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Overview
The Group recorded a loss for the year ended 31st December, 2016
primarily arising from its investments in equities.

Financial Key Performance Indicators

The Group recorded a net loss attributable to the owners of the
Company in the amount of approximately HK$73.6 million (2015:
approximately HK$104.0 million) for the year ended 31st December,
2016, comprising losses of approximately HK$71.1 million from
equity related investments (2015: approximately HK$96.0 million)
offset partly by profit contribution of approximately HK$19.8 million
from bond investments (2015: approximately HK$18.0 million).

As at 31st December, 2016, the Group’s net assets attributable to
the owners of the Company decreased by 6.1% to approximately
HK$1,154.3 million. In comparison, the Hang Seng Index advanced
by 0.4% and the Hang Seng China Enterprises Index dropped by
2.8% during 2016.

Investment Review
As at 31st December, 2016, the Group’s major investments were as
follows:

Listed Equities and Warrants
IR AR N R A R R

Fixed Income
in Hong Kong or overseas
(] E W

Investment Funds

REES

Sub-participation in Unlisted Investment

RIFLTREZMES R

Direct Investments in Unlisted Equities

RIFETRAZBERRE

HK$549.3 million of a portfolio of listed shares and warrants in 26 companies
H26K A Az LT RRBREREEK Z — Bk EHRS - (BE/3549,300,000%8 7T

HK$221.8 million of fixed income instruments issued and/or guaranteed by four companies listed
HUREBSEIN ETRABETR SER2ET RS mMIA  E(E7/5221,800,000/% T

HK$122.1 million in seven investment funds

tREZERES  EEA122,100,0007%8 7T

Sub-participation of HK$31.0 million in an unlisted investment
—IAMNIE ETIRE 2 B2 - {E({E /431,000,000 7T

HK$11.6 million in three direct investments in unlisted equities

“IEREETRA C BEEIEE  B1EA11,600,0007% 7T
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Investment Review (continued)

The Group's portfolio of investments comprises securities in Hong
Kong, Malaysia, United States, Japan, Taiwan, the People’s Republic
of China (the "PRC") and Singapore. The value of our portfolio
decreased in 2016.

The Group suffered a loss in equities following the financial market
downturn. In view of the continued gloomy outlook of the global
dry bulk shipping and China’s department store market conditions,
we decided to dispose of our participation in the sectors, held
through our interests in a company listed in Taiwan, recording a loss
on disposal of joint ventures of approximately HK$14.1 million in
2016.

Over-cautiousness was the main reason for the underperformance
of the Group in 2016. As mentioned in the Company’s annual
report of 2015, we were concerned with a deteriorating China
economy, severe capital outflow from China and the hawkishness
of the Federal Reserve. We aggressively cut equities exposure in
the first week of January, which managed to reduce the loss of the
Group amid the plunge of Hang Seng Index in January and early
February in 2016. Subsequently, the China government initiated
a credit binge to support economy and tightened capital control,
alleviating investors’ fear of hard landing of China economy. Because
of our aversion of risk, the Group missed the market rebound that
followed.

The five most profitable securities in our portfolio during the year
are A.Plus Group Holdings Limited (provision in financial printing
service in Hong Kong), Times Property Holdings Limited (a property
developer in the PRC), Angang Steel Company Limited (hot rolled
products, cold rolled products, medium and thick plates and other
steel products manufacturer), IRC Limited (industrial commodities
products including industrial iron ore manufacturer) and Orient
Overseas (International) Limited (provision of container transport and
logistics).

The five biggest losses securities in our portfolio during the year are
Global Brands Group Holding Limited (provision of design, develop,
market and sell of apparel, footwear, fashion accessories and related
lifestyle product), Sun Hung Kai Properties Limited (development
of and investment in properties for sale and rent, hotel operation,
telecommunications, transportation, infrastructure and logistics),
Cowell e Holdings Inc. (camera module and optical components
manufacturer), National Agricultural Holdings Limited (software
developer and provision of financial leasing business in the PRC) and

Pacific Textiles Holdings Limited (textile products manufacturer).

Dividend

The board of Directors of the Company proposes to preserve cash
for investment activities and does not recommend any dividend for
the year ended 31st December, 2016 (2015: nil).
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Closure of Register of Members

The forthcoming annual general meeting of the Company is
scheduled to be held on Tuesday, 23rd May, 2017 (the “AGM"). The
register of members of the Company will be closed from Thursday,
18th May, 2017 to Tuesday, 23rd May, 2017, 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
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration not later than 4:30 p.m. on Wednesday, 17th May,
2017.

Prospects, Investment Basis and Strategy

We are research based, company focused and without sector
preference. Our approach has been to identify securities that are
undervalued, and offer prospects of improvement over the medium
to long term. The relatively 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, but had from time
to time proved to be an important profit contributor.

In the late 2016, riding on the wave of commodity supply-side
reform in China and the pledge of the new president of the
United States to embark on infrastructure spending, we started
to accumulate equities with inflationary themes, and has been
rewarding. During the first two months of 2017, our investment in
Hong Kong equities have almost recovered the loss in 2016.

Of late, we have been taking profit on the inflationary plays which
has had a strong run and become overcrowded. Our view is that
Hong Kong is not in a sustainable bull market and is at best in a
wide range-trading market. Valuation wise, Hong Kong stock market
is at the high end of price-earnings ratio band within the past five
years. Fundamentally, with increasingly debt-laden corporate sector,
China’s growth rate is on a structural downward trajectory. As China
and the United States are on tightening bias in terms of monetary
policy, we will increase our exposure again when valuation becomes
attractive and investor risk appetite subsides.

Financial Resources, Liquidity and Gearing Ratio

As at 31st December, 2016, the Group had cash and cash
equivalents of approximately HK$245.2 million (2015: approximately
HK$313.9 million) and no security deposits (2015: approximately
HK$6.3 million), totalling approximately HK$245.2 million (2015:
approximately HK$320.2 million), investments of approximately
HK$938.1 million (2015: approximately HK$889.7 million) and no
bank borrowings as at 31st December, 2016 and 2015. 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, 2016, was 0% (2015:
0%).

5
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Foreign Exchange Exposure

As at 31st December, 2016, the majority of the Group's investments
were either denominated in Hong Kong dollars or United States
dollars. Exposure to foreign currency exchange rates arises out of
the Group's overseas investments and cash balances, including New
Taiwan dollars, Renminbi, Malaysian ringgit, Thai baht, Singapore
dollars and Japanese yen. The Group at present does not have any
contracts to hedge against its foreign exchange risks. Should the
Group consider that its exposure to foreign currency risk justifies
hedging, the Group may use forward or hedging contracts to reduce
the risks.

Guarantee

As at 31st December, 2016, the Company has given guarantees
to financial institutions to secure banking facilities available to its
wholly-owned subsidiaries in the amount not exceeding HK$40.0
million (2015: HK$140.0 million).

Staff Costs

The Group's total staff costs (including Directors’ emoluments) for
the year ended 31st December, 2016 amounted to approximately
HK$3.2 million (2015: approximately HK$2.8 million).

Pledge of Assets
Details regarding the pledge of assets are set out in Note 22 to the
consolidated financial statements on page 104.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2016 was 6 (at 31st December, 2015: 6). The
remuneration policy of the Group is to ensure that all employees,
including Directors, are sufficiently compensated for their efforts
and time dedicated to the Group and remuneration offered is
appropriate for their duties and in line with market practice. No
Director, or any of his associates, or executive is involved in deciding
his own remuneration.

Warren Lee Wa Lun
Chairman

Hong Kong, 16th March, 2017
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The board of Directors of the Company (the “Board”) submit
their report together with the audited financial statements of the
Company and its subsidiaries (together referred to as the “Group”)
for the year ended 31st December, 2016.

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

Business Review

A review of the Group's business, investment and financial
activities, including a fair review of the business using financial
key performance indicators and an indication of likely future
development in the Group’s business, as required by Schedule 5 to
the Hong Kong Companies Ordinance, is shown in the Chairman’s
Statement on pages 3 to 6 of this Annual Report. The Chairman’s
Statement also forms part of this report of the directors. Details of
the environmental policies and performance are set out on pages 8
to 9 of this Annual Report.

Principal Risks and Uncertainties Facing the Company

Market Risks

The Group faces the risk of a reduction in earnings or capital caused
by the adverse price movements of its investments held.

To properly manage the market risks, the Group had established
investment policies and procedures a few years ago. The Executive
Committee (“Exco”) has been given the full power of the Board and
is responsible for setting and modifying investment strategies and
policies of the Group. On the other hand, the investment manager
is responsible for advising the Exco on investments, carrying out
research on investment ideas and execution of investment decisions
approved by the Exco. The investment policies and procedures also
detail the investment processes and restrictions. Report showing
the effects on the investments due to changes in market prices is
submitted to the Exco daily by the investment manager.

Under this well-established governance structure, the relevant risks
can be identified, assessed, controlled and reported throughout the
Group on a timely basis.

Liquidity Risks

The Group faces the risks that it, although solvent, either does not
have sufficient financial resources to meet its obligations as they fall
due, or can secure such resources only at excessive cost.

The Group aims at maintaining positive net current assets at all
times. In this regard, report showing free cash balances is sent to the
Exco daily for reference. Facility lines are also maintained with certain
principal bankers, if necessary, so as to ensure sufficient funds are
available once needed.
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Business Review (continued)

Principal Risks and Uncertainties Facing the Company
(continued)

Operational Risks

The Group faces the risk of direct or indirect impacts resulting from
human factors, inadequate or failed internal processes and systems
or external events.

Since the management of the Group has been delegated to the
investment manager, the prime responsibility for the management
of operational risk rests with the relevant departmental units of the
investment manager where the risk arises. Each relevant department
head of the investment manager has to identify risks, evaluate
the effectiveness of key controls in place, assess whether the risks
are effectively managed and notify the Board on an exceptional
reporting basis by investment manager.

Compliance with Laws and Regulations

The Group's principal activities are investments in listed or unlisted
financial instruments in Hong Kong and elsewhere. The Company
has to invest in accordance with the restrictions stated in its articles
of association. Meanwhile, the Company is a company listed in
Hong Kong. The Group also has to comply with the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange of Hong Kong").
During the year ended 31st December, 2016 and up to the date of
this report and to the best of the Directors’ knowledge and belief,
the Group has complied with the relevant laws and regulations
in Hong Kong and other jurisdictions as far as its investments are
concerned.

Key Relationships

Investment Manager

Under an investment management agreement, the Group is
managed by the Investment Manager, Yu Ming Investment
Management Limited (“YMIM"), including day-to-day management
and administration. The Board, in particular, the Exco has close and
regular communication with representatives of YMIM to ensure
that the Group’s missions and objectives are closely followed by the
Investment Manager.

Environmental, Social and Governance Practices
Environmental Policies and Performance

The Group is committed to building an eco-friendly corporation that
tries to reduce the impacts of its operation on the environment. The
Group's business is principally investing in securities. Its operation is
office based with limited energy and water consumption, the direct
impact to the environment is minimal. The major indirect effects
are related to electricity consumption through the use of lights, air-
conditioners and office equipments.
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Environmental, Social and Governance Practices
(continued)

Environmental Policies and Performance (continued)

Accordingly, the Group adopts various practices to prevent pollution,
reduce waste, increase recycling and minimize natural resource use
by continually improving our environmental management practices
and measures. Through an environmental protection guideline
sent during the year which mainly suggests ways to reduce energy
and paper consumption, we educate our staff and the Investment
Manager, YMIM, to adopt responsible behavior and promote
environmental protection in our work place.

To save papers, employees are encouraged to use duplex printing for
internal documents; facilities and procedures are in place for paper
waste recycling; and the Group had strived for long to establish
a paperless office by using electronic storage and communication
whenever possible.

We also took different measures to minimize environmental impact
by saving electricity and encouraging recycle of office supplies and
other materials.

In addition, the Company is an investment company listed under
Chapter 21 of the Listing Rules. It engages an Investment Manager,
YMIM, to manage its investment portfolio. According to the
investment management agreement, which had been approved
by the independent shareholders, the Investment Manager has to
handle the corporate affairs and day-to-day administration of the
Company as well. Although the Company has no office space of
its own and has to share the office facilities with the Investment
Manager at present, the Investment Manager is required to observe
the abovementioned environmental protection guideline (for
instance, minimizing use of energy, the using of recycled paper, etc.)
and conference calls instead of face-to-face meetings should be
arranged whenever possible when managing the Company.

Employment, Health and Safety

For financial services industry, our employees are the most important
asset that can drive the long-term development and sustainability of
the Group. To our employee, we provide benefits including salaries,
incentives, directors’ fees and contribution to defined contribution
retirement scheme. To safeguard employee’s occupational health
and safety, the Group provides a safe, healthy and comfortable
working environment. We also offer our employee comprehensive
medical insurance and directors and officers liability insurance
coverage.
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Environmental, Social and Governance Practices
(continued)

Development and Training

The Group is aware of the importance of continuous development
and updates of relevant laws and regulations. Our Directors are
required to participate in training to develop and refresh their
knowledge and skills. The Group has also provided support for
our Directors in continuous professional training and encourages
them to attend training programs organized by various professional
bodies.

Supply Chain Management

The Group’s general business suppliers include providers of financial
information, legal and securities brokerage services. The Group is
committed to ensure that its supply chain management is socially
responsible. We implemented selection process on its suppliers
taking into considerations such elements as their qualification,
reputation, past performance, financial strength and price.

Anti-corruption

The Group promotes integrity and prevents unethical pursuits.
The Group has implemented an effective whistle blower policy
for reporting fraud and corruption. We encourage the reporting
of suspected business irregularities and provide clear channels
specifically for this purpose. In 2016, no significant risks relating to
corruption had been identified. There were no confirmed incidents
in relation to corruption or public legal cases brought against the
Group or its directors concerning corruption. No whistleblowing
reports were received during the year.

Community Investment

The Company made contributions to Faith in Love Foundation
in 2016 as the Company shared the same mission with that
Foundation i.e. to support the alleviation of poverty and encourage
volunteerism. We also responded actively to the consultation papers
issued by the Hong Kong Stock Exchange and the Securities and
Futures Commission. At present, we also set up a plan to encourage
our staff and business partners to participate more in charitable
activities.

Financial Statements and Appropriations

The financial performance of the Group for the year ended 31st
December, 2016 and the financial position of the Group at that date
are set out in the consolidated financial statements on pages 47 to
139.

The Board has resolved not to declare a dividend for the year ended
31st December, 2016.
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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 consolidated financial
statements respectively.

Distributable Reserves
Distributable reserves of the Company at 31st December, 2016 are
shown in Note 28 to the consolidated financial statements.

Share Capital
Details of the movements in share capital of the Company are
shown in Note 27 to the consolidated 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 140.

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
Albert Ho

Peter Lee Yip Wah
Louie Chun Kit

In accordance with article 101 of the articles of association of the
Company, Messrs. Mark Wong Tai Chun and Albert Ho will retire by
rotation at the forthcoming annual general meeting of the Company
(the “AGM"). Each of the retiring Directors, being eligible, will offer
himself for re-election at the AGM.

The Company has received confirmations of independence pursuant
to Rule 3.13 of the Listing Rules from all Independent Non-Executive
Directors of the Company, 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.

1
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Biographical Details of Directors
The biographical details of the Directors are set out below:

Executive Directors

Warren Lee Wa Lun, aged 53, first joined the Company as
manager in July 1992. He 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 September
2004. Mr. Lee is also a director of 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. From
November 2007 to March 2015, Mr. Lee was a non-executive
chairman of Rotol Singapore Ltd (“Rotol”). Rotol was listed on the
main board of the Singapore Exchange Limited until August 2011.
He retired as an executive director of Viva China Holdings Limited,
a company listed on the growth enterprise market of the Stock
Exchange of Hong Kong in June 2013. He 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 and resigned as a non-
executive director in November 2013. FNF is listed on the main
board of the Stock Exchange of Hong Kong. From February 2013
to April 2013, he was a non-executive director of China Kingstone
Mining Holdings Limited (“CKM"). CKM is listed on the main board
of the Stock Exchange of Hong Kong. From December 2006 to May
2007, he was the chief executive officer of Nam Tai Electronics, Inc.
("NTEI"), 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 NTEI. Mr. Lee
graduated with a Bachelor of Science Degree from The University
of East Anglia in England in 1986 and obtained a distinction in
Master of Science Degree from The City University Business School in
London in 1988.
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Biographical Details of Directors (continued)

Executive Directors (continued)

Mark Wong Tai Chun, aged 52, 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 Properties (H.K.) Limited (“APL"), a fellow subsidiary
of the Company, and the director of investment of AGL, and an
alternate director to Mr. Arthur George Dew in APAC Resources
Limited ("APAC"), Tanami Gold NL (“Tanami Gold"), Dragon Mining
Limited (“Dragon Mining”) and Tian An Australia Limited ("Tian
An Australia”, formerly known as PBD Developments Limited). He
was previously an alternate director to Mr. Arthur George Dew in
BARD1 Life Sciences Limited (“BARD1", formerly known as Eurogold
Limited). APL, AGL and APAC are companies listed on the main
board of the Stock Exchange of Hong Kong. Tanami Gold, Dragon
Mining, Tian An Australia and BARD1 are companies listed on the
Australian Securities Exchange.

Non-Executive Director

Arthur George Dew, aged 75, 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, APL, APAC, Dragon Mining and Tian An
Australia, and a non-executive director of Tanami Gold. He was
previously a non-executive director of BARD1. AGL, APL and APAC
are companies listed on the main board of the Stock Exchange of
Hong Kong. Dragon Mining, Tian An Australia, Tanami Gold and
BARD1 are companies listed on the Australian Securities Exchange.

13



14

SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

EEgRE
REPORT OF THE DIRECTORS

EEEABE (&)

BYFHTES

fAHRM - 5957 R — NN FIMAREE BBLIFATES
WETES YN _TEMFEZERBIIFNTES (AL
FEXNANBTEEREXRE BEQESELEM WERS
ERRBIRERERT R - RABT LGRS SR
REFHRREAMAEERGE - W EETAIREERIE
KSEBRARIZEUIFNITES RARRBBBMRMERL

AR

FEE Vg R NAANFNARER YR -_F—AFR
ABERRRRBILIFRITES - FRERBBRNER K
NRBERRAEOZERERAR (AMREBEBERERAR) &
FINENBERR AR CEBULIFATES (MRARB/NEBH
RFTER ETRA) e

Baf 2m R —TFEN\AREZERRRRE LN
TEZ - BA—NESHM -BRITABTESHMATRETA
REAMREEAGE BERERBERERAF (—MEH
ZEARKMBINEMEFRENEBLARR) N EESEA -
RZETARFT—ARERNBBA RERBRETEER
BERGHEEI10F  WES BN MRS T#TETE
BRARF - WP —NANN\FREERER S R TR _ET
F 4 #EMonash University of Australiafisi 3 2 4B T A =
E-ZSENAZE_ZE-— AR BIAGEEBEEMNE
AR (AIBABEERBRAR) ZBUIERTES ZA
RRBBEZER ETAG -

Biographical Details of Directors (continued)

Independent Non-Executive Directors

Albert Ho, aged 59, 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,
a company listed on the main board of the Stock Exchange of Hong
Kong.

Peter Lee Yip Wah, aged 74, joined the Group in 1998 and
was re-designated as an Independent Non-Executive Director of
the Company in June 2015. Mr. Lee is a retired solicitor in Hong
Kong. He is also an independent non-executive director of China
Merchants Port Holdings Company Limited (formerly known as
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.

Louie Chun Kit, aged 52, was appointed as 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 Eagle Legend Asia Limited
(formerly known as Manta Holdings Company Limited), a company
listed on the main board of the Stock Exchange of Hong Kong.
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Directors’ Interest in Transactions, Arrangements or
Contracts

During the year, YMIM, of which Warren Lee Wa Lun is a director,
received management fee of HK$17,424,000 from the Group 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 transactions,
arrangements or 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 were a party and in which a
Director of the Company of his connected entities had a material
interest, either 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, 2016, which may also
constitute connected transactions or continuing connected
transaction under the Listing Rules, are disclosed in Note 31 to the
consolidated 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

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")) as
at 31st December, 2016, 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:

15
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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 of the Company

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 31st December, 2016

RZB—XRF

+=A=+—H

BFER®S EERERITRG

EEnE &1 ERtE B BYEDLE

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
FEE BEmBEAA &A

Albert Ho Beneficial owner Personal 2,296,000 0.06%
GIR/ZAN BEmBEAA 1A

LTSN REE-_T-R"F+_A=1T—"HLEFERZ
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7 HERMXNEFEBAECRIREE S L E HHIF352
BREAFEZELMA SRE LT AR BIAERLE ST RIZAH
BARRANEBB A E R MXR -

Save as disclosed above, at no time during the year ended 31st
December, 2016 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 of the Company
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

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.
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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:

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

(i) Mr. Mark Wong Tai Chun is a director of APL and an
alternate director to Mr. Arthur George Dew in APAC
which, through certain of its 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 of the
Company (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.

Directors of Subsidiaries

Other than the Directors named in the section headed “Directors”
on page 11, the persons who have served on the boards of the
subsidiaries of the Company during the year ended 31st December,
2016 and up to the date of this report included Mr. Edwin Lo King
Yau, Mr. Lo Tai On, Mr. Jonathan Weiyan Seah, Mr. Matthew Jarrod
Hackett, Contana Investment Limited and City Power (Nominee)
Limited.

Permitted Indemnity Provision

The Articles of Association of the Company provides that every
director shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities which he or she may
sustain or incur in or about the execution of the duties of his or her
office otherwise in relation thereto. In addition, the Company has
maintained appropriate directors and officers liability insurance in
respect of relevant legal actions against the directors of the Group.
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Substantial Shareholders

As at 31st December, 2016, 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:
% of total
relevant issued
shares as at
Number of 31st December,
Name of Substantial Shareholders Notes Capacity  Nature of interests shares held 2016
RZB-RF
+=A=+-H
BERH HEBBRITRG
TERRER Mt =37} M R BYAI
AGL 1 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
e ke XEHIA AR RAER
Lee and Lee Trust 2 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
XEHIA AR RAER
Argyle Street Management Holdings Limited 3 Interest of controlled Corporate interest 246,280,000 5.99%
("ASMH") corporation
XEHIA AR RAER
Argyle Street Management Limited ("ASM”) 3 Interest of controlled Corporate interest 246,280,000 5.99%
corporation
XEHIA AR RAER
Chan Kin 3 Interest of controlled Corporate interest 246,280,000 5.99%
corporation
PR XEHIA AR RAER
Citigroup Inc. ("Citi") 4 Person having security Other interest 246,640,000 5.99%
interest in shares
HEMHHERE H o e
TN
izt Notes:
1. e EEEBE AN E A RREEARRR3,082,889,606/k 0% 1. AGL holds 3,082,889,606 shares of the Company through its
[ wholly-owned subsidiaries.

2. ZRIBEA FREBLLTREKESXES AEEELlee and 2.
Lee TrustZ {Z5EA © Lee and Lee Trustf Bt & £ B 2 74.49% 4
= (EREEFKELEZ AARS) RELEGEERZS

M REER 2l -

3. ASM Hudson River Fund ([River Fund]) * ASM Asia Recovery 3.
(Master) Fund ([Master Fund ) ~ASM Co-Investment

Opportunity Trust Il LP ([ASM Opportunity J

) B ASM

Connaught House Fund LP ([ASM Connaught Fund )%
B ¥ A A X 7] 2 38,805,0008% fi% 15 + 201,135,000/% A& {7 -
1,860,0000% A% 15 12 4,480,0008% A& 15 + 1M 1% % R ASME 3 o
River Fund, ASM Opportunity & ASM Connaught Fund% FASM
2 & A ° ASM Asia Recovery Fund ([Recovery Fund | )%
90.55% Master Fund * Recovery FundEiASMZE & # & ° ASM
FHASMHZ & #E5 - i BR (& 5t & #E B ASMH 2 50.94% % & ° B
It » BREE S5 4 - ASMH » ASM K2 Recovery Fundig 4% & BB % %
3 River Fund-Master Fund*ASM Opportunity &2 ASM Connaught

Fund# B 2 B n o

4. CitizmhERZMERNEE2ENBARMIESE - 4.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the
trustees of Lee and Lee Trust, being a discretionary trust. The Lee
and Lee Trust controls 74.49% 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.

ASM Hudson River Fund (“River Fund”), ASM Asia Recovery (Master)
Fund (“Master Fund”), ASM Co-Investment Opportunity Trust Il LP
("ASM Opportunity”) and ASM Connaught House Fund LP (“ASM
Connaught Fund”) which hold 38,805,000 shares, 201,135,000
shares, 1,860,000 shares and 4,480,000 shares of the Company
respectively, are managed by ASM. River Fund, ASM Opportunity and
ASM Connaught Fund are wholly-owned by ASM. Master Fund is
90.55% 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 50.94% interests in ASMH. Therefore, Mr. Chan
Kin, ASMH, ASM and Recovery Fund are deemed to have an interest
in the shares in which River Fund, Master Fund, ASM Opportunity
and ASM Connaught Fund are interested.

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



EEgRE
REPORT OF THE DIRECTORS

EFRRR (&)

BEMBEIN RZF—RFE+A=+—0 EFATHNE
BEMEMATRARRREMBERZEZE (EXREHLHAE
TEGIEXVED) Z B tn - AT A TR Z BRI S E ST A
RIBEZ LR GROIEXVEBZ T BRAAAREHKE 2 #

SEPTE

EEihE

RZE-RAF+—AZTH ARFERFREERFIL—
REEE R (RETEHZR]) IR _FT—AF+-A
TN ABERERLE REREEEH S RHREEERE
BHEFERTAREZAREER ARPH-_F—R"F—A
—HAEZF-N\F+A=T—H - -ERVEETEVZAHEE
RAUBBRARHEAAZAEBGABEEFEIS%ZFEIRE
B (N2EZ8FANREBEARK—AZAGBARREEAZE
BRZAEBREEEFEZ OB ERNETHRE X
) REERBET A=+t HALSFAUEBARRHES
AZAREBREGHEABEFEBHARRNR#HIREEE
EERNEBERZERVEREFEFEREBERARRHEAAZ
AEBRERGEAEEFEBE Z20% 2 ENER -

RIZFE-RE+A=+—R (\BHKRETERRNARZE
ERRBEEEZRAE2EMNB AR (BEKEFAT497%
ARRBMER) - (WKEDERERE DR RBAEE 2 KR
BR: RNFEREERARARBHIREER 2 HAESE-

BHE_Z—XRF+_A=+—HILFE AEBDNNEMS
BINEBE BB BHA17,424,0008 7T ©

F K
2016 ANNUAL REPORT

Substantial Shareholders (continued)

Save as disclosed above, as at 31st December, 2016, the Directors
are not aware of any other persons, who have interests or short
positions in the shares, underlying shares of equity derivatives or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the SFO) which would be required to be
disclosed to the Company pursuant to Part XV of the SFO.

Management Agreement

On 20th November, 2015, an investment management agreement
(the "Investment Management Agreement”) was entered into by
the Company and YMIM, which was approved by the Shareholders
on 29th December, 2015. Under the Investment Management
Agreement, YMIM agreed to assist the Board with the day-to-
day management of the Group from 1st January, 2016 to 31st
December, 2018. YMIM is entitled to a management fee equal to
1.5% per annum of the consolidated net asset value of the Group
attributable to the owners of the Company, calculated and payable
in arrears on a quarterly basis by reference to the arithmetical
average of the published consolidated net asset value of the Group
attributable to the owners of the Company on the last day of each
calendar month during each quarter; and a performance fee equal
to 20% of the amount by which the audited consolidated net asset
value of the Group attributable to the owners of the Company of
each year ending 31st December, exceeds the audited consolidated
net asset value of the Group attributable to the owners of the
Company as at the end of the latest financial year in which YMIM
was entitled to a performance fee.

As at 31st December, 2016, (i) YMIM was an indirect wholly-
owned subsidiary of AGL which was a substantial shareholder of the
Company holding 74.97% 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, 2016, management fee of
HK$17,424,000 was paid or payable to YMIM by the Group.
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Management Agreement (continued)

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:

(@) in the ordinary and usual course of business of the Group;
(b) on normal commercial terms or better; 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.56 of the Listing Rules has been issued
to the Board by the auditor of the Company confirming the matters
stated in Rule 14A.56 in respect of the above continuing connected
transaction for management agreement.

Equity-Linked Agreements
No equity-linked agreements were entered into during the year or
subsisted at the end of the year.

Related Party Transactions
Details of the related party transactions are set out in Note 31 to the
consolidated financial statements.

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 three
Independent Non-Executive Directors, namely Mr. Albert Ho, Mr.
Peter Lee Yip Wah 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,
2016.
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Nomination Committee

A Nomination Committee has been established by the Company to
review structure, size, diversity and composition of the Board and
assess the independence of Independent Non-Executive Directors.
The Nomination Committee now comprises three Independent Non-
Executive Directors, namely, Mr. Albert Ho, Mr. Peter Lee Yip Wah
and Mr. Louie Chun Kit and one Non-Executive Director, namely 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 now
comprises three Independent Non-Executive Directors, namely, Mr.
Albert Ho, Mr. Peter Lee Yip Wah and Mr. Louie Chun Kit and one
Non-Executive Director, namely 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,
2016.

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
BDO Limited (“BDQ") is the auditor of the Company. There has been
no change of auditor in the past three years.

The accompanying financial statements for the year ended 31st
December, 2016 were audited by BDO who will retire and, being
eligible, offer itself for re-appointment. A resolution for its re-
appointment as auditor of the Company will be proposed at the
AGM.

By order of the Board

SHK Hong Kong Industries Limited
Lo Tai On

Company Secretary

Hong Kong, 16th March, 2017
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The Company recognises that good corporate governance standards
maintained throughout the Company and its subsidiaries (together
referred to as 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

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 Corporate
Governance Code (the "CG Code"”) in Appendix 14 to 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 year ended 31st
December, 2016 except for the following deviation:

Mr. Warren Lee Wa Lun, the Chairman of the Board, was unable to
attend the annual general meeting (the “AGM") of the Company
held in May 2016 as provided for in code provision E.1.2 of the CG
Code as he was on an overseas engagement.

Directors’ Securities Transactions

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



TREERRE
REPORT OF CORPORATE GOVERNANCE

EXER

E=xg
EXERMMBHITES —RIFNTEFR=2BY
FEMITE RN

HITES
FEREE(ZE)
TRHOKE

FHTES
WERERE

BIYFBITES
AR AR IE &
FRERE
BREEE

BURTEEZABAEEETKE 250% - MATBYL
FRTEEMIEMEERERGELFEBEEC HED
AR EENE - EEENEBRRBAEEEERRE
BEEBIAT BUAARQRSREEZEE UET
ARRICERRBHRSHEEXZEZNER - B100% 2 ES
CHERERTNEEELE BHFAGHER -EET
RERYWERRE (BIETE £5 RiEskEmEXR
BRR) -

NEIE-—RFERNA - BRERBUIFNITESE A TEE
REBRARRFNTER A TS RARREMRRTERE
AL - W B RA R R EREB T A EAME s R FIREAR
NAEMEFHETERRIBEERREEN R EEBRER
NEEFERRFTEENBIIHEHTE LHARAE313
2B MR BERIE EWARBISE3 13D GREFERA
FHROPAMEANGRARRBIEATESE -A-_F—LFRX
AR FREBTEHE EMRBEI G ZBILIR

o

EEgCRUNBEEFEFSZE S AUNTZEE BX
ZBe REZEGMFMNEES UERARARTH
BEZEB-

F K
2016 ANNUAL REPORT

Corporate Management

Board of Directors

The Board currently consists of 2 Executive Directors, 1
Non-Executive Director and 3 Independent Non-Executive
Directors:

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

Non-Executive Director
Mr. Arthur George Dew

Independent Non-Executive Directors
Mr. Albert Ho

Mr. Peter Lee Yip Wah

Mr. Louie Chun Kit

The number of Independent Non-Executive Directors is 50%
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. 100% of the Board members have recognised
professional legal, securities or accounting qualification. There
is no relationship (including financial, business, family or other
material/relevant relationship) among Board members.

Prior to the re-designation as Independent Non-Executive
Director on 2nd June, 2015, Mr. Peter Lee Yip Wah was a
Non-Executive Director of the Company and did not have any
executive management functions of the Company. He did
not have material interest in any principal business activity of
the Company and was not connected with other directors
or substantial shareholders of the Company nor financially
dependent on the Company. The Board considers that Mr.
Lee is independent and satisfies the independence criteria in
Rule 3.13 of the Listing Rules in spite of the fact that he had
been a Non-Executive Director of the Company during the
two years immediately prior to the re-designation and the
date of this annual reprot under Rule 3.13(7) of the Listing
Rules. From 2nd June, 2017, Mr. Lee will fully satisfy the
independence criteria under Rule 3.13.

The Board has established four Board Committees, namely
the Executive Committee, the Audit Committee, the
Nomination Committee and the Remuneration Committee to
oversee different areas of the Company’s affairs.
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Corporate Management (continued)

Board of Directors (continued)

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, Nomination Committee and Remuneration
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.

Attendance of individual Directors at Board meetings in 2016:

Executive Directors

HiTEE

Warren Lee Wa Lun (Chairman)
T (FE)

Mark Wong Tai Chun

FR#H

Non-Executive Director
HHTEE

Arthur George Dew
IKEEIE

Independent Non-Executive Directors
BUHHTEE

Albert Ho

AR

Peter Lee Yip Wah

FEE

Louie Chun Kit

BIEG

3/4 75%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

R=F— /\ErlﬁiﬁéﬂMlé EHEH AOE8F—
R-BEFEHE HIJ/,\ﬁﬁﬁﬁ§$%§ﬁZ¢14EZﬁ
Pl *r’)iz—rﬁ%%‘\ﬁr & MABEFOERESED
FREANMASTE EZ@XHERGBNEDIRER
B MEARNSHERANHEBHAXM R ASHEL
Tt B o

4 regular Board meetings had been held in 2016 at
approximately quarterly intervals. At least 14 days’ notice of
a regular Board meeting is given to all Directors to provide
them with an opportunity to attend and all Directors are
given an opportunity to include matters in the agenda for a
regular meeting. Board papers are despatched to the Directors
at least 3 days before the meeting to ensure that they have
sufficient time to review the papers and be adequately
prepared for the meeting.
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TEEE (£Z) Corporate Management (continued)
i BEe(£E) i Board of Directors (continued)
(a) EEZSREEEZAGRRERE (a)

Roles and Responsibilities of the Board and
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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.

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 matters 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 regular meetings of the Board, the Board
discusses and formulates the overall strategies
of the Group, monitors financial and investment
performances and discusses and approve the annual
and interim results, discusses and decides on other
significant matters, if necessary.

The Company has arranged appropriate directors and
officers liability insurance coverage for the Directors
and officers of the Company.
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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, 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. The
Company had previously arranged training course
and will continue to arrange and/or funding training
opportunities in respect of the roles, functions and
duties of Directors upon requested by Directors. 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 during the year is recorded in the table
below:

Reading regulatory
or monthly updates/
attending in-house
briefings arranged by

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

Directors other listed companies Directors’ duties
BEER
BHEAR
BREH HE SEERERRES

HREMmETARRHERN BEZERENE
BEE ABENE 23—
Executive Directors
HITES
Warren Lee Wa Lun
FHEMG v v
Mark Wong Tai Chun
TR v v
Non-Executive Director
FHITES
Arthur George Dew
WEE v v
Independent Non-Executive Directors
BIUFHTES
Albert Ho
fal R AR v v
Peter Lee Yip Wah
FEHE v v
Louie Chun Kit
EkG v v
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TEEE(Z) Corporate Management (continued)
i BEe(£E) i Board of Directors (continued)
(o) EESKEEEZAGKREE (Z) (@) Roles and Responsibilities of the Board and
Management (continued)
EEEeNEARBEETRICAERITEEEARE The Board is also responsible for performing
F-EBEEZGRLEBRACEEACRBER: 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:

- BREBIERAABEIGEBEARER: -~ to develop and review the Company's
policy and practices on corporate
governance;

— BIREREFREMNEEARZHEIIRES - to review and monitor the training and

BHEERR: continuous professional development of

Directors and senior management;

— B RERAQNTBELRBBREE A NE - to review and monitor the Company's
BERENER: policies and practices on compliance

with legal and regulatory requirements;

- BE- $== SNEREANREIRESEZ1TA - to develop, review and monitor the
PRI B FM & code of conduct and compliance
manual applicable to employees and

Directors; and

—  BEARQRFELETAURCEERRE - to review the Company's compliance
HWEEB M with the CG Code and disclosure in the

Corporate Governance Report.

EFeR _ T NTUBRTEEEZENATLESE The Board had considered the following

JRERIA corporate governance matters for the financial
year 2016:

- EBHAEEREEELS2FELRZER - review of the usage of annual caps on

B the continuing connected transactions

of the Group;

-  BRAARAIRMAEERKER: - review all policies and practices adopted
by the Company;
- SFERESTAZIE - review of the compliance with the CG
Code;
— FRERZESRIRBREERANIMEER - review of the effectiveness of the risk
FZRR R management and internal control
systems of the Company through the
Audit Committee; and
— R BEEBRIE BRI LM ES - adoption of the sustainability policy
Pl EEBE  RERFEREERERERA - which established principles in

employment practices, business
integrity, protection of environment and
community contributions. 27
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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 AGM, 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.
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Corporate Management (continued)

Audit Committee

The Audit Committee has been established and currently
consists of four Non-Executive Directors, three 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, Mr. Peter Lee Yip Wah and Mr.
Louie Chun Kit. The Audit Committee is provided with
sufficient resources to discharge its duties and has access to
independent professional advice according to the Company’s
policy if considered necessary.

The major roles and functions of the Audit Committee are:

(a) to 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 to consider 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;

(©) 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

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

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

29



30

SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

DEELHE
REPORT OF CORPORATE GOVERNANCE

XEE (F)

EREEE (F)
ERZEENOBEFAZIERRE

(@) HHAKEZZ
RERZAE

—hEEFEER_T—RF

() ERE-_Z-AFE2FR-_F-RFHHUBER
RE - BARREEEIwRAEE 2 G5 ER MK
REBTE RFREM:

(@ HEINERBIMBHRAWARRZMBHREEE
d) Ek#tE—FT-A FEZEBERER:

() MEFFHBENZEINEREED AFARIFRK
BR(TRUR]) #EAE

(H HEHEBRBRZLH (BEEAERRETE W

B):
(90 BHAFAXAEEZENFHEMERS (WF)
(hy HUEREBZREED 2 B HE KA 8 R EHE RS
ZEE ]
(i) s EIR R N BRI R B

REIZ-—RFT+-_A=+—H EFBREMBE L
P mASEBE T RMBRE ABEERAEMER
AREFETZZBREBIZHB-FRN BEREES
A S AR AR R

BREEEKE EINERBAN — T REFABR
@%°tk§§%§%ﬁﬁ%ﬁ%ﬁ2$%l%%éﬂ
HEREZR A RFEIER IR ZERER-

Corporate Management (continued)

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

(a) reviewing the 2015 annual results and 2016 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 2015 annual financial statements and 2016
interim financial statements;

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

(d)  reviewing and approving the 2016 audit scope and
fees;

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

(f) reviewing the arrangement (including investigation and
following up action, if any) under the whistle blower

policy;

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

(h)  approving the audit scope and plans of internal auditor
and reviewing issues identified by them; and

(i) reviewing the effectiveness of risk management and
internal control systems.

As at 31st December, 2016, the arrangement for employees
of the Group to raise concerns about possible improprieties in
financial reporting, internal control and other matters through
whistle blower policy is in place. No reporting had been
received by Audit Committee during the year.

The Audit Committee members met 2 times in 2016 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.
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Corporate Management (continued)
i. BREE®(E) ii.

Audit Committee (continued)
Attendance of individual members of Audit Committee at
audit committee meetings in 2016:

Albert Ho (Chairman)
AR (L)
Arthur George Dew
WA

Louie Chun Kit
T

Peter Lee Yip Wah
P

212 100%

2/2 100%
2/2 100%

2/2 100%
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Nomination Committee

The Nomination Committee has been established by the
Board to comply with the Listing Rules and is chaired by
an Independent Non-Executive Director. The Nomination
Committee currently comprises four members, namely Mr.
Albert Ho (Chairman of the Committee), Mr. Peter Lee Yip
Wah 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:

(@)  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;

(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.
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Corporate Management (continued)

iv.

Nomination Committee (continued)

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 meetings was held during the
year with 100% attendance rate in the presence of Mr.
Albert Ho, Mr. Arthur George Dew, Mr. Peter Lee Yip Wah
and Mr. Louie Chun Kit to (i) review the structure, size and
composition of the Board, (ii) assess the independence
of Independent Non-Executive Directors, (iii) review
the re-election of retiring directors at the forthcoming
AGM, (iv) review the board diversity policy; and (v) make

recommendations to the Board.

Remuneration Committee

The Remuneration Committee has been established and is
chaired by an Independent Non-Executive Director, currently
comprising four members, namely Mr. Albert Ho (Chairman
of the Committee), Mr. Peter Lee Yip Wah 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.



TREERRE
REPORT OF CORPORATE GOVERNANCE

TR (F)

V.

Vi.

¥HEES (&)
FMZEezI2ABREBERS:

() BMARREZELREREEAE Z2BHMEEER N
ABAEFSROER:

() FMERRTEERSRERBAENFEFMTE
AEFERNER:

(0 BR2REFSIRHEZARRERER R
AR EIR RIBEE < M

d) BT ARRTEFIN T EMBRAKLHE
BB ER@RIE:

(o) BAUMERNEFTAREMBERAELERE
B RZBERE R

(H HERUBREFSEBTEEARS ZHM-

HOIZ 8 & 2 BERES AL R REBH BN
B

TE-REFERTMAFMEZESEHILLA100% HF
TSMARMEL  WEERE  FERERERFERESL
FHFE-FHEZEBEE IR ARFATESTHERES
SERKBZESEEE YRESSREEZERNUREE
BHEBRE-

S BE
ARRZMEBRRERFERE (BRES) REAAF
BRZ 8 RSB ET D 2 S E - T AriE 2 B
SHEABEAENRETSKTEE HEERHHE
MBBALTRITHRAB2EREFERTHE

F K
2016 ANNUAL REPORT

Corporate Management (continued)

V.

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.

Two remuneration committee meetings were held in 2016
with 100% attendance rate in the presence of Mr. Albert Ho,
Mr. Arthur George Dew, Mr. Peter Lee Yip Wah and Mr. Louie
Chun Kit. The Remuneration Committee had discussed and
reviewed remuneration of Executive Directors and Directors’
fee of all members of the Board and made recommendation
to the Board as well as the Group remuneration policy, etc.

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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Corporate Management (continued)

vii.  Board diversity policy
The board diversity policy of the company sets out the
objectives and principles regarding board diversity for the
benefits of achieving the Company’s strategic objectives
with a view of having a balanced diversity of both skills and
experience and of perspective. Board appointments will be
based on merit and candidates will be considered against
measurable objectives, taking into account the Company’s
business and needs.

Selection of candidates will be based on a range of diversity
criteria, including but not limited to gender, age, cultural and
educational background, knowledge, professional experience
and skills. The ultimate decision will be based on merit and
the contribution that the selected candidates may bring to the
Board.

The Directors will consider and review the diversity of the
Board and to set up, if appropriate, measurable objectives
according to the Company’s own business model and specific
needs.

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 consolidated financial statements on pages 92 to 93.

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
is Mr. Warren Lee Wa Lun, Chairman of the Board. The company
secretary of the Company has duly complied with the relevant
training requirement under Rule 3.29 of the Listing Rules.
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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 the AGM and extraordinary
general meetings (“EGM"), 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 Exchange of Hong Kong;
and (iii) the availability of latest information of the Group on the
website of the Company.

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

The Company’s notices to the Shareholders for the AGM held in
2016 were sent to the Shareholders at least 20 clear business days
or 21 clear days, whichever is the longest.

Other than the Chairman of the Board, all Directors, including
chairman and members of the Audit Committee, Nomination
Committee and Remuneration Committee, and the representative
of external auditor were available at the AGM held on 24th May,
2016 to answer questions from the Shareholders. Another executive
director was elected the chairman of the AGM who 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.
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Corporate Communication (continued)
Attendance of individual Directors at general meetings in 2016:

AGM
BRRBFERE

Executive Directors
HITES

Warren Lee Wa Lun (Chairman)
TG (FE)

Mark Wong Tai Chun

TR

Non-Executive Director
FHITES

Arthur George Dew
WEE

Independent Non-Executive Directors
BAFHTES

Albert Ho

{CIE/=Z7N

Peter Lee Yip Wah

FHE

Louie Chun Kit

Bk

01 0%

7 100%

7 100%

7 100%

7 100%

7 100%
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The forthcoming AGM of the Company will be held on 23rd May,
2017 and resolutions to be proposed thereat will be voted separately
by way of poll.

Convening of EGM
The Company may also communicate with its members through
EGM, if and when appropriate.

Pursuant to Section 566 of the Companies Ordinance (Chapter 622
of Laws of Hong Kong) (the “Hong Kong Companies Ordinance”),
the members of the Company representing at least 5% of the total
voting rights of all the members having a right to vote at general
meetings may request the Directors to call a general meeting. The
request must state the general nature of business to be dealt with
at the meeting and may include the text of a resolution that may
properly be moved and is intended to be moved at the meeting. The
request may consist of several documents in like form and may be
sent to the Company in hard copy form or in electronic form and
must be authenticated by the person(s) making it.



TRERBME

F K
2016 ANNUAL REPORT

REPORT OF CORPORATE GOVERNANCE

BIRRRRAE (&)
HWEFEXEREFHAMES -+ — KA REEARKR

FENEZH MR T NARAREER —RBRERAE Al
ZEBRAREZEBHFERA—FULBRRENFRA AT 8
TARBRRAS B ARNERAENMEE LG FRA S
A =18 A MR ETT-

HEMBRREBFANKRRAS ARTRENEIEEERRERA
BT AAR-

BRRREZRBRZERF

BERAI B RAE LR 2IRFBRFHEZ - RIEF B RIRS
61515 AR RIRIRAIBRARAME EPWBRBREFKE
BEZARABRRFTEANEZRIRELHNAEG LIZE 2R
BERBS AREERAMIAXHREFXEEAFETAR
A RBHEREHERS ORER BREHER . —R2EZ 4
ALRA WAARBNETEZEREEZBRRBFREGZ
RIZEANE 3 (ABIBRE B TIEZAGEE 2B BUEL -

WEEENT AT ZENR: QG AN RZEREZ EREHER
ErBERRAREETI25% 2 BRE  b)EDS0ZEE
HEESCR SRS EZE 2R BIARREE L RERARE -

HERBEMALTREFZEE AR ABUEEHMA NE
o

Convening of EGM (continued)

If the Directors do not within 21 days from the date of the deposit
of the request proceed duly to convene a general meeting for a day
not more than 28 days after the date on which the notice convening
a general meeting is given, the members concerned or any of them
representing more than one-half of the total voting rights of all of
them, may themselves convene a general meeting, provided that the
general meeting so convened shall not be held after the expiration
of 3 months from such date.

The general meeting convened by such members shall be convened
in the same manner, as nearly as possible, as that in which general
meetings are to be convened by the Directors.

Procedures for Members Putting Forward Proposals
Members may put forward proposals for consideration at a general
meeting. Pursuant to Section 615 of the Hong Kong Companies
Ordinance, the members of the Company may request the Company
to give, to members of the Company entitled to receive notice
of the AGM, notice of a resolution that may properly be moved
and is intended to be moved at that meeting. The request may
be sent to the Company in hard copy form or in electronic form
and must identify the resolution of which notice is to be given, be
authenticated by the person or persons making it and be received by
the Company not later than 6 weeks before the AGM to which the
requests relates; or if later, the time at which notice is given of that
meeting.

The Company will give notice of a resolution if it has received the
requests from (a) members representing at least 2.5% of the total
voting rights of all the members who have a right to vote on the
resolution to which the request relate; or (b) at least 50 members
who have a relevant right to vote on the resolution to which the
request relate.

As regards proposing a person for election as a director, details and
procedures are available on the website of the Company.
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Procedures for Members Putting Enquiries to the Board
Members 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.

Constitutional Documents
There was no change in the articles of association of the Company
during the year ended 31st December, 2016.

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

Risk Management and Internal Controls

The Group's systems of risk management and internal control
involve the operation and/or supervision of the Board, the Executive
Committee, the Audit Committee, the investment manager and the
internal auditor. The main features and the key processes that have
been established in reviewing the adequacy and effectiveness of
such systems are stated below.

The Board is responsible for overseeing the Group’s systems of
risk management and internal control. However, such systems are
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.

The Board has overall responsibility in monitoring the process of
corporate reporting and control system throughout the Group. It
delegates the duties of proper and regular reviews on the deployment
of resources and financial reporting systems, the corporate
governance practices and compliance with the Listing Rules, the
Hong Kong Securities and Futures Ordinance and other applicable
regulations to the Investment Manager, YMIM. The Investment
Manager reviews and briefs the reporting systems with the Audit
Committee at least annually.

The Board, through the recommendations from the Executive
Committee, has established an on-going process for identifying,
evaluating and managing the significant risks faced by the
Group and this process includes updating the systems of risk
management and internal control when there are changes to
business environment or regulatory guidelines. The effectiveness
and efficiency of the risk management and internal control systems
are reviewed annually. The process for identifying, evaluating and
managing significant risks is also set out on pages 7 and 8 of this
Annual Report.
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Risk Management and Internal Controls (continued)

For the year ended 31st December, 2016, the Board, through
the Audit Committee with the assistance of internal auditor
and the senior management of the Company, reviewed the risk
management and internal control systems of the Group (including
the consideration of the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Company’s
accounting, internal audit and financial reporting function). The
controls within these systems were considered effective and
adequate.

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

The key processes that have been established in reviewing the
adequacy and integrity of the systems of risk management and
internal control include the following:

° 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 risk
management and internal control issues (if any) identified by
internal auditor, external auditor, regulatory authorities and
management, and evaluates the adequacy and effectiveness
of the Group's risk management and internal control systems.

The internal auditor check for compliance with statutory
requirement, internal policies and procedures. They assess the
operating effectiveness and efficiency of the risk management and
internal control systems in the course of their audit. The audit scope
and frequency are determined by the level of assessed risks and have
to be reviewed and approved by the Audit Committee.

The Group has already established the Inside Information Policies.
They depict clearly the decision trees to distinguish inside
information and the necessary actions.

Employees are required to keep all inside information in strict
confidence. Once the inside information needs disclosure, the
manner must be equal, timely and effective.
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Auditor’s Remuneration
During the year under review, the remunerations paid/payable

FERAR (BB VEESZ]) (RINAKRATME AR Z#%  to the Company's auditor, BDO Limited (“BDO"), also auditor of
iAm) E’]@)Njﬂlﬂ—l— : subsidiaries of the Company, are set out as follows:
Services rendered Fees paid/payable
R AR e ENEA
HK$'000
FHET
BDO
BEAEUEER
— Audit services
- ZHRTS 270
— Other non-audit services
- Hith IEZBR TS 90
360

ESRBMGRRNERGEUBERR2ER

EEEHRAREGAVBRRNIBES 2 ET - REMREE
BREREHREZETBREANFLIEEFI6B 2B ZY
FhsR 2 o

Directors’ and Auditor’s Responsibilities in Preparing
and Reporting the consolidated Financial Statements
The Board acknowledges that it is their responsibilities in preparing
the consolidated financial statements. The statement of the auditor
about their reporting responsibilities on the consolidated financial
statements is set out in the Independent Auditor’s Report on pages
41 to 46.



B 2R

F K
2016 ANNUAL REPORT

INDEPENDENT AUDITOR'S REPORT

Tel :

IBDO

EEE 1 +852 2218 8288
+852 2815 2239

E

+852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk
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To the members of
SHK Hong Kong Industries Limited
(incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of SHK
Hong Kong Industries Limited (the “Company”) and its subsidiaries
(together the
comprise the consolidated statement of financial position as at

“Group”) set out on pages 47 to 139, which

31st December, 2016, 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 notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31st December, 2016 and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAs") issued by the HKICPA. Our responsibilities
“Auditor’s
Responsibilities for the Audit of the Consolidated Financial

under those standards are further described in the
Statements” section of our report. We are independent of the
“Code of Ethics for
“"Code”), and we have fulfilled

Group in accordance with the HKICPA's
(the
our other ethical responsibilities in accordance with the Code. We

Professional Accountants”

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

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Valuations of available-for-sale financial assets and financial
liabilities at fair value through profit or loss (“FVTPL")

Available-for-sale financial assets amounted to approximately
HK$385 million consisting of listed and unlisted debt securities with
fair values of HK$232 million and unlisted equity securities with
fair values of HK$92 million. These assets were classified as “Level
2" financial instruments in accordance with the classification under
Hong Kong Financial Reporting Standards (“HKFRSs”) where values
are derived from observable prices (or inputs to valuation models)
other than quoted prices included within “Level 1”. The remaining

HK$61 million were stated at cost.

Financial liabilities at FVTPL are derivative financial instruments
with fair value of approximately HK$10 million consist of debt
issuers’ call options embedded in listed and unlisted debt securities.
These liabilities were classified as “Level 2" financial instruments in
accordance with the classification under HKFRSs.

The valuations of available-for-sale financial assets at fair value
and financial liabilities at FVTPL relating to listed and unlisted
debt securities had been determined by management and an
independent professional valuer. Such valuations involve the
determination of the valuation models and the selection of the
different inputs and the assumptions made in the valuation models
by management and the independent professional valuer. Any
changes in valuation models adopted and input and assumptions
applied could lead to significant changes in amounts reported in
the consolidated financial statements. We identified valuations of
available-for-sale financial assets and financial liabilities at FVTPL
relating to listed and unlisted debt securities as a key audit matter
because the valuation of financial instruments without a quoted
price is a complex area and involves a higher degree of estimation
and judgment. These financial instruments are material to the
Group.

Refer to notes 3.10, 3.11, 3.16, 4,
consolidated financial statements.

18, 26 and 34 to the
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Key Audit Matters (continued)

Our response:

Our procedures to asses the valuation of available-for-sale financial
assets and financial liabilities at FVTPL relating to listed and unlisted
debt securities included:

o Assessing the valuation methodology applied on the
financial instruments;

o Challenging the reasonableness of key assumptions in the
valuation based on our knowledge;

o Reconciling input data used in the valuation to supporting
evidence; and

o Assessing the scope, expertise and independence of the
independent professional valuer appointed by the Group.

Other Information in the Annual Report

The directors are responsible for the other information. The other
information comprises the information included in the Company’s
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

Directors’ Responsibilities for the Consolidated
Financial Statements

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA 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.
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Directors’ Responsibilities for the Consolidated
Financial Statements (continued)

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The directors are also responsible for overseeing the Group's
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. This report is made
solely to you, as a body, in accordance with Section 405 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.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o obtain an understanding of internal control relevant to
the audit 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 Group's
internal control.
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Auditor’s Responsibilities for the Audit of the

Consolidated Financial Statements (continued)

o evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

o conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to
continue as a going concern.

o evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in a manner that achieves fair presentation.

o obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (continued)

From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO Limited

Certified Public Accountants

Cheung Or Ping

Practising Certificate Number: P05412

Hong Kong, 16th March, 2017
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HEZZ—R"F+ZA=+—HLLEE For the year ended 31st December, 2016

2016 2015
—E-RF —E-RF
Notes HK$'000 HK$'000
Htat FHT FHET
Revenue
UON 5 19,026 33,783
Other net loss
H i85 6 (48,190) (67,908)
Administrative and other operating expenses
THEEMEEER 9 (30,348) (70,690)
Finance costs
B RS 7 - (13)
Loss on disposal of joint ventures
HEAERRIEE 8 (14,067) -
Share of loss of joint ventures
[E1h& & R REE - (540)
Share of (loss)/profit of associates
FEREEE AT (E18) R T 9 1,825
Loss before income tax
FRGBLAT RS 18 9 (73,588) (103,543)
Income tax expense
FrgBiA X 10 - -
Loss for the year
rEEBE (73,588) (103,543)
(Loss)/profit for the year attributable to:
TEE (BEB) BRI EES:
Owners of the Company
RARER A (73,565) (103,989)
Non-controlling interests
FEIE Rt = (23) 446
(73,588) (103,543)
Loss per share attributable to the owners of
the Company (HK cents)
AARBEEAEGEBRER (GB4) 12
— Basic
—H R (1.79) (2.53)
— Diluted
— 58 (1.79) (2.53)
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HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016

2016 2015
—EB-KEF —E—-nF
HK$'000 HK$'000
TER FET
Loss for the year
REEBHRE (73,588) (103,543)
Other comprehensive (expenses)/income
Hth2m (BA) WE

Items that may be reclassified subsequently to profit or loss:
RENHEEEN 7 HERB2EE -
Change in fair value of available-for-sale financial assets
AHEENBEEZ N TFEE (32) 2,119
Reclassification adjustment for realisation upon redemption/disposal

of available-for-sale financial assets
gD HEHEENBEERSSERMEN D AR (906) (3,917)
Share of other comprehensive income of joint ventures
B E QAR 2 A2 E KRR - 21
Share of other comprehensive expenses of an associate

R —MEE ARz Ht2EER (253) (187)

Other comprehensive expenses for the year, net of tax

BRE#ZZAFEFEHMZEER (1,191) (1,964)

Total comprehensive expenses for the year

AEEETHERARE (74,779) (105,507)

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

FFEEZE(ER) WREEEES:

Owners of the Company

EAN/NSIE RSN (74,645) (105,872)
Non-controlling interests

JEIRA R 2 (134) 365

(74,779) (105,507)
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MZZE—XEF+=A=+—H As at 31st December, 2016

2016 2015
—EB-KF —ZT—A1F
Notes HK$'000 HK$'000
&t FHET FHT
ASSETS AND LIABILITIES
EERAE
Non-current assets
FRBEE
Interests in associates
BN AR 17 3,880 4311
Amount due from an associate
JE i — B i X R FRIA 17 8,609 8,569
Available-for-sale financial assets
A SR %A E 18 385,350 160,120
397,839 173,000
Current assets
REBEE
Available-for-sale financial assets
AHEENBEE 18 = 49,158
Other receivables and prepayment
H i JE R e TR RIE 19 443 25,809
Amounts due from joint ventures
JEYE & N FIFIE 20 - 5,143
Financial assets at fair value through profit or loss
BRATEIEREERERRE VK EE 21 551,607 672,382
Security deposits
RGIRBE 22 - 6,290
Cash and cash equivalents
ReRBREEED 23 245,222 313,909
797,272 1,072,691
Current liabilities
nBAE
Other payables and accrued expenses
Hih R R ETE R 24 23,753 1,337
Amount due to a holding company
R—FEERR A &3R8 25 317 328
Amount due to a fellow subsidiary
G IEER 1 =VNCIE S 25 5,393 5,001
Financial liabilities at fair value through profit or loss
BAFEIERTEERREE M BEE 26 10,454 8,962
39,917 15,718
Net current assets
RBEERE 757,355 1,056,973
Total assets less current liabilities
EERERRBAEE 1,155,194 1,229,973
Net assets
EEFE 1,155,194 1,229,973
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RZZ—"F+=A=+—8 As at 31st December, 2016

2016 2015
ZE—RF —hF
Notes HK$'000 HK$'000
Hat FTHET TET
EQUITY
R
Equity attributable to the owners of the Company
AAREE AEGER
Share capital
[N 27 918,978 918,978
Reserves
s 28 235,302 309,947
1,154,280 1,228,925
Non-controlling interests
Bl 5o 914 1,048
Total equity
AR 1,155,194 1,229,973
Net asset value per share attributable to the owners
of the Company (HK$)
KRBRFEEABEEBREEFE (BR) 29 0.28 0.30

FAEEZFBIAZEAVBRREANAESS ([E28])
é:? TEZATRBRERRETE THTHEERE

Warren Lee Wa Lun
TEM
Chairman

E

The consolidated financial statements on pages 47 to 139 were
approved and authorised for issue by the board of Directors of the
Company (the “Board”) on 16th March, 2017 and are signed on its
behalf by:

Mark Wong Tai Chun
EPN |
Director

EF
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HEZZ—R"F+ZA=+—HLLEE For the year ended 31st December, 2016

Non-
controlling Total
Equity attributable to the owners of the Company interests equity
FAAERAEERE FERER BEEH
Capital Investment
Share  contribution revaluation Translation Retained
capital reserve reserve reserve earnings Total
R&  EABARE REEMEE Bt REEN ag

(Note 27) (Note 28) (Note 28)
(W&21) (W&28) (Wz2e)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T#n ThR ThR Thr ThEr TEr TEn ThR
At 1st January, 2016
ZE-NF-A-REE 918,978 367 24,556 2 284,992 1,228,925 1,048 1,229973

Loss for the year
REEER - - - - (73,565) (73,565) ) (73,588)
Other comprehensive expenses:
Hh2EER:
Change in fair value of avalable-for-sale financial assets
e BEE ATER - - (3) = - (3 = 3
Redlassification adjustment for realisation upon
redemption/disposal of available-for-sale financial assets

REE/t N BARRERAENERE - - (906) - - (906) - (906)
Share of other comprehensive expenses of an associate
ElE-BREAIZANRIAER - - - (142) - (142) (1) (253)

Total comprehensive expenses for the year
FERREER - - (938) (142) (73,565) (74,645) (134) (74,779)

At 315t December, 2016
“E-AEtZR=t-BEE 918,978 367 2,618 (110 211427 1,154,280 914 1,155,194

fORZE-AFTZA=1 B WEERMEE235302,00087THE ¢ The aggregate amount of these balances of HK$235,302,000 represents
R ERE MRS AR R 2 F - the reserves in the consolidated statement of financial position as at 31st
December, 2016.
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HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016

Non-
controlling Total
Equity attributable to the owners of the Company interests equity
RRRER RS FERER  ERAE
Capital  Investment
Share  contribution  revaluation  Translation Retained Dividend
capital reserve reserve reserve earnings reserve Total
RE BRGAGE RESHEE EiRE RIBN  REEB &%
(Note 27) (Note 28) (Note 28)
(Wzr27)  (Misrs)  (HiHit2s)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHET TR THET TR TR THERT TR TR TERT
At 1st January, 2015
“T-15-f-BHEE 918,978 367 26,354 17 388,981 4a17 1,375,914 683 1,376,597
(Loss)/profit for the year
REE (B8)/ &7 - - - - (103,989) - (103,989) M6 (103543)
Other comprehensive income/(expenses):
At2EbE/ (BR):
Change in fair value of available-
for-sale financial assets
ARHERBEECATES - - 2,119 - - - 2,119 - 2,119
Reclassification adjustment for realisation upon
redemption/disposal of available-for-sale
financial assets
REE/ METRNENBEAERERT
BNOERE - - (3917) - - - (3917) - (3917)
Share of other comprehensive income of
joint ventures
oINS T G - - - 2 - - 2 - ”
Share of other comprehensive expenses of
an associate
lE—EHeRm A2 EER - - - (106) - - (106) (81) (187)
Total comprehensive (expenses)/income
for the year
AEELE(BR) WEihd - - (1,798) (85 (103,989) - (105872 365 (105,507)
Dividend paid
ERRE - - - - - (41,117) (41,117) - 41,117)
Transactions with owners
BEEAZRS - - - - - 41,117) (41,117) - @117
At 31st December, 2015
ZE-REFZAST-HEE 918978 367+ 24,556* N+ 284,992 - 120895 1048 1229973

* RIZE-RAFTZA=1+—H LEHEHEEE309,947,0004 7T * The aggregate amount of these balances of HK$309,947,000 represents
R the reserves in the consolidated statement of financial position as at 31st

NG A B IS IR E 2 B8 -

December, 2015.
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CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZ—R"F+ZA=+—HLLEE For the year ended 31st December, 2016

Cash flows from operating activities
REXBRERE

Loss before income tax

FriS B AN 18

Adjustments for:

ST FIIR B (S

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

R HER RSN EEE T # R
Dividend income
f& B A
Interest income from available-for-sale financial assets
A ST EE M S KA
Interest income from bank deposits
RITERFE WA
Fair value loss on financial assets and liabilities

at fair value through profit or loss

BRAFEINEIEBRRREECHBEERBBEZR

Exchange loss

bE 5 B 1R

Share of loss of joint ventures
[EhaERNRER

Share of loss/(profit) of associates
FEMREEE AR EE S CEF)
Interest on bank borrowings
RITERZHE

Impairment on amounts due from joint ventures
JEWE & X R FIE 2 ARl
Loss on disposal of joint ventures
HEAERRIEE

FEER

2016
—E-XREF
Notes HK$'000
Bt FET
(73,588)
6 (955)
5 (5,021)
5 (12,554)
5 (1,451)
6 53,875
128
9
7 -
9 956
8 14,067

2015
—hF
HK$'000
TAT

(103,543)

(3,547)

(21,760)

(11,167)

(856)

71,078

786

540

(1,825)

33,738

53
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SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

GERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016

2016 2015
—B-AF —E-RF
HK$'000 HK$'000
THET FHT
Operating loss before working capital changes
Rt EEELBHA KL R (24,534) (36,543)
Decrease in other receivables and prepayment
H A W Rk TR % TR A SR IE R 9 9,428
Decrease/(increase) in security deposits
RHRERELD,(3EMN) 6,290 (5,829)
Increase/(decrease) in other payables and accrued expenses
Hfth e R FERT B AN, CR) 22,416 (10,778)
(Decrease)/increase in amount due to a holding company
R—RERARIFRIE G L) /i (11) 12
Increase/(decrease) in amount due to a fellow subsidiary
R—ERRKME R RFEL N, CRd) 302 (21,954)
Change in financial assets and liabilities at fair value through profit or loss
BRATEIGREERERECMBEERAER 58,537 76,778
Cash generated from operations
REXBEEZHS 63,009 11,114
Dividend received
S IYE) 5,021 21,760
Bank interest received
EUWERTTA R 1,451 856
Interest on bank borrowings paid
ERRITERZ AR - (13)
Net cash generated from operating activities
MEEBEE RS FE 69,481 33,717




mERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZ—R"F+=ZA=+—HLL5E For the year ended 31st December, 2016

Notes
Hat

Cash flows from investing activities

REXBZRERE

Purchase of available-for-sale financial assets

BARRLENBEE

Proceeds from disposal of joint ventures

KEHESERRIMERIE

Dividends received from an associate

kB RS NE 2R

Proceeds from redemption/disposal of available-for-sale financial assets

A B S A E 2 TS AR

Interest received from available-for-sale financial assets

AHEETBEE B WAL

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

HAHHEM B EE s ERS#

Increase in amounts due from joint ventures

JEY & &N RIFRIEIE hN

F
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2016
—E-RF
HK$°000
FExT

(139,826)

35,120

169

7,755

2,814

800

(45,000)

2015

—E—ARF

HK$'000
TAT

(38,761)

107,750

7,712

Net cash (used in)/generated from investing activities

KREXK (RR) /EEZRSFHE

(138,168)

76,701

Cash flows from financing activities
MEXEBZRERE

New bank borrowings raised
BESMERITER
Repayment of bank borrowings
BERITER

Dividend paid

RS

20,000

(20,000)

(41,117)

Net cash used in financing activities

MEXBRAZEDFER

(41,117)

Net (decrease)/increase in cash and cash equivalents
ReRBEEZEY ORD) g
Cash and cash equivalents at 1st January

R—A—BZRERREEEY

(68,687)

313,909

69,301

244,608

Cash and cash equivalents at 31st December

R+T-ZA=+—HzEE2RELZEEY 23

245,222

313,909

95
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SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

e MR R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016
1.

—RE&EH

MIHREBRRR ([AAR) TIREBEMAL KA
RABBZBREMERAR - ARAREMPEERAARE
BEEWI BB EF ST B I138RBARESKES
BISOIE - ARRZENREBEAMERZABR AT
(I&BBRAT)) ETe

RZE—ARF+TZA=+—H ARRRIZERA AR
BEZBESAME L BEBERABRAQR]Z &K
ERARABAEEEERAR ([HEEHE]) BeE
BAE—HEEFBAMKLZARETERAA AR
B 2 #1577 AlLee and Lee TrustZ {55E A © Lee and
Lee TrustZ fEREAZ EZE E MU AEBEF S LITE
1385k EE S B & A H2418 ©

AABIREMBAR (GHER [AKE])RFAZER
EBERRENEMEIFEMZERMT A

RAMIT BB 2 BB BREER ([FBH
BE|EER])

21 RARBITEBMBEREEN -—2-~F—-A8
—HEBEX

RAFEE AEEEEREA T HE LS
RE ([BEGHAR]) RMZEERTEE
MBHREER HERAEER —T—RF—H
— BB ZFERME M ERRBEL AR -

BEMBREENEI00R. RETR: ERGAARZ
BEMBREENE 5L PISMER

BE G HER R85

(ZF——%) (3])

EENBRSES WEAEEERERN
E1155 (B3]) SHEE

BEOENSIG () BEEE
BEOHENEUE  BUBMBERTOEDE
(=3-—#) ()

BEMBREER BEMBREEN_T-—F%
SCHES) “E-REBBFRELE

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, 2016, 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, 2016

In the current year, the Group has applied for the
first time the following revised 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, 2016.

Amendments to HKFRS 10, Investment Entities: Applying the
HKFRS 12 and HKAS 28
(2011)

Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of

Interests in Joint Operations

Amendments to HKAS 1

Amendments to HKAS 27 Equity Method in Separate Financial
(2011) Statements

HKFRSs (Amendments)

Disclosure Initiative

Annual Improvements to
HKFRSs 2012-2014 Cycle
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZ—R"F+ZA=+—HLLEE For the year ended 31st December, 2016

2. BKFH%E%TEM&%%%TZ?}%JH%#&%@E‘J (&=

BWEE]) (&)
21 RARBRIEBMBHREERN -—F
—BBER (&)

Rz SR E J%%W%ﬁ %
MIEHRWBEERY

22 CEMEMREROHTCETEBUBRS

b 3|

O LB A B B SRR B B0 RT AT G 4
5T B 76 4R S B AG B JEAG » M 9 7R A RO

REREERFRA

BRI EAETS (7)) REE
BEGTENER
(&5]) HEEE'
BRMBREEANE10%
REBEERE8H
(&5])

BEMBRELNES  2RIA

! R-Z—tF—A—- Bz ZRARNFEHRE

Ed

N

Ed

w

EHRETTERETR () - REFE

ZEERISIA-HMRRKE %%Wﬁﬁﬁﬁ
REENFIEEARE ZSHELNEE!

ERGEUE 120 (BFT) -RARBRERRE

RIELEHAEE

EATEERBELEMEREE NERE T HA
ZREMEAZR BRMARENAFEFENE

BTARBENREEHRAEEARK

HAETBREREL

REZBHERENT
REZFAEHERIE

R-Z-NF—A—-Ha 2 ZRABRNFERRE
REEE AR 2 RRABNFRERBEXR

2.

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

2.1

2.2

Adoption of revised HKFRSs - effective 1st
January, 2016 (continued)

The adoption of these revised HKFRSs has no
significant impact on the Group’s financial
statements.

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

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

Amendments to HKAS 7 Disclosure Initiative'

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses'

Amendments to Sale or Contribution of Assets

HKFRS 10 and HKAS 28 between an Investor and its

Associate or Joint Venture?

HKFRS 9 Financial Instruments?

! Effective for annual periods beginning on or after
1st January, 2017

2 Effective for annual periods beginning on or after
1st January, 2018
3 Effective for annual periods beginning on or after a

date to be determined

Amendments to HKAS 7 — Disclosure Initiative

The amendments introduce an additional disclosure
that will enable users of financial statements to
evaluate changes in liabilities arising from financing
activities.

Amendments to HKAS 12 - Recognition of
Deferred Tax Assets for Unrealised Losses

The amendments relate to the recognition of
deferred tax assets and clarify some of the
necessary considerations, including how to account
for deferred tax assets related to debt instruments
measured at fair value.

o7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZT—R"F+-A=+—HLEFE For the year ended 31st December, 2016
2.

RAMIT BB 2 BB BREER ([FBH
BwEEA]) (&)

2.2

B IR o R A RO AT, RT B R R
R (&)

ERPHREERFE10 HREBETERE285
(8R]) —REFRHEBE LA RAFSE QA ZBE
EHETREE

ZEEREFERMABREQNRHLALERAH
EIEIANBER B THERZ WEEEIZE -
ERSGHEN—EER AAERZBRARE
Bz BEXZERTBR-BEBZEE
AIEAR T HEREENAE AR B E QR
ZhemtER W m A -

ERMBREERESI-SRMIA

EEMBREEANESRSIESREED B NG
ENFRE BEBRAFAEEMENRK
MARMRSROEE TR (EBEIVRE) AR
HELRSRNANERAERINAE KK
BREASTEMNEB IR (AHRSWIFER
) RIEEA AR E - W BEREBERN
WENARHEMEBRENRERARLESE
BE ANGENRSRBEAIENERTA
A HEFF AR 2R E (HRAFERTA
Ht 2R )FE - BRI RIS HEREE
HAR SRR R R AFEF AR EE
Wt EXHFEEENRAT A -FTBEAM
BB EBRATRME R ER AR ([RAF
Bt ABm]FE-

HEMEREENFIRI IR A TFHERF AR
SNATREEMAFTNIEMBEREER
(BMRBE G EREIENEELBEEN)
RO —REFEHATE  UBREBRMF
AN i R E R R E IR RS

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 and HKAS 28 — Sale
or Contribution of Assets between an Investor
and its Associate or Joint Venture

The amendments clarify the extent of gains or
losses to be recognised when an entity sells or
contributes assets to its associate or joint venture.
When the transaction involves a business the gain
or loss is recognised in full, conversely when the
transaction involves assets that do not constitute a
business the gain or loss is recognised only to the
extent of the unrelated investors’ interests in the
joint venture or associate.

HKFRS 9 - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business
model whose objective is to hold assets in order to
collect contractual cash flows (the business model
test) and that have contractual terms that give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at fair value
through other comprehensive income (“FVTOCI") if
the objective of the entity’s business model is both
to hold and collect the contractual cash flows and
to sell the financial assets. Entities may make an
irrevocable election at initial recognition to measure
equity instruments that are not held for trading
at FVTOCI. All other debt and equity instruments
are measured at fair value through profit or loss
("FVTPL").

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at
FVTPL replacing the incurred loss model in HKAS 39
and new general hedge accounting requirements
to allow entities to better reflect their risk
management activities in financial statements.
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2.

RAMIT BB 2B RBUBREER ([FBH
BWEE]) (&)

2.2

B IR R A RO R], SR B R B R
R (&)

BRUBREENFIR-SWMIA (&)

ERMBHREEAFZIRERBEGTERNE
39SRIA M REMEER - DB R ERTE
BERATFEFABENPBAGRN ME
BEEERREHSIFNAFELD RN EM
E2EEERER RIFFELRBEARGHEAE
5 AVE RIS © UL SN - & 78 B 75 i & 2RI B OFR AR
BREBGFENEIGRRIEAMBEERA
EEE -

ALBIERTEZ SR EETEBUBRSE
ERMAIEE 2o RILEFEENERS IR
AREME]/RETRRUBREENTEY
AEBNPBEHRRELEATE -

BERETHEHERE

3.1

FATEEF 1A 2 AV BRERIIREBEEE
M AERM 2 EEBREEL (EAE
RBBRZEBMBRELER HEGFE
AR REZHHE) RBEBRREIIRE REa M
BRETBRABBIMzES EWAR ([ L
MARRD ] 2 BREERE -

B E I TS MR RA 2 EAG T HERM
T - BRARERBIN ZERRCRABLIF
FEMER -RAKEBITEEMBRESEALR
HUAREE 2 BB RERBK 2 FED R T2
WEE (A) -
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2, Adoption of New or Revised Hong Kong
Financial Reporting Standards (“"HKFRSs")
(continued)

2.2

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

HKFRS 9 - Financial Instruments (continued)

HKFRS 9 carries forward the recognition,
classification and measurement requirements
for financial liabilities from HKAS 39, except for
financial liabilities designated at FVTPL, where the
amount of change in fair value attributable to
change in credit risk of the liability is recognised
in other comprehensive income unless that would
create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS
39 for derecognition of financial assets and financial
liabilities.

The Group is in the process of making an
assessment of the potential impact of these new/
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.

3. Summary of Significant Accounting Policies

3.1

Basis of preparation

The consolidated financial statements on pages
47 to 139 have been prepared in accordance with
HKFRSs which collective term includes all applicable
HKFRSs, Hong Kong Accounting Standards and
Interpretations issued by the HKICPA and the Hong
Kong Companies Ordinance. The consolidated
financial statements also include the applicable
disclosure provisions 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.
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3. EXEFHREHSEE)

3.1

3.2

RELERE (F)

REPIERRTDRBELRAERE B

- DERAHEEMEEERRATET
EhalEaRRE s omIE &

- TAESRIA

BRATFEINR-GFEEERAT S BEANF

it o

BEIR RESAVBHRREARBE A
ARBR-BELEFGEAFDREEBHRTE
HRITEFTARM R HE MIEL - EERERE
REFEHNZEMT - S RERSREEHE X
RN 2 BMEIRNER A M BERRELEARR
K fb et 2 SEH A M 4Rt o

FERERERAHZEE

RAMBRERABEAKERESFT=2A
=t—AlkzMBEHE-

KRR B hI R T AR E 2 B
AGREMBHRE YEEHERIL AETH
MALEBHEAEMBHRR - REFABAHEH
ZMBAR HEARPBLERARFTHEFE
HEAMA L (EA) G RERA -

3. Summary of Significant Accounting Policies
(continued)

3.1

3.2

Basis of preparation (continued)

The consolidated 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
consolidated 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
consolidated financial statements, are described in
Note 4.

Basis of consolidation and business combination

The consolidated financial statements incorporate
the financial statements of the Group made up to
31st December, each year.

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

3.2

FERERERSHZERE(F)

BEEBEARRRMETR SR 2 ARBRS -
BREARERWS DR EREEMHERREE
HEEEARRMEEHEEEZARERE
BRGAAREERE AEETeUEHEE
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HE (MFBE) - UREREREERN 2 7R
R —B
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RIAEE (ERWRET)FEREE MEL
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BB E WEBNABREERARABETE
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BIHEARRRRERNAFEENFEY
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SRR FERE - WEAELENBERAT
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Summary of Significant Accounting Policies
(continued)

3.2

Basis of consolidation and business combination
(continued)

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 (@ 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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3. EXEFHREHEE)

3.2
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3. 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. ERGTHEME (&) 3. Summary of Significant Accounting Policies
(continued)
33 Ft B A 7] 33 Subsidiaries

34
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Subsidiaries are investees over which the Group
is able to exercise control. The Group controls
investees if all three of the following elements are
present: power over the investees, exposure, or
rights, to variable returns from the investees and
the ability to use its power to affect those variable
returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change
in any of these elements of control.

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 joint arrangements. 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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Associates (continued)

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

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

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

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

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

3.5

Joint ventures

A joint venture is an arrangement whereby
the Group or the Company and other parties
contractually agree to share control of the
arrangement, and have rights to the net assets of
the arrangement.

The results and assets and liabilities of joint ventures
are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in joint
ventures 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 joint ventures, less any identified impairment
loss. When the Group's share of losses of a joint
venture equals or exceeds its interest in that joint
venture (which includes any long-term interests
that, in substance, form part of the Group’s
net investment in the joint ventures), 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 joint venture.

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 joint venture 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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Summary of Significant Accounting Policies
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3.6

Joint ventures (continued)

At each reporting date the Group determines
whether there is any objective evidence that
the investments in joint ventures are impaired.
If such evidence is identified, 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.

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

Foreign currency translation

The consolidated 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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Summary of Significant Accounting Policies
(continued)

3.8

3.9

Borrowing costs (continued)

Borrowing costs are capitalised as part of the
cost of a qualifying asset when expenditure for
the asset is being incurred, borrowing costs are
being incurred and activities that are necessary to
prepare the asset for its intended use or sale are
being undertaken. Capitalisation of borrowing costs
ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use
or sale are complete.

Impairment of non-financial assets

Interests in subsidiaries, associates and joint
ventures are subject to impairment testing.

All non-financial assets are tested for impairment
whenever there are indications that the asset’s
carrying amount may not be recoverable.

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

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

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

3.9

3.10

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, associates
and joint ventures 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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Summary of Significant Accounting Policies

(continued)

3.10  Financial assets (continued)

0]

Financial assets at fair value through
profit or loss

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

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

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

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

0]

(i)

Financial assets (continued)

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 joint ventures, amount
due from an associate, security deposits
and cash and cash equivalents) 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:

(a)

Financial assets carried at amortised cost

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

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

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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Summary of Significant Accounting Policies
(continued)

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

(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.

(0) 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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Summary of Significant Accounting Policies
(continued)

3.10

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 consolidated 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 joint ventures, 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,

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

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

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

(@) the entity has a legally enforceable right to
set off current tax assets against current tax
liabilities; and
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Summary of Significant Accounting Policies
(continued)

3.12

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

(ii) 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.

Any transaction costs associated with the issuing of
shares are deducted from share capital (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)

3.15

3.16

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 and 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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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
recognised 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

3.17

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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Summary of Significant Accounting Policies
(continued)

3.17

Financial guarantees issued (continued)

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

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

Related parties
(a) 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 of 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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3. EXEFHHREHEE)

3.18
b (&)

(i)

(iii)

(iv)

(vi)

(vii)

(viii)
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3. Summary of Significant Accounting Policies

(continued)

3.18

Related parties (continued)

(b) (continued)

(ii)

(vi)

(vii)

(viii)

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

Both entities are joint ventures of
the same third party.

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

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

The entity is controlled or jointly
controlled by a person identified in

(a).

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).

the entity, or any member of a
group of which it is a part, provides
key management personnel
services to the Group or to the
parent of the Group.

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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3. EXAETHBEMEE) 3.

Summary of Significant Accounting Policies

3.19 o EHE

REBBUHRE LTSN D HEREER
TIARBERZRER SELE AMEEEWH
BERARTEEERRN -RITEFRALE
m M EETDEE D MEBEE - AEEIR
BEERBUEHREERFER D AR EPTRAH
STERREEF B GRS LB ®R A
RAE—B-

RMT B BRELNESHER  RIEBETHER
FTAEERTEENANLUBERARAEE
HITEFREAKREEXFAEAKNERD BT
EHRSHERNRE AEEFENEESRT
EREE—ARLEDH #H G250 a5

(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’

e performance, the Group has identified only
one operating segment, financial instrument
investments. Accordingly, segment disclosures are
not presented.

R est s KX E Critical Accounting Estimates and Judgements

hEt R A S TEETR G U RIBEBELBR LA M
A (BRENAEBBEATHERBRGEZRKREMF
BH)ER-

AEEB B RIED AT RER B MIEL 2 &5
AREBERZENNRHEBERGER TXFLEEX
R eE T @AM BRFENEERAGBRTERE
HEXABRZ ARG REXR:

MBEERABZATE

AFEZREFERARIOEEM S AMER ZRE-
ERZZFERZERT AFERBIEEMAER
BT FRAMEIMRKZEHEEELZRIRERE
ERRPERZEFZ THEEMLMARR - fbs (B
BfE TR K REFFIR - R R REERE
BAHEEL 28 FEMNE EEREBRTET
TRTAZATESEEERED-

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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4,

Critical Accounting Estimates and Judgements
(continued)

Impairment of amounts due from subsidiaries and an
associate

The Group’s management determines the need to make
allowance for impairment of amounts due from subsidiaries
and an associate. This estimate is based on the subsidiaries’
and an associate’s net asset values and operating results.
Management reassesses 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 associates

The Group’s management assesses impairment of interests
in 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 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

HKFRS 13 defines that an active market as one in
which transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing
information on an ongoing 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 the
consolidated financial statements.

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

2016 2015
—E-RE —ET—hEF
HK$'000 HK$'000
FHET FHET
Interest income from available-for-sale financial assets
A SR EE 2 S KA 12,554 11,167
Dividend income
fig S 4 A
— listed investments
—FmRE 5,021 21,760
Interest income from bank deposits
RITERFE WA 1,451 856
19,026 33,783
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6. Hih g8 58 6. Other Net Loss
2016 2015
ZE—RF —ET—hEF
HK$'000 HK$'000
FET FHET
Fair value loss on financial assets and liabilities at fair value through profit or loss (Note)
BRAVEIGREEBRERECMBEERBE L A FEEE (K1) (53,875) (71,078)
Exchange loss, net
b 5 18R 5 (16) (1,120)
Realised gain on redemption/disposal of available-for-sale financial assets
fEE, HER RSN EEE T # RS 955 3,547
Sundry income
FETEUA 4,746 743
(48,190) (67,908)
K BIEEE M ERIELETZIRAFESERAERBISERIE Note:  Including realised loss of HK$55,609,000 (2015: gain of
2 B8 B 2 BB 189 5 /55,609,000 7T (=& HK$414,000) and gain of HK$6,823,000 (2015: Nil) on
—RF W A414,000% 7T ) KU ES 456,823,000/8 7T disposal of listed and unlisted financial assets at fair value
ZTE—RFE) through profit or loss respectively.
7. B 7 B AR 7. Finance Costs
2016 2015
—E-REF —T—hF
HK$'000 HK$'000
FET FHT
Interest on bank borrowings wholly repayable within five years
BERAFREREE ZRITERFE - 13
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8. H:'.'E'%‘%‘ ATEE 8. Loss on Disposal of Joint Ventures
BE-_Z—XRFt+-A=1t—"HIFER KEEUES During the year ended 31st December, 2016, the Group
FXIE35,120,000/8 T H & & & 1A 7 2 5650% 1 i o & [ g disposed of its entire 50% interests in joint ventures
WaEERNRIRIE SRS HESE ARIEEA14,067,000/8 together with the amounts due from joint ventures for cash

JT° proceeds of HK$35,120,000, recording a loss on disposal of
joint ventures of approximately HK$14,067,000.

9. JZIRER N Fi=] 9. Loss before Income Tax
2016 2015
—E-KRF —E—RF
HK$'000 HK$'000
FTERT FHET
Loss before income tax is arrived at after charging/(crediting):
FTSATEIBE R, (5T A) THI81E:
Auditor’s remuneration
ZEEHE 270 262
Employee benefit expense (including Directors” emoluments (Note 14)) (Note 13)
REBNFEX (BEESME (Wit14) )(Hat13) 3,195 2,826
Management fee (Note 31)
ERBR (Mit31) 17,424 20,424
Impairment on amounts due from joint ventures
JEWE & R RIFUA Z 956 33,738
Total interest income derived from financial assets not at fair value through profit or loss
REFRATEIRRERSRER < MBEEZ AT B WA (14,005) (12,023)
Bta: THERHMKLSERFIZ20FEN 7 EERMNBES Note:  Administrative and other operating expenses consist
EREBERAREWNASEARIRIEL il mainly of employee benefit expense, management fee and
impairment on amounts due from joint ventures included
above.

10. FrEFHREX 10. Income Tax Expense
BE—Z—RFt-_A=1t—"HIEFEIBEFEFE No Hong Kong profits tax has been provided for the year
TR ETIR B R AN & (B I S (= FERR B i ) o ended 31st December, 2016 as the Group has no estimated

assessable profits.
HREBEE - E—hE+-_A=1+—HIEEAEERS No Hong Kong profits tax had been provided for the year
FRB AT EEE EEMEMNEAERETFHBA ended 31st December, 2015 as certain subsidiaries of the
BERHHRIBEEERSEE BERBEMGETERBEA & Group had no estimated assessable profits and certain
b £ 5E B VS R S R TR 4 o subsidiaries of the Group had sufficient tax losses brought

forward to set off the estimated assessable profits.
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FRg®ipx (&)

SEHRATHEZEAREAE 2 SFHBE 2 HERNAT

10.

Income Tax Expense (continued)

Reconciliation between income tax expense and accounting
loss at applicable tax rates is as follows:

2016 2015
—NE —ARF
HK$'000 HK$'000
FET FHET
Loss before income tax
FRiS B Al B 18 (73,588) (103,543)
Tax calculated at the applicable rate of 16.5% (2015: 16.5%)
REARE165% (ZF—AF:16.5% )t B 2 HIH (12,142) (17,084)
Tax effect of non-deductible expenses
AEHRFE S 2 BT E 3,879 19,458
Tax effect of non-taxable income
BERBBAZ RBZE (785) (5,069)
Tax effect of unused tax losses not recognised
AERZAEABHEEZ BT E 9,048 3,003
Utilisation of previously unrecognised tax losses
AL AER T BEE - (308)

Income tax expense

PS5 A S

R-ZE—XNE+ZA=+—8 KEEBARBABLKE
$849276,851,0007%8 7T ( == — AL 4F : £J220,896,000/%
TL) A REEEAZEBBZ AR AR REREEF
B RS o B RNESETEOR R AR IR A - B I SR B AR
ERBEBIEERECHIBEE - RIBBITRBEED - Z
EHBEBRTERER RENEEARERRELTHIE
afE-

As at 31st December, 2016, the Group has unused
tax losses of approximately HK$276,851,000 (2015:
approximately HK$220,896,000) 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.
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1. RE

Dividend recognised as distributions during the year:

REERERD IR B :

1.

Final dividend for 2015 paid of Nil (2015: for 2014 paid of HK1 cent) per share

ENZE-AF2APRERE(ZE—0F ENZE—HFZUEI) -

Dividend
2016 2015
—E-RF —E—ARF
HK$'000 HK$'000
FET FET
41,117

EXeRFRBHASANKE TREREEE_ZT
—RERZE-RAFT_RA=T—HLEEEEMRE-

12. FRAEEARGLEREE

BREAEEDIREARABAEABEEERY
73,565,000 7T ( —Z — 7 4 : #7103,989,0007% 7T ) &
REZEFHTERB 2 METH24,111,704,3200% (=
T—RF:4,111,704,3200%) 5t & -

BIF—Z—RFr-E-HF+-_A=+—HILFE"
HRAR A EEEFHEEAEERE HEHE TR
FR-IB-HAF+ A=+ HIFEZEREES
BRESNERERER-

13. EEREANHEX (BEESHE)

12.

13.

The Board proposes to preserve cash for investment
activities and does not recommend any dividend for the
years ended 31st December, 2016 and 2015.

Loss per Share Attributable to the Owners of
the Company

The calculation of basic loss per share is based on the loss
attributable to the owners of the Company of approximately
HK$73,565,000 (2015: approximately HK$103,989,000)
and on the weighted average number of 4,111,704,320
(2015: 4,111,704,320) ordinary shares in issue during the
year.

Diluted loss per share for the years ended 31st December,
2016 and 2015 is the same as the basic loss per share as the
Company had no dilutive potential ordinary shares during
the years ended 31st December, 2016 and 2015.

Employee Benefit Expense (including Directors’
Emoluments)

2016 2015
—EB-KF —ET-ARF
HK$°000 HK$'000
FET FH&T
Basic salaries

EX¥ ¢ 3,105 2,731

Contributions to defined contribution plan
TE R AT B ALK 90 95
3,195 2,826

91



92

SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

e PR R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016

EESHEREEBEFHALTHE

ESME

EfNRENEEZHMENT:

14.

Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments

14.1 Directors’ emoluments

The emoluments paid or payable to the Directors
were as follows:

Retirement
Salaries benefits
Directors’ and other scheme
fees benefits  contributions Total
FER RIRER
Ex4s HAti @A s e
HK$'000 HK$'000 HK$'000 HK$’000
THER FTEx FTiEx FTiEx
2016
—E-RF
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
PEMG(LE) 20 2,771 90 2,881
Mark Wong Tai Chun
IR# 20 - - 20
Non-Executive Director
FPITEE
Arthur George Dew
UGS 70 - - 70
Independent Non-Executive Directors
BUHNTEE
Albert Ho
fAl =k 120 - - 120
Peter Lee Yip Wah
TEE 26 - - 26
Louie Chun Kit
By S 70 - - 70
326 2,771 920 3,187

BEBEEITR _ZE—AFNAZHEREIARF
EE R E-RNERA-FTMBEAQRKE
(MRRDERRBFAG LHEEEEZZT
—AF T+ A=+ BLEFERNESHES
¥4 %98,000/8 7T °

Dr. Ambrose So Shu Fai retired as Director of the
Company on 2nd June, 2015. The shareholders
of the Company (the “Shareholders”) approved
his entitlement to receive a director’s fee of
approximately HK$8,000 for the year ended 31st
December, 2015 in the annual general meeting on
24th May, 2016.
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14. EEMERIEIZBREFMALIHE (&)

141 EEME (&)

14. Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments (continued)

14.1 Directors’ emoluments (continued)

Retirement
Salaries benefits
Directors’ and other scheme
fees benefits contributions Total
ek RIRER
EE X0k Hib1aH HEES k]
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
2015
—ZT-1fF
Executive Directors
HITEF
Warren Lee Wa Lun (Chairman)
TEG (LE) 20 2,391 95 2,506
Mark Wong Tai Chun
TARH 20 - - 20
Non-Executive Directors
HHITEE
Arthur George Dew
W% 70 - - 70
Peter Lee Yip Wah
TR 20 - - 20
Independent Non-Executive Directors
HUHRTEE
Ambrose So Shu Fai
B lg 20 - - 20
Albert Ho
fal R AR 120 - - 120
Louie Chun Kit
ECgs 70 - - 70
340 2,391 95 2,826

MNAFERNAL BT I RFHEEERNEXRE
MELMME -

142 LHEBRSHHMAL

AEEARBRIERSFMALRELIRES
(Z2—R%:1%) EHMetRRELLS
A e

KHE-B—AFR-F-AFT-A=+—BILE
R ARELRNEERBBFMALLAME - (F
BIASA AR R B 2 SRS RS

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

14.2  Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included five
(2015: five) Directors whose emoluments are
reflected in the analysis presented above.

During the years ended 31st December, 2016 and 2015,
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.
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15. RHEXRRE 15.  Investments in Subsidiaries
UTATERBRARR_ZE—XR"F+_A=+—82 Particulars of the principal subsidiaries at 31st December,
Ed=. 2016 are as follows:

Place of Place of Particulars of
Name of Companies incorporation operation  issued share capital Percentage of issued capital held by the Company ~ Principal activities
L i EBE  BRAREES RRAREZERARKAR IREH
Directly Indirectly
ER A%
2016 2015 2016 2015
Z§-AE C3-IF TE-AE C9EE
Capital Sharp Investment Limited Hong Kong HongKong  HK$2 divided into 100% 100% - - Investment holding
2 ordinary shares
ERREERAT BB i WA RIRERR REZR
CMS Investments Limited Hong Kong HongKong  HK$1 divided into 100% 100% - - Investment holding
1 ordinary share
BB B BIARIREER REZR
Doco Limited British Virgin Islands ~ Hong Kong 1 share issued for 100% 100% - - Investment holding
1 United States dollar
("Usp”)
EERAHS B 1R BEAIER RERR
The Hong Kong Equity Guarantee Hong Kong HongKong ~ HK$2 divided into 100% 100% - - Investment holding
Corporation Limited 2 ordinary shares
BB B WA RIRERR REZR
Long Rainbow Limited Hong Kong HongKong  HKS2 divided into 100% 100% - - Investment holding
2 ordinary shares
AHEERAT BB Bk WA RIREER REBR
Long Set Investments Limited Hong Kong HongKong  HKS2 divided into 100% 100% - - Investment holding
2 ordinary shares
PRRERRAA BB i WA RIRERR REZR
Charm Force Investment Limited Hong Kong HongKong  HK$18,155,000 divided into - - 571% 57%  Investment holding
18,155,000 ordinary shares
BRREERAT BB 3 18,155,000 T REZR
18,155,000%% & i
BEERE ERIWHZARFNBRAREAERZ A The above table lists the subsidiaries of the Company which,
FEEEAEEVENEREEFECEER D EF in the opinion of the Directors, principally affected the
25 JHEMHB AR FBHEERERBRITE - results for the year or formed a substantial portion of the

net assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars of
excessive length.
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16. REgNRER 16. Interests in Joint Ventures
N-_ZE—-—RE+-_B=+—H AL 8 AIEL Particulars of the joint ventures, all of which are unlisted,
TARIERLAMGMMzMEREERNAT: corporate entities whose quoted market price is not
available at 31st December, 2016 are as follows:
Equity interest
attributable to
Particulars of issued Place of Equity interest the owners
Name of joint ventures shares held Place of incorporation  operation Principal activities held by the Group of the Company
BEBEORG EARERA
RENRER Z#fE i E4550H IEEH KB RABE EiRAgR
2016 2015 2016 2015
ZE-AE ZE-nE ZBE-RE CZE-0F
SunCore Holdings Ltd 1 share of USD1 British Virgin Islands Hong Kong Investment holding (Note) - 50% - 50%
("SunCore”) 1 AEEIET EERAEER B RERR Wit)
Multi Major Investment 25,000 shares issued British Virgin Islands Hong Kong Investment holding - 50% - 50%
Corporation for USD50 each
25,0001 %17 EERAEER B AR
BER0ET
Ultimate Success Investment 25,000 shares issued British Virgin Islands Hong Kong Investment holding - 50% - 50%
Corporation for USD50 each
25,0001 #17E EERAEER B AR
BER0ET
et - SunCoreERENAEKREMS LS AEEEAH Note:  SunCore indirectly invests in Taiwan stock market,

N TIBIR A

o
)
I

N EEA

EUNCIDEIVS: o

SNBZRERRY AT _A=1t—H-

ERF AR A RS IRE

expanding the Group's exposure to other Asian market.

All joint ventures have a reporting date of 31st December.

All of the above joint ventures are accounted for using the
equity method in the consolidated financial statements.
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REELAER (&)

ES /.:\.%&TSunCoreﬁﬁi%ﬁﬁiﬁﬂ ERgTHEE
BEHAR THESVERREREZHER  HED
-

16.

Interests in Joint Ventures (continued)

Summarised financial information of SunCore, the material
joint venture, adjusted for any differences in accounting
policies, and reconciled to the carrying amount in the
consolidated financial statements, are disclosed below:

2016 2015
—E—XRE —HhF
HK$'000 HK$'000
FERT FHT
Gross amounts of SunCore's:
SunCore” #8758 :
Current assets
MEEE = 2,537
Non-current assets
ERBEE - 76,152
Current liabilities
mEAE - (151,452)
Capital deficiency
B EREEE - (72,763)
Included in the above assets and liabilities:
AR EBEERBE:
Cash and cash equivalents
ReRBREEED - 2,531
Current financial liabilities (excluding trade and other payables and provisions)
RBUBEE (TREESHREMEMNRREE) - (151,452)
2016 2015
—NE ZT—hF
HK$'000 HK$'000
FET FHET
Revenue
KA - 1,982
Loss from continuing operations
FECEEB BB (15,770) (67,159)
Other comprehensive expenses
HtzmEHA (85) (2,180)
Total comprehensive expenses
THERRE (15,855) (69,339)
Included in the above loss:
T ALA EEIE
Interest income
FEHBA = 3
Interest expense
MEFX (786) (2,418)
Income tax expense
FiSEi G 2 - -
Reconciled to the Group's interest in SunCore
ANEE B R SunCoref 25 2 ¥ 8R
Gross amounts of SunCore’s net liabilities
SunCoreZ /¥ & f& - (72,763)
Group's effective interest
REEZERERE - 50%
Group's share of SunCore’s net liabilities
REE S 15 SunCore? SF A fE - (36,382)

Carrying amount in the consolidated financial statements

RERE BB HRER ZREE
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Interests in Joint Ventures (continued)

Aggregate information of joint ventures that are not
individually material:

2016 2015
—REF —Z—-nF
HK$'000 HK$'000
FTERT FET
Aggregate carrying amount of individually immaterial joint ventures in the
consolidated financial statements
fERIFEERAERANGEE M B HmE  REEASR - -
Aggregate amounts of the Group’s share of those joint ventures:
REESEZAE R RERE:
Loss from continuing operations
FEEEEB BB - (540)
Other comprehensive income
Hh 2K e - 21
Total comprehensive expenses
2HE AR - (519)
REBEPR IIEREES(HEE R AEEB - KERZR The Group has discontinued recognition of its share of loss

AAREREEZAERREEBAREAZAERNT
HEARKEZEIERD - 0T

Unrecognised share of loss of joint ventures

AEREEAERAER

The unrecognised share of loss of joint ventures for the year
RERARERIELELEAREE
Cumulative unrecognised share of loss of joint ventures

R ARBEREEREARER

of joint ventures. The amounts of unrecognised share of loss
of that joint ventures, extracted from the relevant unaudited
management accounts of that joint ventures, both for the
year and cumulatively, are as follows:

2016 2015
—NE —T—hF
HK$'000 HK$'000
FHxT F#ET
(8,885) (37,262)
(51,306) (42,421)

AEBEVEELEEKRERE
BESEMAYE-

BRAIABZEMRA

The Group has not incurred any contingent liabilities or
other commitments relating to its investments in joint
ventures.
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17. REELTER B —BEEATFE 17.  Interests in Associates/Amount due from an
Associate
2016 2015
—E—RE —E—hF
HK$'000 HK$'000
FET FAT
Share of net assets
SMEEEFE 5,583 6,014
Goodwill
B 50,852 50,852
56,435 56,866
Less: Impairment loss
A FERRE 18 (52,555) (52,555)
3,880 4,311

Amount due from an associate (Note)

el — 2 AR I8 (K1) 8,609 8,569

12,489 12,880

Kzt REW—EBEAFTREAERR @A NERBEA Note:  The amount due from an associate was unsecured, interest

RIEEEREEE- free and repayable upon resolution of directors of that
associate.
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NETZA=+—HILSE For the year ended 31st December, 2016

R A RER B —EBE QAR

RFETZA=+t—HB FMEBERR AL
BREMGMBzMEREERMT

Particulars of Place of Place of
Name of associates issued shares held incorporation operation
BHEEBETRG
BELNRER 2Rt i E E
Oriental Cashmere 2,000 ordinary shares British Virgin Islands ~ Hong Kong
Limited of USD1 each
2000 E B HEREHE  BE
BREEIZT
Learning Ark Holdings 3,513,600 ordinary shares British Virgin Islands ~ People’s Republic
Limited of USD0.0001 each of China, except
Hong Kong
(the "PRC")
3,513,600 RE B ZERLHE  PEARANE
BREE01XT AR
(%))
Purple Link Investment  HK$5 divided into Hong Kong Hong Kong
Limited 5 ordinary shares
SERERRAR  SETORSRE BE BE

I8 (42 ) 17.

F K
2016 ANNUAL REPORT

Interests in Associates/Amount due from an
Associate (continued)

Particulars of the associates, all of which are unlisted,
corporate entities whose quoted market price is not

available at 31st December, 2016 are as follows:

Equity interest

attributable to
Equity interest the owners
Principal activities held by the Group of the Company
ERAEEA
IEEH rEEfR RAER BiER&EE
2016 2015 2016 2015
ZB-RF _T-1F ZB-R’f ZT-1f
Manufacturing and traing 25% 25% 25% 25%
of cashmere products
THEREERES
Provision of online 21% 21% 12% 12%
education services
REESYERE
Investment in properties 25% 25% 25% 25%
RERNDZ

BBERRZBEARS AT A=1t—HR A} E
GE=P N NI

AL BB E QBT A RDERT ARA T ISHREK

All associates have a reporting date of 31st December and
are not individually material associate.

All of the above associates are accounted for using the
equity method in the consolidated financial statements.
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17. RBELRER R -MBEQIRRE(F)

FEME RN E AR & R R 2 BFARE :

Aggregate carrying amount of individually immaterial associates in the

consolidated financial statements

ERIZEE R ZE R AN E M IBEMR ZREELRE

Aggregate amounts of the Group's share of those associates:

REBDHZH L RREER:
(Loss)/profit from continuing operations
HBREEB 2 (B18R), 875
Other comprehensive expenses
Hih2HEE A

Total comprehensive (expenses)/income

2 (EBR) WaSEHE

Interests in Associates/Amount due from an
Associate (continued)

Aggregate information of associates that are not individually
material:

2016 2015
—RE —E—RF
HK$'000 HK$'000
FET F#ET
3,880 4,311
9) 1,825
(253) (187)
(262) 1,638

REBERIEREES (G —EBHERAEE  KF
R E AR EAZE A QR EIEE ARG A% 2
NRABEREEZEERRE WO

Unrecognised share of loss of an associate

REER G — B EQRER

The unrecognised share of loss of an associate for the year
REEARMERIEMN — AL R EEE
Cumulative unrecognised share of loss of an associate

RETARBRAE G —HBZEARER

The Group has discontinued recognition of its share of loss
of an associate. The amounts of unrecognised share of loss
of that associate extracted from the relevant unaudited
management accounts of that associate, both for the year
and cumulatively, are as follows:

2016 2015
—RE —E—AF
HK$'000 HK$'000
FHxT F#T
= (8,525)
(33,974) (33,974)

REBIUEmESL BEREREERR BB ZEMHR
BESEMAYE-

The Group has not incurred any contingent liabilities or
other commitments relating to its investments in associates.
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HEZZ—R"F+ZA=+—HLL5E For the year ended 31st December, 2016
18. OHHENMBEE Available-for-sale Financial Assets
2016 2015
—EB-KF —T—A1F
HK$'000 HK$'000
FHERT FHET
Non-current
JERED
Hong Kong listed debt securities (Note 34.7(b))
BB L TERES (Hit34.7(b)) 139,979 17,425
Unlisted debt securities (Note 34.7(b))
SEETEBES (Mi334.7(0b)) 92,297 -
Unlisted equity securities (Note 34.7(b))
I EMARARE S (H77734.7(b)) 91,832 80,687
Unlisted equity securities, at cost
FELETMRAFES - 1RAA 61,242 62,008
385,350 160,120
Current
M ED
Unlisted debt securities (Note 34.7(b))
ELEMEBES (M5F34.7(6)) = 49,158
Total
M 385,350 209,278

ZEEFS (RIERAZ I ETRAZFIN 2 AFER
B34 7 2 FtE -

A HERBEEN TGS E:

Fair values for these securities, other than the unlisted equity
securities stated at cost, have been measured as described in
Note 34.7.

Available-for-sale financial assets are denominated in the
following currencies:

2016 2015
—E-RF —ZE—AF
HK$'000 HK$'000
FBT FHET
usb
ETT 291,761 158,512
HK$
BT 92,297 49,158
Renminbi (“RMB")
AR 1,292 1,608
385,350 209,278

W EM B EERERT S RERREERR MR -

These financial assets are subject to financial risk exposure in
terms of price and currency risks.
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19. HMEWRKRANSKIE 19.  Other Receivables and Prepayment
2016 2015
— NI —RF
HK$'000 HK$'000
FET FET
Other receivables
HAth FE UK 4 25,360
Prepayment
TEf IR 439 449
443 25,809
200 FBWREEQRFE 20. Amounts due from Joint Ventures

B

5

BB L RAFAREER 2ERANBREER -

EU A& RRIFRIBZ FEaED:

The amounts due from joint ventures were unsecured,
interest free and repayable on demand.

Movement in impairment loss on amounts due from joint
ventures:

2016 2015
ZE—RF —hF
HK$'000 HK$'000
THET FHT
Balance at beginning of year
FHERER 38,924 5,186
Impairment loss recognised
EHER 2 FEa 956 33,738
Disposal of amounts due from joint ventures
HERKSERFHEA (39,880) -
Balance at end of year
FRHTE - 38,924
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2. RAFEIRREEZREECHMBEE 21.  Financial Assets at Fair Value Through Profit or
Loss
2016 2015
—EB-RE —E-hF
HK$'000 HK$'000
FTHERT FET
Equity securities held for trading
BHEFEE ZRAE S
— Listed in Hong Kong
—&HELEm 511,113 619,164
— Listed outside Hong Kong
— BB T 37,475 52,526
Market value of listed securities
IR sEzmE 548,588 671,690
Derivative financial instruments
MESRITA
— Equity forward contract
—BREEHELD 2,343 -
— Warrants listed outside Hong Kong
— BB E T RIRREE 676 692
551,607 672,382

AT FRR R AE 1B 38 AR B IE 2 B IS A B A T S
SHE:

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

2016 2015
—B-AF —T-RF
HK$'000 HK$'000
FHET FHET
HK$
B TT 513,456 619,164
New Taiwan dollars (“NTD")
A 3,228 17,566
usbD
ET 12,905 11,231
Malaysian ringgit (“MYR")
SRR ERE ([FHK]) 15,307 18,205
Japanese yen ("JP¥")
H 6,035 5,524
Singapore dollars (“SGD")
AN T 676 692
551,607 672,382

LB EESBRIIEEE -

The above financial assets are classified as held for trading.
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2. BRAVEVEREEZRREEBEEE ()  21.  Financial Assets at Fair Value Through Profit or
Loss (continued)
ZETHRE 2 ATFECEWE347F 5= Fair values for these instruments have been measured as
described in Note 34.7.
FRARFESFEEAT S RER R EE R 2 SRR - Listed equity securities are subject to financial risk exposure
in terms of price and currency risks.
ERAFEHF 2 AFEDI2EFERTISNERER 28 Fair values of the listed equity securities have been
R EETE - determined by reference to their quoted bid prices at the
reporting date in an active market.
22. RERFTS 22.  Security Deposits
RIE—RF+_A=+—"H EXFRIJFLEER As at 31st December, 2016, no security deposits (2015:
—fHemiEE EARERERHED (MF26.1) 4 approximately HK$6,290,000) were placed at a financial
B27HA(ZZF—HRF 496,290,000/ ) © institution to secure settlement of the equity forward
contracts (Note 26.1).
23. HeRESEEY 23.  Cash and Cash Equivalents
2016 2015
—B-AF —E—-nF
HK$'000 HK$'000
FTERT FHET
Cash on hand and at banks and other financial institutions
FHERe MRITEE M REETR 5,378 96,607
Short-term time deposits
72 HAE B TF K 239,844 217,302
Cash and cash equivalents
ReMBEEEEDY 245,222 313,909
BENAEB 2R NASEBMZETEFUATS Bank balances, included in cash and cash equivalents of the
BHEE: Group, are denominated in the following currencies:
2016 2015
—B—AF —E-RF
HK$'000 HK$'000
THET FHET
usb
e 6,318 220
SGD
N T 1,758 1,801
RMB
AR 9 9
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2. HtEARRETER 24.  Other Payables and Accrued Expenses
2016 2015
—E-RF —E—RF
HK$'000 HK$'000
FHET FHET
Other payables and accrued expenses
Hh R e E 23,753 1,337
2B AEH B AEE RARE 2 E A FERS K All amounts are short term and hence the carrying amounts
NEERZ RmMERAFEES - of the Group’s and the Company's other payables and

accrued expenses are considered to be a reasonable
approximation of fair value.

25. X—HEZMEAR —BERARRE 25.  Amounts due to a Fellow Subsidiary/a Holding
Company
R—FEREH B AR & — LR A a FE A EE T - The amounts due to a fellow subsidiary and a holding
R B RBNREREER - company were unsecured, interest free and repayable on
demand.
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26.

BAVEIRRETEASREECHMEEE

26.

Financial Liabilities at Fair Value Through Profit
or Loss

2016 2015
—E-KEF —ET—hEF
HK$'000 HK$'000
FET FHET
Derivative financial instruments
MEERBTA
— Call options embedded in bonds and notes (Note 34.7(b))
—BRABFRRBEZ TR ELBE (#i234.70)) 10,454 2,139
— Equity forward contracts (Notes 26.1 and 34.7(b))
—REEAK (Wit26.1534.7(b)) - 6,823
10,454 8,962

e DR R AR R IR 2 1 5 8 (DA T 31 %
it

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

2016 2015
—E—XREF —ZT—RF
HK$'000 HK$'000
FET FET
usD
ETT 84 981
HK$
BT 10,370 7,981
10,454 8,962

261 BRERHBEH

BHE_Z—R"E+_A=+—HBILFR FAQ
F{E U 25 476,823,000 L (ZZE—HF : §518
#96,325,000/87T) E R B R

A BTASBRARKIFEE RSB TATHEE
1877 H 2 81 5 LR

26.1  Equity forward contracts

During the year ended 31st December, 2016, net
fair value gain of approximately HK$6,823,000
(2015: loss approximately HK$6,325,000) has been
recognised in profit or loss.

The above financial instruments are classified as held for
trading. These financial instruments were subject to financial
risk exposure in terms of price risk.
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27. B 27.  Share Capital
EEEAT Group and Company
2016 2015
—E—XE TR
Number of Number of
shares HK$'000 shares HK$'000
R EE FET & & B FHET
Ordinary shares, issued and fully paid:
TR 2 BTRERE
At 1st January and at 31st December
R—A—BRR+ZA=+—H 4,111,704,320 918,978 4,111,704,320 918,978
28. fRfE 28.  Reserves
&5 Group

AEBEZREFBERAEARAFERBEFE2EHE
MARREMBERRESIAEFE2AZGARRE
E I

BRBAREE

RAE Bl 2 B BED| ROER - N 5% E B & 1 B FTIE Sl
—RPRER2HOENEEREZBIRGIER 2 &
wEE-

REBMRHE

REBMRBHRETHEEMBEEEZATEED

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 51 to
52 of the consolidated financial statements.

Capital contribution reserve

Pursuant to the relevant laws and regulations in 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. fR#E (&) 28.  Reserves (continued)
NG Company
Retained Dividend
earnings reserve Total
REEF R E A HE
HK$'000 HK$'000 HK$'000
FET TET FHET
At 1st January, 2015
R-_ZE-—hFE—-—H—-BFEHE 368,104 41,117 409,221
Loss and total comprehensive expenses for the year
AEEBEREITEERRSE (58,723) - (58,723)
Dividend paid
B E - (41,117) (41,117)
At 31st December, 2015 and 1st January, 2016
RZE—RAF+—A=+—HK
—E-RE-HA—R&EE 309,381 - 309,381
Loss and total comprehensive expenses for the year
AEREBERENEEERER (108,324) - (108,324)
At 31st December, 2016
RZFE—XE+_A=+—HKHE 201,057 - 201,057
R-FE—RF+_A=+—8 ARQFRAHEHIETE The Company’s reserves available for distribution to the
NAEVEA A Z R LA201,057,0008 0 (ZE— R 4F: owners of the Company as at 31st December, 2016 are
REBEF MK EFEES 309,381,000 70 ) MIRE & represented by retained earnings of HK$201,057,000
FIZ275 e (2015: retained earnings and dividend reserve totalling
HK$309,381,000).
29. XRAFBEEAEBLEEREEZEE 29. Net Asset Value per Share Attributable to the

BREEFENREARREAS ARIGLGREEETE
#91,154,280,000 7t ( —Z — FL4F : #91,228,925,000
BIT)RR-E—XE+-A=+—HA 7B BTELERK
4,111,704,3200 (== — R :4,111,704,320/% ) 57
go

Owners of the Company

The calculation of the net asset value per share is based on
the consolidated net assets attributable to the owners of
the Company of approximately HK$1,154,280,000 (2015:
approximately HK$1,228,925,000) and 4,111,704,320
(2015: 4,111,704,320) ordinary shares in issue as at 31st
December, 2016.
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30.

31.

—~F+ZA=+—HILLEE For the year ended 31st December, 2016
MBERERN
RZE—RF+ZA=+—8 RRFASBEEE

HER UHE—E2ENBERARERESBEIES
40,000,0005% 7T (:f ﬁi : 140,000,000/ 7T ) 2 &t

B R E-—RFERT-RFT+-_A=1t—H &
HARE-
HEREALTZRS

BRR AP MR EM D AREN ARERBE_F
—ARET A=+ -HIETZEREFHEEALZ

Ry (REETHRRA - B Tl () IERA T IR
BREZHMOROEBRERRZBEZS) T

30.

31.

F K
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Financial Guarantee Contracts

As at 31st December, 2016, the Company has executed
guarantee to financial institutions to secure the facilities
available to a wholly-owned subsidiary in the amount not
exceeding HK$40.0 million (2015: HK$140.0 million). No
facilities were utilised as at 31st December, 2016 and 2015.

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,
2016, 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)

2016 2015
— "I —hF
HK$'000 HK$'000
FET FET
Yu Ming Investment Management Limited (“YMIM")
BREEETEBRAR ([RBHREER])
Management fee
ERER 17,424 20,424
R-E—RAF+—AZTH ARAHEBHE On 20th November, 2015, an investment
BEEIIV—HEREEERSE ([REETER management agreement (the “Investment
Z]) YR —_E—RE+_A-_t+HhBEES Management Agreement”) was entered into by

RE#ME-RIBEREETENS SHIREERE
BEBNEFCHRTAEBZAEERE %
R ZT—R"F— A —HE-ZT— A¢+*H
T+ —H-ZHRRNEEENZTEMRSE 5B
KRATHEB A ZRNEBEIEE ﬁiﬁﬁw%ZE
TEB(W2E8FRNEZBARE B 2ZAR
%$@ﬁ%ﬁAZE%EZ$%Iﬁé£§@
Bz FHEAERRETHREIN)  RIES
REBE+ -_BF=+—BI&FRBARD ﬂ%
BEAZAREBEEZGAEEFEBHAR
#%%&éﬁﬁ;ﬁ@%%%z é%ﬁiﬁ
FHRAMRBARRELS A ZANE B KEEIZL
éﬁé%@%%Zm%Z@@%%o

the Company and YMIM, which was approved by
the independent Shareholders on 29th December,
2015. Under the Investment Management
Agreement, YMIM agreed to assist the Board with
the day-to-day management of the Group from 1st
January, 2016 to 31st December, 2018. 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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31.

NE+ZA=+—HLE For the year ended 31st December, 2016
HEBEALTZRE (&)
() (&)

RZE—RF+ZA=+—H ()\BHBEEE

IEHZIS FlzIEZRRBAEE HEEEM
AR (BAEEEFE7497% (T —HF:
74.97%)21S R MR )  (NNEREFERR
RERBEEEZ ARESE: Ri)FEMREE
RARBIRBHREER 2 AREE-

REBHARBEEETREZHASTEMH Wik
BR—ANALEF=ZARBRIUZEREEER
EHERRRNETEYHAERRERATZ
40% AFEEBEREREERERAI S8
#91,392,000/ 7T (= F — A F : #9827,000/%
TT) °

FR- %ﬁ%&ﬁ%ﬁﬁ@@ﬂw%%g&ﬁ
REDMEBETZEFRHUBAESERL
52,000 7t (=& — A 4 : £9100,000/ 7T+ &
B-ZE-RF-B—HBE-_ZT—AF<A-H
HAf 2 B AR WA S BB 479,000 T) °
NBERERBR-_E—RAF—A—RAE=Z
—ﬁiﬁﬁ:ﬁ%%é%lZWF“ﬂ&&%
R EREK AR A SE ZBE QT

FRAEEEAHR—ER RN B RRTET
2= AR #) 431,078,000 7T (—E—HF
) - RNZE—R"F+ZA=1+—H ZEEZ
BRI FE X A30,987,0008 T (R—ZE—HF
+ZA=+—H: &) - FREERZFEIWA
857,000 L (ZE—HF: &) °

AEEZIREERBEEFERE -TBE
BB e IR 14

31.

Related Party Transactions (continued)

(a)

(continued)

As at 31st December, 2016, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
a substantial shareholder of the Company holding
74.97% (2015: 74.97%) 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%
equipment expenses in accordance with the

of its office and

investment management agreement dated 5th
March, 1997. The reimbursement for the year
payable to YMIM was approximately HK$ 1,392,000
(2015: approximately HK$827,000).

During the year, commission expenses of
approximately HK$52,000 (2015: approximately
HK$100,000, including commission expenses for
period from 1st January, 2015 to 2nd June, 2015
of approximately HK$79,000) were charged by Sun
Hung Kai Investment Services Limited (“SHKIS") for
securities transactions entered into. SHKIS was a
subsidiary of AGL for period from 1st January, 2015
to 2nd June, 2015 and became an associate of AGL
afterward.

During the year, the Group acquired notes, issued
by a fellow subsidiary at cost of approximately
HK$31,078,000 (2015: Nil).
value of the notes as at 31st December, 2016
was approximately HK$30,987,000 (as at 31st
December, 2015: Nil). Interest income HK$857,000
(2015: Nil) was recognised during the year.

The net carrying

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. ZAATHEMRRE

32. Statement of Financial Position of the Company

2016 2015
—E-RF —ZT—HF
Notes HK$'000 HK$'000
Bt FHET FHT
ASSETS AND LIABILITIES
EERAE
Non-current assets
FRBEE
Investments in subsidiaries
KB ARIE - -
Current assets
REBEE
Trade and other receivables and prepayment
B 5 I E e U R K FB A SR IE 439 449
Amounts due from subsidiaries
JE U BT B 1 R 3B 1,109,639 1,185,625
Cash and cash equivalents
RERBREEED 17,031 48,760
1,127,109 1,234,834
Current liabilities
REBAE
Other payables and accrued expenses
H b B R & FERHE A 1,268 944
Amounts due to subsidiaries
R B A B FE 96 112
Amount due to a holding company
R—FEER A B RIE 317 328
Amount due to a fellow subsidiary
R — el [R) Z Bt 88 B RKIE 5,393 5,091
7,074 6,475
Net current assets
RBEERE 1,120,035 1,228,359
Total assets less current liabilities
EESRERABERE 1,120,035 1,228,359
EQUITY
xR
Share capital
A& A 27 918,978 918,978
Reserves
s 28 201,057 309,381
Total equity
P %E 1,120,035 1,228,359

ARRPBRARREETEN _FT—EF=A+A
HERRETELHTIEETRKRES:

Warren Lee Wa Lun
TEMm
Chairman

e

The statement of financial position of the Company was

approved and authorised for issue by the Board on 16th

March, 2017 and are signed on its behalf by:

Mark Wong Tai Chun
IKR$#

Director

EZE
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33.

TARERE

REER_ZE-—RET_A=+T—BARBERENE
EEMSBTAKREZFBNT:

Number of

shares held by

Name of investment the Group

A5E

R&LE fis ki #E

() Mulpha SPV 2019 Bond Not applicable

Mulpha SPV 2019 % TER

(i) Grand Ming Group Holdings Limited 20,391,585

("Grand Ming")

EREERRARLR (£5))

(i) Chief Key 2018 Bond Not applicable

Chief Key 2018 (&% TER

(vii)

(vif

Anhui Conch Cement Company Limited - H Shares 2,640,000
("Anhui Conch”)

ZHERKERNERAR-H R

(IHEg)

China Life Insurance Company Limited - H Shares 2,500,000
("China Life")

PEASRBRABRAA-H K

((REAZ])

HSBC Holdings plc (“HSBC") 690,000
E2BRERAF (TEE])

Times Property Holdings Limited (“Times Property”) 8,700,000
BROERRERAR ([HRHE])

Orient Overseas (International) Limited 1,000,000
(“Orient Overseas”)

s (BR)ARAF ([R7EI)

Sub-participation in Kovan Limited ("Kovan") Not applicable
Kovan Limited.2 ' B2 (TKovan ]) TER
Sun Hung Kai & Co. (BVI) 2021 Bond Not applicable
Sun Hung Kai & Co. (BVI) 20218 % TER

Effective
shareholding
interest

RHRHkE

Not applicable
TER

3.16%

Not applicable
TER

0.05%

0.01%

Less than 0.01%
HiR0.01%

0.50%

0.16%

Not applicable
TER

Not applicable
TER

33. Top Ten Investments

Particulars of top ten investments of the Group as at 31st
December, 2016, in terms of carrying value of the respective
investments, are set out as follows:

Carrying Market value/ Dividend
hook cost up to fair value as at received/
31st December, 31st December, receivable Classification
2016 2016 during the year of financial assets

BE-E-5% RZB-~%
tzB=t-B  tzA=t-8 EREYR/

ZEEAE  ZiE/ATE BUkE  HBEEEA
HKS'000 HKS'000 HKS'000
TR Tén TEn
100,978 100,625 - AFS (Note 7)/OEB (Note 3)

AFS (f7i—) (OB (H1# =)
13,938 90,743 1563 FVIPL(Mote )

RTPL(fi2=)

81,854 81928 — AR Note 1)/OFB (ot 3)
AFS (=) 1088 (M2 =)
58,389 55,572 18 FIPLote )
FVTPL (#i =)
18382 50,500 —-  PIPLMre2)

RTPL(fi2=)

41,455 0918 - PIPLMre2)
FVTPL (#i =)
28522 3973 - PIPLMre2)
FVTPL (#i =)
29,855 32,050 - WLl
WL (=)
31,010 31,000 - Aot )
AFS (A=)
31,078 30,987 - Aot )
AFS (A=)

HiF—: AFS-AftHE

BtiF=": FVTPL - IR AFEYIRRIEBEIRER

WiF=:

REBRBREREMBAR

OEB - MABEH LRz D BRI AFEIE

Note 1:  AFS — Available-for-sale
Note 2: FVTPL - Fair value through profit or loss
Note 3: OEB — The options embedded in bonds and notes are

classified as financial liabilities at fair value through profit
or loss
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33. TAEBRE(E) 33.  Top Ten Investments (continued)
Carying Market value/ Dividend
Number of Effective book cost up to fair value as at received/
shares held by shareholding 31st December, 31t December, receivable  Classification
Name of investment the Group interest 215 2015 during the year  of financial assets
HECZ-1f WZE-1E
\ 548 tZB=1-R  A=t-B  EARM/
RAAR i RS R ERRE JEERE  JTE/ATE EhRE  HBEEES
HK$'000 HK$'000 HK$000
Tin Fitn TEn
() Grand Ming 20,318,078 346% 15271 100,574 1,444 FVTPL (Note 2)
{8 ATRL(A73E=)
(i) China Life 3,650,000 0.05% 104127 91,068 - FIPLNote 2)
hEAS RIPL(fi=)
(i) Ping An Insurance (Group) Company of 1,600,000 0.02% 70,640 68,300 916 FVIPL(Mote 2)
China, Ltd - H Shares
HETZRBREERDERAR - ik IPL (=)
(i) China Construction Bank Corporation - H Shares 12,400,000 0.01% 69,407 65,596 3,153 FVTPL (Note 2)
hERFRTROERRT -HR IPL (=)
(v)  Chief Key 2016 Bond Not applicable Not applicable 48,000 48,000 - AFS{Note 1)/OEB (Note 3)
Chief Key 2016 &5 TEE TEH AFS (HiE=) 1088 (A=)
(vi)  China State Construction International 3,290,000 0.08% 38439 415 369 FVIPLMbre2)
Holdings Limited
HEREERERERAA AIPL(Hi3E=)
(vil) - National Agricultural Holdings Limited 11,000,000 0.52% 31,079 36,740 - FVIPL (Note 2)
BRARERAA IPL (=)
(vii))  Sun Hung Kai Properties Limited 380,000 0.01% 36,638 35,587 - RPLNote 2)
MEEHEERERLA IPL (=)
(i) Springs China Opportunities Feeder Fund Not applicable Not applicable 7,800 31,945 - AS(Note 1)
R NER AFS (#iiE—=)
(X} CVC Capital Partners Asia IV Associate LP. Not applicable Not applicable 31,044 31,004 - AS{Note 1)
Nak TER AFS (fiit—)
Wish—: AFS— At E Note 1:  AFS — Available-for-sale
Hier—: FVTPL - 1R A T(EF|6E RITIE5ERIE Note 2. FVTPL — Fair value through profit or loss
W= OFB - AEA R4 > ik E AR A T @5 Note 3: OEB - The options embedded in bonds and notes are
o &EE*%%@ZW%E}E a h classified as financial liabilities at fair value through profit
— . - or loss
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33.

TRERE (&)

@

(i)

Mulpha SPV Limited ([ Mulpha |)

Mulphapd 55 2R 78 g5 s it A 32 - & Mulpha
International Bhd. ([Mulpha Int'l |) 2 2 & K B
A @] o Mulpha Int'IF 5 R Fa e s it A Sz - H ARt
RERATEARGMERAREEMS LT
(P51 03905) = Mulpha Int'| & E KB A 7
FERERAED M MBRMNEEYEERN
WEEWMEREMEARTREEERILE -

HIE—ZT—AF+_A=+—BLIBFE"
Mulpha Int'#E B AEEREBIZEE T A
16,800,00055 ¥ - G R AR F| H0.63F (L - 7
—ZT—XE+=-H=+—8 Mulpha Int'#H A
B R EBZER A = 52,977,600,0005 # o

EL

ERRASEEEMAY  EROREBHR
FrEfr i (B K5% - 01271) - AN E B
NRETERERENEBEFROMERE R EE
EUA

HIE—ZT—XR"FAA=ZTHINEAR FHE
B AL R FEZERE 5 T A125,500,0007%
T BIREREF A0.208 T NZE—REN
A=+H EB#HEABEREEZEE R
732,574,400,0007% JT

33.

Top Ten Investments (continued)

0]

(i)

Mulpha SPV Limited (“Mulpha”)

Mulpha was incorporated in the Malaysia,
which is a wholly-owned subsidiary of Mulpha
International Bhd. (“Mulpha Int'l”). Mulpha Int’l
was incorporated in the Malaysia and its shares
are listed on the main market of Bursa Malaysia
Securities Berhad (stock code: 03905). Mulpha
Int'l and its subsidiaries are principally engaged
in property development and investment,
infrastructure and civil construction with
operations and investments in Malaysia, Vietnam
and Australia.

For the financial year ended 31st December,
2016, the unaudited consolidated profit
attributable to owners of Mulpha Int'l was
MYR16.8 million with basic earnings per share
of MYRO0.63 sen. As at 31st December, 2016,
its unaudited consolidated equity attributable to
owners of Mulpha Int'l was MYR2,977.6 million.

Grand Ming

Grand Ming was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock
code: 01271). Grand Ming and its subsidiaries are
principally engaged in the business of data centre
premises leasing and construction in Hong Kong.

For the six months ended 30th September, 2016,
the unaudited consolidated profit attributable
to owners of Grand Ming was HK$125.5 million
with basic earnings per share of HK$0.20. As at
30th September, 2016, its unaudited consolidated
equity attributable to owners of Grand Ming was
HK$2,574.4 million.
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TARRE (&)

(iii)

(iv)

Chief Key Limited ([ Chief Key 1)

Chief KeyRN kBB ZESEMA - BIFIEE
MBRRR ([IERE]) 22EMB AR - IEER
FEBHEFMKRT ERMDREBHZAMEIR
£ (B R5% : 00936) © BEFE R H I E A FE
ENEEERERRRET HEREEMA
MR R SIS IE RIRE R -

HIE—ZT—R"FENA=ZTHINEA B2E
B AEIEREFIZERE E518 /425,800,000 7T -
BREAREEBAE3208L-R=_F— X XFXA
=+ H BEEEABGERECEREEERA
120,100,000 7T ©

ZHREE

ZEVBBRI R B ML - ERR BB R PR
FRET (BRGASR : 00914)  ZHUGIR R E KT
BAREEREFEEMBEERH RKORE Mo

HIEZT—A"FALA=+HIENER ZHRTR
A AR REEZER S 5 F) 55,968,400,000
ARE - BRERBTRBIIBARE - RZZE
—RNFNLA=Z+TH TREREBABERE
FEAZ4R AL A73,893,800,000 A R#E ©

33.
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Top Ten Investments (continued)

(iii)

(iv)

Chief Key Limited (“Chief Key”)

Chief Key was incorporated in the British Virgin
Islands, which is a wholly subsidiary of Eagle Legend
Asia Limited (“Eagle Legend”). Eagle Legend 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 Legend
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.

For the six months ended 30th June, 2016, the
unaudited consolidated loss attributable to owners
of Eagle Legend was HK$25.8 million with basic
loss per share of HK3.20 cent. As at 30th June,
2016, its unaudited consolidated equity attributable
to owners of Eagle Legend was HK$120.1 million.

Anhui Conch

Anhui Conch was incorporated in the PRC and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 00914). Anhui
Conch and its subsidiaries are principally engaged
in manufacturing and sale of clinkers and cement
products.

For the nine months ended 30th September, 2016,
the unaudited consolidated profit attributable to
owners of Anhui Conch was RMB5,968.4 million
with basic earnings per share of RMB1.13. As at
30th September, 2016, its unaudited consolidated
equity attributable to owners of Anhui Conch was
RMB73,893.8 million.
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33.

TRERE (&)
v) HEIAS

(vi)

PEASRPEEMAL  EROREBBR
PREMR BT (A LS% - 02628) - MBI AS MK
MEAREEREASRRER EFEEA
REASRE F2RE  BIMRBRERERR

Edme

HEZZFT—R"FLA=+tHLEALEA:
FTRASHEBEABRGLBRECEZEEZMNB
13,528,000,000 A R - R EARAF|£0.47 A
RE-RZZF—X"FNLA=TRH FEASHSE
ANEh REETEZAR S 2 £308,972,000,000 A
R

Eg

ELREMBEMA ER DR E BB
FiR ET (BREA5E : 00005) o EL R EMEAR
RIEXEREHEMZRITRBESRRG -

HIE—ZT—R"F+_A=+—HLIHBFE E
LA AEEEEZEREE M A1,299,000,000
Ei BREAEFA007ETL - RT—RF
+ZA=+—H ELEBABRGEEZES
%5 A175,386,000,0003 T ©

33.

Top Ten Investments (continued)

(v)

(vi)

China Life

China Life was incorporated in the PRC and its
shares are listed on main board of the Stock
Exchange of Hong Kong (stock code: 02628). China
Life and its subsidiaries are principally engaged in
the writing of life insurance business, providing life,
annuity, accident and health insurance products in
China.

For the nine months ended 30th September, 2016,
the unaudited consolidated profit attributable to
owners of China Life was RMB13,528.0 million
with basic earnings per share of RMB0.47. As at
30th September, 2016, its unaudited consolidated
equity attributable to owners of China Life was
RMB308,972.0 million.

HSBC

HSBC was incorporated in the England and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 00005).
HSBC and its subsidiaries are principally engaged in
provision of a comprehensive range of banking and
related financial services.

For the financial year ended 31st December, 2016,
the audited consolidated profit attributable to
owners of HSBC was USD1,299.0 million with
basic earnings per share of USD0.07. As at 31st
December, 2016, its audited consolidated equity
attributable to owners of HSBC was USD175,386.0
million.
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TARRE (&)

(vii)

(viii)

R E

R ERF S B SEMAL  ERDNER
B PR BT (B ASE £ 01233) ~ I RMBE
REMBAREZETHARENERHAE WX
HERYEER-

HIE—ZT—AF+-_A=+—BLIBFE"
KRR EREBABOREEZGAE RN A
1,955,000,000 A R# B E AR AT A1.13A
RE-R_ZE—RET+ZA=+—R0 KRiE
B AR REFZERE EE A9,132,000,000
ARHE -

R

RITBIRBRETMARL HRORE B
RZFFER BT (BREER : 00316) < RITEINR
HIfE AR E R FEEEG MY RRS

BHE—F—ARF+_A=+—BLYREE"
RABINHEANEBMAKCEREEGEBER
219,200,000%% 7t - B R E A 18 /0355 T °
RZE—R"F+ZA=+—8 EHEINEBA
JEAG RACEZER A 2 H4,519,300,0003 T ©

33.
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Top Ten Investments (continued)

(vii)

(viii)

Times Property

Times Property was incorporated in the Cayman
Islands and its shares are listed on the main board
of the Stock Exchange of Hong Kong (stock code:
01233). Times Property and its subsidiaries are
principally engaged in property development,
property leasing and property management in the
PRC.

For the financial year ended 31st December, 2016,
the unaudited consolidated profit attributable to
owners of Times Property was RMB1,955.0 million
with basic earnings per share of RMB1.13. As at
31st December, 2016, its unaudited consolidated
equity attributable to owners of Times Property was
RMB9,132.0 million.

Orient Overseas

Orient Overseas was incorporated in the Bermuda
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 00316).
Orient Overseas and its subsidiaries are principally
engaged in container transport and logistics
services.

For the financial year ended 31st December, 2016,
the unaudited consolidated loss attributable to
owners of Orient Overseas was USD219.2 million
with basic loss per share of USD0.35. As at 31st
December, 2016, its unaudited consolidated equity
attributable to owners of Orient Overseas was
USD4,519.3 million.
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33.

34.

TRERE (&)
(ix) Kovan

Kovani? 2% &8 Bz 22 #f 5 51 3 3K 37+ Kovan & Efff
BRAREENELEMEERE-

x) Sun Hung Kai & Co. (BVI) Limited ([SHK BVI )

SHK BVIR B R X Bf Sk - RFBES
AR ([FBRE]) 22 EMBAR - FNEER
EEFAMA EROAREBHRIAER LT
(BAnR5% - 00086) * FTBE A —REFNAH
i@ IR E MV B R -

HIE-ZE—RENAZTHLEANEAR #HBE
HE AE(R R EEIZIZ A HE ) 5276,200,00075
T BREREFA0.13E T RZE—RENR
A=+H #BEEF AR REEZERAR
%5 517,773,300,000% 7T

MEEABREER QA VENE

AEEREREEHTRREZDTERSRTAM
AZMEER--MEEREETSEAR (BREEE
@ MEREBREEMERRR) FERREADES
BB o

PR EETIEEAEBAIHHA YEHRES
SETAFE-BREZVBRRERBFEEFHRRER
SERHAETHMZRE R WK EE P HSRR
BMERE - ERRZREBRKFA - R R AP ERE N
EEFALR-

33.

34.

Top Ten Investments (continued)
(ix) Kovan

Kovan was incorporated in the British Virgin Islands.
Kovan and its subsidiaries are principally engaged in
participating in financial activities.

(x) Sun Hung Kai & Co. (BVI) Limited (“SHK BVI")

SHK BVI was incorporated in the British Virgin
Islands, which is a wholly-owned subsidiary of Sun
Hung Kai & Co. Limited (“Sun Hung Kai”). Sun
Hung Kai was incorporated in the Hong Kong and
its shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 00086). Sun
Hung Kai is an investment and financial firm with a
focus on Greater China.

For the six months ended 30th June, 2016, the
unaudited consolidated profit attributable to
owners of Sun Hung Kai was HK$276.2 million
with basic earnings per share of HK$0.13. As
at 30th June, 2016, its unaudited consolidated
equity attributable to owners of Sun Hung Kai was
HK$17,773.3 million.

Financial Risk Management and Fair Value
Measurements

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

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

341 HHREERAGEER

MIBERRNRARE2S 2 FEESL MATHBEE

ERAERR:

34.

F

2016 ANNUAL REPORT

Financial Risk Management and Fair Value

Measurements (continued)

34.1 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:

2016 2015
ZE—XF —E-hEF
HK$'000 HK$'000
FHET FHET
Financial assets
HMHEE
Non-current assets
EMBNVE B
Available-for-sale financial assets
SR BEE 385,350 160,120
Loans and receivables:
B YRR -
— Amount due from an associate
— el — B & A R FRIE 8,609 8,569
393,959 168,689
Current assets
MENVE E
Available-for-sale financial assets
AL ENBEE - 49,158
Financial assets at fair value through
profit or loss
RATEINEREBRERREY
M EE 551,607 672,382
Loans and receivables:
B R e WURE
— Other receivables
— H{th & Wk 4 25,360
— Amounts due from joint ventures
— A S ARIFIA - 5,143
Security deposits
RHRER - 6,290
Cash and cash equivalents
ReRBEEEEY 245,222 313,909
796,833 1,072,242
1,190,792 1,240,931
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34.

MREABREERQVENE (&)

34.

Financial Risk Management and Fair Value

Measurements (continued)

341 HHEEREEER (£) 34.1 Categories of financial assets and liabilities
(continued)
2016 2015
ZE—RF —E—-nF
HK$'000 HK$'000
FTET FET
Financial liabilities
BKas
Current liabilities
nRBBE
Financial liabilities measured at
amortised cost:
BT B EABESHR ARG T 8
— Amount due to a fellow subsidiary
—R— R &M B A R FRIE 5,393 5,091
— Other payables and accrued expenses
—H b TR E N B 23,753 1,337
— Amount due to a holding company
—R—MBERAFHIEA 317 328
Financial liabilities at fair value through
profit or loss
BRAFEIRREBRREE 2
BmaE 10,454 8,962
39,917 15,718
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3. HBRAREERAFEINE(E) 34. Financial Risk Management and Fair Value
Measurements (continued)

342 SRR 34.2  Foreign currency risk
INERBEESBRTACAFESIRKRBESRE Foreign currency risk refers to the risk that the fair
(] SN B S S B i O B 2 JRLBG: o value or future cash flows of a financial instrument

will fluctuate because of changes in foreign

exchange rates.
REBBRIADRZANBITETT - EHIERE, Most of the Group's transactions are carried out in
SEFERAAEE I KRE MZSREFEN HK$. Exposures to currency exchange rates mainly
E ARE -FE A% BE - TR arise from the Group's investments, which are
Tk ([REK])FHE primarily denominated in USD, RMB, MYR, NTD,

JP¥, SGD and Thai Baht ("THB").
PONESTHE B EERBERKEBERHRER Foreign currency denominated financial assets and
BT liabilities, translated into HK$ at the closing rates,

are as follows:

2016
—E—REF
HK$'000
THET
JP¥ MYR NTD usbD THB RMB SGD
HE B A EY 373 ARY KT

Financial assets
MBEE 6,035 15,307 3,228 19,223 - 9 2,434
Financial liabilities
BB & - - - (84) _ _ i
Short-term exposure
2 HA | fx 6,035 15,307 3,228 19,139 - 9 2,434
Financial assets
MIEEE - - - 291,761 8,470 1,292 -
Financial liabilities
HMEEE - - - = = = =
Long-term exposure
= B - - - 291,761 8,470 1,292 -
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3. HBEAREERAFEINE(E)

342 HNERBR (E)

PONSEHE M EERARRKRBRBER
BT (48)

34. Financial Risk Management and Fair Value

Measurements (continued)
34.2  Foreign currency risk (continued)
Foreign currency denominated financial assets and

liabilities, translated into HK$ at the closing rates,
are as follows: (continued)

2015
—E—hF
HK$'000
FBT
JP¥ MYR NTD usD THB RVB SGD
AlE Hitk e EH B 7S ARE  FiIT
Financial assets
WBEE 5,524 18,205 17,566 11,451 - 9 2,493
Financial liabilities
HBBasE - - - (981) - - -
Short-term exposure
5 HIR R 5,524 18,205 17,566 10,470 - 9 2,493
Financial assets
& E - - - 158,512 8,430 1,608 -
Financial liabilities
P aE - - - - - - -
Long-term exposure
RER R - - - 158,512 8,430 1,608 -

TRINHRERBEALEBEEEARRZE
BE%- ek BE HTK ARBRIINK
TLZINEERGIR A BEHEY - NEE IR )5 A
(RREBF) REZABSEEMR D 2 HHE
EE

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, JP¥, THB,
RMB and SGD to which the Group has significant
exposure at the reporting date.
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BHEBREERAVEE (F)

34.

34.2

SN LB ()

MYR
B
MYR
B
NTD
et
NTD
et
JP¥

B
JP¥

B
THB
7S
THB
R
RMB
AR®
RMB
AR®
SGD
N3 T
SGD
N3 T

Increase/
(decrease)
in foreign
exchange

rates

SN BE =

i,/
(R 2)

1%
(1%)
3%
(3%)
2%
(2%)
2%
(2%)
1%
(1%)
1%

(1%)

34.

2016
—E-RE
Effect on
profit after
tax and
retained
earnings
HHE
i B AR B
BRzEE
HK$'000
FET

153

(153)

97

(97)

121

(121)

169

(169)

24

(24)

Financial Risk Management and Fair Value
Measurements (continued)
34.2  Foreign currency risk (continued)
2015
—E-hEF
Increase/ Effect on

Effect on (decrease) profit after Effect on
other in foreign tax and other
components exchange retained ~ components
of equity rates earnings of equity
HiESE SN IE 3R EATRES HEm
Hit 5 B wEMRIRE HMm o
A% (Rd) BNzz2 -7 -
HK$’000 HK$'000 HK$'000
FET FHET FHET
- 2% 364 -
- (2%) (364) -
- 1% 176 -
- (1%) (176) -
- 4% 221 -
- (4%) (221) -
- 2% 169 -
- 2%) (169) -
13 1% - 16
(13) (1%) - (16)
- 1% 25 -
- (1%) (25) -
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3. HBEAREERAFEINE(E)

34.2

343

SN LR ()

R|ER NEBEMEEINEER 2 GRE D
W TORRER SN T R B | 0 R B DR B 2 90 3
EXYRBFAEFTEMET RREBEE
BEHINEERZHEEE T —REA/LLH
Bz AR BB - L FTERBRRER
HEE—_T-AF+-A=+—HLFEKSE
MR GURE DM AERERR -

MARKR+ZEAXTZINEERZ AR BB
HEHAEE2RREN REAN MgEEE
D W mERNEE

F=E b
MEERBFEREBMTAZATFESRERER

T35 ) 2= 2 588 7y HH 3R R B 2 el B o

AEBBBEBESEFREMART TGN XRE
Bz R FEMNERR FXEFHAEFEES
EFEEMALESHAEEEERENERE -

AEERARRNBBEERNZHHE (K

FRIEMEME)MAXTSMNEEZBH RS
AR R o

Financial Risk Management and Fair Value
Measurements (continued)

34.2

343

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
consolidated financial statements of the year ended
31st December, 2015.

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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3. HERAREERAFEE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)

343  RERR(£) 34.3 Interest rate risk (continued)
TRINEHAERREBATENERFGE 2R The following table indicates the approximate
ZRRGIBAIRERE)  REBFEEF ( RIRE change in the Group's profit after tax (and retained
AF)) 2 E g earnings) in response to reasonably possible

changes in the interest rates for deposit at variable
interest rates at the reporting date.
—EB-RE TR
2016 2015
Effect on Effect on
Increase/ profit after Increase/ profit after
(decrease) tax and (decrease) tax and
in interest retained in interest retained
rates earnings rates earnings
Fl = HEE = EARTRES
#m, R AR B &,/ M K (R B
OR4) BRz& CRLA) BNz 2
HK$'000 HK$'000
FTHERT FET
Deposits
73 0.5% 1,226 0.5% 1,601
Deposits
73 (0.5%) (1,226) (0.5%) (1,601)

RB|ER AEEMRESNXER 2 BRED
MHREMNEZEH E O LRV RFETRHEL
REFREFTEMEE X2 BREEHTS
BREEBTMSERNRRAREARER L
BE WEEEEHNXEPHEEE T AR
SERIMRE 2 AIER EEEF M FIE
EBRZREFREE T -—AF T -_A=1+—H
T EEFEVBRRABBBESNAERE
Gl

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 consolidated financial statements for
the year ended 31st December, 2015.

125



126

SHK HONG KONG INDUSTRIES LIMITED
HIRERRAE

e MR ERME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZT—R"F+=A=+—HILLFE For the year ended 31st December, 2016

3. HBEAREERAFEINE(E)

344

R 1B LB

RERBRFREMTAZ A FEIARARBEERR
ERMSRENE M HIRRE 2 B8R

AEBEEIIEEER S R AREEE 2K
BEBER - FRRESER A Z IFANEEFE SO - B
BREREH /LM

AEBEZ ETRETIENETE FRAE X
RRE HMMEREXEESR S LM -RE
HARBAEBERERBETES M LIEDER
BE e

N Rl e S NI NN T T S R R G
B (B R -

TSI ERER S B ARES EXARR
MRETEARTALED 3 RAEEB K
HH (RRBRF) KA RS 2 B0
88

Financial Risk Management and Fair Value
Measurements (continued)

34.4

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. 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, Singapore and United States.
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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BHEBREERAVEE (F)

344

IRER (&)

Naih Lo

34.

HfE EmERmEZ IR e #E)  REBER
mER (MEETETR) 2REBATEE

Hong Kong market
BEEMS

Hong Kong market
BEEMS
Malaysia market
ARG 5
Malaysia market
RGN
US market
XS

US market
XS
Taiwan market

By T
Taiwan market
BiETIS

Japan market
HAMI5

Japan market
HATI5
Singapore market
N5
Singapore market
N5

Increase/
(decrease)
in securities’
market

price
EHHEmE
i,/

R 2)

4%
(4%)
4%
(4%)
4%
(4%)
4%
(4%)
4%
(4%)
4%

(4%)

2016
N
Effect on
profit after
tax and
retained
earnings
HH %
mARRE
Bz E
HK$’000
FET
17,071
(17,071)
612
(612)
516
(516)
129
(129)
241
(241)

27

(27)

F
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Financial Risk Management and Fair Value
Measurements (continued)

34.4  Equity price risk (continued)

Listed securities

In response to the reasonably possible change in

the market price of the listed securities, the Group’s

investment in listed securities excluding derivatives

has the following exposures:

Effect on
other
components
of equity
HEs
HA 2
ZEE
HK$'000
THET

Increase/
(decrease)
in securities’
market
price
FHME
#mn,/
CRLA)

8%
(8%)
8%
(8%)
8%
(8%)
8%
(8%)
8%
(8%)
8%

(8%)

2015

—ET—ARF
Effect on
profit after
tax and
retained
earnings
iz

i K K AR B
Bz 2
HK$'000
FHET
41,360
(41,360)
1,456
(1,456)

898
(898)

1,405
(1,405)

442
(442)

55

Effect on
other
components
of equity
HEm
HAb R 5
-7 -
HK$'000
FHET
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3. HERAREERAFEE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)
344 RERR(E) 344  Equity price risk (continued)
BRERHPEHN Equity forward contracts
AEEBAKROYMEZ B2 KREER In response to the reasonably possible change in the
ERIBAEHZIRERBATERR market price of the underlying shares, the Group's
investment in equity forward contracts has the
following exposures:
2016 2015
—E-RE —HhF
Effect on Effect on
Increase/  profit after Effect on Increase/ profit after Effect on
(decrease) in tax and other  (decrease) in tax and other
underlying retained components underlying retained ~ components
shares’ price earnings of equity  shares’ price earnings of equity
(Note) (Note)
HEARE HEZ HiERE HERAAR B iz Eapiiday
wm BARKEER Hisp 2 o, EFMRIRE H A 5
(R2) BRAzgE a7 CRd) BAzEE 28
(BtaE) (Bi&t)
HK$’000 HK$'000 HK$'000 HK$'000
FERT THERT FET FET
4% (1,040) — 8% 1,993 -
(8%) 1,040 - 8%) (2,450) -
WaF: ARBREZSmMEELZVEIERRBE Note:  The financial effect resulting from changes

FBEBRAESFER T RER_FT—RF
TTA=T BB MER - FrAR mtﬁﬂ
EHPHERAFESZAFEZERE
ZEHEERERTRA AT — E—J&B%ui
ERAER 2 A TEZE RN HRE HTTREE
A HEZERABFERT  AEBELE
i M BIER ARG ZTER

in underlying shares’ price represented the
theoretical change in fair value of all underlying
equity securities under the outstanding equity
forward contracts as if all these equity securities
were acquired/disposed as at 31st December,
2016 and 2015. 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/disposal of these equity
securities been completed at the reporting date,
nor it is intended to be a projection of future
result.
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3. HBEAREERAFEINE(Z)

344

345

IRER (&)

RBER NEBEMfEERERR 2 GEED
HBRREETESREMEERREHESH
DERMBERENEELRBFAGERFTEM
BEE o AR B B 15 B IR [T Y AR R A T 18 B4R
HEREHESHEAEET - REARILHEZ
BIBFREH BRI WHFTNERBREBHE
EE-RFTZR=T-BHIFEFEUE
WRFTEGRE DA EAE R -

FERR

EERBESBTAZHF I REREMTA
ZHERBETHEET TERAEEESYEE
B2 mg o

7455 0 40 ] B A £25 0L 86 o0 A B —
RRUFRAEM—AREREZXSETF 14
CESL AR

HRABESRITESBRTARSHFHIE
BRIF-EES BABRIMBEETANER
s SRR EERRER -

F K
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Financial Risk Management and Fair Value
Measurements (continued)

344

345

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 consolidated financial statements for
the year ended 31st December, 2015.

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.
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3. HBEAREERAFEINE(E)

345

346

EERE (&)

REBRBRTIRE R - BERERAAES
R B MBRE 7 - ER] M F R AR 1
BERIN - IR EEBESFME  EALREE
BEENRASCHRIN FHEKES  RgHE
BREFNESFBLHRRIEP EFFEAR
BEREEEAEENBRITER N M AR -

AEEEREERR MBLAMBEEMNE
HwEARNERRE AR EREGR-

REEMBEEEME R BRI EME AR
YIVE R o

RBES R

REBE SRR M EAREEREETURNER
THEMPBEEAEMBABHEBETZE
REH - AEBERERS REMENRLE
TREABETEARERSRET T EAE
RBELRER AEEZBRREREE 2R
HEEKRKTRAHESRE UENEEHK

EYRPESFE-

AEBTERBEEEFNERMUBAGBHNER
HREAFEBRERL NERERDHEST
Z-AEERAERERDEST R mEBAE
ERHZARTRNESRBESTE-

Financial Risk Management and Fair Value
Measurements (continued)

34.5

34.6

Credit risk (continued)

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

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

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

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with
its financial liabilities that are settled by delivering
cash or other financial assets. The Group is exposed
to liquidity risk in respect of settlement of 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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3. HBERAREERAFEIE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)

346 HREBESER(E) 34.6  Liquidity risk (continued)
AREFBHBERENRS SHEBREZLEE The Group maintains cash, short-term bank
BHEUNENARRZZ=1TRZRBESFT deposits and marketable securities to meet its
EEanEEyrEREEERENEERE liquidity requirements for up to 30-day periods.
B EEZRNRENEERBESTE- 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.
U T AEREBR -_E—RFEFER_TE—HF Analysed below is the Group's remaining
TZRA=T—BZIETENBEBEZFBRELD contractual maturities for its non- derivative
HARR financial liabilities as at 31st December, 2016 and
2015.
On demand/
less than 6 to 12 1to 5 Over 5
6 months months years years
BRER
N 621218 A 1E5%F 55k
HK$'000 HK$'000 HK$'000 HK$°000
FHET FTHET THExT FET
At 31st December, 2016
RZEBE-—RF+ZH=+—H
Other payables
H AR 23,753 = = =
Amount due to a holding company
R—FE R BRI 317 = = =
Amount due to a fellow subsidiary
R —FE R Z M8 A m A 5,393 = = =
29,463 - - -
At 31st December, 2015
RZZE—RF+A=+—H
Other payables
FAth JE TR 1,337 - - -
Amount due to a holding company
R—REE R R FRIA 328 - - -
Amount due to a fellow subsidiary
R—FE R Z K8 QR RIA 5,091 - - -
6,756 - - -

131



132

SHK HONG KONG INDUSTRIES LIMITED

MIRERRAT

e PR R
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZT—R"F+-A=+—HLFE For the year ended 31st December, 2016
34.

MHEABREERQVENE (&)

347

AVEHE
() BAVEIBNABRERVBAR

TREJREAFERE NBEARK
ANHEFENMBEERARZER -
HRBREAENSEWBEERAGBZ
REMERNEEE R ANRLR
i BUBEENBEEOSRZEDN
ARl R ERBORBUTEE:

- FE—E:HREERBERER
mIZHRE (CRIEFHE)

- FE_E:E-ERBREZHREN
SR EEXBENBRE 2H
A A B (BIAESR) sk
(MREER) &

- FZE BEXBBIIFKEA
BEMSEEBE BA (FABER
BA) °

AT ERHETBNY A FE BT S
EAZBAZREBR D BUHG
AERABETERSA

34.

Financial Risk Management and Fair Value
Measurements (continued)

34.7

Fair value measurements

(a)

Financial assets and financial liabilities
carried at fair value

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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3. HERAREERAFEE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)

347 QDR EFE(E) 34.7  Fair value measurements (continued)
(a) BRATVEIENGHREERVKER (a) Financial assets and financial liabilities
(#&) carried at fair value (continued)
RUBHRRARAE AT EFEZHMBEE The financial assets and liabilities measured
ERBEED BT AT (ELZREE: at fair value in the statement of financial

position are grouped into the fair value
hierarchy as follows:

2016
—E—RF
Level 1 Level 2 Level 3 Total
5 E=E E=E k]
HK$'000 HK$'000 HK$'000 HK$’000
THET THET THET FHT
Assets
Available-for-sale financial assets
AL ENBEE
— Listed
— kW - 139,979 - 139,979
— Unlisted
—3EETm - 184,129 - 184,129
Financial assets at fair value through profit or loss
BATEINRREERRRE M BEE
— Listed securities held for trading
—-RHEFEE LTES 548,588 - - 548,588
— Listed warrants
— RS 676 - - 676
— Equity forward contract
—REEHELD - 2,343 - 2,343
Total fair value
NELEE 549,264 326,451 - 875,715
Liabilities
afE
Financial liabilities at fair value through profit or loss
BRATEINREREERERECMBEE
— Call options embedded in bonds and notes
—MABEFRRE 2 AIRFED R - 10,454 - 10,454
Total fair value
N EHEE - 10,454 - 10,454
Net fair value
NEFRE 549,264 315,997 - 865,261
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3. HBEAREERAFEINE(E) 34.

Financial Risk Management and Fair Value
Measurements (continued)

347 QRDFEFE(E) 34.7  Fair value measurements (continued)
(a) BAFEIENMEEERMKERE (a) Financial assets and financial liabilities
(#&) carried at fair value (continued)
2015
—T—hEF
Level 1 Level 2 Level 3 Total
E—E FE F=E e
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHET FHET
Assets
BE
Available-for-sale financial assets
A EMBEE
— Listed
— kM - 17,425 - 17,425
— Unlisted
—JELET - 129,845 - 129,845
Financial assets at fair value through profit or loss
BATEIVERTEREREE MK EE
— Listed securities held for trading
—REEEEZ LMES 671,690 - - 671,690
— Listed warrants
— F R ERE 692 - - 692
Total fair value
N EER 672,382 147,270 - 819,652
Liabilities
BE
Financial liabilities at fair value through profit or loss
BAFEIERMTERRRE YK AE
— Call options embedded in bonds and notes
— R AEFH KRR 2 A e F 8 0 B - 2,139 - 2,139
— Equity forward contracts
—REEBEH - 6,823 - 6,823
Total fair value
N EEE - 8,962 - 8,962
Net fair value
NEEFE 672,382 138,308 - 810,690

REERE F—EHEEF BB E
BREH -

AR ERFE 2 TE R AERM I
ER IR G B L 3 B

134

There have been no significant transfers
between levels 1 and 2 in the reporting
period.

The methods and valuation techniques
used for the purpose of measuring fair
value are unchanged compared to the
previous reporting periods.
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3. HBRAREERAFEINE(E) 34. Financial Risk Management and Fair Value
Measurements (continued)
347 ADFEFE(E) 34.7  Fair value measurements (continued)
(b) EEEMRE_EBAFEFEMEHNZ (b) Valuation techniques and inputs used in

BWARE
E NN

FLEMRAESFNRERRZ A(EE
AE-REMEBZHE AEEATHE D
—{EE m A B B A 2SR IR A KR
NEEFEBOEMA I EHRAE S
ZAnBEAREIRELEREM-

EHEEETEBESMEREMED
ZAHED B FEGEMEEFE
BRAB R ERMTmERE

iRk ETERES

EH RS EREBESZ R FETHRIA
TRz HERINESE -

AEERBZREATABEXKERS
RERFRESH S RMEAKED  E5
B R ARG - REE S B E SR
DERTHEENEEE LD D
BRITESRIA (H5E26)

Level 2 fair value measurements

Unlisted equity securities

Unlisted equity securities are measured
at fair value at the end of the reporting
period. Based on the relevant agreements,
the Group can require the relevant
investment manager to redeem the units
at net asset value by giving a written
redemption notice. The fair value of the
unlisted equity securities are provided by
the relevant investment managers.

Fair value of listed and unlisted debt
securities and equity forward contracts,
have been determined by a firm of
independent professional valuer, Greater
China Appraisal Limited, using valuation
techniques.

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).
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34.

MHEABREERQVENE (&)

347 ADFEFE(E)

(b) EERMRE-ELFEFEFARMNZ

WARE (£)

tmRFLETEBRS (&)

BEFHERMERZIDERBRNT

() EzFEBEE

EHF DRI ERBIZA T ER
REBEEESEAREAZATFE
FHAEVEERNERER BEE
ZITAEEH - R-_F—XRF+=A
=+—H EFBoCRAFENR
232,276,000 L (ZE—RHF: 4
/466,583,000 7T ) * It I IRFT E K
Z W RN 2 KRR R ERE
EHEECREME ko lam
ZTHREFE K=
T—XNFE+_A=+—H EH
D2 EBRFENT487%%10.83%
(ZZE—F2F NF RL64%E

KIS IRIBE 5

9.56% ) °

34.

Financial Risk Management and Fair Value
Measurements (continued)

34.7

Fair value measurements (continued)

(b)

Valuation techniques and inputs used

in Level 2 fair value measurements

(continued)

Listed and unlisted debt securities

(continued)

The methods and assumptions applied for

the valuation of the bonds are as follows:

(0

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, 2016, the fair value
of the debt element is approximately
HK$232,276,000 (2015: approximately
HK$66,583,000) which was calculated
based on the present value of
contractually determined stream of
future cash flows discounted at the
required vyield, which was determined
with reference to instruments of similar
terms. The effective interest rates of
the debt element at 31st December,
2016 ranged from 4.87% to 10.83%
(2015: ranged from 4.64% to 9.56%).
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HEZZ—R"F+ZA=+—HLL5E For the year ended 31st December, 2016

3. HERAREERAFEE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)

347 AFREIHE(E) 34.7  Fair value measurements (continued)

(b)

RERMRE-BATVEFEBRRAZ
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(ii)
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7F0.00%0.01) °

(b)

Valuation techniques and inputs used
in Level 2 fair value measurements
(continued)

Listed and unlisted debt securities
(continued)

(ii) Valuation of derivative element

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

As at 31st December 2016 and 2015,
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 ranging from 0.00 to 0.04 (2015:
ranging from 0.00 to 0.03), default
intensity ranging from 3.80% to
8.70% (2015: ranging from 2.98% to
8.55%) and short rate volatility of 0.01
(2015: ranging from 0.00 to 0.01).
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HEZT—R"F+=A=1+—HILLFE For the year ended 31st December, 2016

3. HERAREERAFEE(Z) 34. Financial Risk Management and Fair Value
Measurements (continued)
347 QRDFEFE(E) 34.7  Fair value measurements (continued)
(b) HEBRNRE_EBAFEFERRMAZ (b)  Valuation techniques and inputs used
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in Level 2 fair value measurements
(continued)

Equity forward contracts

As at 371st December, 2016, underlying
stock of the equity forward contract is
Hailan Holdings Limited.

Under the terms of the contract, the Group
is obligated to dispose of the underlying
shares of the contract at a forward price
at contract end. The contract requires no
initial cost.

As at 31st December, 2015, underlying
stock of the equity forward contracts are
Agricultural Bank of China Limited, AIA
Group Limited, Anhui Conch Cement
Company Limited, Bank of China Limited,
Brilliance China Automotive Holdings
Limited, China Shenhua Energy Company
Limited and Hong Kong Exchanges and
Clearing Limited.

Under the terms of the contracts, the
Group is obligated to acquire of the
underlying shares of each contract at a
forward price for a year long. The contracts
require no initial cost. Predetermined
number of shares is accumulated to be
acquired of by the Group on a daily basis
and they are settled on monthly basis. The
key terms of these contracts incorporate
knockout 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.
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BHEBREERAFEFE (F)
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(b) HERMRE-_EAFENEMEHNZ
WMARE (&)

BREEHEH (&)

BREAHEBAR AN R —ATEATE
AR ERERBAL ZER S
RNig AN BIEARERE RHE - 55
HiPRO.54F (Z T — R F : » F0.30%F
£043F) BERE114% (ZZE—H
F: ) F0.46%F0.50% ) K % B UL 25
F0.00% (ZE—HF NTF1.11%=E
5.93% ) °

EXxERE

AEBZEAEEBRERBRASBEERNUFEL
EEBBIERSBRRIEH IO R -

REEER N E S E B N AR AR RO 3

34.

35.
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Financial Risk Management and Fair Value
Measurements (continued)

34.7  Fair value measurements (continued)

(b) Valuation techniques and inputs used

in Level 2 fair value measurements
(continued)

Equity forward contracts (continued)

Forward contract pricing formula and Black
Scholes Model is used for valuation of the
equity forward contract. Significant input
into the model were underlying stock share
price, forward price, time to maturity 0.54
year (2015: ranging from 0.30 year to 0.43
year), risk-free rate 1.14% (2015: ranging
from 0.46% to 0.50%) and dividend yield
0.00% (2015: ranging from 1.11% to
5.93%).

Capital Management
The Group's capital management objectives are to ensure
the Group’s ability to continue as a going concern and to

provide an adequate return to the Shareholders.

The Group actively and regularly reviews its capital structure

BEAREE ANEBNEEEERIL R BEEEITH and makes adjustments to the capital structure in light of
BRI changes in economic conditions. The Group monitors its
capital structure on the basis of debt to equity ratio.
RBEBzABREERLLRNT : The debt to equity ratio at reporting date was as follows:
2016 2015
—BAEF —E-RF
HK$'000 HK$'000
FTERT FHET
Borrowings
EX - -
Total equity
ERER 1,155,194 1,229,973
Debt-to-equity ratio
BEEEEL X 0:1 0:1
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FIVE YEAR FINANCIAL SUMMARY

Year ended 31st December,

BEt+t-A=+t-HLEE

2012 2013 2014 2015 2016
—ET—CF —T—=F —T—HF —ET—hF —E-RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FET FHET
Results:
HiE:
Profit /(loss) attributable to the owners
of the Company
RABHB AEEET, (E8) 134,447 127,388 87,105 (103,989) (73,565)
As at 31st December,
R+=-—BA=+—H
2012 2013 2014 2015 2016
—F—=F —ET-=F —ET-F —E—hF —E-RE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET T FHET FHET

Assets and liabilities:
EERARE:
Current assets
TENE E 994,339 1,209,357 1,131,398 1,072,691 797,272
Total assets
BERE 1,280,583 1,374,266 1,425,939 1,245,691 1,195,111
Current liabilities
nEBE 45,570 41,636 49,342 15,718 39,917
Total liabilities
BERE 45,570 41,636 49,342 15,718 39,917
Total equity
e BE 1,235,013 1,332,630 1,376,597 1,229,973 1,155,194
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