHME
HELENBFT  HEAEER _T——F—H
— B2 FEHRE . HERRBEALBL -

BB BRG]
BT ZERT

BE-HRoREE

RNZEETEM RS ENETHARE 2/
BRERLBEATE -

SHK Hong Kong Industries Limited

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, 2012, 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")

2.1 Adoption of revised HKFRSs — effective 1st
January, 2012

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,

2012.
Amendments to Disclosures — Transfers of
HKFRS 7 Financial Assets

The adoption of the amendments to HKFRS has
no significant impact on the Group's financial
statements.



B A5 R M AE

NOTES TO THE FINANCIAL STATEMENTS

HE-T—

2. EFAHTREBR2ERMBRELEN(EEY

BmEER D) (&)

22 EEMAERRERNN RETEBMBRE

piz 4= |

b 32|

T3 AT B B AR SR BB RS R A ARORT S IERT
BEMBHREE LD RM

RAREBIRFRM o

s e (CH)

BBSEAE R 28]
(f{ET)
BEEFERE325
ZIERT
EERBIMEERETR
ZIEFT
BN BIMEERES
BEERBIMEERE105
BERBMEERE 1S
BERBMEERE125
BERBIMEERE 135
EAGERETR

(ZF—F)
FEEAFH
(=F—%)

BBHBREENF05
BEMBREERE 125
REBGHERERZ
{ uT( T__i)

! R FLA - ARZEMARZFEY

AR

2 RIZB—=F—F—HRZEKMARZFEH

S

2 R-Z—MF—-F—HARZEMARZFEH

AR

g RZZ-RAF-A—HARZEMARZFEH

XY

ZHF+ZA="+—HIEFE For the year ended 31st December, 2012

—EENEFECT——FRY

ZFERE
Hip2AEER 2 250

BHeRAENERAE
BHeRAENERAE

TRTA
FRAMBHRE
BERHR
BEREMER L
AF{ERE
BUSTBHRER

REERARAEDAL
WA
Tiéﬁ i

HE i R AR IR AR

2.

2012 3R

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.

HKFRSs
(Amendments)

Annual Improvements 2009-2011 Cycle?

Amendmentsto  Presentation of Items of Other
HKAS 1 (Revised)

Amendments to
HKAS 32

Amendments to
HKFRS 7

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HKAS 27 (2011)

Comprehensive Income!

Offsetting Financial Assets and Financial
Liabilities?

Offsetting Financial Assets and Financial
Liabilities?

Financial Instruments*

Consolidated Financial Statements?

Joint Arrangements?

Disclosure of Interests in Other Entities?

Fair Value Measurement?

Separate Financial Statements?

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

Amendmentsto  Investment Entities?

HKFRS 10, HKFRS

12 and HKAS 27

(2011)

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

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

s Effective for annual periods beginning on or after
1st January, 2014

& Effective for annual periods beginning on or after
1st January, 2015
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SHK Hong Kong Industries Limited

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)

HKFRSs (Amendments) — Annual Improvements
2009-2011 Cycle

The improvements made amendments to the
following standards:

(i) HKAS 1 Presentation of Financial
Statements

The amendments clarify that the
requirement to present a third statement of
financial position when an entity applies an
accounting policy retrospectively or makes a
retrospective restatement or reclassification
of items in its financial statements is
limited to circumstances where there is a
material effect on the information in that
statement of financial position. The date of
the opening statement of financial position
is the beginning of the preceding period
and not, as at present, the beginning
of the earliest comparative period. The
amendments also clarify that, except for
disclosures required by HKAS 1.41-44
and HKAS 8, the related notes to the third
statement of financial position are not
required to be presented. An entity may
present additional voluntary comparative
information as long as that information is
prepared in accordance with HKFRS. This
may include one or more statements and
not a complete set of financial statements.
Related notes are required for each
additional statement presented.

(ii) HKAS 32 Financial Instruments:
Presentation

The amendments clarify that income tax
relating to distributions to holders of
an equity instrument and to transaction
costs of an equity transaction should
be accounted for in accordance with
HKAS 12 Income Taxes. Depending on
the circumstances these items of income
tax might be recognised in equity, other
comprehensive income or in profit or loss.
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2. RAFIT SR LEIT 2R BREEAN(EFBY 2 Adoption of New or Revised Hong Kong
FREER 1) (E) Financial Reporting Standards (“HKFRSs")
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A (&)

ERMBHREEN(E]) —EENFECTE
——FERZFERERE)

(i)  BEGHERE345 PP B RS
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F) 2B - REER
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X5 - REBRZKERERERENEEZ
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# RRESRREES -

(continued)

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

HKFRSs (Amendments) — Annual Improvements
2009-2011 Cycle (continued)

(iii) HKAS 34 Interim Financial Reporting

The amendments clarifies that in interim
financial statements, a measure of total
assets and liabilities for a particular
reportable segment need to be disclosed
when the amounts are regularly provided
to the chief operating decision maker and
there has been a material change in the
total assets and liabilities for that segment
from the amount disclosed in the last
annual financial statements.

Amendments to HKFRS 7 — Offsetting Financial
Assets and Financial Liabilities

HKFRS 7 is amended to introduce disclosures for
all recognised financial instruments that are set off
under HKAS 32 and those that are subject to an
enforceable master netting agreement or similar
arrangement, irrespective of whether they are set
off under HKAS 32.

Amendments to HKFRS 10, HKFRS 12 and HKAS
27 (2011) — Investment Entities

The amendments apply to a particular class of
businesses that qualify as investment entities. An
investment entity’s business purpose is to invest
funds solely for returns from capital appreciation,
investment income or both. It evaluates the
performance of its investments on a fair value
basis. Investment entities could include private
equity organisations, venture capital organisations,
pension funds and investment funds.
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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)

Amendments to HKFRS 10, HKFRS 12 and HKAS
27 (2011) — Investment Entities (continued)

The amendments provide an exception to
the consolidation requirements in HKFRS 10
Consolidated Financial Statements and require
investment entities to measure particular subsidiaries
at fair value through profit or loss rather than to
consolidate them. The amendments also set out the
disclosure requirements for investment entities. The
amendments are applied retrospectively subject to
certain transitional provisions.

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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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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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 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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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.

Amendments to HKAS 1 (Revised) -
Presentation of Items 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.

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.

HIRERRAT 51



Annual Report 2012

BrIE AR M AT

NOTES TO THE FINANCIAL STATEMENTS

52

T——F+=HF=+—HILFE For the year ended 31st December, 2012

BEARSHBEREE
3.1 ImBEE

3.2

FIMEEZF 1B BRERDBEE LA
RERMzBEEMBRESEN(ERBEMEE
Rz @EREEMBREER  FEGTEAR
BEZSRE) REBRRIGRHIRE - MIERRI
BREBBIMAES EMARNT ETRADZ
BRKERE

REL SHMERAB A ZEAS B
T - BBAERBIN  RERECREZRS
FEEHER - RAKEBIEAMISHRE £
RESARERZ PEREBR 2 FED R 2
WE(NE) -

MR THRIRE L RAEREL » B

- DERFHEENEEERRATET
RLEEREEEZSBTIE - &

- TEEBMTA

BATFEFIE o 58 ERN AT R HENR

it o

BEIE  HGEMNEHRREARBEAGETR
B&R - BEWSEFDIREREHRITEMHR
TEFARMKRFEMEL - EERERERK
RN ZEMLF - PRESREH B REH
Mz BEIRUBRRELERBRREMETZ
EEHRH AL

FEREREKSHIEE

BANBEEHEAARRENBEAIAES
E+=A=+— Bty IS -

SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies

351

3.2

Basis of preparation

The financial statements on pages 34 to 135 have
been prepared in accordance with HKFRSs which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards and Interpretations
issued by the HKICPA and the Hong Kong
Companies Ordinance. The financial statements
also include the applicable disclosure requirements
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong (the “Listing
Rules”).

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

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

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

- derivative financial instruments

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

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

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.
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3. Summary of Significant Accounting Policies
(continued)
3.2 Basis of consolidation and business combination

(continued)

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.

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.
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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.2

Basis of consolidation and business combination
(continued)

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

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

Subsequent to acquisition, the carrying amount
of non-controlling interests that represent present
ownership interests in the subsidiary is the amount
of those interests at initial recognition plus such
non-controlling interests’ share of subsequent
changes in equity. Total comprehensive income is
attributed to such non-controlling interests even if
this results in those non-controlling interests having
a deficit balance.
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3. ERSHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
3.3 MEARAF 3.3 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 3.9) unless the subsidiary
is held for sale or included in a disposal group.
The results of subsidiaries are accounted for by
the Company on the basis of dividends received
and receivable at the reporting date. All dividends
whether received out of the investee’s pre or post-
acquisition profits are recognised in the Company’s
profit or loss.

Associates

Associates are those entities over which the Group
is able to exert significant influence, generally
accompanying a shareholding of between 20%
and 50% of voting rights but which are neither
subsidiaries nor 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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SHK Hong Kong Industries Limited

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.

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.



B A5 R M AE

NOTES TO THE FINANCIAL STATEMENTS

HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

BEREHEHEBE(E)

3.4

BE AT (E)

EAKEMABE AR ZBRERNBBER
HBERR R - ARETEE— PR
iR BRIFEBBEEREERERRREZ
REMR - UL E - NEBEREE QAo
SRR AT ENREREE  EREE
ERBRAEBRNZE SR RMIREFE )
AR SR B R AR

RERERER AEBREZBVARLE
BREERR 2 REERBIFEMEE - NS
BER  AEERERGHEEATBEERT
REZERBZRE NIRRT - HEBHZFT
R AARBEMFTEZ RAFERNEE QR
2 AT (Bl SRR (158 PR (B (E B P ERL H S A
EFRzBRE)BHERAEIER - RETRE
ZEREER  ARBEGFEHHIAZBER
AEAZABHAARKRSRENRE - BIEZH
ERABEMEANREKEEHEZIREN
BRAZRERE

2012 3R

3. Summary of Significant Accounting Policies
(continued)

34

Associates (continued)

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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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.5

Joint ventures

Jointly controlled entities

Joint venture arrangements that involve the
establishment of a separate entity in which
venturers have joint control over the economic
activity of the entity are referred to as jointly
controlled entities.

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

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

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

315

Joint ventures (continued)
Jointly controlled entities (continued)

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognise
any impairment loss with respect to the Group's
investment in a jointly controlled entity. When
necessary, the entire carrying amount of the
investment (including goodwill) is tested for
impairment in accordance with HKAS 36
“Impairment of Assets” as a single asset by
comparing its recoverable amount (higher of
value in use and fair value less costs to sell)
with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of
the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36
to the extent that the recoverable amount of the
investment subsequently increases.

Upon disposal of a jointly controlled entity that
results in the Group losing joint control over that
jointly controlled entity, any retained investment
is measured at fair value at that date and the
fair value is regarded as its fair value on initial
recognition as a financial asset in accordance with
HKAS 39. The difference between the previous
carrying amount of the jointly controlled entity
attributable to the retained interest and its fair
value is included in the determination of the gain
or loss on disposal of the jointly controlled entity.
In addition, the Group accounts for all amounts
previously recognised in other comprehensive
income in relation to that jointly controlled entity
on the same basis as would be required if that
jointly controlled entity had directly disposed of the
related assets or liabilities. Therefore, if a gain or
loss previously recognised in other comprehensive
income by that jointly controlled entity would be
reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as
a reclassification adjustment) when it loses joint
control over that jointly controlled entity.
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SHK Hong Kong Industries Limited

+—H LEFZ For the year ended 31st December, 2012

Summary of Significant Accounting Policies
(continued)

3.5

3.6

Joint ventures (continued)
Jointly controlled entities (continued)

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

Where a group entity transacts with a jointly
controlled entity of the Group, profits or losses are
eliminated to the extent of the Group's interest in
the jointly controlled entity.

Investment in a jointly controlled entity of the
Company is stated at cost less any identified
impairment loss. Results of the jointly controlled
entity are dealt with in the financial statements to
the extent of dividends received and receivable.

Foreign currency translation

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

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

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

3.6

3.7

3.8

Foreign currency translation (continued)

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

Revenue recognition

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

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

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

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

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset
are capitalised during the period of time that is
required to complete and prepare the asset for its
intended use. A qualifying asset is an asset which
necessarily takes a substantial period of time to get
ready for its intended use or sale. Other borrowing
costs are expensed when incurred.
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3. ERSHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
3.8 EBRARE) 3.8 Borrowing costs (continued)
EEERYESN  BEFRANELRRETE Borrowing costs are capitalised as part of the cost
BEEERTRASHEENTHE - EFRKAK of a qualifying asset when expenditure for the
WERNMLBEEREENKAZH - ERAH L asset is being incurred, borrowing costs are being
%Wi‘ﬁﬁ/*\;ﬁ*%;éﬁ{’ﬂiﬁiﬁﬁLiﬁjﬁE’Jﬁﬁﬁ incurred and activities that are necessary to prepare
WHEEENE  BRKATEBEEANL - 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.
3.9 FEIBEERE 3.9 Impairment of non-financial assets
B AR - BE AR MERIEH AR 2 EmA Interests in subsidiaries, associates and jointly
‘iﬁﬁﬁﬁﬁ?ﬂﬂ%ﬂ controlled entities are subject to impairment testing.
A EEIER B ANl E A S E All non-financial assets are tested for impairment
BREE 2 SR B TREA RIS - whenever there are indications that the asset’s
carrying amount may not be recoverable.
EREELEERAEBREETRERE = An impairment loss is recognised as an expense
RIS ERAST YL - ANEIRZE AR TN immediately for the amount by which the asset’s
ANEEREERAEFHEEME RS E carrying amount exceeds its recoverable amount.
NEEEREERE - GiRkBEeSTa v ER Recoverable amount is the higher of fair value,
BiATAL I RALID E HIB(E - DA RIRIR B 48 ¥ reflecting market conditions less costs to sell, and
SEFEEEREGBEESERE 25 - 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.
M EFEA S WEEELEZIRERAKRE For the purposes of assessing impairment, where
ETBIREMEE - B AU E FREE TH IR A 98 an asset does not generate cash inflows largely
VEARSTAZE/ERIEE(IRESELRSE independent from those from other assets, the
NL)EETF - Btk » B EERERH XN EITFERD recoverable amount is determined for the smallest
AR - ZEES ﬁ%ﬁlﬁyiﬁﬁﬁi 87K group of assets that generate cash inflows
TRl - 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.
KREEREESTSARESEREERNRQAFE Impairment losses recognised for cash-generating
B A EREE(INAETE )N - FEaE units are charged pro rata to the assets in the cash
B EZREEESEN 2 EEFR - 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.
62 SHK Hong Kong Industries Limited



B ISR M A

NOTES TO THE FINANCIAL STATEMENTS

3.10

HE-ZT——F+-A=+—HL5JE For the year ended 31st December, 2012
3. EASTTBEREE)
3.9 FEMKEEREGE)
M AP E & B I Y B 3R B8 2 (AT HE 3R B F 2k
% RIEEEMEE  EUEEZRABENS

BHRY EEREMEBRZERATREEE 2
ARmE(E

AEERMBARMBEZERARKRERNEER
A2 EEAINZ B EE 2 ST BEREINMT ©

S EERIA TR DM -

- BAFEIIRRERS
=

FRERIE 2 TS E

- ERRERRIE &
- AHEENBEE

%EEH%?E?H&ZE%HM&%FZE B R
REREEMBEEZ DR INFAREE
ERT - REEHRE B REHRFEZED ©

FIENBEERS E$%.Wﬁﬁ?ﬁ:[ﬁﬁﬁ/\
WG ZZT R - 75 TRER o MEB 7=k
BREEZUBEENRR S B BERLEUSE
R EMBEERVZHERE - iR AT AR

C BN WIRE IR AT ER AR - Al
HZEEJ&WE KNG E ©

%Wﬂl?ﬁﬁqfﬁi\/ﬁEZ%ﬂ
A BB 5 e B [ ¥ 2 B R
EEE/L‘,\ °

MREEE R
- IS E ERIEUH

2012 3R

3. Summary of Significant Accounting Policies
(continued)

319

Impairment of non-financial assets (continued)

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

Financial assets

The Group's accounting policies for financial assets
other than investments in subsidiaries and associates
and interests in jointly controlled entities are set out
below.

Financial assets are classified into the following
categories:

- financial assets at fair value through profit
or loss;

- loans and receivables; and
- available-for-sale financial assets.

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

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

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred.
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3. ERSHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
3.10 BIBEEE) 3.10  Financial assets (continued)
(i) RAFEIERREEZREEZUKE 0) Financial assets at fair value through
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profit or loss

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

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

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

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

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

(continued)

3.10 Financial assets (continued)

0]

(i)

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

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

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

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

Loans and receivables

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

(continued)

3.10  Financial assets (continued)

(iii)

Available-for-sale financial assets

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

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

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

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

3.10

Financial assets (continued)
Impairment of financial assets

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

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

- significant financial difficulty of the debtor;

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

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

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

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

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

group.
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Summary of Significant Accounting Policies
(continued)

3.10

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

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

(@) 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.

(b) Available-for-sale financial assets

When a decline in the fair value of an
available-for-sale financial asset has
been recognised in other comprehensive
income and accumulated in equity and
there is objective evidence that the asset
is impaired, an amount is removed from
equity and recognised in profit or loss
as an impairment loss. That amount is
measured as the difference between the
asset’s acquisition cost (net of any principal
repayment and amortisation) and current
fair value, less any impairment loss on that
asset previously recognised in profit or loss.
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3. EARSHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
3.10 BIBEEE) 3.10  Financial assets (continued)
M EEE(E) Impairment of financial assets (continued)
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(b) Available-for-sale financial assets
(continued)

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

(c) Financial assets carried at cost

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

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

Summary of Significant Accounting Policies
(continued)

3.10

3.12

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

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

Derivative financial instruments

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

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

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

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

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

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

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

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

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

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

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

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

(a) the entity has a legally enforceable right to

set off current tax assets against current tax
liabilities; and
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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.12

3.13

3.14

Accounting for income taxes (continued)

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

(i) the same taxable entity; or

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

Cash and cash equivalents

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

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

Share capital

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

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

SHS

Employee benefits
Retirement benefits

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

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

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

Short-term employee benefits

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

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

Financial liabilities

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

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

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.
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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.16

Financial liabilities (continued)

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

Derivatives

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

Financial liabilities at fair value through profit
or loss

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

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

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

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

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

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

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

Other financial liabilities

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

Financial guarantees issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.
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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.17

3.18

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 @ member of key management

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

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

(i) The entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others).
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(ii) 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).

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

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

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

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

(a).

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

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

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

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

(iii) dependents of that person or that person’s
spouse or domestic partner.
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SHK Hong Kong Industries Limited

Summary of Significant Accounting Policies
(continued)

3.19 Segment reporting

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

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

Critical Accounting Estimates and Judgements

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

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

Fair value of financial assets and liabilities

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

Impairment of amounts due from subsidiaries and
jointly controlled entities

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

Impairment of available-for-sale financial assets

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

Impairment of interests in jointly controlled entities
and associates

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

Impairment of trade receivables

The Group’s management determines impairment of trade
receivables on a regular basis. This estimation is based on
the credit history of debtors and current market conditions.
Management reassesses the impairment of trade receivables
at the reporting date.
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Critical Accounting Estimates and Judgements
(continued)

Deferred taxes

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

Determination of active market

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.

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

revenue from these activities.

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

2012 2011
—E——fF —E——F

HK$°000 HK$'000
FTigx TAT

Interest income from available-for-sale financial assets

AT E R TS E B 2 B S 13,818
Interest income from bank deposits
RITERFEUA 953
Dividend income
A2 A
— listed investments
- FmRE 15,060
— unlisted investments
— I LETIRE 4,380
34,211

SHK Hong Kong Industries Limited
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6. Haplw A /(&8 )R8 6. Other Net Income/(Loss)

2012 2011
=F-—=F —F——F

HK$°000 HK$'000
FTEx THET

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

BAHESIRMERGSREE M BEE

RkeEz A THERE(E1R) (H:7) (177,073)
Realised gain on disposal/redemption of available-for-sale financial assets
HE TEE A HER A E s B R 34,784
Sundry income
FETRM 193

Gain on deemed disposal of interest in an associate
RS QAR ERREDE 2 W -

Exchange loss, net

b N s8R RE (1,673)
(143,769)
et - /FET%Hj%l:ﬁﬂ_&#tﬁz%@%zwE‘E&EET}T&EEJE@ Note:  Including realised gain of HK$108,903,000 (2011: realised
ZIBARE < BN R85 5 /3108,903,000 loss of HK$137,118,000) and realised loss of HK$148,000
ABT(ZT——F H5E $8137,118,0007%8 7T ) & (2011: Nil) on disposal of listed and unlisted financial assets
148,000 (=T ——4F : ) o at fair value through profit or loss respectively.
7. B #& AR 7 7. Finance Costs

2012
—E—_F

HK$°000 HK$°000
TERT THET

Interest on bank borrowings wholly repayable within five years
BEREFRNERER ZRITEFRIE 53

8. Fris®ianaER(Eia) 8. Profit/(Loss) before Income Tax

2012 2011
=F-=F —F—F

HK$'000 HK$'000
TR TAT

Profit/(loss) before income tax is arrived at after charging:
FSBiATE R, (E18) ENKR T 5I&1E -

Auditor’s remuneration

ZERRT BN < 250
Employee benefit expense (including Directors’ emoluments (Note 14)) (Note 13)

EERMNAX(BIEESME (Hat14)) (K1aE13) 2,904
Management fee (Note 31)

EBBAIEE31) 17,672
Impairment on interest in an associate

PN D R 2 Fead 8,699
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9. FrieBip
BABEFERARFE 2 (A5 RS IR 16.5%

FHEBEE - BE_T—FT A=t HLFEYE
BRNEHIHRRBEARE Y EAFERBOEF) -

Current tax

REATIR

Income Tax Expense

Hong Kong profits tax has been provided at the rate of
16.5% on the estimated assessable profits for the year.
No Hong Kong profits tax had been provided for the year
ended 31st December, 2011 as the Group had no estimated
assessable profit.

2012 2011
—E-—C—F

—F—F
HKS$000 HK$'000
TR TET

PRS B BIRERREFEz gtar (BiR) 28
BRI

Profit/(loss) before income tax

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

2012 2011
—E——F —ET——%F

HK$°000 HK$°000
TERT THET

FrSEiAE R,/ (&H8) (149,125)
Tax calculated at the applicable rate of 16.5% (2011: 16.5%)

REANE16.5%(ZF——%F : 16.5% )51 H 2 H1A (24,605)
Tax effect of non-deductible expenses

ARG L 2 i s 2 5,287
Tax effect of non-taxable revenue

BERBRA BB E (14,326)
Tax effect of unused tax losses not recognised

KRR AERARBE B R E 33,657

Utilisation of previously unrecognised tax losses

RS RIARER 2R EER

Income tax expense

SR

R-ZE——F+-A=+—8 AEBEERDARLEE
$8#9239,859,000/8 7L ( = ZF ——4F : #J388,470,000/%
7C) - A R{EREEZFEBE 2 A 82 KRR E R T
EARIESE o ARNESRTERIARACEFIR R - Bt E LR
EVBBHBERELCHBEEE - BRIFBITREEN © Z
EBBBHETEER - R TMESARERELETEE

& -

RIE——F+-A=+—H ARREERXREIR
ERBREERBE(ZT——F: 8) -

82 SHK Hong Kong Industries Limited

As at 31st December, 2012, the Group has unused
tax losses of approximately HK$239,859,000 (2011:
approximately HK$388,470,000) 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, 2012 (2011: Nil).
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HE-T—

10.

1.

12.

13.

AR EERABIERFERR,(EE)

R BB AN AL 4R G % 7 49 134,447,0007%8 7T (=
T ——F : FEiE4144,913,000/87T) © HP L
198,352,000/8 70 (=T —— 4 : [E51849213,276,000/8
TO)ERARRZ M IEHERARIE ©

BRE

EEeRBREHE T ——_F+t_A=1+—HLHF
EZREBEFSROSHEN(ZZ—F : &) AHY
20 559,000 L (=T ——%F : &) o ERARBAGFA

ARIBER (TR DR ERITZ BRAF RS LHE -

ERREEAEBEEREFR,(FHIR)

BREREF,(BIB) HIRERARES AEREIELD
134,447,000 0 (= Z ——F : [E51849144,913,00078

TC) RARFE B BT B 2 INEFI$04,111,704,320
A% (=T ——% : 494,105,916,0000%) 5+ & -

FARRASETELBFTELLTAR  #BE-F
——E+ A=t BLFEZSREERNEERE
PREARRF o

ARTERREZAGRBERNE  WHE_Z—F
+=—A=+— Hﬁithk% %Em%mi%%$
E518 -

BEEAMAX(BEESHE)

Basic salaries

ZHF+ZA="+—HIEFE For the year ended 31st December, 2012

10.

11.

12.

13.

2012 3R

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

Of the consolidated profit attributable to the owners of the
Company of approximately HK$134,447,000 (2011: loss of
approximately HK$144,913,000), a profit of approximately
HK$198,352,000 (2011: loss of approximately
HK$213,276,000) has been dealt with in the financial
statements of the Company.

Dividend

A final dividend of HKO.5 cent (2011: Nil) per share for the
year ended 31st December, 2012, totalling approximately
HK$20,559,000 (2011: Nil), has been proposed by the
Board and is subject to approval by the shareholders of the
Company (the “Shareholders”) at the forthcoming annual
general meeting.

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

The calculation of basic earnings/(loss) per share is
based on the profit attributable to the owners of the
Company of approximately HK$134,447,000 (2011: loss
of approximately HK$144,913,000) and on the weighted
average number of 4,111,704,320 (2011: approximately
4,105,916,000) ordinary shares in issue during the year.

Diluted earnings per share for the year ended 31st
December, 2012 is same as the basic earnings per share as
the Group had no dilutive potential ordinary shares during
the year.

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

Employee Benefit Expense (including Directors’
Emoluments)

2012
—E—_—F

2011
—E——%F
HK$'000
FAT

HK$'000
FH

EXE® 2,814

Contributions to defined contribution plan

ERRFETEIHE 90

Discretionary bonuses

B IBIEAT -
2,904
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

14. EEMERIEEERSFMALTEHES 14.  Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments

141 EEMS 14.1  Directors’ emoluments
ENsSENESZEBEWT ¢ The emoluments paid or payable to the Directors

were as follows:

Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits  contributions fee Total

HER RINER
Esfd Rt &R AR ®E L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR FRT FRT TRT

2012

—E-—F

Executive Directors

HITEF

Warren Lee Wa Lun (Chairman)
FER(TE)

Mark Wong Tai Chun

B2

Non-Executive Directors
HHITEF

Arthur George Dew
T

Peter Lee Yip Wah
FEiE

Independent Non-Executive Directors
BUHPRTEF

Ambrose So Shu Fai

ErlitiE

Albert Ho

Tl AR

Louie Chun Kit

Eistt

84 SHK Hong Kong Industries Limited
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HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

14. EEMELEEZESTMALIMES(EZ) 14. Directors’ Emoluments and Five Highest Paid
Individual’s Emoluments (continued)
141 EEEE(E) 14.1 Directors’ emoluments (continued)
Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits contributions fee
Hek RRER
EEY0kn HAt g5 SHEIERR ®e
HK$'000 HK$'000 HK$'000 HK$'000
FHIT TAT FHT THT
2011
—E——F
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
ZER(EE) 20 2,500 90 - 2,610
Mark Wong Tai Chun
BN 20 - - - 20
Non-Executive Directors
HHTEF
Arthur George Dew
I GEYS 70 - - - 70
Peter Lee Yip Wah
A 20 - - - 20
Independent Non-Executive Directors
HUHHTEE
Ambrose So Shu Fai
#rla e 20 - - - 20
Albert Ho
CIEZ 120 - - - 120
Louie Chun Kit
B 25 - - - 25
295 2,500 90 - 2,885

MEBERIR _ZE-—TFOA+_BHERR
AEF R-T——FHA-TRBERRER
REFARGLMERBE_FT—FTF+_A
=t HIEFEEBRESHESBLE 419,000

BTT

Ms. Lam Tak Yee resigned as Director of the
Company on 12th April, 2010. The Shareholders
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.

RAFEAL ETILRHFBEEEHRKFAE
BEERHE -

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

BT —HF+-_A=1+—HZHELRRK
EEB T ——F+-_A=+—HBZREH
AR FIE—B DL METE °

Incentive fee for the year ended 31st December,
2012 was determined at a percentage of the profit
before income tax of the Group for the year ended
31st December, 2012.
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

14.

15.

EZHMERAERBREFMALHMEE)

142 HiuESHFMAL
ArEEAEERANGRTFMALTEREARES
(ZZ=—F : 71%) EfcERBELLS
MR e

RBE-E——FR-_ZFT——F+-_A=+—HLFE
N AEBYERNESTAESHTALTIAEME - EAN
AR IMARER % 2 SSE) kBB (E -

R ERARIRE YR (R)KEQRFKIEA

>
il

Unlisted shares, at cost

14.

15.

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 (2011:
five) Directors whose emoluments are reflected in
the analysis presented above.

During the years ended 31st December, 2012 and 2011,
no emoluments were paid by the Group to the Directors or
highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.

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

COMPANY

2012
—E—_—F

2011
—T——F
HK$’'000
T

HK$'000
FTigx

SE LTI - AR 1,503

Less: Impairment loss recognised

B B RERFEREE (103)
1,400

Amounts due from subsidiaries

FEMS BB A R RIE 1,562,689

Less: Impairment loss recognised

B ERERFEREE (517,571)

Portion due within one year included under current assets

FIVEREN B E 2 —F B ERER 1D 1,045,118

Amounts due to subsidiaries, due within one year included under current liabilities

FIERE B E 2 —FAE B2 KB A R FIE (1,380)

86

B (ROMBRBRFRRBER - 28 RARELRE

B - Bt - ARATESBRRDEE,(AE) -

SHK Hong Kong Industries Limited

The amounts due from/(to) subsidiaries are unsecured,
interest free and repayable on demand. Accordingly, the
amounts are classified as current assets/(liabilities).
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HEZ
15.

T——F+=H=+—HILLEE For the year ended 31st December, 2012

RHBARRE B (R)WEARKEAE) 15

DR (&)

UTREEMBATN-_ZE—_F+_A=+—RHZF

%

Place of
incorporation/ Particulars of
Name of Company operation: issued share capital

PGIEL: AMEY/ EReE  CRORARE

Capital Sharp Investment Limited ~ Hong Kong 2 ordinary shares of
HK$1 each
ERRABRAT Bl MeEdk
SREETET
CMS Investments Limited Hong Kong 1 ordinary share of HK$0.01
F5 BERR
AfE0.01ETT
Doco Limited British Virgin Islands 1 share issued for USD1
EBRRES W BHERIER
The Hong Kong Equity Guarantee  Hong Kong 2 ordinary shares of
Corporation Limited HK$1 each
Bt WERE .
SREETET
Long Rainbow Limited Hong Kong 2 ordinary shares of
HK$1 each
KHEERAT &t WERE .
SREEET
Long Set Investments Limited Hong Kong 2 ordinary shares of
HK$1 each
BAREERAR Bk sy
BHRAEEIET
Long Resources Limited Hong Kong 2 ordinary shares of
HK$1 each
ERERAF Bl sy
SRAGEVET
Charm Force Investment Limited ~ Hong Kong 18,155,000 ordinary shares
of HK$1 each
BHEEARAA BB 18,155,000 HA -
BREETET

2012 3R

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

COMPANY (continued)

Particulars of the principal subsidiaries at 31st December,
2012 are as follows:

Percentage of issued capital held

by the Company Principal activities
FARBEZERTRAERL IEXH
DITE Indirectly
Ef %
2012 201 2012 201
“8-=f -2-—% -8--§ “F—F
100% - Investment holding
REER
100% - Investment holding
REER
100% - Investment holding
REER
100% - Investment holding
REER
100% - Investment holding
REER
100% - Investment holding
REER
100% - Investment holding
REER

= 57%  Investment holding

EFEeRR LRIBZARRMBARERER 2K
FREEAEEVENBNEEFE TR - EEF
SRR JIHEMMBARHBEREBEERITE -

The above table lists the subsidiaries of the Company which,
in the opinion of the Directors, principally affected the
results for the year or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars
of excessive length.
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

16. REREFIARER 16. Interests in Jointly Controlled Entities
e ] GROUP

2012 2011
—EB——F

—T——F
HK$’'000
THT

HK$'000
FTigx

Share of net assets

DMEEERME -

RZE—_F+_RA=+—H  FTE#{EEHQR A5k
ERREERAT

Particulars of the jointly controlled entities, all of which are
unlisted, at 31st December, 2012 are as follows:

Equity interest
attributable to

Name of jointly
controlled entities

Particulars of
issued shares held

BRERTRH

Country of
incorporation

Principal activities

Equity interest
held by the Group

the owners
of the Company
FRARAA

HEEHARER A

EMRIER IREE FREMRE 2B R EERA RS
2012 2011 2012 201

—2-CF “g8-=f -T——F

SunCore Holdings Ltd 1 share of USD1 British Virgin Islands Investment holding - -
("SunCore”) 1R BEIET EBEAHS REER
Multi Major Investment 25,000 shares issued British Virgin Islands Investment holding - -
Corporation for USD50 each
25000% - #7E  EBRRES RERR
AER0ET
Ultimate Success Investment 25,000 shares issued British Virgin Islands Investment holding - -
Corporation for USD50 each
25000% - #7E  EBRRES RERR
AER0ET

88
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SHK Hong Kong Industries Limited

All jointly controlled entities have a reporting date of 31st

December.
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HEZ
16.

T——F+=H=+—HILLEE For the year ended 31st December, 2012

RILEES AR (E)
smE)

EAASERGRERIEH AR BT EER -
HINT

Total assets
BEWRE

Total liabilities
BERE
Revenue

ON

Loss for the year

REEZEE

16.

2012 3R

Interests in Jointly Controlled Entities (continued)
GROUP (continued)
The summarised financial information in respect of the

interests in jointly controlled entities attributable to the
Group is set out below:

2012
—E—_F

HK$°000
FHT

HK$'000
TAT

17.

AEEYEES BEENAFEF QR G2 EMHK
RBEREMALE

REBE QRIS

%

Share of net assets

17.

The Group has not incurred any contingent liabilities or
other commitments relating to its investments in jointly
controlled entities.

Interests in Associates

GROUP

2012
—E——F

2011
—ET——%F
HK$'000
FAT

HK$'000
TR

DIEEEFE 2,509

Goodwill

S 50,852
53,361

Less: Impairment loss

R FERLETE (44,663)
8,698
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HEZ
17.

T——F+=HF=+—HILFE For the year ended 31st December, 2012

RIS R RS (E)
s£E(#E)

R-E——F+-A=+—H " FEHE G AFLT
REERT

Particulars of

Country of

issued shares held
BRERTRG
2

Name of associate incorporation

HENFER Bl ALEES

Oriental Cashmere 2,000 ordinary shares British Virgin Islands
Limited of USD1 each
2,000 & 3R fk - RERAHE
BREEIET
Learning Ark Holdings 35,136 ordinary shares  British Virgin Islands
Limited of USD0.01 each

35,136 fRE @M% - REREAHES

BRAEE00IET

17.

Principal activities

TEEH

Manufacturing and trading

Interests in Associates (continued)
GROUP (continued)

Particulars of the associates, all of which are unlisted, at
31st December, 2012 are as follows:

Equity interest

attributable to

Equity interest the owners

held by the Group of the Company

LONGIE 2PN

EfERARR
2012

—E-—&

AEBfTE 2 RAER
2011
—T——F

2011

25%

of cashmere products

FHEREERES

Provision of online

26% 15%

education services

REEGHE RS

EHEATZHEREYATAST—A

BRI B (5 A TS 2 B AR - BE
mF -

All associates have a reporting date of 31st December.

The summarised financial information in respect of the
interests in associates attributable to the Group is set out
below:

90

2012 2011
—B—=F —ET——F
HK$'000 HK$'000
TR T
Total assets
BERTE 39,217
Total liabilities
BERE (72,521)
Revenue
WA 28,997
Loss for the year
KEEFEEE (404)
AEBWREEHEALLENBERAT BB AMNIAE The Group has not incurred any contingent liabilities or
B H AR - other commitments relating to its investments in associates.

SHK Hong Kong Industries Limited
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HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

18. TWHEEMKEE 18.

&M

Available-for-sale Financial Assets

GROUP

2012 2011
—E——fF —E——F

HK$°000 HK$'000
FTéxT TAT

Non-current
FEMED
Listed debt securities (Notes 18.7 and 18.2)

ETEBES(MF18.1X%18.2) 198,601

Unlisted equity securities, at fair value

FEMBRAES - HATFE 24,388

Unlisted debt securities (Note 18.2)

JEETERES(Mi18.2) -
222,989

Current

B

Listed debt securities (Notes 18.1 and 18.2)

ETEBES(MF18.1X%18.2) 262,047

Total

k=) 485,036

BEEBHZ AN TERRM3Z. 7 2518 - AIHEE
MIBEEAT I EEEHE -

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

2012
-5

HK$°000 HK$'000

United States dollars (“USD")

FEx T

Ey 485,036

HK$

BT _
485,036
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HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

18. TAWHHEMBEEEE) 18.  Available-for-sale Financial Assets (continued)
S&8(E) GROUP (continued)
18.1 LWmEKES 18.1  Listed debt securities

2012 2011
—E——fF —E——F

HK$'000 HK$'000
FB Fib7

Non-current

FERB
Listed debt securities
AR
— Listed in Hong Kong
—&BB LM 15,209
— Listed outside Hong Kong
— BB £ 183,392
198,601
Current
RE
Listed debt securities
AR
— Listed outside Hong Kong
— BB ET 262,047
460,648
Market value of listed debt securities
tHEREFZTE 460,648
W EMBEEREAZ S RERREERR 28 These financial assets are subject to financial risk
TRk o exposure in term of price and currency risks.
EHRAESZ ATFEDLEFERTERES Fair values of the listed equity securities have been
HZ B EGEEE determined by reference to their quoted bid prices

at the reporting date in an active market.

92 SHK Hong Kong Industries Limited
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HEZ
18.

T——F+=H=+—HILLEE For the year ended 31st December, 2012

AHEEMBEEE)

£8 (%)
182 LEWRkFLmEHIES

ETRIFETEBESF < R FETIZA T
ZHEEAMEE

REERE R TABIEKEGES RIER
SEH Y RMEARKERD - Bk kS
fn - AEBEEHESFBHOB/ATEBENS
BENPESO O BRITESR T A(ME26) -

B HERERZIERBRNT

0) SO EE

BEBORIAERBEAFERRR
BERizEREmER 2 A EEEHTEL
EERERER  HEEZIAEL - R
B+ -A=1+—0 " BEEF5HH
2 ANF{E# 5218,082,000/8 L (- =
—— 4% : #9/5460,648,000/87T) * It
THRFTESk 2 W RITIR 2 RRIBE R
ERBEENETZHREMTE k2
W DH2BARGERZITAEE - ©
—E-—F+-A=+—H8 " BEEFHMH
ZEBEMENTA476%E13.62% (=
—— % N 5053%%E26.18%) - {&
HFEp 2 A FECHBY FEGHEME
ETEERAR(EETEDEST -

18.

2012 3R

Available-for-sale Financial Assets (continued)

GROUP (continued)

18.2

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
perpetual bonds and guaranteed notes, which are
separated into two components: the debt element
and the option element. The Group has classified
the debt element as available-for-sale financial
assets and the option element as derivative financial
instruments (Note 26).

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

(i) Valuation of debt element

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, 2012, the fair
value of the debt element is approximately
HK$218,082,000 (2011: approximately
HK$460,648,000) 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,
2012 ranging from 4.76% to 13.62%
(2011: ranging from 0.53% to 26.18%).
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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HEZT—

18.

94

—F+=A=+—HLLFE For the year ended 31st December, 2012

AHEEMBEEE)

£®/(E)
18.2 LRI LHEKRESRE)
(i) TTE T ASMEE

D74 T AR WA RE R R IR A FERER
REELEERE A 2 AT EEZHFHE
RIERER -

HETREREBNITETABMETZ

HE BERT ZEABMER - %
BRI EREAABHESE23.13%
(ZZ——4%F :2591%) * EREAKL X

0.19% (=ZZF——%F : 0.29%) * X HfeF
F1.34F (= ——4F : 234F) - kT8
HARE B 0% (ZF——4F 1 0%) °

HETKEEHFRERZENITETA
BT 2 (51E - =EM T Hull-White
R o ZARA 7 B K A BYERBIE X
0.03(-ZFE——4 :0.03) r EHBREN
T125%E9.53% (—_F——F : N T
2.75%F22.44%)  REEFIEREE T
0.01(=ZF——%F :0.01) °

TET A 2 AFED BB
EEMEENEETE °

BE

SHK Hong Kong Industries Limited

18.

Available-for-sale Financial Assets (continued)

GROUP (continued)

18.2

Listed and unlisted debt securities (continued)

(i)

Valuation of derivative element

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

Binomial Lattice Model is used for valuation
of derivative element of certain guaranteed
note. Significant inputs into the model
were expected volatility of 23.13% (2011:
25.91%), risk free rate of 0.19% (2011:
0.29%), time to maturity of 1.34 years
(2011: 2.34 years), and expected dividend
yield of 0% (2011: 0%).

Hull-White Term Structure Model is used
for valuation of derivative element of
certain perpetual bonds and guaranteed
notes. Significant inputs into the model
were mean reverting rate of 0.03 (2011:
0.03), default intensity ranging from 1.25%
to 9.53% (2011: ranging from 2.75% to
22.44%) and short rate volatility of 0.01
(2011: 0.01).

The fair values of the derivative element
have been determined by a firm of
independent professional valuers, GCA.
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HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

BEE RAEMEBYRERKRENRIE 19.

GROUP
%

2012

—E—C—fF
HK$’000
TR

Trade receivables (Note a)
B SR (Hita)
Other receivables (Note b)

Trade and Other Receivables and Prepayment

COMPANY
AF]
2012
B
HK$°000
FET

2011
—F——%F
HK$'000
FHBT

2011
—T——%F
HK$’'000
FATT

H At fEUGR (i aEb) 7,784 1

Prepayment

TEftEIE 449 449
8,233 450

Hiita - Note a:

ALY ERBEEEEGE  BAMEERITEEERFHE
BEH - LT RESREFNERE AAEESEASHENE
BT

Within one year

—%FR

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

2012
—E——F

2011
—ET——F
HK$'000
FAT

HK$'000
TR

RNEBREIEERI SN ERRAREL L ERAZEHR S
Hran T -

Neither past due nor impaired

REHRRIE

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

2012
—E—_F

2011
—T——4F
HK$’'000
FAT

HK$°000
FTRxT

B 5 R R AR B RE -
5% o

ZERPLMIHENL

Wiib -

R-ZZT——F+-A=+—0  AEEEthERKFTBIEE
BF (B FE =% 2 FKIE37,500,0008 7T © %I A B
ME18% « ARBEEFERBERRAR -FT—=F+— A
}io

Trade receivables that were neither past due nor impaired
related to customer for whom there was no recent history
of default.

Note b:

As at 31st December, 2012, included in other receivables of
the Group was an advance to an independent third party of
HK$37,500,000 bearing interest at 18% per annum, secured by
shares mortgage and repayable in November 2013.
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HEZT—

20.

21.

22.

ZHF+ZA=+—HILFE For the year ended 31st December, 2012

W EZH A R E 20.

%8

FE ML R 2R I 2

B (R)—HEEREMERR, —
1]

AIFAAEER  RERERER

1/:\n
ﬂ
i3

%

e — R R B
BHEE o

FEAREER  SENMARER

KERAF

T—Fﬁ B S PR 2 B e — R AR A 7]
//\E/\K;J:ET1E}\%

HREREER 2

BAVEIIERREESREE ZHBEE 22,

%

Equity securities held for trading
FAEEEE ZRAE
— Listed in Hong Kong
A
— Listed outside Hong Kong
—EHBLASN T

BERAFTR 21

Amounts due from Jointly Controlled Entities
GROUP

The amounts due from jointly controlled entities were
unsecured, interest free and repayable on demand.

Amounts due from/(to) a Fellow Subsidiary/a
Holding Company

GROUP

The amount due from a fellow subsidiary was unsecured,
interest bearing and repayable on demand.

GROUP AND COMPANY
The amounts due to a fellow subsidiary and a holding
company were unsecured, interest free and repayable on

demand.

Financial Assets at Fair Value Through Profit or
Loss

GROUP

2012
B

2011
=
HK$'000
TAT

HK$'000
FTigx

270,605

68,669

Market value of listed securities

mE . ME

Derivative financial instruments
PTEERIA
- Equity forward contracts (Note 22.1)
MREREAIG K (H5222.1)
— Unlisted warrants (Note 22.2)
—IE E T RIRIERE (M7t22.2)

339,274

187

339,461
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22. BEAVEIRKRERSEREECMKEEE) 22.

8 (%)

BAHESIR MR RRERIE 2 IS EE A T BT

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

GROUP (continued)

Financial assets at fair value through profit or loss are

A : denominated in the following currencies:
2012
—E—_F
HK$'000 HK$'000
TR TiE7T
HK$
BT 270,605
New Taiwan dollars (“NTD")
et 26,743
Malaysian ringgit (“MYR")
BAREEMRER (B 28,530
Japanese yen ("JP¥")
H 3,379
usb
ETT 5,725
Australian dollars (“AUD")
BT 4,479
339,461

o

LR BEESERFHERER

FZETRZAFEBEMEIZ7THMZFE

ETRRAE S RIE LM RBEERA S RERRES
[\ 2 B TS R o

The above financial assets are classified as held for trading.

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

Listed equity securities and unlisted warrants are subject to
financial risk exposure in term of price and currency risks.
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22. BRAVEIEREEREEECHBEEE) 22.  Financial Assets at Fair Value Through Profit or
Loss (continued)

S8 (E) GROUP (continued)

22.1 ZRBEN 22.1  Equity Forward Contracts
BIlr—ZT——+-A=+—8 " RE&zH4 As at 31st December, 2012, the major terms of the
Bz EZEHAT equity forward contracts are as follows:

Notional principal

amount outstanding  Maturity Underlying stock
BERATREAEHE FHA HERE
HK$’'000
FHEIT
A 1,870  1st February, 2013 PetroChina Company Limited (“PetroChina”)
—E-=%-A—H PEIRRARARRO BRAR([HEAH])
B 1,520  8th February, 2013 Bank of China Limited (“Bank of China")
—E-=F-"ANH PEIRITIRID BR A A ([ H EIRTT])
C 1,801 14th February, 2013 Hong Kong Exchanges and Clearing Limited ("HKEX")
—E-=f-A+mA BEXGREZERAR (BT
D 1,281 18th February, 2013 Ping An Insurance (Group) Company of
China, Ltd (“Ping An")
—E-=F-A+NH PRI 2RI (RE) RO BRAR(THEFZR])
E 1,513 22nd February, 2013 Ping An
e S Bl el = FETZ
F 1,465  22nd February, 2013 China Life Insurance Company Limited (“China Life")
—E—=9-A=-+=H PRASRBERNDERAB([FEAF])
G 2,623  22ndJuly, 2013 Ping An
=%+t A=-+=H LAEIREE S
H 2,541 2nd August, 2013 HKEX
—E-=F/\AZH B
8,548  4th November, 2013 AIA Group Limited ("AIA")
—E-=F+—HAmA RABRBBAERR AR A R ([ R FRRER D)
J 9,569  4th November, 2013 PetroChina
—E-=F+—AmA HEIAH
K 4,882  6th December, 2013 HSBC Holdings plc
—E-=F+=ZAXH ELERERATA
L 10,702 16th December, 2013 PetroChina
—E-=H+"A+K<H A
M 10,143 16th December, 2013 Bank of China
I e A= P EIRTT
N 10,719 18th December, 2013 AlA
I Y A= RIBRIR
0 10,167  18th December, 2013 iShares FTSE A50 China Index ETF (“A50 China Index”)
—E—=F+"A+N\R iSharesZ2 R & i ASOFR BIFE 2RETF([ ASOP I FE 88 1)
P 5,010  18th December, 2013 Brilliance China Automotive Holdings Limited

—E—=f+"A+N\RH ERPBETEZERARAQA
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22. BEAVEIRKRERSEREECMKEEE)

£EH(E)
221 RERBEHNE)

REBEENGES  ARBEEEBRRBRE—F2E
HERKEE HESAOZEBRG - 2546
KT ERYIGRA - A EBUE HEZ
BEBRNBEBZRARE  RIZAKE - ZFA
MzIBBEFREHERERLE - REHORE
Hi5E - —BERERNESRAKRESIFELISE -
ZAHWBILARIE - A - HERKDZEZA
RER SRERER  NEBAEKE HE
SR IBESHRMNEE -

EHAHNZ AT EC BB EEGHEMEET
EfHestonBRETF - BAK F Eig ASUEDM
™

Share price as at

22.

2012 3R

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

GROUP (continued)

22.1

Equity Forward Contracts (continued)

Under the terms of the contracts, the Group is
obligated to acquire/dispose of the underlying
shares of each contract at a forward price for a
year long. The contracts require no initial cost. Pre-
determined number of shares is accumulated to
be acquired/disposed of by the Group on a daily
basis and they are settled on monthly basis. The
key terms of these contracts incorporate knock-
out and gearing properties. A knock-out price is
set for each contract, once the daily share price of
the underlying share triggers the knock-out price,
the contract is closed out immediately. However,
if the daily share price of the underlying share falls
below/rises above the forward price, the Group has
to acquire/dispose of double of the pre-determined
daily number of shares.

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

Fair value as at

31st December, Forward Time to Risk-free Dividend 31st December,
2012 price maturity Volatility rate yield

BE E=Ig

=HE IHHR K IE BB R &S ZA¥E

HK$ Year HK$'000

PBIT F FAT

A 10.94 9.51 0.09 14.19% 0.16% 3.53% 242
B 3.47 2.76 0.1 15.08% 0.20% 5.46% 227
C 131.80 119.04 0.12 16.90% 0.24% 2.99% 161
D 64.85 52.47 0.13 23.18% 0.28% 0.76% 187
E 64.85 52.52 0.15 22.63% 0.31% 0.76% 220
F 25.35 19.24 0.15 21.39% 0.31% 1.11% 76
G 64.85 52.37 0.56 23.22% 0.39% 0.76% 75
H 131.80 119.67 0.59 26.74% 0.39% 2.99% (643)
| 30.25 27.78 0.84 23.67% 0.38% 1.14% (108)
J 10.94 9.30 0.84 22.41% 0.38% 3.53% 151
K 81.15 70.93 0.93 19.33% 0.39% 3.91% 39
L 10.94 9.52 0.96 21.95% 0.39% 3.53% 29
M 3.47 3.02 0.96 20.43% 0.39% 5.46% 13
N 30.25 27.88 0.96 23.69% 0.39% 1.14% (317)
0 11.10 9.66 0.96 22.22% 0.39% 1.71% 25
P 9.56 7.66 0.96 42.01% 0.39% 0.00% (11)
366
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22. BRATVEIRREESKREEZHBEEE) 22.

£E(E)
221 RERBEHNE)

FR - FAFEEE1,430,000/8 T E B S RE

R-TB——F+_A=+—H L KaEs
HARBEEE -EVBEETHERFAEZ
BT ER

222 FEHRRER

R-ZT——F+-_A=+—08 RREBZx

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

GROUP (continued)
22.1  Equity Forward Contracts (continued)

During the year, net fair value gain of approximately
HK$1,430,000 has been recognised in profit or loss.

The above financial instruments are classified as
held for trading as at 31st December, 2012. These
financial instruments are subject to financial risk
exposure in term of price risk.

22.2  Unlisted warrants

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

Maturity Underlying stock

PR HRRE

ZEFAT

Notional amount Number of options
ERYE IBREHE

JP¥'000

FHE

190,065 60,000

2nd July, 2012 Asia Alliance Holdings Co., Ltd.
("Asia Alliance”)
—E-—FtHZH Asia Alliance Holdings Co., Ltd.

(T Asia Alliance |)

MNZT——E+-"F=+—8  FLHRIE
BZATEEHBYEXGEMEETEER
THENAETEEAELETE - MAZER Y
TEHEREREIIRE - BLHELHE - 3
HARF R0.54F ~ JRIE57.49% ~ EREBRE0.1% K
B8R 757.54% °

23. HtBRHEER 23.

%E
R=Z——#+=A=+—0  BEAEXNSBH

B EAEERERBAH(HE22.1%26) 2K -
(ZZ——%: 19,062,000/ 7T)

100 SHK Hong Kong Industries Limited

As at 31st December, 2011, 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,
strike price of JP¥45, time to maturity of 0.5 year,
volatility of 57.49%, risk free rate of 0.1% and
dilutive factor of 57.54%.

Other Restricted Deposit Paid
GROUP
As at 31st December, 2012, no deposit (2011: HK$19,062,000)

was paid to financial institutions to secure settlement for the
equity forward contracts (Notes 22.1 and 26).
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2. RERBREZEEY 24.  Cash and Cash Equivalents
GROUP COMPANY

L A
2012 2011 2012 2011

—B-=F —F—F =F—=F —T——F
HK$'000 HK$'000 HK$'000 HK$'000
TR TET TRR TET

Cash on hand and at banks and
other financial institutions

FERE RIRITREMS BMEBTR 1,082 255
Short-term time deposits
5 EAE BATE AR 215,550 224

Cash and cash equivalents

R MRS EEBY 216,632 479

FEBECHESRRSSEYERUETRBEFEZR Included in cash and cash equivalents of the Group is

&5 5 431,954,000%8 7 (=& ——4 : 298,000 7T) HK$31,954,000 (2011: HK$298,000) and HK$342,000

1%2342,0008 L (ZF——F : ) ° (2011: Nil) of bank balances denominated in USD and JP¥
respectively.

25. EFZRHMEGRRESEA 25. Trade and Other Payables and Accrued Expenses

GROUP COMPANY
-1 AT
2012 2011 2012 2011

—F-=F —F—F =F—=F —F——F
HK$'000 HK$'000 HKS$’000 HK$'000
TR THT TR T

Trade payables

Z S ENK - -

Other payables and accrued expenses

H e & st & A 1,055 1,016
1,055 1,016

2HEEARH  AAEERAARIZE S KAMIE All amounts are short term and hence the carrying amounts

R EFERZEEEREAFERS - of the Group’s and the Company’s trade and other payables

and accrued expenses are considered to be a reasonable
approximation of fair value.
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25. EFRHEMENRRESERE) 25. Trade and Other Payables and Accrued Expenses
(continued)
J/}\T,t’jféf SEMFNRE HAE B E% A B ERRR The following is an ageing analysis of the trade payables,
SHT based on the date of contract note, at the reporting date:

2012 2011
—g—=-% —z——%

HK$'000 HK$'000
FB Fib7

Within one year

26. RAFEIRREEZREEZUBEE 26.  Financial Liabilities at Fair Value Through Profit
or Loss
4] GROUP

2012 2011
—g——% —z——7

HK$°000 HK$'000
FTEx THET

Derivative financial instruments
HEEETIA
— Call options embedded in bonds and notes (Note 18.2)
- BRANEFREE 2 PR FRED g (HiT18.2) 11,404
— Equity forward contracts (Note 26.1)
- RERAEH(H226.1) 1,064

12,468
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26. EAVEIRKRERSREECUEEEE) 26.

8 (%)

26.1 BRERBEHN

BAFEIGRIEREREE ZHMBABAT
FIEHEETHE -

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

GROUP (continued)
26.1  Equity Forward Contracts

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

2012 2011
—E——fF —E——F
HK$’000 HK$'000
FET FAT
usb
ESv 11,404
HK$
BT 1,064
12,468

RN-ZT——F+-fF=+—0 ZKRZEHE
42 m7 TIRMEEA312,000/8 T 2 IR AEH -
BRTE {E4953,034,000/8 7T 2 B EH M AR
HTHET A K #919,062,000/8 7T 2 $RITIF LI ©

As at 31st December, 2011, the equity forward
contracts were secured by certain equity securities
with carrying value of approximately HK$312,000,
debt securities and embedded derivatives with
carrying value of approximately HK$53,034,000 and
bank deposits of approximately HK$19,062,000.
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26, BRATVEIRRETEREEEZHBERGE) 26. Financial Liabilities at Fair Value Through Profit
or Loss (continued)

£E®(E) GROUP (continued)

261 RERHBENE) 26.1  Equity Forward Contracts (continued)
BIr—ZT——F+-A=+—8 KREEHA As at 31st December, 2011, the major terms of the
Bz EZEHAT equity forward contracts were as follows:

Notional principal

amount outstanding  Maturity Underlying stock
BBRATFRAEE FHA HERE
HK$'000
T
A 4,577  1st November, 2012 New World Development Company Limited
—E-——F+—HA—H Mt AERERAA
B 4,202 1st November, 2012 China Unicom (Hong Kong) Limited (“China Unicom”)
—E-——F+—HA—H PRI S BEEE (BB RO ABRAR([HEEE])
C 4,461  2nd November, 2012 Sun Hung Kai Properties Limited
—E-—F+—HA=H BRI EERBRQA
D 8,830  5th November, 2012 A50 China Index
—ZE——%+—HhH AS0H BIE 28
E 9,134  5th November, 2012 AlA
—E-——F+—HAAH RABRRE
F 4,549  5th November, 2012 AlA
—E-——F+—HAAH RABRRE
G 9,077  5th November, 2012 China Life
—E-——F+—HAAH FEAS
H 4,534 5th November, 2012 China Life
—E-——F+—HAAH FEAS
9,196  2nd November, 2012 China Mobile Limited
—E-—F+—HA=H HEIZENBR DA
J 9,101  5th November, 2012 Anhui Conch Cement Company Limited (“Anhui Conch”)
—T——_%+—HAH ZHEBBIKERNBERRR([ZRUGER])
K 4,486  5th November, 2012 China Unicom
—E-——f+—AAAH IR
L 9,078  5th November, 2012 Ping An
—E-——Ff+—AAAH PR
M 9,106  7th November, 2012 Anhui Conch
—E——F+—AtH TRUGIZ
N 18,068  7th November, 2012 HKEX
—E——F+—AtH R
0 8,933  7th November, 2012 China Life
—E——&£+—AtH HEIAF
P 9,083  8th November, 2012 Ping An
—E——F+—ANHR PR
Q 4,628  9th November, 2012 Ping An
—E——£+—ANA PR R
R 4,558  9th November, 2012 China Life

—E——F+—ANH FREASE
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26. EAVEIRKRERSREECUEEEE)

S| (E)
26.1 BRERBEHE)

REBESOGT  ARBEEEBRBE—F2E
HEBKBSAOZBERD - ZFEHTE
SKANARCA © i AN BB 2 TR E D 8 B
BARE  RRAGE  ZFEHNZIBER
SHEREREE - REOREBHBE —8B
MRERN & RAKREIBHHISE  ZAaNELA
Ak o AT - RAERAR DD 2 B A B RN R
EBif  AEBAKBLEE 2 EESRRMNEAE

BEAHNZ AN TED BB EELEMEERT
EfHeston AV E F - RE K E Ed ABURIN
™

Share price as at

26.

2012 3R

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

GROUP (continued)

26.1

Equity Forward Contracts (continued)

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

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

Fair value as at

31st December, Forward Time to Risk-free Dividend 31st December,

2011 price maturity Volatility rate yield 2011

- —E——F
+—B=+—H KBS +=H=+—H

ZIRE =HE IR BiE  EEEE Wram = ZAYE

HK$ HK$ Year HK$'000

BT P IT F FAT
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
F 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
0 19.18 17.70 0.85 43.52% 0.48% 2.49% (481)
P 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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26, BRATVEIRRETEREEEZHBERGE) 26. Financial Liabilities at Fair Value Through Profit
or Loss (continued)

S8 (E) GROUP (continued)

261 RERHBENE) 26.1  Equity Forward Contracts (continued)
BE-_T——F+-_A=1+—RHIEER ' F During the year ended 31st December, 2011, net
NTEEIE1,064,0008 T 0 R BESHER © fair value loss of approximately HK$1,064,000 had

been recognised in profit or loss.
RZE——F+ A=+ —HEAWBHEAED The above financial instruments were classified as
HAREEE -%EVBEAETHERFTAEZ held for trading as at 31st December, 2011. These
W Rk financial instruments were subject to financial risk
exposure in term of price risk.
27. B 27.  Share Capital
EERAF GROUP AND COMPANY
2012
B
Number of Number of
shares HK$°000 shares HK$'000
RGEE FET f&{nEkE FAT
Authorised:
EE

Ordinary shares of HK$0.1 each
BREE0EITZ B
At 1st January and 31st December

W—RA—BR+-ZA=+—H

7,000,000,000 700,000

Issued and fully paid:
BEITRAR

Ordinary shares of HK$0.1 each

BREMBE AT B

At st January

®—H—H

Exercise of warrants

1T SRR RS

4,093,504,791 409,350

18,199,529 1,820

At 31st December

®n+-—A=+—H 4,111,704,320 411,170
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B (&) 27.
SERAFE)

EARAR -ZTNF=H -+ B BITERIRERA

et BRMELRTHRRES([ 2T —— FRRE
F) I EENAFNA-_+=BE-_FT——FWA
“tT-H(BEEEMX)ITHE  EEARSARER
,—%%ni_ﬂ:+m52ﬁ%%@%%f“:f
—FRRAEE - Bt - BIBBITHRREER
E&Miﬁ%@tkm%ﬁﬁﬁwuﬂamkﬁﬁ
373,834,50310 T ——FRRRAEE o

BE-T——F+-A=1T—HILFERN 18,199,529
/\_T__EwuHXEé E,} iﬁ&o 17\%7752:1«\5%{35%%

718,199,529 R EimAR - 88 1475217 =T ——FR
BIEZFER - ZE—FWNA-+_HEM -

s 28.
]|

REBZFERBRENAFERBEFE ZEEHE)

MRUBMKREIVEEFIAZFARREHRET -

RO EERERED HE

A1 (EBR M BRI Ol b i~ FE R
FASBIE M BAHIFHE -

PR EE R RED

BEXBARE

REBHEARKMNME - FEBINHE ) 2BEEM K

ER - AREEE QAR RS — R BB 2 8B
EHBREXERER 2 HRES

REBMRHE

REBHERERUHHENHBEEZ A FEES -

2012 3R

Share Capital (continued)
GROUP AND COMPANY (continued)

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

During the year ended 31st December, 2011, 18,199,529
units of 2011 Warrants were converted into 18,199,529
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.

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 39 to
40 of the financial statements.

Share premium and capital redemption reserve

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

Capital contribution reserve

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

Investment revaluation reserve

Investment revaluation reserve represents changes in fair
value of available-for-sale financial assets.
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28.

E(E)

A

28.

Share

premium

RAEE EXEDRFE

HK$'000
TAT

At 1st January, 2011

redemption

Reserves (continued)

COMPANY

Capital
Dividend
reserve
BEFEE
HK$'000
T

Retained
earnings
REEF
HK$'000
FBT

Total
B
HK$'000
FABT

reserve

HK$'000
TAT

—E——F—-A—H&E 487,776 20,032 334,896 - 842,704
Loss and total comprehensive expense for the year

ANEEBELREHERERE - - (213,276) - (213,276)
At 31st December, 2011 and 1st January, 2012

—E——F+-_A=Z+—HR-ZT——F

—A—B&EE 487,776 20,032 121,620 - 629,428

Profit and total comprehensive income
for the year

NEE N REENEETE

Proposed final dividend

FORARHIA S

At 31st December, 2012
—E-—Hf+=-A=+—-HKHE

29.

30.

108

RZZE——F+-A=+—H  AQFAHEIERFK
NEER AN ZHEELA $£319,972,0008 0 (—F——
1 121,620,000/ 70) MR B AN LR ERHEEZT

AATEEAREEREEFE

%8

EREEFENREAAREAE ABLEEFEDY
1,233,511,000 T (ZZ ——4F : 491,055,229,000/5
TI)ERRZZE——F+-_A=1+—B 20 %TEBER
4,111,704,3200%( —Z——4F :4,111,704,3200%) 51 & -

BBRREN

RIEBE——F+-_A=+—H AQAALmEEE
HER UE—HE2ENBRARERESETEA
218,800,000/ 7T ( == ——4 : 318,800,000/ 7T) 7 &t
B - RZE——FR-_FT——F+=-A=1+—8 ' EE
EHFFE -

SHK Hong Kong Industries Limited

29.

30.

The Company’s reserve available for distribution to the
owners of the Company as at 31st December, 2012 are
represented by retained earnings and dividend reserve
totalling HK$319,972,000 (2011: HK$121,620,000).

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

GROUP

The calculation of net asset value per share is based
on the net assets attributable to the owners of the
Company of approximately HK$1,233,511,000 (2011:
approximately HK$1,055,229,000) and 4,111,704,320
(2011: 4,111,704,320) ordinary shares in issue as at 31st
December, 2012.

Financial Guarantee Contracts

As at 31st December, 2012, the Company has executed
guarantee to financial institutions to secure the facilities
available to a wholly-owned subsidiary in the amount not
exceeding HK$218.8 million (2011: HK$318.8 million). No
facilities were utilised as at 31st December, 2012 and 2011.
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Related Party Transactions

Save as those disclosed elsewhere in these financial
statements, significant related party transactions entered
into by the Group for the year ended 31st December,
2012, of which (a) below also constitutes the discloseable
continuing connected transaction while (b) and (c) both
constitute the exempt connected transactions under the
Listing Rules, were:

(a)

2012 2011
—g—=% —z——7

HK$'000 HK$'000
TR TAET

Yu Ming Investment Management Limited (“YMIM")

BN EERERAR(RBIEEERE])
Management fee
EREMR

17,672

R-ZZEZNETA=Z+H ARAEBHE
é%@ﬁi—ﬁ&ﬁﬂﬁmﬁﬁ&ﬁmﬂm
#)) YR ZETAFFAT+—BAERFE
A e mﬁhé Big o RRREEERER
MEESRTAEEZBEEE  BRHH=
ﬁ—ﬁi—ﬁ—aifz——¢+—ﬁ:+—
H-BHBEREAEEAZAESENTEBEAA

%ﬁAZﬁééE@@HMZEEEEU%$
ZHENEBAGRR —BZARBARARES
AZBBRZGEEEFEZFHEEELR
BEHRNZMN)  MBSEREE+=ZA=1+—
ALERFABRBARREE A CEZEAE
E%@Eﬁ$@ﬂ#%%&ﬁ4@;ﬁﬁm§
Bz BRFEFEENEBARREAR A
Z%ﬁﬁﬁéﬁ?@ﬁ%%Zm%ZEm§%°

On 30th October, 2009, an investment
management agreement (the “Investment
Management Agreement”) was entered into by
the Company and YMIM, which was approved
by 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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HEREALTZRE(E)
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H-ZE—=F— A - BRERBF=FIIRK
BE R AEBURREE N FE LR 2
REEEWR((FRETEGHNER _-F
—ZHFF+ AT N\BEBURRIAE - HR
BERHH IFRCHRARR T ——F
T-ATRZAEEBE -

ROEBE——HE+-A=+—8 ()8%E"EE
BARRBIZEERRBAEE 2 HBEL2EW
BRATI(MAEEEE7237% (ZT——%
71.83%) RN BN ERS) ¢ (i) KR £ AR
AR AEB s HRAESE + R(iEEHREE
BARRIRBHIETIEZ XFES -

REFBGAEHREAETEBEZMAZTER - Wik
BA-—NMN+E=ZARBFIREETER
HHERRREER s MAELRREBRAT 2
40% > NEEEMERRILESERI 28
#9788,000/8L( == ——4F : 4£832,000/87T) °

FRBAEEZHBRARFIEERERESE
RARRITEIT 2 BARHWRELERY
328,000/ (= F——14 : 83,0008 7T) °

BE-_T——F+-A=1+—RHIFER " &
EEE—FBAR—HRARMBETZEE K
N#) 562,862,000 7T - Z A ANEEE
NANETEBEEBEABCERBBAEATEN
ZRAle RZE—F+—-_A=+—8 %=
B2 EREFEL A252,054,00087C c H 2=
E-—F+-fF=1+—H CRIEFAERZE
BRBWA  BRIE RRAZEE 2 BEE
A 495,279,000 T(ZE——F : 49
19,270,000/ 7T) °

FR - ARBRBRIERAREEERFE N2
— AR W ENE R BE & 450,000 0 (=&
——F ;) o

AEBZIZEEREREEERE - T2E
BB 2 ME BRI K14

SHK Hong Kong Industries Limited

31.

Related Party Transactions (continued)

(a)

(continued)

A new investment management agreement (the
“New Investment Management Agreement”) for
three years effective from 1st January, 2013, with
similar terms set out in the Investment Management
Agreement but new annual caps, was approved by
the independent Shareholders on 28th December,
2012. Details of the New Investment Management
Agreement are set out in the related circular of the
Company dated 10th December, 2012.

As at 31st December, 2012, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
a substantial shareholder of the Company holding
72.37% (2011: 71.83%) interests in the share of
the Company; (ii) Mr. Arthur George Dew was
common director of the Company and AGL; and (iii)
Mr. Warren Lee Wa Lun was common director of
the Company and YMIM.

The Group occupied office space of YMIM and
reimbursed to YMIM 40% of its office and
equipment expenses in accordance with the
investment management agreement dated 5th
March, 1997. The reimbursement for the year
payable to YMIM was approximately HK$788,000
(2011: approximately HK$832,000).

During the year, commission expenses of
approximately HK$328,000 (2011: approximately
HK$83,000) were charged by Sun Hung Kai
Investment Services Limited, a subsidiary of AGL,
for securities transactions entered into.

During the year ended 31st December, 2011, 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. The net
carrying value of the notes as at 31st December,
2011 was approximately HK$252,054,000. For
the year ended 31st December, 2012, interest
income from the notes, gain on redemption and
revaluation gain on its embedded option totalling
approximately HK$5,279,000 (2011: approximately
HK$19,270,000) was recognised in profit or loss.

During the year, loan arrangement fee of
HK$450,000 (2011: Nil) was charged by a company
which is significantly influenced by the Company’s
ultimate holding company.

Key management personnel of the Group are
members of the Board. Details of key management
personnel emoluments are set out in Note 14.
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32. Top Ten Investments

Particulars of top ten investments of the Group as at 31st
December, 2012, in terms of carrying value of the respective
investments, are set out as follows:

Carrying Market value/ Dividend
Number of Effective hook cost up to fair value as at received/
shares held by shareholding 31st December, 31st December, receivable  Classification
Name of investment the Group interest 212 2012 during the year  of financial assets
HE-E-CF RZ%-ZF
x5 tZA=t-8  tZA=t-B EREk/
RE#R fisZRAHE BRRE ZEERA  ZhE/DYE BURE  BBEEEN
HK$'000 HK$'000 HKS$000
TEn TER TiEn
() SunCore JCE (Note 4)
ICE (Hi2m)
(i) Huadian Power International Corporation Limited FVTPL (Note 2)
- H Shares ("Huadian")
ERARENROBRAT -HR(%EE) ATRL (=)

(i) Chief Key 2014 Bond
Chief Key 20145

(i) Kaisa Group Holdings Ltd. ("Kaisa")
AR EEERARAA( kR

(v) First Steamship Company Limited
(“First Steamship”)
aMEHERAR ([5h])

(vi)  SPT Energy Group Inc. ("SPT Energy")
EhREERRAA(EmR)

AFS (Note 1)/0EB (Note 3)
AFS (H#—)I0BB (#72=)

FVTPL (Note 2)
TP =)

FVTPL (Note 2)
FTPL (=)

FVTPL (Note 2)
FVTPL (A=)

(vii)  Sunac China Holdings Limited (*Sunac China") FVTPL (Note 2)
BERELRERAR(RETE) IPL (=)
(viliy  China Minsheng Banking Corp., FVTPL (Note 2)

Limited - H Shares (“Minsheng Bank”)
RERERTRIERAT - HRIRESH(T)

(i) China Properties 2014 Notes
China Properties 201425

() China ZhengTong Auto Services
Holdings Limited (“ZhengTong Auto”)
tEEEAERBEERERAR(EENE)

TP =)

AFS (Note 1)/0EB (Note 3)
AFS (#f#—)I0R8 (A=)

FVIPL (Note 2)

FVTPL (i)

Bat— :  AFS - A E Note 7:  AFS — Available-for-sale.
BeE= - FVTPL - IR A TESER REE R ARETE Note 2:  FVTPL - Fair value through profit or loss.
KiiE=: OEB - R ABHFREE RSB RIEZATETER Note 3:  OEB - The options embedded in bonds and notes are
MEBREEEHBAR classified as financial liabilities at fair value through profit
or loss.
Bia#rg . JCE - 1B R L EIE T A 7 R U R 5] A7) Note 4:  JCE — Investments in jointly controlled entities and

amounts due from jointly controlled entities.
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32. +TARE(E) 32. Top Ten Investments (continued)

Carrying Market value/ Dividend
Number of Effective book cost up to fair value as at received/
shares held by shareholding 31st December, 315t December, receivable Classification
Name of investment the Group interest 2011 during theyear  of finandial assets

MO0 HKSO HKS 000
ThL FiEn TR
() Mulpha 2012 Zero Coupon Notes Not applicable Not applicable 23916 252,054 - AFS(Note 1)/OEB (Note 3)
Mulpha 2012 T 288 TER TER S A= OR (=)
(i) China Life - H Shares 2,334,550 0.03% 58,899 W77 59 FVTPL (Note 2)
REAZ -HE FTRL(E=)
(i) Kaisa Group Holdings 2015 Notes Not applicable Not applicable 40,122 40,679 - AFS(Note 1)/OEB (Note 3)
KL EmIR015ZE TR T AFS(Hi—)omB et =)
(iv)  Evergrande Real Estate 2015 Notes Not applicable Not applicable 39421 39,793 - AFS(Note 1)/OEB (Note 3)
ERHENESE TER TER S A= )OR (=)
(v} Dutaland Berhad 22,412,800 3.72% 60,203 28,531 - FVIPL(Note 2)
FTPL =)
(i) First Steamship Company Limited 2,959,292 1.06% 29,662 26,743 2 FVTPL (Note 2)
ERRERAT AR =)
(i) China Properties 2014 Notes Not applicable Not applicable 1,177 26,735 - AFS(Note 1)/OEB (Note 3)
China Propertieg 2014 %‘;E Wil TR AFS(WE_)/OEB(W;??E)
(viii) - Modem Media Holdings Limited 8,340,000 190% 20,850 25,687 - FVTPL (Note 2)
RRBEZRERAT ATPL =)
(i) HKEX 181,980 0.02% 26,349 2,693 1028 FVIPL (Note 2)
ER FTRL(E=)
(x) Industrial and Commercial Bank of China Limited - 4,630,000 Less than 0.01% 24813 21344 1331 FVTPL (Note 2)
H Shares
PEIERITRAERAT-HR $10.01% TP A=)
BiaF—:  AFS - A E Note 1: AFS — Available-for-sale.
Bfat—= : FVIPL- DT EHIBR R EBEERIE Note 2:  FVTPL - Fair value through profit or loss.
H132=: OEB - RAEERERE Y S E AL AT EE Note 3: OEB - The options embedded in bonds and notes are
RIEEXERIE S aE classified as financial liabilities at fair value through profit
“ g . a or loss.

112 SHK Hong Kong Industries Limited
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TREBRE(E)

0]

(i)

(iii)

SunCore

SunCorefS A —HIFEEBARERE LT A
A ZEMAREBRFHAKREMERT -
EEMMEEARTENMBERR]

BlrE—ZE——F+-_A=+—B It KE
€ > SunCorefi B AJE(E RIEEBZIGAHEF A
1,300,000 7T © & % & A& & F| A 650,000 78
TToR-ZE——F+=-A=+—H ' SunCorelf
B A REEZIRE R 4£63,900,000/8 7T °

FEBERPEEMAL - ERONEBBRZTE
IR ET (RS - 01071) - EEREMBAR
ITBREER  KLERER BREAESHW
MR R B ERARZRABEERRER - A

BIF—ZE——FNA=+BILNEAR =S
B AEEREERZE A & 5415,400,000A R
. GREARBFAVBARE - R-FB——
FNA=Z+H ZEEHEBABEREEZES
#E25/518,404,600,000 A R -

Chief Key Limited ([ Chief Key |)

Chief KeyREBEREXZHSTMA L - 2512
TNERAR(TER]D) (FEgEERERA
A z2ENBEAR - BREAFSESTMAK
3 HRHOREBE T ER BT (BRBR5E :
00936) - IEEREMBARIEENEEBEEE
AR S A 1 - T E IR SRR A S R AR SR A
EERIRER -

32.
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Top Ten Investments (continued)

0]

(i)

(iii)

SunCore

SunCore has an indirect investment in the equity
of a Taiwan listed company which is principally
engaged in the operations of dry bulk carrier
shipping, professional vessel management and
department stores in the Mainland China.

For the financial year ended 31st December, 2012,
the unaudited consolidated profit attributable to
owners of Suncore was HK$1.3 million with basic
earnings per share of HK$0.65 million. As at 31st
December, 2012, its unaudited consolidated equity
attributable to owners of SunCore was HK$63.9
million.

Huadian

Huadian was incorporated in the PRC and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 01071).
Huadian and its subsidiaries are principally engaged
in the construction and operation of power plants,
including large scale efficient coal — and gas-fired
generating units and various renewable energy
projects, and the development, construction and
operation of coal mines.

For the nine months ended 30th September, 2012,
the unaudited consolidated profit attributable to
owners of Huadian was RMB415.4 million with
basic earnings per share of RMB0.06. As at 30th
September, 2012, its unaudited consolidated
equity attributable to owners of Huadian was
RMB18,404.6 million.

Chief Key Limited (“Chief Key")

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

(iii)

(iv)

(v)

Chief Key Limited ([ Chief Key ]) (#)

BE-Z——FA=1+8HItXAAR - B2
B AEIEREEIZERE F51E 53,600,000/ H -
EREREEA0RBIT -N_TE——FA
=10 BEEEABGRCERREERA
191,800,000/8# -

E2/ES

ERERFAESRSEMAL - HRMHNE B
RETER ET(BRMDAIR - 01638)  EKER
HNBARMRERELN - MERE - MER
Ry E=:

BE-_Z——f+-_A=+—80 18 k%
B EREREABRERCEZEESEF
%2,072,200,000 A B# - §REXNEF A
0ORARE HRZTE—=ZF+=-ZA=+—
H EkERBEABGRAEEZGRAESA
14,350,200,000 A R# o

i
MR A BT - HBRGRABEER S

Fr (B ARSR : 2601TW) » S R E B A
AEENREAEEMEESNEEMMEE -

BE_Z——€NA=1THILNAR - HHE
B AEIEREEZERE 5N A313,800,0008T &
B GREARFAIIBHAK R _E—=
FRLA=1H ' SMEBABRLREEZEE
%5 57,869,500,0005T & -

SHK Hong Kong Industries Limited

32.

Top Ten Investments (continued)

(iii)

(iv)

(v)

Chief Key Limited (“Chief Key") (continued)

For the six months ended 30th June, 2012, the
unaudited consolidated loss attributable to owners
of Eagle Legand was HK$3.6 million with basic
loss per share of HK$0.02. As at 30th June, 2012,
its unaudited consolidated equity attributable to
owners of Eagle Legand was HK$191.8 million.

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, 2012,
the unaudited consolidated profit attributable to
owners of Kaisa was RMB2,072.2 million with
basic earnings per share of RMB0.42. As at 31st
December, 2012, its unaudited consolidated equity
attributable to owners of Kaisa was RMB14,350.2
million.

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, 2012,
the unaudited consolidated profit attributable to
owners of First Steamship was NTD313.8 million
with basic earnings per share of NTD1.13. As at
30th September, 2012, its unaudited consolidated
equity attributable to owners of First Steamship was
NTD7,869.5 million.
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(vi)

(vii)

(viii)

HhBEIR

EMERNFA SRS EMAL - ERODNEE
B 22 P EAR BT (R A5% - 01251) © EEJhag
REEMBRARERRGE - Bk AN
© FTONE B e AR G A RS (B RE N
s OmEARR) - AR E I E RS ER
NWE 5 MRBEBEHMEERT -

BE-Z——F"A=1THIXEA » FEhEE
TRIEE N B RIS EIZER G % 7 565,800,000
AR SREAEFA0BARE BT
—ZFNA=TRH - EhEERER ARLERL
EIZ4R A TS 5928,700,000 AR HE ©

B AP E

BAPERNRASHSEMRL - EROHVEE
B AR £ (B0 AX5% : 01918)  BRAIPE
REMBRAREIRAETENEMEME WX
BEMDEREERT -

BE-Z——F"A=1t8BItMEA - gk
Bl B A B REEZERE R /527,400,000
AR SREAEFNA0IBARE - T
—ZFANA=1AH  BAIFERER ARBLRL
EiZ4R A TS 57,331,200,000 A R -

RARIT

RAERITRPBEEMRYL - ERNDREBEBBRZ
PrER ET (RGO AR - 01988) « RERITR
HEMBARIEETRENEARLMBARITE
BEoXE% WMEMEEER SETEER
KRB E AR BUBRTS o
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Top Ten Investments (continued)

(vi)

(vii)

(viii)

SPT Energy

SPT Energy was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock
code: 01251). SPT Energy and its subsidiaries are
principally engaged in provision of oil field services
including drilling, well completion, reservoir, with
ancillary activities in trading and manufacturing of
oilfield services related products mainly in the PRC,
Republic of Kazakhstan, Singapore and Canada.

For the six months ended 30th June, 2012, the
unaudited consolidated profit attributable to owners
of SPT Energy was RMB65.8 million with basic
earnings per share of RMB0.05. As at 30th June,
2012, its unaudited consolidated equity attributable
to owners of SPT Energy was RMB928.7 million.

Sunac China

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

For the six months ended 30th June, 2012, the
unaudited consolidated profit attributable to
owners of Sunac China was RMB527.4 million
with basic earnings per share of RMB0.18. As
at 30th June, 2012, its unaudited consolidated
equity attributable to owners of Sunac China was
RMB7,331.2 million.

Minsheng Bank

Minsheng Bank was incorporated in the PRC
and its shares are listed on the main board of
the Stock Exchange of Hong Kong (stock code:
01988). Minsheng Bank and its subsidiaries are
principally engaged in corporate and personal
banking, treasury business, finance leasing, assets
management and other financial services in the
PRC.
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TARRE(E)

(viii)

(ix)

(x)

REBIT(E)

BIFr—2——f+-_A=+—8 -8 &k%F
B RERTHEABGEREEZEEHT
#37,555,000,000 A R# - §REXNZF A
134ANRYE - RZF——F+=-_A=+—H"
REBITHBABOREERGARTEA
162,983,000,000 A R -

China Properties Group Limited ([China
Properties |)

China Propertiesi A BB ML - iR HD
RE BB ER EH(RMHASE - 01838) ©
China Properties R M B AR = EEFEKE
MEBRRMEIREET -

BHE-_Z-——F+-_A=Z+—BLHEF
€ * China Properties# 5 AJE(REEIZERE
& 1 /%1,756,700,0008 7T + BRER AT A
0978 - R_ZBE—_F+_H=+—0H"
China Properties# B AEIGEEZERE R B
40,309,600,000/8 7T °

EBRE

ERAERASHBEMRYL - ERNRVEE
B2 P AR BT (AR ISR © 01728) » IE3BITE
REMBRAREIRAETENFASKEHER - 1
ERRMRESLRBRESE

HBIE—ZT——FXXA=Z1+AHLAEA  EB"
BB AL REEIZER S #H/5330,200,000
AR BREAEFNA0ISARE BT
——HEXNAZ+H EBAEREARERE
EIZ4R A W25 56,552,400,000 A R -

SHK Hong Kong Industries Limited

32.

Top Ten Investments (continued)

(viii)

(ix)

(x)

Minsheng Bank (continued)

For the financial year ended 31st December, 2012,
the unaudited consolidated profit attributable
to owners of Minsheng Bank was RMB37,555.0
million with basic earnings per share of RMB1.34. As
at 31st December, 2012, its unaudited consolidated
equity attributable to owners of Minsheng Bank
was RMB162,983.0 million.

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 financial year ended 31st December, 2012,
the audited consolidated profit attributable to
owners of China Properties was HK$1,756.7 million
with basic earnings per share of HK$0.97. As at
31st December, 2012, its audited consolidated
equity attributable to owners of China Properties
was HK$40,309.6 million.

ZhengTong Auto

ZhengTong Auto was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock code:
01728). ZhengTong Auto and its subsidiaries are
principally engaged in 4S dealership business,
motor-related logistics business and lubricant oil
trading business in the PRC.

For the six months ended 30th June, 2012, the
unaudited consolidated profit attributable to
owners of ZhengTong Auto was RMB330.2 million
with basic earnings per share of RMB0.15. As at
30th June, 2012, its unaudited consolidated equity
attributable to owners of ZhengTong Auto was
RMB6,552.4 million.
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33.

2012 3R

Financial Risk Management and Fair Value
Measurements

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

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

MR R AT 25 2 BREEY RIA T B E
ENAEER

—E—_—F
HK$'000
FET

Financial assets

BKEE

Non-current assets

FERBEE

Available-for-sale financial assets

RN ENBEE

33. Financial Risk Management and Fair Value

Measurements (continued)

33.1  Categories of financial assets and liabilities

The carrying amounts presented in the statements
of financial position relate to the following
categories of financial assets and liabilities:

GROUP
%8
2012

COMPANY
AL
2012
—EB—C—F
HK$'000
FTEx

2011 2011
%
HK$’'000

TR

HK$'000
TAT

222,989

222,989

Current assets
MENEE
Available-for-sale financial assets
A ENEEE
Financial assets at fair value through
profit or loss
BRATFEIRIEERREREZ
IS EE
Loans and receivables:
BRI EUGRIE
— Trade and other receivables
— 8 5 MEAD IR
— Amounts due from jointly controlled
entities
— PRI R I A B F0E
— Amounts due from subsidiaries
— PR BB X B RRIE
— Amount due from a fellow subsidiary
— PRI — A [ 2B A BRI
Other restricted deposit paid
E R HI1F K
Cash and cash equivalents

RekReEED

262,047

339,461

7,784

1,045,118

19,062

216,632 479

844,988 1,045,598

1,067,977 1,045,598
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BREMEER AP ENEGE) 33.
33.1 MBEERKEER(E)

2012 3R

Financial Risk Management and Fair Value
Measurements (continued)

33.1

GROUP

2012

—E—_fF
HK$’000
TR

Financial liabilities

B aE

Current liabilities

mENBE

Financial liabilities measured at
amortised cost:

B B E DA SRS 2
— Amount due to a fellow subsidiary
—R—ERFEME R RFHE
— Trade and other payables and accrued

expenses

— B 5 REMER KRR IERNE R
— Amount due to a holding company
—R—FEERQRIFIE
— Amounts due to subsidiaries
— R B8 RIFRIE

Financial liabilities at fair value through
profit or loss

BRATENERIEERRERE Y
MBas

£ME

Categories of financial assets and liabilities
(continued)

COMPANY
AFE
2012
s
HK$'000 HK$’'000 HK$'000
THET FET THETT

4,453 4,453

1,055 1,016

- 1,380

12,468 -

17,976 6,849

33.2

S LB

SMEREBESRIAZATFERAKRRASRE
PRI M B i o S 7 O B 2 el

REFEBRIDRPAETTET - EHEERE
RIEREAEBZIRE  MRERETEMN
Xt B% - He% RThRAEE-

Foreign currency risk

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

Most of the Group's transactions are carried out in
HK$. Exposures to currency exchange rates mainly
arise from the Group’s investments, which are
primarily denominated in USD, MYR, NTD, AUD and
JP¥.
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33. UBEREERAFENEE) 33.  Financial Risk Management and Fair Value
Measurements (continued)

33.2 HNERBR(E) 33.2  Foreign currency risk (continued)
SN E 7 B EAER A EIRBRRIRE A Foreign currency denominated financial assets and
BITIAT ¢ liabilities, translated into HK$ at the closing rates,

are as follows:

MYR

Financial assets
MIEEE
Financial liabilities

MBaE

Short-term exposure

2R

Financial assets
WEEE
Financial liabilities

MBaE

Long-term exposure

REER

Group
&E
2011

HK$°000

THET
NTD
e

Financial assets

B EE 3,379 28,530 26,743 275,838 4,479
Financial liabilities
MisatsE - = = (11,404) =

Short-term exposure
R e 3,379 28,530 26,743 264,434 4,479

Financial assets
WIEEE - - - 222,989 3
Financial liabilities

MBAaE = = = = =

Long-term exposure
REER - - - 222,989 -
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BBREBREER A FEFR(GE)

33.2

SNEmBR ()

PERE B BREBBA - D F) I
SNERER

TRIHAERBRERAEREEERRRZ2E
MEE  #Hek RThABEZIINEERSHE
AREEE) - ARBEBLEN (RRERN) KER
BREmEMKD 2 HAEE

33.

2012 3R

Financial Risk Management and Fair Value
Measurements (continued)

33.2

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

2012
—E—_—F
Increase/ Effect on Increase/ Effect on
(decrease)  profit after Effect on (decrease) profit after Effect on
in foreign tax and other in foreign tax and other
exchange retained components exchange retained  components
rates earnings of equity rates earnings of equity
INEEEE = HBi% R SNE e 2R Hinig D7 3
#gim SBFIRRSB Hit g2 #mS RFIRRE HipKs
CH2) Bz 2 ORd)  BRzzE -7
HK$°000 HK$°000 HK$'000 HK$'000
TET TET FHET FHET
B 3% 856 -
MYR
B (3%) (856) -
NTD
e 2% 535 -
NTD
ek 2%) (535) -
AUD
JBIT 3% 134 =
AUD
JRIT (3%) (134) -
JP¥
H 3% 102 -
JP¥
H (3%) (102) -
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33. BIXERE

33.2

333

122

—F+=A=+—HLLFE For the year ended 31st December, 2012

BRAFEFERE)

SR ()

RBER  AREMEEINERR 2 BRED
W VRN TE R B | 5 LR B IR R 9%
EYREBEFRERFTEMET - BRREBEE

BEEHIMNEEXEHAEET - REA QLS
Mz A REE BN - WETERBRER

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

F*I+_MH%EZ%ME$ZA@ """"" i

FEE AR 2 B (R AR
mm S E A
FEmB
HERRS ROMIAL AFHAELFEE

T 55 1) 2 B 588 1 1 3R B 2 Fa B

AEBEBBEBESFEFREMAI TGN KE
B2 AFENERE - MEEBAEZEES
EHEELRALESHAEEEE RaEHER -

$%l&$”ﬂﬁkﬁﬁ?%%ﬁﬁﬂ$@??
BHNERME) MASZTENRESH 2B RA
%EJ—L,R °

SHK Hong Kong Industries Limited

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

33.2

333

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, 2011.

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

Interest rate risk

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

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

The Group and the Company are also exposed to
cash flow interest rate risk for changes in market
interest rates through its deposits at floating
interest rates, which are subject to variable interest
rates.
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BBREBREER A FEFR(GE)

333

FR@BR(E)
TR EERIRE B AR Z MR B 2 TN

ZHEABTEED - AEEHEEH (RRD
BF) 2028 -

2012 3R

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

333

2012
—EB——fF

Increase/

(decrease)
in interest

Deposits
5
Deposits
5

rates
Rl

#m,
(RA)

Interest rate risk (continued)

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

2011
—T——F

Effect on Effect on
profit after Increase/ profit after
tax and (decrease) tax and
retained in interest retained
earnings rates earnings
HE#E RS iz
BARRE i, s K AR
B8 ORA) BRzZ &
HK$'000 HK$'000
T TFAT
0.5% 1,178
(0.5%) (1,178)

RER  AREMEHMNERR 2 GRED
MHBRBRMNEZES B D LR RFENREY
REFRNEFTEMETE - MEXZMREB T
RERRTMSBERARA /A EMAIETLR Y
g2 WEEBEEHNXEHHEEE T —ER
EERIEHIRE 2 AR E B R o WL ETER
MEREGHBEE T ——F+-_A=+—H
LEFE IR PR B E D AT PT{E R E AR

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, 2011.

HIREERAH 123



Annual Report 2012

BrIE AR M AT

NOTES TO THE FINANCIAL STATEMENTS

HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

33. HKEBREERAFENEE)

334

124

IR E =R

RERBRSRERTAZAFEIKRKRER
ERTEREREMHR KB < RR -

AEERSIIEEEES RARBEMBEE
ZBRAREBESE 2 REEBHER o RREIER
BZFHEERI  MBEZSREN /L

AEERZETREZIBEEMHAETE - FR
P35 R B EEFORM o FHER
EHAEZ EMRETDENERIIERE IER

TEHEREAERR KRR - REAGIZR
AEBERERBETEN M LEDBRIRE -

PERE B B A - D B3 M
PfERER o

TRINERERSRE B AEEEERRER 2
MAREMEAIEAI RS - Mol BMAREBRE
EH(RREEN) RiFa e EmK Dy 284

#8) -

SHK Hong Kong Industries Limited

Financial Risk Management and Fair Value
Measurements (continued)

334

Equity price risk

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

The Group is exposed to equity price changes
arising from equity investments classified as trading
securities 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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33. HX¥ERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.4 RERKE) 33.4  Equity price risk (continued)
EHEH Listed securities
AETHEFMEZAEAEES  AEER In response to the reasonably possible change in
EEAHE(MEETETIR) ZIREFUTERE the market price of the listed securities, the Group's

investment in listed securities excluding derivatives
has the following exposures:

2012
—E—_

Increase/ Effect on Increase/ Effect on
(decrease) profit after Effect on (decrease) profit after Effect on
in securities’ tax and other in securities’ tax and other

market retained components market retained  components

price earnings of equity price earnings of equity

BEME HBLE HiEm EHME Hiz 5
#wmS RARREB Httm o i M R AR R
Om2) BRIz a7 B Bz &

HK$'000 HK$'000 HK$’000 HK$'000

THET FHET FHET BT

Hong Kong market

EARE 8% 21,648 -
Hong Kong market

EARE (8%) (21,648) -
Malaysia market

SRR % 8% 2,282 -
Malaysia market

SRR % (8%) (2,282) -
US market

EFHHE 8% 458 -
US market

EET5 (8%) (458) =
Taiwan market

ARETMS 8% 2,139 =
Taiwan market

AREMS (8%) (2,139) =
Australia market

SRIN TS 8% 358 -
Australia market

BN TS (8%) (358) =
Japan market

HART % 8% 255 =
Japan market

HAMIS (8%) (255) =

HIRERRAT 125



Annual Report 2012

B R R B
NOTES TO THE FINANCIAL STATEMENTS

HEZT——F+=A=+—HI5JE For the year ended 31st December, 2012

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

334 RERKE) 33.4  Equity price risk (continued)
L HRRER Unlisted warrants
A fEAsia AllianceZ RIA B2 SBR[ REEE) In response to the reasonably possible change in
REENIELMARABREEZIRERBUTRR - the market price of the shares of Asia Alliance, the

Group's investment in unlisted warrants has the
following exposures:

2012
—E—_F

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

(Note) (Note)

(Hiat) (H15%)

B IR E HH % Epy d TEHRARR(E EIDTRES SR
2/ SRFRFRE HAebp o #nS ERFRIRE H AR 5
(md) EFzEE 7 ORd) BRIz -7

HK$'000 HK$'000 HK$’000 HK$'000
FB FB T TiE7T
8% 8,675 -

(8%) (8,675) -
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BBREBREER A FEFR(GE)

33.4 RERRE)
BERHEH

HEAEROmEZ SRR RS
BRREMEDZRERATRER :

Increase/
(decrease)
in underlying

shares’ price

BB
#hn,”
(R2)

33.

AEERR

2012
—E—_—F
Effect on
profit after
tax and
retained
earnings
(Note)
(H3z)
#hi
HERRRE
BRI e
HK$°000
THET

2012 3R

Financial Risk Management and Fair Value
Measurements (continued)

33.4  Equity price risk (continued)

Equity forward contracts

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

Effect on
other
components
of equity

HrEs
HAtp 5
e2
HK$°000
TR

Effect on
Increase/ profit after Effect on
(decrease) tax and other
in underlying retained  components
shares’ price earnings of equity
(Note)
(Hfaz)
IR Eaps e
A K AR EE HpK s
BMzE 2B
HK$'000 HK$'000
FHET BT
8% 8,471 -
(8%) (10,696) -

Bret - RERBREZBMES M BREARKRE
PEBRAFFAR _E——_FR_FT——F
ToA=t+—RAYEBHER - RERREE

A BERREES O ARRAESZ A
BED o LS HEAR BB
PR EARREERAES 2 A

TEED

ERHERTRBAZEREAESERT
AEESERE  TTEIERRREREZTE

Al o

Note:

The financial effect resulting from changes
in underlying shares’ price represented the
theoretical change in fair value of all underlying
equity securities under the outstanding equity
forward contracts and the warrant contract
as if all these equity securities were acquired/
disposed as at 31st December, 2012 and 2011.
These pro forma information is for illustrative
purpose only and is not necessarily an indication
of the fair value change in these equity securities
and results of operation of the Group that actually
would have been achieved had the acquisition
of these equity securities been completed at
the reporting date, nor is it intended to be a
projection of future result.
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128

BBREBREERAFEFR(GE)

334

335

WRERR ()

RBER  AREMEHRERR 2RED
FHBRERRETEXEERRREHED A
DHRMBRERENBEELRBFRNER TR
EE - RREBIEEIEE LA
HREREHEBHEEE T —HEARLHEZ
BRI EEBME - WETERRRERAE
ET——F+ZA=1+—BIEFEVBRE
PR BURE DT AT M E AR

FERR

EERRESBTAZHFT O REREMTA
ZIGERBETEEMLE  YEHAKEEEHBE
Bz R -

AEEYEEMERNEERBREFREME—
RHEFHREM—EBEREZIZHTF -
HFLWEEE -

HRRBHESRTESRIARSEFHNE
ZRYEF EER - BABRINSEENENE
B BRBEERRER -

SHK Hong Kong Industries Limited

Financial Risk Management and Fair Value
Measurements (continued)

334

335

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, 2011.

Credit risk

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

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

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



B A5 R M AE

NOTES TO THE FINANCIAL STATEMENTS

HEZZT——F+=A=+—HI%JE For the year ended 31st December, 2012

33. HREBREERAFENEE)

33.5

33.6

FERRGE)

AEBERNRTRERE - BRRE/ATE
FR MMM RBE S - MR LR ARE
MR ARSI - RIREBEBESME * EALR
SEREETRARCEATIALNERES - R
HEBRINESFKLHRRI IS - EFE
ENRERSTERASENBRERERILR

LA
oo
ZN

°

AEBEGKTFE=EER(MF19) - BZE
FIAERRIERIEIR - IAERBETRRETE
EXEERR -

AEBEEEERR AL BEEMNE

HEAMERLE  HARFERER -
PREEE26 T IRER SN - MM E M BF 75 B AL IA

H s B =R ANR I E R o

REE SRR

mBETRBRY REARERERBITTAZNE
SREMBUBEESCEVNFABERBEETZR
RERM - AKBEEFEREZ REMENRRE
TREABRTEARAEREREE BT AR
MBETRR - ARBZBER/BIKEEZR
BEEKFRARESRE  NWENEEHR
RHRBDESHFE -

AEETEEBEREG R EEOER
HEAEEBRSRL  UWERHERDEST
2 ARERAERERDESHFR  ZEA
BEERH=AATROEHRBDESEFE

2012 3R

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

33.5

Credit risk (continued)

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

The Group advanced a loan to a third party (Note
19). The management does not consider there
is significant credit risk as the loan is secured by
collateral.

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

Save as disclosed in Note 26, no other financial
assets are secured by collateral or other credit
enhancements.

Liquidity risk

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

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments
for long-term financial liabilities as well as cash-
outflows due in day-to-day business. Liquidity
needs are monitored on a day-to-day basis. Long-
term liquidity needs for 360-day lookout period are
identified monthly.
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33. UBEREERAFENEE) 33.  Financial Risk Management and Fair Value
Measurements (continued)

33.6 ABELRARE) 33.6

FEEHEFRENRTS  EMTHERREE
BFARNAREZ =FTRZRBESER
AMERRBBELCAEEERERMERY
MBEEZRENRENRRRDESTFE

AT BAREERARBAR T ——F R
E——F+ A=+ HZITEVBEEZ
FIEREKIHAIR -

On demand/
less than

6 months
RER
L i6{E A
HK$'000
FHET

Liquidity risk (continued)

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

Analysed below is the Group’s and the Company’s
remaining contractual maturities for its non-
derivative financial liabilities as at 31st December,
2012 and 2011.

6 to 12 1to 5 Over

months years 5 years

6ZE1218A 1255 SFEE
HK$'000 HK$'000 HK$°000
TR TR TR

At 31st December, 2012
WZE——F+-RA=+—H
Trade and other payables
B 5 REMERR
Amount due to a holding company
R—FRERR R BRI
Amount due to a fellow subsidiary

R—FERZ KB R EFIA

At 31st December, 2011
R=F——F+=A=+—A
Other payables

H A FEAIK 1,055 . . -

Amount due to a fellow subsidiary

R—FER M B R RIFRIE 4,453 = = e
5,508 - = =
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33. HX¥ERREERAFEITE(E) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.6 REBELEKRE) 33.6 Liquidity risk (continued)

COMPANY
AE]
On demand/
less than 6 to 12 1to5 Over

6 months months years 5 years
BER
L R6{E A 6Z12{8 A 1855 S5FLE
HK$'000 HK$°000 HK$°000 HK$°000
FTHET THET THET THET

At 31st December, 2012
WZE-——F+-A=+—H
Other payables
H A ETAR
Amounts due to subsidiaries
R RFRIE
Amount due to a holding company
R—FRERR R BRI
Amount due to a fellow subsidiary

R—E R Z M8 R BFOR

At 31st December, 2011
RZE——F+ZHA=+—8H
Other payables

H A BN 1,016 - - -

Amounts due to subsidiaries

KU A RFIE 1,380 - - -

Amount due to a fellow subsidiary

R —ER Z B2 B FIE 4,453 = - .
6,849 . . -
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33. HKEBREERAFENEE)

33.7

132

ATF{ERE

TREJNREATFERE  REERRATE
AENPBEERABIEN - WRBRE
EUHEPBEERABEZATEMEANTIR
ERBANBYETEL  BUBEEREES
DR=ZEBHAER - ATHERBEORATERE :

- F—E HREEREBERERTSH
HECRIERE)

- F_E F-ERERZREIIZ
EESRFEABRZBA - AIRERED
WER)REZ(BUREER) &

- F=E  BEERBBEAHKIFAIBED
SHBEZBAGEIBRBA)

AFERENERHATEHEMTEEAL
BAZREER %o EHAKAELA EE

TREAE -

SHK Hong Kong Industries Limited

Financial Risk Management and Fair Value
Measurements (continued)

33.7

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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Financial Risk Management and Fair Value

Measurements (continued)

33. BIXEREERAFESEE) 33.
33.7 QR EFEE) 33.7

RPBRRERANRZAFEFEZHBEERA
B8N BIATH A TEZRE

Level 1
F—E
HK$'000
FB
Assets
BE
Available-for-sale financial assets
AR EMEEE
— Listed
— Lk
— Unlisted
—3FEEm

Financial assets at fair value through profit or loss
RATHEIRRERSREE 2 B EE
— Listed securities held for trading
—RHAEFEE L FTE?
— Equity forward contracts
—REEIEL

Fair value measurements (continued)

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

(c]:{0]V]
£
2012

—E——F

Total
e
HK$'000
THERT

Level 3
E=E
HK$'000
THET

Level 2
- py
HK$'000
FHET

Total fair value
NEEERE

Liabilities

BfE

Financial liabilities at fair value through profit or loss
RAHEIRRERSREE 2 MHAE

— Call options embedded in bonds and notes

—RABEHFEREZ AR PO

Total fair value
N {EREE

Net fair value
AFEFE
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33. HIBEREERAFEEITEE) 33. Financial Risk Management and Fair Value
Measurements (continued)

33.7 AQREFHEE) 33.7  Fair value measurements (continued)

GROUP

Level 1 Level 2 Level 3 Total
E—|E F_E E=[E P
HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT FAT FAT
Assets
Available-for-sale financial assets
AL EBEE
— Listed
—Fm - 460,648 - 460,648
— Unlisted
—JELTm - 24,388 - 24,388

Financial assets at fair value through profit or loss

BAHESIRMERGREE CMBEE

— Listed securities held for trading

—RAEEEZ LmHEH 339,274 - - 339,274
— Unlisted warrants
—JE ETHRRRRAERE - 187 - 187

Total fair value
N EAEEE 339,274 485,223 - 824,497

Liabilities

BfE

Financial liabilities at fair value through profit or loss
BRATEVRRERSREE B AE

— Call options embedded in bonds and notes

B UNEESE S A - 11,404 - 11,404
— Equity forward contracts
—REREHEL - 1,064 - 1,064

Total fair value
NFEBRE - 12,468 - 12,468

Net fair value

NHEFRE 339,274 472,755 = 812,029
RpEHE  F—ERE-_ExETESAE There have been no significant transfers between
% o levels 1 and 2 in the reporting period.

BRETER A2 7E R EERMEAER R The methods and valuation techniques used for
& HARIAR Lb N A B o the purpose of measuring fair value are unchanged

compared to the previous reporting periods.
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3. EXREHE 34. Capital Management
KEBZEAERBIZABRAEB G NIAFTELE The Group’s capital management objectives are to ensure
FEEBER AREIRERAEER - the Group’s ability to continue as a going concern and to

provide an adequate return to the Shareholders.

REBRER N F B2 E B AN E A FEAE AR AR The Group actively and regularly reviews its capital structure
BARGERE - REBUBEEER R BEEE R HE K and makes adjustments to the capital structure in light of
4EIE o changes in economic conditions. The Group monitors its

capital structure on the basis of debt to equity ratio.

REAzBERERL AT The debt to equity ratio at reporting date was as follows:
GROUP COMPANY
&8 AT

2012 2011 2012 2011

—2-=F —F—F =F-—=F s

HK$'000 HK$'000 HK$’000 HK$'000

FET FH&T TERT FAT
Borrowings

B3 - _
Total equity

i 1,059,169 1,040,598

Debt-to-equity ratio
BfEEERLE 0:1 0:1
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HFEHEE
FIVE YEAR FINANCIAL SUMMARY

2008

T N\F

HK$'000

FHET
Results:
¥iE

Profit/(loss) attributable to the owners
of the Company
NREEE AEIRER, (E18) (376,370)

Year ended 31st December,
BE+-A=+—HLFE
2009 2010 2011

—TTNF T —TF —ET——%F
HK$'000 HK$'000 HK$'000
FET FAET FAET

295,582 89,279 (144,913)

2012
—E—_F
HK$'000
THERT

2008

—TTNF
HK$'000
FHTT

Assets and liabilities:

BEEREE:

Current assets

MENEE 538,414
Total assets

BERR 621,818
Current liabilities

REBE 23,646
Total liabilities

BERA 23,646
Total equity

N9

P ERE 598,172

As at 31st December,
R+=A=+—H
2009 2010 2011
—TETNF —T—TF T ——F
HK$'000 HK$'000 HK$'000
FAT FAT FAT

794,305 837,868 845,458
1,245,232 1,377,596 1,077,145
104,674 111,601 17,976
104,674 111,601 17,976
1,140,558 1,265,995 1,059,169

2012
—E——F
HK$'000
F#ET
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