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CHAIRMAN'S STATEMENT
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Overview
The Group recorded a profit for the year ended 31st December,
2017 primarily arising from its investments in equities.

Financial Key Performance Indicators
ANTI#EA  The Group recorded a net profit attributable to the owners of the
Company in the amount of approximately HK$166.7 million (2016:
loss of approximately HK$73.6 million) for the year ended 31st
December, 2017, comprising profit of approximately HK$171.8
million from equity related investments (2016: loss of approximately
HK$71.1 million) and profit contribution of approximately HK$20.5
million from bond investments (2016: approximately HK$19.8
million).

As at 31st December, 2017, the Group’s net assets attributable to

BEFEEIN16.3%E41,342,500,00048 7T - fEALLE - 7 the owners of the Company increased by 16.3% to approximately

TEF o B REERESEESS R EE36.0% %  HK$1,342.5 million. In comparison, the Hang Seng Index and the

24.6% ° Hang Seng China Enterprises Index advanced by 36.0% and by
24.6% respectively during 2017.

REERE Investment Review

R-F—tF+-A=1t—H AEEZTBREHBNT :

Investments

REEAE

As at 31st December, 2017, the Group’s major investments were as
follows:

Description

Listed Equities
TR

Fixed Income
Ehalés
Investment Funds
KEES

Sub-participation in UnIisted Investment

RIFLTIRE Z MBS H

Direct Investments in Unlisted Equities

RIELETBRAZ BRIRE

HK$584.7 million of a portfolio of listed shares in 23 companies

23R AR Z ERMDEK 2 — AR EHE - EE/4£584,700,000/8 T

HK$130.6 million of fixed income instruments issued and/or guaranteed by an overseas
government and three companies listed in Hong Kong

B—ESIBRR=ZREB ETRARIETR/SIERZEERES/MIA -
130,600,000/ 7T

BER

HK$137.4 million in seven investment funds

HEREES - E{E/4A137,400,000/87C

Sub-participation of HK$31.3 miIIion in an unlisted investment

—IERIEETIRE 2 HI B2 - (E{E/A31,300,000/ 7T

HK$11.7 million in three direct investments in unlisted equities

ZIERIEETRAZ BEIRE - B{E/A11,700,000/8 7T
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Investment Review (continued)
The Group's portfolio of investments comprises mainly securities in
Hong Kong, United States and Malaysia.

The five most profitable investments in our securities portfolio
during the year were ZTE Corporation (provision in service in a range
of information and communication technology related systems,
equipment and terminals), Cowell e Holdings Inc. (camera module
and optical components manufacturer), Anhui Conch Cement
Company Limited (cement manufacturer), Maanshan Iron & Steel
Company Limited (iron and steel manufacturer) and Tencent
Holdings Limited (provision of value-added services and online
advertising services).

The five biggest losses in our securities portfolio during the year
were Xingda International Holdings Limited (radial tire cords, bead
wires and other wires manufacturer), PC Partner Group Limited
(electronics and personal computer parts manufacturer), CLP
Holdings Limited (electricity supplier), New China Life Insurance
Company Limited (life insurance services and products provider) and
TIH Limited warrants (a closed-end fund).

Dividend

The Board has declared an interim dividend of HK$0.05 per share
(in lieu of a final dividend) for the year ended 31st December, 2017
(2016: Nil) payable on Friday, 27th April, 2018 to the shareholders
of the Company (the “Shareholders”) whose names appear on the
register of members of the Company on Monday, 16th April, 2018.

Closure of Register of Members

For determining the entitlement to the interim dividend (in lieu
of a final dividend) for the year ended 31st December, 2017, the
register of members of the Company will be closed on Friday, 13th
April, 2018 and Monday, 16th April, 2018, during which period no
transfer of shares of the Company will be registered. In order for
a Shareholder to qualify for the interim dividend (in lieu of a final
dividend), 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
Thursday, 12th April, 2018.
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Closure of Register of Members (continued)

The forthcoming annual general meeting of the Company is
scheduled to be held on Monday, 21st May, 2018 (the "AGM").
The register of members of the Company will be closed from
Wednesday, 16th May, 2018 to Monday, 21st May, 2018,
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 Tuesday, 15th May, 2018.

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. Our 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.

It was a goldilocks period for risk assets in 2017. Global economy
was in the growth mode with moderate inflation threat and modest
pace of interest rate hikes in the United States. China economy was
more resilient than expected, on the back of capital outflow control
and a policy to support the property market and infrastructure
investment. However, investment market will be more challenging
in 2018. Firstly, the aggressive fiscal stimulus, namely the corporate
tax reform and, potentially, the infrastructure grand plan, will widen
the budget deficit of the United States, which needs to be financed
by treasury. This will probably lead to high treasury yield, weighing
on the valuation of all risk assets. Secondly, the Chinese government
will continue deleveraging the economy. In January 2018, the credit
growth rate of China was at a 32-month low. Being credit-driven
for the past ten years, China economy will be under severe pressure
later with the ongoing deleveraging campaign. At present, we avoid
the investments with high-growth expectations yet without near
term positive earnings surprise, and hold on to the investments that
are either cheap or underappreciated by the market. We will keep
monitoring the economic data and policy tones of United States and
China and may de-risk further later this year.
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Financial Resources, Liquidity and Gearing Ratio

As at 31st December, 2017, the Group had cash and cash
equivalents of approximately HK$464.2 million (2016: approximately
HK$245.2 million), investments of approximately HK$895.6 million
(2016: approximately HK$938.1 million) and no bank borrowings
as at 31st December, 2017 and 2016. 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, 2017, was 0% (2016: 0%).

Foreign Exchange Exposure

As at 31st December, 2017, 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 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, 2017, the Company has given guarantee to a
financial institution to secure banking facilities available to a wholly-
owned subsidiary in the amount not exceeding HK$40.0 million
(2016: HK$40.0 million).

Staff Costs

The Group's total staff costs (including Directors’ emoluments) for
the year ended 31st December, 2017 amounted to approximately
HK$4.4 million (2016: approximately HK$3.2 million).

Pledge of Assets
As at 31st December, 2017, the Group had no assets under pledge.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2017 was 6 (at 31st December, 2016: 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, 19th March, 2018
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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, 2017.

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 well as environmental
policies and performance, as required by Schedule 5 of the
Companies Ordinance (Chapter 622 of Laws of Hong Kong), is
shown in the Chairman’s Statement on pages 3 to 6 and the
Environmental, Social and Governance Report (“ESG Report”) on
pages 39 to 43 of this Annual Report. The Chairman’s Statement
and ESG Report also form part of this directors’ 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 which were reviewed and
updated regularly. 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 line is also maintained with banker,
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, 2017 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.
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Financial Statements and Appropriations

The financial performance of the Group for the year ended 31st
December, 2017 and the financial position of the Group at that date
are set out in the consolidated financial statements on pages 50 to
147.

The Board has declared an interim dividend of HK$0.05 per share
(in lieu of a final dividend) for the year ended 31st December, 2017
(2016: Nil) payable on Friday, 27th April, 2018 to the shareholders
of the Company whose names appear on the register of members
of the Company on Monday, 16th April, 2018. Details are set out in
Note 10 to the financial statements.

Reserves

Details of the movements in the reserves of the Group and the
Company during the year are set out in the consolidated statement
of changes in equity and Note 26 to the consolidated financial
statements respectively.

Distributable Reserves
Distributable reserves of the Company at 31st December, 2017 are
shown in Note 26 to the consolidated financial statements.

Share Capital
Details of the movements in share capital of the Company are
shown in Note 25 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 148.

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. Warren Lee Wa Lun and Arthur George Dew 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.
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Directors’ Service Contracts

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

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

Executive Directors

Warren Lee Wa Lun, aged 54, first joined the Company as
manager in July 1992. He first became a Director of the Group in
September 2004. He was appointed the Chairman of the Board
and ceased to act as the Managing Director of the Company in
March 2009. 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.
Limited, a company listed on the growth enterprise market of the

He retired as an executive director of Viva China Holdings

Stock Exchange of Hong Kong, in June 2013. He was appointed an
executive director of First Natural Foods Holdings Limited (provisional
liquidators have been discharged with effect from 4th September,
2012) ("FNF") in December 2008 and was 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 NTEl. 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 53, 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”). APL, AGL and APAC are companies listed on the main
board of the Stock Exchange of Hong Kong. Tanami Gold, Dragon
Mining and Tian An Australia are companies listed on the Australian
Securities Exchange.

Non-Executive Director

Arthur George Dew, aged 76, 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. AGL, APL
and APAC are companies listed on the main board of the Stock
Exchange of Hong Kong. Dragon Mining, Tian An Australia and
Tanami Gold are companies listed on the Australian Securities
Exchange.
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Biographical Details of Directors (continued)

Independent Non-Executive Directors

Albert Ho, aged 60, 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 75, 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 and Sinotrans Shipping
Limited, both being companies listed on the main board of the Stock
Exchange of Hong Kong.

Louie Chun Kit, aged 53, 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,
and the senior manager of Aquis Holdings Limited, a Hong Kong
private company. 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.



EEgWRE
DIRECTORS' REPORT

BEENRG R zEN 2R

REERN  RBRECTE(ZERAZANES) IAEEES
BB EE R BRI A S E UE K FEU19,288,0007%
TZEREMKR1,916,0008 T BLOER °

B EXFTRERE MARE P BER S M5 ERE %Jjﬂ%ﬂ%
hek IMERPRESD - REEARFLHER - ARF) - BERA

HRZMBEARLEMER Wﬁﬂﬁﬁi\ﬁthuﬂfﬂﬁﬁ&$%lz
EBMARREEHEAFEEREXKARAEETHEEKR
BHBERS  RHHAL -

AEERBE-_T—tF+ A=+t RALFEETZERA
BREBATZRS(HRE LRRRITAI EBREER SR E
MERS)  EEREREMIERMRMEE29

TR LB S RIHERE
BT TETRIFE -

RHEPRTE LTRAIE14A

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

Directors’ Interest in Transactions, Arrangements or
Contracts

During the year, YMIM, of which Warren Lee Wa Lun is a director,
received and receivable management fee of HK$19,288,000 and
performance fee of HK$1,916,000 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 or 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, 2017, which may also
constitute connected transactions or continuing connected
transaction under the Listing Rules, are disclosed in Note 29 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.
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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, 2017, which were notified to the Company and
the Stock Exchange of Hong Kong pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which the
Directors and the Chief Executives of the Company were deemed
or taken to have under such provisions of the SFO) or which were
required to be and were recorded in the register required to be kept
pursuant to Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange of Hong Kong pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code") in the Listing Rules were as follows:

Interests in shares of the Company

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 31st December, 2017

R-Z—+tF

+=-—A=+—H

BERH EEEERITRG

EEpE 513 EEME B BYEIL

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
FHRE BaERAA (EUN

Albert Ho Beneficial owner Personal 2,296,000 0.06%
falHRAR BaERAA (EUN

BEAmEN  REE_FT—tF+_A=t—RHLFERZ
ERERE - ARF - EREZERAR - ERRMEAR - HH
BARSEMABEEG BT AL  SARRZERTHE
BAXRBIHEMBRR 2 BN SAEHFME R

B ERREIN  ARREEFHARSTHRABRENARFR
HAAIREEEE (E& R ESF M ERPIZEXVED) Z E D -
HEBRMOHEFHEEAECTRRIER 7 L AE GDIE352158
ERAFEZERMA - SRR EHRRIAEEETIANS

R R BB R AR

Save as disclosed above, at no time during the year ended 31st
December, 2017 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 corporations (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

(ii) 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 9, the persons who have served on the boards of the
subsidiaries of the Company during the year ended 31st December,
2017 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, 2017, 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 2017
R-E—tF
+t=A=+—8H
BERS BB BRT
FTERRER Bt & 54 EEME BE ROBBESL
AGL 1 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
e ] R AR R NG o
Lee and Lee Trust 2 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
REHI AT B R NGIE:
Many Merit Asia Limited ("“MMA”") 3 Beneficial owner Beneficial interest 235,140,000 5.72%
BEmlEAA BamiEm
Lin Wan Qaing 3 Interest of controlled Corporate interest 235,140,000 5.72%
corporation
ME A BB R NERER
Biat - Notes:
1. B& EEFERE 2 BN E A RRE AR R3,082,889,606% A% 1. AGL held 3,082,889,606 shares of the Company through its wholly-

2. ERRELE C TREBEL T REREBEES B2 Lee and Lee
TrustZ{Z5EA ° Lee and Lee TrustiZFlBf A £E 2 74.95% %
(EPBREEAE LA AAED) RALERIEREZEHES
SEHEB 2B -

3. MMA$ 5 N2 7]235,140,00004 8510 - MMABRMEREERE
WA - At - MERTEREBREEZETHMMAR S Z R HiE

Z5 o

B EAEEN  RoF—tF+-A=1t—R EEFLTNE

BEMEMALTRARRSAEMEEEZE(EEREFRAE K
PIEXVER) Z Bty ~ BRADTA T A Z MR IESFTHER
BESRAEGROIEXVEBZRE - BRAARRHWEHEKE 2 S

HAR -

owned subsidiaries.

2. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the
trustees of Lee and Lee Trust, being a discretionary trust. The Lee
and Lee Trust controlled 74.95% interest in AGL (inclusive of Mr.
Lee Seng Hui's personal interests) and were therefore deemed to have
an interest in the said shares in which AGL was interested.

3. MMA holds 235,140,000 shares of the Company. MMA is wholly-
owned by Mr. Lin Wan Qaing. Therefore, Mr. Lin Wan Qaing is
deemed to have an interest in the said shares in which MMA is
interested.

Save as disclosed above, as at 31st December, 2017, the Directors
are not aware of any other persons, who have interests or short
positions in the shares, underlying shares of equity derivatives or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the SFO) which would be required to be
disclosed to the Company pursuant to Part XV of the SFO.
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Management Agreement

On 20th November, 2015, an investment management agreement
(the
the Company and YMIM, which was approved by the Shareholders

“Investment Management Agreement”) was entered into by

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, 2017, (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 (i) Mr. Warren Lee Wa Lun was common director of the
Company and YMIM.

For the year ended 31st December, 2017, management fee and
performance fee of HK$19,288,000 and HK$1,916,000 were paid
or payable to YMIM by the Group respectively.

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:

(@  inthe ordinary and usual course of business of the Group;

(b)  on normal commercial terms or better; and

(0 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.
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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 29 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 risk management, internal controls and financial reporting
matters, including review of the annual report for the year ended
31st December, 2017.

Nomination Committee

A Nomination Committee has been established by the Company
to review the 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.
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Remuneration Committee

A Remuneration Committee has been established by the
Company to consider the remuneration of the Directors and senior
management of the Group. The Remuneration Committee 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,
2017.

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.

Donations
The Group made charitable donations of HK$146,000 during the
year.

Auditor
BDO Limited (“BDO") 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, 2017 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, 19th March, 2018
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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 and Corporate Governance Report (the “CG
Code”) in Appendix 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange of Hong Kong”) as its own
code on corporate governance practices. The current practices will
be reviewed and updated regularly to follow the latest practices in
corporate governance.

In the opinion of the Board, the Company has complied with
the code provisions of the CG Code during the year ended 31st
December, 2017.

Directors’ Securities Transactions

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

Board of Directors

The Board currently consists of 2 Executive Directors, 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 date of re-designation
under Rule 3.13(7) of the Listing Rules. From 2nd June, 2017,
Mr. Lee fully satisfies the independence criteria under Rule 3.13
of the Listing Rules.

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.

21



HIREARAT FH2017

TEERRE
CORPORATE GOVERNANCE REPORT

EEE(E) Corporate Management (continued)
i. BEEE(E) i.

Board of Directors (continued)

22

RANERETHAESSENAME R REESEE
EREFHIEDNBEMEN - ARFAEMNEZRERE

BEKE REZBEGNENFMEZ B SKE ARER
BYBXEHE THARFRAEAHER  LEBAF

MWE LT THETT

E=gCAEETRZRERTESSEHES -

—CFEFEEHERNEFOLEE

Number of meetings

ERRE

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 2017:

Executive Directors

HITEFE

Warren Lee Wa Lun (Chairman)
FERERE)

Mark Wong Tai Chun

F R

Non-Executive Director
HHITEE

Arthur George Dew
EE

Independent Non-Executive Directors
BUHIHITEE

Albert Ho

fAIHRAR

Peter Lee Yip Wah

FEE

Louie Chun Kit

B A

4/4 100%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

R-ZF-—LHFERRTIEEFTEENEH - KOEF—
IR e %% EMERAANMAESHLED14B 28
Mo BREAERELFEERE  MABESTHERESED
SREAMASE - EFFNMHEARERAEDIRER
B URRESEHERASHEHIXMFEASERIEL
DR -

4 regular Board meetings had been held in 2017 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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Corporate Management (continued)
Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management

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

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
REER
BHEASR
SHEH HE SHERERRNES
HEAM LT AR T BEZERENE

Bx REBENE ERE '8
Executive Directors
HITES
Warren Lee Wa Lun
FEfR 7 7
Mark Wong Tai Chun
TR v v
Non-Executive Director
FEITES
Arthur George Dew
INEEE v v
Independent Non-Executive Directors
BYkBITES
Albert Ho
fAJHRAR v v
Peter Lee Yip Wah
FRE v v
Louie Chun Kit
B R v v
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Corporate Management (continued)
i Board of Directors (continued)

(a)

Roles and Responsibilities of the Board and
Management (continued)

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

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

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

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

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

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

The Board had considered the following corporate
governance matters for the financial year 2017:

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

- review all policies and practices adopted by the
Company;

- review of the compliance with the CG Code;
and

- review of the effectiveness of the risk
management and internal control systems of the
Company through the Audit Committee.
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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:

(@)  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;

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

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

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

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

(@ to review the Group’s financial controls, 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.
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Corporate Management (continued)

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

(@  reviewing the 2016 annual results and 2017 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 2016 annual financial statements and 2017
interim financial statements;

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

(d)  reviewing and approving the 2017 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;

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

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

(h)  reviewing internal audit report and plan; and

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

As at 31st December, 2017, 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 2017 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)

Audit Committee (continued)
Attendance of individual members of Audit Committee at
audit committee meetings in 2017:

Albert Ho (Chairman)
(CENE D)
Arthur George Dew
NEEA

Louie Chun Kit
EEas

Peter Lee Yip Wah
FHE

3/3 100%

3/3 100%

3/3 100%

3/3 100%

REZES

EXeCRURBZEGUNE ETRARA—RBL
FWTESEIEF - REZESHANAKEHEK
BB SETERMRMEE(ZERLE) FEER
EREERERLE  ARFATEFKDELLE - ZERE
BEERHFTMERABITERTS -

REZBEZIZMENBER

LPEBFERNEFEORE - ABRMAK (B
CH BN ERIE)  WRERRE A A RRN
ARIEMEAHEFSRHNEEIRTEE

(a)

R

by VEAEGEARIUEAEZEEFENENALT I
EREZEBATHAZESSIRERNESTSRHE
B

(@ FHZELIFRTESNELIE &

d HEFZEREFZEUREZR(LERIERS
BITBRABR#EEFTIRNESFSREES -

o
I8 Hi

ZLZB e BEBRECDRARRREBHELA
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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;

(c)  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)

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.

Two nomination committee meetings were 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, (v) terms of appointment of
non-executive directors (including independent non-executive
directors); and (vi) 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.
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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.

One remuneration committee meeting was held in 2017 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 13 to the consolidated financial statements on pages 99 to
101.

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 (jii) 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
2017 were sent to the Shareholders at least 20 clear business days
or 21 clear days, whichever is the longest.

Certain Directors, including the Chairman of the Board, 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 23rd May, 2017 to
answer questions from the Shareholders. The Chairman of the Board
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 2017:

AGM
BRRBFAE

Executive Directors
BITES

Warren Lee Wa Lun (Chairman)
FER(EE)

Mark Wong Tai Chun

TR

Non-Executive Director
FHTES

Arthur George Dew
WERIE

Independent Non-Executive Directors
BAFHITES

Albert Ho

AR

Peter Lee Yip Wah

FERE

Louie Chun Kit

EIEG

11 100%

11 100%

01 0%

11 100%

11 100%

11 100%

AAREERRBERG IR _E—N\FRA-T—RASET -
g FRENARHNVBIRETRETRR

EIRIRRAE
ARBINAIEE RHREBR RIBCRA S B R -

RIE A FHEDI (BBANIE622% ) ([ BA R FIED ) E 56614 -
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ENEENEELE  KUERREZ ARSI NS L1E
2RBEXAK « ZEFRAIEBEE TR XM - AT
TEIXHREFERAFTETARA] - HEABEHERZA
TR e

The forthcoming AGM of the Company will be held on 21st May,
2018 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.
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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, 2017.

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, 2017, 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:

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

o The Audit Committee of the Company reviews 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
to the Company’s auditor, BDO Limited (“BDQO"), also auditor of

Rl EB 20T - subsidiaries of the Company, are set out as follows:
Services rendered Fees paid/payable
RALH RS et EGEA
HK$'000
THETT
BDO
BEMIERE
— Audit services
—ZER 284
— Other non-audit services
— H b JERZBURTS 94
378

EERGEMERERFSMBERERZEE

EFCERREGAMBBRIDIBF AL - ZEEESY
BERRELREZATERANFUREEFEI9R 2B R

BE -

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
44 10 49.



RIE - HERERBESE

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

T3 8t I R

HTREERAFMEERABRRAERM L AIFENEE - 1
s - RABEE - RAMENERESHRMARREBD
HRELPE FANEMESLFERAIER - HMABRE
HEMRBNAFERR  UBNEZERANERRMER R
ERR D e RARARZB—RF+—ARA—EHESE
REE  EPeRHEMANMERSTEYR  BEHE  ’RRER
HERHIEZRA -

AREMAEENIHEERBESEENBARERES &
HEENEE-S—+F+A=Z+—HILFELERE  1g
RER(ESGNEENHAEREAMARIEAFEESE - K
BERHEBRAFRARBEENOER

HREEE
FrpEiE R EEIDRBEE BB A X MER AR MAME) L
BITACGRR - g MEAMREIESID(TESGHREIES| MmEL o

EEMERESESA

RIBESGHREHESIMREMNZERRE R ERBIERERE - U
TRERRHEENS AEZUMBMIENZEESE - KRE
EENBERUAMBNEL2ENETERIEBLRT - REE
EEMER  ARSEEANRBER REREREREIINT

BEXREBEEE
HEEHEEIE (EMBS) — MW E - BHRESIEZEB5.1 - B5.2

RE)5(BEB7)—ARIE - BRENIEERT .2

HibtAREHE

P (BEA1) —RRIRE

EREAEEA2) —REE - BISERIEIRA21
RIERRRER(EEA3) —MRIFE - BSHERIER A3

EfE(EBHEB) — iR
fRREZ 2 (EHEB2) — MR
R NIEI(BHEBR3) — AR - BIHAEUEIZBE3.1 - B3.2

S TEL|(BHEBA) — R EE
EmET(EBEB6) M E - FHENIEIZR6.2  B6.5
RS E (EMBS) — M T - RARAEMIEIZBS.1 « B8.2

Approach and Strategy

SHK Hong Kong Industries Limited believes in delivering long term,
sustainable value creation to our shareholders. In doing so, we
recognize that the choices we make will have an impact on the
communities in which we carry on our business and we should
make such impact a positive one. We are committed to contributing
to the sustainable development of society and the environment,
and endeavour to embrace these principles as part of our practice
and governance. The Company has adopted a Sustainability
Policy in November 2016 which covers our principles in the area
of employment and labour practices, business integrity, the
environment and the community.

This report outlines the Group’s sustainability initiatives and selected
Key Performance Indicators (“KPI”) that are material to the Group
and its stakeholders on Environmental, Social and Governance
("ESG") issues for the year ended 31st December, 2017. This report
supplements information disclosed in this Annual Report.

Reporting Scope

The subject areas and aspects are presented based on the
“Environmental, Social and Governance Reporting Guide” for listed
issuers published by The Stock Exchange of Hong Kong Limited (the
"ESG Reporting Guide”).

Materiality Assessment And Stakeholder Engagement
Amongst various environmental and social issues based on the
ESG Reporting Guide, the following is the list of issues that are
considered to be material and relevant to the Group. The priorities
are set based on management’s view as well as certain conclusions
from our stakeholders’ engagement. Based on management’s view,
the aspects and KPIs relevant to this report’s disclosure are set out as
follows:

Material and relevant issues:

Supply chain management (Aspect B5) general disclosure, KPI B5.1,
B5.2

Anti-corruption (Aspect B7) general disclosure, KPI B7.2

Other relevant issues:

Emissions (Aspect A1) general disclosure

Use of resources (Aspect A2) general disclosure, KPI A2.1

The environment and natural resources (Aspect A3) general
disclosure, KPI A3.1

Employment (Aspect B1) general disclosure

Health and safety (Aspect B2) general disclosure

Development and training (Aspect B3) general disclosure, KPI B3.1,
B3.2

Labour standards (Aspect B4) general disclosure

Product responsibility (Aspect B6) general disclosure, KPI B6.2, B6.5

Community investment (Aspect B8) general disclosure, KPI B8.1,
B8.2
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Materiality Assessment And Stakeholder Engagement
(continued)

All other KPIs not mentioned above were considered not relevant for
detailed disclosure.

The following ESG issues are presented based on the classification of
provisions by the ESG Reporting Guide.

A. Environmental Issues
The Group's Sustainability Policy encompasses our general approach
towards environmental issues. We endeavour to:

- observe relevant laws and regulations and aim to go beyond
minimum requirements;

- prevent/minimize air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous
and non-hazardous waste;

- make efficient use of resources, including energy and water;

- minimise the impact of the Group’s activities on the
environment and natural resources; and

- engage our staff and partners to promote environmentally
sustainable business practices and constantly re-assess our
processes to minimize environmental impact.

Emissions (Aspect A1)

The Group is not involved in any manufacturing activities. Emissions
produced are mostly on a “second degree” basis as incurred during
occasional business travels.

In line with our policy to minimize air and greenhouse gas emissions,
major operations are equipped with audio conferencing facilities
to minimize the need for face to face meetings and keep business
travelling to a minimum.

There are no relevant laws and regulations applicable to our business
on this aspect.

Use of Resources (Aspect A2) and The Environment and
Natural Resources (Aspect A3)

We place a high priority on the efficient use of resources. With
only 6 directors (including 1 staff member)
we consume limited amounts of electricity and paper. Water

across the Company,

consumption is not material to our business as it relates only to the
personal consumption of our staff for their personal hygiene.
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A. Environmental Issues (continued)

Use of Resources (Aspect A2) and The Environment and
Natural Resources (Aspect A3) (continued)

Environmental protection guidelines in relation to energy savings
and reduction in paper consumption are circulated to all staff and
the investment manager. For instance, staff are reminded to switch
off lights and equipment after work, during lunch break or during
the time working outside the office and wherever possible. Energy
efficient office equipment is always preferred in making purchase
decisions. During 2017, the Group's total electricity consumption
was below 5,000 kwh.

Throughout the Group, the following business processes were
implemented whenever possible to improve efficiency and to reduce
paper usage:

- Electronic bank and broker statements

- Recycling schemes of office equipment and supplies

- Internal electronic administration and communication
platform

Recycling scheme for paper has been launched within the Group.

Except for the abovementioned, the Group’s businesses have no
direct impact on the environment and natural resources.

B. Social Issues

Employment, Health and Safety and Labour Standards (Aspect
B1, B2, B4)

Being in the financial services industry, our people are our most
important assets that drive the long-term development and
sustainability of the Group. The Group's policy on employment is as
follows:

- observing relevant laws and regulations;

- being an equal-opportunity employer, implementing fair
practices relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits
for our staff;

- providing a safe, healthy and quality workplace and
protecting employees from occupational hazards;

- promoting a good work-life balance for staff;

- investing in training and professional development of our
staff for the purpose of improving their knowledge and skills
for discharging duties at work; and

maintaining an open dialogue with our staff, facilitating a
transparent two way communication.
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B. Social Issues (continued)

Employment, Health and Safety and Labour Standards (Aspect
B1, B2, B4) (continued)

In Hong Kong, the Group’s employment of staff is governed by the
Employment Ordinance, the Minimum Wage Ordinance, as well as
the Employees’ Compensation Ordinance. The Group has no known
non-compliance with the above relevant regulations.

Our compensation and benefits (including working hours, rest
periods, welfare) need to be competitive with other peers in the
financial services sector and in general exceeds the minimum as
required by the relevant regulations. Owing to the nature of our
businesses, work related injuries, occupational health issues and the
incurrence of child labour are not significant risk factors.

Further information on the Group’s human resources is also detailed
in the Management Discussion and Analysis section of this Annual
Report.

The Group endeavours to provide a safe and pleasant working
environment for our staff. On top of this, for community service
purposes, the Group also participates in various donation activities
organised by the Community Chest, World Wildlife Fund and The
Women's Foundation.

As at 31st December, 2017, the Group has a total of 6 directors. By
gender, 100% male. By age group, 50% and 50% between age
group of 46 to 55 and over 55 respectively.

Development and Training (Aspect B3)

The Group is committed to fostering a culture of continuous
learning in our organisation. Heavy emphasis is placed on staff
training which is tailored to equip our workforce with the necessary
knowledge and skills relevant to their work, as well as to build our
talent pool. Management is involved, together with professional
trainers, in designing training programmes that meet the demands
of the work place. Training content during 2017 includes an update
of listing rules and corporate governance code.

Supply Chain Management (Aspect B5)

The Group interacts with a number of business partners such as
law firms, securities brokers, tax advisors and consulting companies.
These are not considered to pose significant social risks for our
business and procurement decisions are based on pricing, suitability
as well as the reputation of suppliers.
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B. Social Issues (continued)

Product Responsibility (Aspect B6)

Comprehensive policies and procedures have been implemented to
facilitate a responsible and efficient investment process. We perform
rigorous assessments and monitoring during pre-acquisition, hold
and exit phases with an aim to identity, assess and mitigate relevant
investment risks and achieve the targeted returns. Investment
opportunities are subject to stringent screening in line with our
procedures by the investment team, comprised of experienced
professionals, to ensure our investment decisions are prudent,
consistent and impartial.

We strictly protect the confidentiality of non-public material
information. All staff members are reminded of the importance of
keeping confidential any aspects of the Company’s business and
the need to comply with the requirements of confidentiality. Non-
disclosure agreements are signed with the counterparty where
applicable to prevent leakage and loss of confidential information.

Anti-Corruption (Aspect B7)

A Whistle Blower Policy has been established to facilitate employees’
direct reporting of any unlawful conduct, any incident of corruption,
avoidance of internal controls, incorrect or improper financial
or other reporting to senior management. This policy is either
circulated in employees periodically or placed on the corporate
electronic platform of the Group to facilitate employees’ easy access
and reporting.

Community Investment (Aspect B8)

We strive to excel and undertake the responsibility of a good
corporate citizen contributing to the community by encouraging our
staff to enroll in charity and social services.

The key activities in 2017 include Hong Kong & Kowloon Walk for
Millions and Walk for Nature. We hope that through the volunteer
activities, we can help the underprivileged in the community, by
offering our care and concern. Through the latter educational
fundraising event, we aim to engage our staff about the need to
protect Hong Kong's local natural environment.

During 2017, the Group also sponsored the activities organized
by The Women'’s Foundation and made direct donation to Chi
Heng Foundation because we share the similar missions with these
organisations. Everyone deserves to be treated equally no matter
their gender or background. The Women's Foundation strives to
improve the lives of women in Hong Kong by challenging gender
stereotypes, empowering women in poverty and advancing women
leaders. Chi Heng Foundation aims to create a harmonious, equal
and healthy society by operating projects in education and care for
children and adults impacted by AIDS.

In addition, the Group donated to The Founders and Veterans of
The Hong Kong Junior Police Officers’ Association for the welfare
of retired policemen and to The Chamber of Hong Kong Listed
Companies for supporting the Hong Kong corporate governance
excellence awards in 2017.
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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 “Group"”) set out on pages 50 to 147, which
comprise the consolidated statement of financial position as at
31st December, 2017, and the consolidated statement of profit
or loss, the consolidated statement of profit or loss and other
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, 2017 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
under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of the
Group in accordance with the HKICPA’s “Code of Ethics for
Professional Accountants” (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We
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$304 million as at 31st December, 2017 and included listed
and unlisted debt securities with fair values of HK$136 million and
unlisted equity securities carried at fair values of HK$107 million.

Financial liabilities at FVTPL are derivative financial instruments
carried at fair value of approximately HK$5 million consist of debt
issuers’ call options embedded in listed and unlisted debt securities.

The valuations of available-for-sale financial assets carried 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 as
fair value 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, uncertainty and judgment. These financial instruments
are material to the Group.

Refer to notes 3.10, 3.11, 3.16, 4, 17, 24 and 32 to the consolidated
financial statements.
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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;

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

° 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:

. 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.

. 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)

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

° 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.

° 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.

° 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, 19th March, 2018
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HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2017 2016
S —E-RF
HK$'000 HK$’'000
FHExT AT
Revenue
WA 5 19,026
Other net income/(loss)
HAWA,/ (B518) 558 6 (48,190)
Administrative and other operating expenses
THRREMEEER 8 (30,348)
Share of loss of associates
JEREE S A RIEE )
Loss on disposal of joint ventures
HEAERAER 7 (14,067)

Profit/(loss) before income tax
RSB ADRR, (B8) 8 (73,588)
Income tax expense

FrSTRIX 9 -

Profit/(loss) for the year
REEBRRN(ER) (73,588)

Profit/(loss) for the year attributable to:

KEEGEF (BB LS -

Owners of the Company

ZA/NGIE 2SN (73,565)
Non-controlling interests

FEIE AR A 2 (23)

Earnings/(loss) per share attributable to the owners of
the Company (HK cents)
KAREEARESRERN,(FE) GBIL) 11
— Basic
%\ (1.79)

— Diluted
—#E (1.79)
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GERaRkHEMEEIER
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2017 2016
—E—tF ZE—RF

HK$°000 HK$'000
FBT FBT

Profit/(loss) for the year
AERHEF,(EE) (73,588)
Other comprehensive income/(expenses)
Hip2mEzE(BH)
Items that may be reclassified subsequently to profit or loss:
RENHEEFr HEHm2HEE
Change in fair value of available-for-sale financial assets
AHEERBEE 2 A EEE (32)
Reclassification adjustment for realisation upon redemption of
available-for-sale financial assets
HER A HEENBEEREREMEN D AAR (906)
Share of other comprehensive income/(expenses) of an associate

[EE—MBE ARz K2 ks (BH) (253)

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

BBz AFEAMEERE (BA) (1,191)

Total comprehensive income/(expenses) for the year

FEERERE(EH) AR (74,779)

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

FEEZEWE(BR)BHEELS :

Owners of the Company

RATEB A (74,645)
Non-controlling interests

IR 25 (134)

(74,779)
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e BRI R
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-Z—+%F+-A=+—H As at 31st December, 2017

2017
—E—tF

Notes HK$'000
HisF FE T

ASSETS AND LIABILITIES
EERAE

Non-current assets

FRBEE

Interests in associates

RERE N F) S 16 3,880
Amount due from an associate

JE U — I ES & A RIRIA 16 8,609
Available-for-sale financial assets

A ENIEEE 17 385,350

397,839
Current assets

RBEE

Available-for-sale financial assets

AHHERBEE 17 -
Other receivables and prepayment

Hofth YR R FA AT IR 18 443
Financial assets at fair value through profit or loss

RAHEVRRERSRERE 2 B EE 20 551,607
Cash and cash equivalents

RERRLEEY 21 245,222

797,272
Current liabilities
RBEE
Other payables and accrued expenses
HAith JEFT 7 &% e =t & 22 23,753
Amount due to a holding company
R—EHEIR R RIFIE 23 317
Amount due to a fellow subsidiary
R—EE M B A FIRRIEA 23 5,393
Financial liabilities at fair value through profit or loss

BRAFEIIRREBRRREE 2B RE 24 10,454

39,917

Net current assets

REBEERE 757,355

Total assets less current liabilities

EEHABERABASE 1,155,194

Net assets

EEFE 1,155,194
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LA N L

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RZZT—+tHF+=A=+—H Asat 31st December, 2017

EQUITY
Rk

Equity attributable to the owners of the Company
AAREEAEGRER

Share capital

2017
—E—+tF

2016
—E—RF
HK$'000
FAT

HK$'000
TR

Notes
Mzt

(L 25 918,978

Reserves

Gl 26 235,302
1,154,280

Non-controlling interests

eI A 914

Total equity

B 1,155,194

Net asset value per share attributable to the owners

of the Company (HK$)
AAREEAELEBREERECGET) 27 0.28

FSOEEFMTEZERUBHRREARRESS([EEE])
RZEB-N\F=ZATIRIERRETIE  IHTHNEELR

BE

Warren Lee Wa Lun

FER

Chairman

TE

The consolidated financial statements on pages 50 to 147 were
approved and authorised for issue by the board of Directors of the
Company (the “Board”) on 19th March, 2018 and are signed on its
behalf by:

Mark Wong Tai Chun
EREH
Director

EZE
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GEERBER

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

Equity attributable to the owners of the Company
NG NG

Investment
revaluation
reserve
REEfRE
(Note 26)
(B5E26)
HK$'000
TiEn

Capital
contribution
reserve
EAB AR
(Note 26)
(HtzE26)
HK$'000
TiEn

Share
capital
e
(Note 25)
(HizE25)
HKS'000
iR

At 1st January, 2017
“TE-A-RRE

Translation

Non-
controlling
interests

iR

Dividend
reserve

RERE

Retained
earmnings

REEN

Total
an

reserve

EXRE

HK$000
TER

HK$000
TER

HKS'000
TER

HK$'000
TER

HK$000
TER

HK$000
TER

Profit for the year
AEREN
Other comprehensive income:
Hth2mEiE -
Change in fair value of available-
for-sale financial assets
ARNENBEECATERD
Reclassification adjustment for realisation upon
redemption of available-for-sale financial assets
RERm LS HEERER
MENHERE
Share of other comprehensive income of
an associate

AR AT A 2EhE

Total comprehensive income for the year

RER2ANELE

Interim dividend declared (Note 10)
ERPEREHZ10)

Transactions with owners

BRAEAIZS

At 31st December, 2017
“E-tFT-A=T-REE

* RZE—HFEF A=+ H  WEEHEE423,481,000/8 TTHERK
RERA BT TEAR R 2 (S ©

*

The aggregate amount of these balances of HK$423,481,000 represents
the reserves in the consolidated statement of financial position as at 31st
December, 2017.
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MeERBER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HE-Z—+F+=-A=+—HLFJE For the year ended 31st December, 2017

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

ES2)

Capital Investment

Share contribution revaluation Translation Retained

capital reserve reserve eamings
RE BERGARE RESMEE IE 5 e RE B
(Note 25) (Note 26) (Note 26)
(Fif7E25) (Fifz£26) )
HK$'000 HK$'000 HKS' OOO HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT THT TET TET TET TET T8

At 1st January, 2016

“E-NE-A-REE 918,978 367 24,556 32 284,992 1,228,925 1,048 1,229,973
Loss for the year

TEEFR - - - - (73,565) (73,565) 23) (73,588)
Other comprehensive expenses:

HE2EER:

Change in fair value of available-for-sale

financial assets
AR ENBEE AT ERY - - (32) - - (32) - (32)
Reclassification adjustment for realisation upon

redemption of available-for-sale

financial assets

RER A HENBEERE

MEFHERE - - (906) - - (906) - (906)
Share of other comprehensive expenses of

an associate

e AR K2 EER - - - (142) - (142) (1) (253)
Total comprehensive expenses for the year
rEEREER - - (938) (142) (73,565) (74,645) (134) (74,779)
At31st December, 2016

“E-A~F+-A=t+-BKE 918,978 367¢ 23,618t (110) 211,427¢ 1,154,280 914 1,155,194

t RITE-—RNF+ZA=+—8 - WE4EHRIRFE235,302,0008 T ¢ The aggregate amount of these balances of HK$235,302,000 represents
E/\\,f% ﬁﬁﬁ%ﬁﬁ/ﬂﬁz & - the reserves in the consolidated statement of financial position as at 31st
December, 2016.
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s # TV

GAERERER

CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2017 2016
—g—tF T AT

HK$'000 HK$°000
TERT FTAT

Cash flows from operating activities

REXBHSRE

Profit/(loss) before income tax

FTSBiAT= R, (E518)

Adjustments for:

STFEBELFE

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

BE A EMEEE 2 # R

Listed investments dividend income

FREREMA

Interest income from available-for-sale financial assets

AT EITE B E 2 M B A

Interest income from bank deposits

RITIF A B HA

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

BRATEIIRREBREEE s WBEERABZ ATEME) HE

Exchange (gain)/loss

&5 (Mas),EiE

Share of loss of associates

JEREE S A RIEE

Impairment on amounts due from joint ventures

FENS & & A FI5RIE 2 FEAR

Loss on disposal of joint ventures

BEAERAER

(73,588)

(955)

(5,021)

(12,554)

(1,451)

53,875

128

956

14,067
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GAeRERER

CONSOLIDATED STATEMENT OF CASH FLOWS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

Operating loss before working capital changes

2017
—¥—-+tF

HK$°000
TERT

2016
ZE—RF
HK$'000
FAT

Rt EEESH PR 2 KLER (24,534)
Decrease in other receivables and prepayment

Hth e Yo R I8 K TR SRIER A 9

Decrease in security deposits

RHRE DR 6,290
Increase in other payables and accrued expenses

H At FEAT 5% JE ST & FRIE N 22,416
Increase/(decrease) in amount due to a holding company

R—EERARFIEE I, G A) an
Increase in amount due to a fellow subsidiary

R — R R K E A B FIAE N 302

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

RAHEIRNERGREEZ B EENBEED 58,537
Cash generated from operations

REEBELZES 63,009
Dividend received

B R 5,021

Bank interest received

EHERITH R 1,451

Net cash generated from operating activities

MEEBEE RS FE 69,481
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GEHTRER
CONSOLIDATED STATEMENT OF CASH FLOWS

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2017
—E—+tF

HK$°000
TET

Cash flows from investing activities

REXBZRERE

Purchase of available-for-sale financial assets
BARHEEMBEE

Proceeds from disposal of joint ventures
KEHEEERRIZAEHIEA

Dividends received from an associate

ke —HEE R E 2 RS

Proceeds from redemption of available-for-sale financial assets
BE A EM IS EE 2 IS FIE

Interest received from available-for-sale financial assets

I EMTE B E Z E WS

Increase in amount due from an associate

JRE U — Fei g & 2 B FRIA S AN

Distribution out of capital from available-for-sale financial assets
HAHEENBEE 2 EARD#

Interest in amounts due from joint ventures

FEWE & A RIFRIEIE N

2016
ZE—RF
HK$'000
FAT

(139,826)

35,120

169

7,755

2,814

800

(45,000)

Net cash generated from/(used in) investing activities

REXBEE /(A ZRLFHR

(138,168)

Net increase/(decrease) in cash and cash equivalents
ReRBELEEYEM CRD)FE
Cash and cash equivalents at 1st January

R—A—BZREREESEEY

(68,687)

313,909

Cash and cash equivalents at 31st December

RTZA=+—-RZRERAEEED 21

245,222




e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

1.

—REHR

FITREBRAR(ARR D R E B R AIR
EB2AREBEMTRAR - ARR MR EERARRE
DRI AR EBFETITE138HRHARESRES
1801 E - AR ZBHOREBHERZHMERAR
([BBHRAT]) £ -

BHE_Z—+tF+_A=1+—"HBLFE ARARZEQ
AARBRIZEEAMK I ZEBER AR RAARZ
BREBARAMAEEERAR(HEER]) Ba
EEAEHETBAMKIZARLETERAR « AR
B Z 35 H) 75 BlLee and Lee TrustZ{E5EA © Lee and
Lee TrustZErEAZ E B & E Mt AEBETELITE
13858 A R RN E 2448 -

ARAREMBAR(REAIARE D RFAZIER
BERERERLETRIFLTZERMTA -

RAFTRNEBIT 2 BERMBREEN(EFEY
BmELERA )

21 RAEETERMBREEN-—F-—+F—
A—HBEX

RAFEE  ARECEREATIHELER
fhAg((BEEEMAE])MEMZEETR
BYBHRERER  HEAEENR _T—LF—
H—BfnzFEHMB M BERRAMLAR -

BERGLERER  REHE

(f&57T)
BRGIERF 2R HRERBREDELT
(f&5T) MEBE

RNZEEETREMBREEAHARE
MBHRRABEATE -
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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 and for the year ended 31st December, 2017, 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, 2017

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, 2017.

Amendments to Disclosure Initiative
HKAS 7

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

The adoption of these revised HKFRSs has no
significant impact on the Group's financial
statements.
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e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2. RAFTREBIT2EREMBREEN(EEY

B|mEER D) (&)

2.2

B A8 45 1 8 R AR RN RTRIERT BB M I 3R

HEA

TFIrAl g A M B mAR A MHORT T HE
AIEAMBEME LG CEM - R RER
RIEREBIRFRM -

BEM BRI FER
B (ARMBRERE
LEQ)REELR
B (ARMBRERE
LEQ)REEN

LRTA
NEZHRBNRE

GBI REE B IRH
fRIE?

BEMBMELN BT BEABREER
—TEERE
“E-RFEBz
FEME

BBIE RS R EN
pd H
BB BREERIE 105

REERBUERERE

RBEEABENFR

LEEGHEAENE  AERFEZREHER
ZIEFT ANEE

' MR- NF—A—BRZEFIGHFEH

AR

2 RZZ—NF—A—BRZEFIGHFEH
A

3 ZEETREN_T-ANF-A—H=HZE&

BRI £ - M BB EWRT B
B - RPEAZFEETRAR -

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

2.2

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

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

HKFRS 9
HK(IFRIC) Int 22

Financial Instruments'
Foreign Currency Transactions
and Advance Consideration’

HK(FRIC) Int 23 Uncertainty over Income Tax

Treatments?
Amendments to HKFRSs ~ Annual Improvements to

HKFRSs 2014-2016 Cycle
Amendments to HKFRS 9 Prepayment Features with

Negative Compensation?
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its

Associate or Joint Venture3

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

2 Effective for annual periods beginning on or after
1st January, 2019
3 The amendments were originally intended to

be effective for periods beginning on or after
1st January, 2016. The effective date has now
been deferred/removed. Early application of the
amendments of the amendments continue to be
permitted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

2.

RAFATNEBIT 2 BERMBREEN((EFEY

B|EED ) (#F)
22 EEMAERRERNHTRETEEHER

HER ()

BERUBBEENFIR -SRMITA

BEMBHREEYNEIRSESRMEEN AR
FAENHRE REBRABEEEMENR
WERE KR RO ER TRCGEHRBF) U
LRAEARSRNANGKRAEAINEAE R
RAEEASNBNEE TA(RORSREFE
A) o —RIDEENAG E - MR EREBES
MENRTAERKBRAORERARBESRE
EE  AFAANRASREHAGENERTA
AR R FER AR M 2 W (TR A FERA
Hip2mE¥a )5t E - BRARISEREE
HA AT REEREE - UIRAFEF AR BEE
Wt BXIFFHFEEMNRATR - AR
B MR T ARRAFEF ARG ([RAF
Bt ABE DA E -

BRMBHMELEYFISRMA IR A FET AR
G ASREEMATNEREERERS
(BMRBBEHERFEIRNEELEHEEN)
AREH) —REDPGETHRE - ARERRIE
BRAB IO RREEREIRES °

BN BHREEAESEREE G ERIZE39
RETHBRENER  DBNMTERE
BERAFEAABENTBEEERI  Ma
BEERREHSIBNAFEESHEENEM
2HEHWEER  BIFFELRBASTHAR
BRAERR © teoh - BB BEMEER LR
BEBGTEUNEIRKR IR BEERE
BERRE °
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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

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.

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.
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2.

—E—+tF+=A=+—HLLFE For the year ended 31st December, 2017

RAFMTNEBIT 2 BERMBREEN([FEY

B|EER ) (&)

2.2

BEMM R RERPIHET BT ERBUER
HER ()

ERPBEREENESR -SRMTA(E)

74 55 B 91 25 7 B 75 90 4 B O SR B 1 ) 205
i ARERBOBESTELED 0T :

(a

DL E

RNE BB REERNEINE - A&
BRI BRI HHENHTEEN LT
K ETMEBRBHFBHERAFERTA
Hth 2w Wk i B 5 B B 0 JR AR
ZEVBEENGRIET AT
REBREBE - HRAKBE AT KD
REAFEFAHEMCEZERENEHE
EMNEHRES  ARBEUENMERES
BAFEFABSAR ZE2REE
Z A EZBRENREHER o

RS B ATDIE AR A TES B
BEEM FhRARLBRERS
RS - RIBTBH GRS EAE
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EERATE -

AARBIZ AT EAEX D BARATHD
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WAFEFARMEEKE o FAFHRER
MEBYBERELEREIRR  ZFY
BEENDBEAEBRTEXIITE -
A BERAFEFARMEERE
M EEN R ATFEEZSETIEE
et ABa - RMMNRESHRBMER
BEM 2 R -

RAEER _F—tF+_A=1+—H
ERAHBESBERTTHEENHEE
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BWEEAFRE - BRAKAEE I
EWBRARE NG RBERS A EAR
REBAIF EMIRAZ S - BrFZFIE
ERBRAESFKIEE /BRI FEFAR
fEERENMBEE -

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)

A preliminary assessment of HKFRS 9 performed by
the Group, which is subject to changes arising from
a more detailed ongoing analysis, is as follows:

(a) Classification and measurement

The Group's listed and unlisted debt
securities currently classified as available-
for-sale financial assets which satisfy the
conditions for classification as financial
assets at FVTOCI will not be significantly
affected in respect of the accounting
treatment, upon adoption of HKFRS 9. For
the Group's debt securities which may not
be classified as financial assets at FVTOCI,
the Group must account for the debt
securities at FVTPL. Change in fair value for
these financial assets will be recognised in
profit or loss.

The Group's listed equity securities currently
classified as financial assets at FVTPL
will continue to be classified under this
category. The measurement requirements
for financial assets at FVTPL under HKFRS 9
are largely unchanged.

For the Group’s unlisted equity securities
measured at fair value and classified as
available-for-sale financial assets, a FVTOCI
election is available. It is expected, upon
adoption of HKFRS 9, the classification and
measurement of these financial assets will
not be affected. However, cumulative fair
value changes on the disposal of financial
assets at FVTOCI will no longer be recycled
to profit or loss, but instead transferred
between investment revaluation reserve
and retained earnings.

With respect to the Group's unlisted equity
securities measured at cost and classified as
available-for-sale financial assets as at 31st
December, 2017, upon adoption of HKFRS
9, limitation circumstance by using the cost
estimating the fair value of unlisted equity
investments would not apply to the Group'’s
unlisted equity securities. It is expected
that these unlisted equity securities will be
designated as financial assets at FVTOCI.
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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)

(b) Impairment

HKFRS 9 requires an impairment test on
debt instruments recorded at amortised
cost or at FVTOCI, lease receivables, loan
commitments and financial guarantee
contracts that are not accounted for at
FVTPL under HKFRS 9, to be performed
based on an expected credit loss model
either on a twelve-month basis or a lifetime
basis. The Group expects to apply the
simplified approach and record lifetime
expected losses that are estimated based
on the present value of all cash shortfalls
over the remaining life of all of its trade
receivables. The Group will perform a
more detailed analysis which considers all
reasonable and supportable information,
including forward-looking elements, for
estimation of expected credit losses on its
trade receivables upon the adoption of
HKFRS 9.

The adoption of HKFRS 9 might have
an impact on the Group’s financial
performance and financial position,
including the measurement of financial
assets and disclosures. In particular, the
adoption of an expected credit losses
impairment model might result in earlier
recognition of credit losses of the Group's
trade receivable.
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2. RAFTUEBT2EEMBEEEEMN(EEM 2. Adoption of New or Revised Hong Kong
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(continued)

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

HK(IFRIC) = Int 22 - Foreign Currency
Transactions and Advance Consideration

The Interpretation provides guidance on determining
the date of the transaction for determining an
exchange rate to use for transactions that involve
advance consideration paid or received in a foreign
currency and the recognition of a non-monetary
asset or non-monetary liability. The Interpretations
specifies that the date of the transaction for the
purpose of determining the exchange rate to use
on initial recognition of the related asset, expense
or income (or part thereof) is the date on which the
entity initially recognises the non-monetary asset or
non-monetary liability arising from the payment or
receipt of advance consideration.

HK(IFRIC) - Int 23 - Uncertainty over Income
Tax Treatments

The Interpretation supports the requirements of
HKAS 12, Income Taxes, by providing guidance
over how to reflect the effects of uncertainty
in accounting for income taxes. Under the
Interpretation, the entity shall determine whether
to consider each uncertain tax treatment separately
or together based on which approach better
predicts the resolution of the uncertainty. The entity
shall also assume the tax authority will examine
amounts that it has a right to examine and have
full knowledge of all related information when
making those examinations. If the entity determines
it is probable that the tax authority will accept an
uncertain tax treatment, then the entity should
measure current and deferred tax in line with its tax
filings. If the entity determines it is not probable,
then the uncertainty in the determination of tax is
reflected using either the “most likely amount” or
the “expected value” approach, whichever better
predicts the resolution of the uncertainty.
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2. BFAHTREBR2ERMBHRELEN(ERBY 2.

Adoption of New or Revised Hong Kong

HREER ) (&) Financial Reporting Standards (“HKFRSs")
(continued)
2.2 CEGEERERNTT RIETEETBR 2.2 New/revised HKFRSs that have been issued but
| (E) are not yet effective (continued)
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Amendments to HKFRS 10 and HKAS 28 - Sale
or Contribution of Assets between an Investor
and its Associate or Joint Venture

ZEEIRAEEMEBEATNESE QR The amendments clarify the extent of gains or
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e - CERGERTERIEER
BE Q'JE/,\EJET*EE@TX&%EAAM“Ti

BRAZ R EE

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.

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

3.1

Basis of preparation

The consolidated financial statements on pages
50 to 147 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
Companies Ordinance (Chapter 622 of Laws of
Hong Kong). 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.

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.
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ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

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

The consolidated financial statements incorporate
the financial statements of the 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 statement of profit or
loss from the effective date of acquisition or up to
the effective date of the disposal, as appropriate.

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

3.2

Basis of consolidation and business combination
(continued)

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

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration
are recognised against goodwill only to the extent
that they arise from new information obtained
within the measurement period (a maximum of 12
months from the acquisition date) about the fair
value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as
an asset or a liability are recognised in profit or loss.
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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. EARSHBEMEE) 3. Summary of Significant Accounting Policies
(continued)
3.3 MERF 3.3 Subsidiaries

34

MERRARNEEAITEEGENRERET
AT =ZERRZ2ERH B - AEBEZEHHEER
B HRREDHES - REBIRE T AT
(2] ¥ 1 2L I%ﬂ&ﬂ%ﬁ%ﬁwsmﬁT """""
CI#FHEEEN - EEEBEXBERBAREMZEE
ESEE ﬁﬁ R - R HIER R E RIS o

RARB 2P BHRREKS - RISBRARKRETD
WA EREEAFEEE (FE3.9) 5K « 1
ZHBRAAREHER D BER —ELEE
B2 ARRIN o MB R FZ REBRAR RN

FHEM MRS 2 EEDIRR o FﬁﬁﬂxE(T

i IR A HRUIB R R 2K AR AR

BERAER -

il NG 3.4

BERRRAREREETREATED
ﬁx%&*ﬁ‘ﬁﬁmZO%iSO%&m%ZHx*’?‘E fﬁjt#
MERRKAGERH - EAFENERZHE
%ﬁ&ﬁ"ﬂzﬁﬂxﬁ% IR SRORE T SFFE I 3
HEEHIZEBR

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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3. Summary of Significant Accounting Policies
(continued)

3.4

Associates (continued)

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

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

34

Associates (continued)

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

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

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

3.5

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.

75



76

HIREARAT FH2017

e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

3. EXRSTHEMERE)

3.8

3.9

BERRA(E)

BEEMXELR BRKAELRFETE
BEEFREMEILENTHE - BEHRAK
WERNMERABREENKARD - EAB L
EREBAEREEFRERGAHENME
PBERBE  BEFRATEFRENE -

FMBEERE

HEQR  BEATE
FALAIE, -

)
b
>
el
N
w
B
NN
i
a

FIASEM I EERER R ARVERDEHEE
AREE 2 PRI EITREAAIH -

FaERREERAERBEIREREZZE
HARER AN - ATREFERRRTRZ
ANHERBEEXALFEREERNEZRSE -
REHEEREER - [t RRBADRETIHRA
HiATAL IR KA IR = HIRE - DA R IR 5 T 35 3
SEERENEREERERR G

SEEREMTE  MEEEEZRERAKRK
ETBURNEMEE - RIRREKE TR B
VEFRSRAZR/NMNAFIEE(BIRGELE
) EE - Bt - B0 B ERER 7 S ETTHR
AR RERHDEEARRSELEKTE
TTRIE °

REEREESTEHREEREENATE
I E A BEE (A EE ) S - FeahE
BhRIPIEZReELEM 2 BEDINR -

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

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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3.10 BIBEE(E) 3.10  Financial assets (continued)
M EEE(E) Impairment of financial assets (continued)
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(b) Available-for-sale financial assets
(continued)

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

(c) Financial assets carried at cost

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

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

3.10

3.1

3.12

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

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

Derivative financial instruments

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

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

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

Deferred tax is calculated using the liability method
on temporary differences at the reporting date
between the carrying amounts of assets and
liabilities in the 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

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,

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

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

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

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

3.12

3.13

3.14

Accounting for income taxes (continued)

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

(i) the same taxable entity; or

(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.



e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

3. EXRSHBEMERE)

3.15

3.16

RBEER
RARER

A& B 1R 2 R IRAE A T0 38 3B TE B KA 8132
,f/\o

AEBERZEEGERTEDF BGOIRA ERH
RZRRENEFEI([E2EHE ) AEER
BAaER2EBRSFTEZRES M - HFTY
REBEAHE 2R —BOLIEL -

HEFRFARBRERBENBRERRHA
X o AEERZEFABBTHEEERVEN
BVEITE B O LR -

EHEERER

BEZEZFREMNNEE ARBEHN 6 E
R ARBERBERE B BEEMEERS
MES 2 FRIGFTEEIERBE

FERFH B E AR R R E R R KR T T #E

o

MBEE

AEEZHBEERRES REMBENRELE
FER - R—HZERAFRR—FHRRKERF
FRBERBRAFEIEREERREE 2B A

(=
8

o

MBBEIRAKE2EFILTRZA0MH
B HERR o PRA T SR 2 AR RBEASE
B2 A G S BRRE3.8

EREBRD CETERRIEHIERR - 8
HUBRMERI S A E -

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

3. Summary of Significant Accounting Policies
(continued)

3.15

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  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

3.18

Financial guarantees issued (continued)

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

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

Related parties
(a) 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 a 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. Summary of Significant Accounting Policies

(continued)

3.18

Related parties (continued)

(b) (continued)

(ii)

(iii)

(iv)

(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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(continued)
3.19 Segment reporting

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

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

Critical Accounting Estimates and Judgements

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

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

Fair value of financial assets and liabilities

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

Impairment of amounts due from subsidiaries and 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 which are equity
securities, 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 other receivables

The Group’s management determines impairment of other
receivables on a regular basis. This estimation is based on
the credit history of debtors and current market conditions.
Management reassesses the impairment of other receivables
at the reporting date.
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Interest income from available-for-sale financial assets

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 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:

2017 2016
—E—tE  —TAE

HK$°000
FTET

HK$'000
TAT

AR EMBEEZ N BHEA 12,554

Interest income from bank deposits

RITI AR BIA 1,451

Total interest income derived from financial assets not at fair value through profit or loss

KRB AT EFRRAERSRRIE 2 MR EE 2 B ESWA 14,005

Listed investments’ dividend income

EHEREZRELA 5,021
19,026
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6. HttilA (EE)FHE 6.

Other Net Income/(Loss)

2017 2016
—E—tfE  CTAE

HK$°000 HK$'000
FTExT TAT

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

RATEIRREEREEREMBEERAE 2 A TEWE (E1EB) (H:7) (53,875)

Exchange gain/(loss), net

BE 5 ezs, (518 %8R (16)

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

BRIt S E E v BRI 955

Sundry income

FETEUA 4,746
(48,190)

Wit . BEEE EMRIEEMZIRA TR RIEIBSIREE
S EE ERIRESDF/129,138,0008 L (=F
— 7N : 518 455,609,000 7T ) M E518 42,343,000
BIL(ZZE—NF : % 46,823,00087T) °

HESEAREE

HEZZT—AF+_A=Z+—AHLFER ~NEEMU
I $ FRIE35,120,0008 T & A & Q7 2 EB50% A 12
HEREREEARNE  HEHEAERARBEY
14,067,000/8 7T °

Note:  Including realised gain of HK$129,138,000 (2016: loss of
HK$55,609,000) and loss of HK$2,343,000 (2016: gain of
HK$6,823,000) on disposal of listed and unlisted financial
assets at fair value through profit or loss respectively.

Loss on Disposal of Joint Ventures

During the year ended 31st December, 2016, the Group
disposed of its entire 50% interests in joint ventures
together with the amounts due from joint ventures for cash
proceeds of HK$35,120,000, recording a loss on disposal of
joint ventures of approximately HK$14,067,000.
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8.  FiEBADNGER(&8) 8.

Profit/(loss) before Income Tax

96

Profit/(loss) before income tax is arrived at after charging:
FSBRTE R, (E18) BINKR T 5 &18 -
Auditor’s remuneration

ZERE B

2017 2016
—E—+tF —E—RF

HK$'000 HK$'000
TR TAT

270

Employee benefit expense (including Directors’ emoluments (Note 13)) (Note 12)

EERMAXZ(RIEEEHE (Ht13))(H712)
Management fee (Note 29)

BB (HE29)

Performance fee (Note 29)

BHYBER(H7229)

Impairment on amounts due from joint ventures

JEW & SR RIFIAZ #ad

3,195

17,424

956

Brat - THERAMGEERTIZRENEZEERFMY -
EEEM  BHERRERAEQRFURZFEL

PSR

HREZ-_T—+F+_A=+—HIEFEAERET
MBARYEMHERVEN R AREETHEARE
RABRERAEERFEREATRRTUEHN - R B
BRMSHAREME -

BEZ—RFT_A=t-RIFELEETENEH
FHEBRBRA KRB A ERTER o

Note:  Administrative and other operating expenses consist
mainly of employee benefit expense, management fee,
performance fee and impairment on amounts due from
joint ventures included above.

Income Tax Expense

No Hong Kong profits tax has been provided for the year
ended 31st December, 2017 as certain subsidiaries of the
Group had no estimated assessable profits and certain
subsidiaries of the Group had sufficient tax losses brought
forward to set off the estimated assessable profits.

No Hong Kong profits tax had been provided for the year
ended 31st December, 2016 as the Group had no estimated
assessable profits.
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9. FEHEAX(E) 9.

Income Tax Expense (continued)

BT BB R BB R R A Y GRS IE BT -

Profit/(loss) before income tax

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

2017 2016
—E—tfE  CTAE

HK$°000 HK$'000
FTExT TAT

FrSBaTaEH,/(F518) (73,588)
Tax calculated at the applicable rate of 16.5% (2016: 16.5%)

RBABZE16.5%(ZF—7XF : 16.5% )5t HE 2 TR (12,142)
Tax effect of non-deductible expenses

AR X 2 RIS 8 3,879
Tax effect of non-taxable income

BARBRA G E (785)
Tax effect of unused tax losses not recognised

RERZRERBBEE NG E 9,048

Utilisation of previously unrecognised tax losses

B EATRIER 2 BIS B 1R

Income tax expense

PSR

RIE—tF+-A=1+—H AEBEERPAHREE
#%49151,671,0008 7T (= Z— 754 : £9276,851,000%
7o) A RFEREAZFERZ QAL RRERBEF
EREE - ARNERBRIARICEN RS - Eie Btz
EMBERERRLCHAEE - RIERITREHEN - &
EMBERTEER - NI TEEARERREEHER

& o

As at 31st December, 2017, the Group has unused
tax losses of approximately HK$151,671,000 (2016:
approximately HK$276,851,000) 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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10.

RE

Dividend declared
EEIRRE

10.

Dividend

2017 2016
—E—+tF —E—RF

HK$'000
TR

HK$'000
THET

Interim dividend of HK$0.05 per share (in lieu of a final dividend) declared subsequent

to the end of the reporting period (2016: Nil)

REAREZE R HABRESSR0.05BT(RERPRE)(ZF—RF - ) -

1.

12.

WMEMRESEEE_T—+tF+-A=1+—HLFE
FHIR B (RBRHERE) 28R - RN T —N\F
ZATNARBEITEEA4,111,704,320518 © 8A
E-ZE—+E+-A=1+—AWREEE-

ERAREEAREERER,(FHR)

BREKRRBF(EE) HIREARQRES AR
166,667,000 7L (ZZ — 7~ 4F © E184973,565,000/8
TL) MARF R B BT B 2 INEF9£04,111,704,320
AE(=Z—7<4F : 4,111,704,32008) 5t & -

BIE—Z—+FR_F-—NRF+_A=T—HILFE "
MARNR R EAE SRR TR EHE—T—+
FR-B-RETA=Z+-HLEFEZSREER
Rl (BERBESHNERERRT,(BE) -

RERAAX(BEESHE)

Salaries, other benefits, incentive fee and directors’ fee
e HtEh  #ZekE\FEFHE

Retirement benefits scheme contributions

RINEFE SR

1.

12.

The amount of the interim dividend (in lieu of a final
dividend) for the year ended 31st December, 2017 declared
after the end of the reporting period, which has been
calculated by reference to 4,111,704,320 ordinary shares in
issue on 19th March, 2018, has not been recognised as a
liability as at 31st December, 2017.

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

The calculation of basic earnings/(loss) per share is
based on the profit attributable to the owners of the
Company of approximately HK$166,667,000 (2016: loss
of approximately HK$73,565,000) and on the weighted
average number of 4,111,704,320 (2016: 4,111,704,320)
ordinary shares in issue during the year.

Diluted earnings/(loss) per share for the years ended
31st December, 2017 and 2016 is the same as the basic
earnings/(loss) per share as the Company had no dilutive
potential ordinary shares during the years ended 31st
December, 2017 and 2016.

Employee Benefit Expense (including Directors’
Emoluments)

2017 2016
—E—tF =T RF
HK$'000 HK$'000
FHET TET
3,105

=l

3,195
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13. EEMERIEERSFMALHES 13.  Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments

13.1 EEEE 13.1  Directors’ emoluments

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

Retirement
Salaries benefits
Directors’ and other scheme Incentive
fees benefits  contributions fee Total
HER RIREF
ik HAtig A &I ®e Eok
HK$'000 HK$’000 HK$’000 HK$'000 HK$'000
FHRL TR FHT TR FHR
2017
—TtF
Executive Directors
HITEF
Warren Lee Wa Lun (Chairman)
FER(TE)
Mark Wong Tai Chun
BN -]
Non-Executive Directors
FHTEF
Arthur George Dew
W%
Independent Non-Executive Directors
BUHPITEF
Albert Ho
AR
Peter Lee Yip Wah
TRz
Louie Chun Kit
EfES
HBrFr—S—+®+-_A=+—RB2#s 2N Incentive fee for the year ended 31st December,
E@BIL—ZT—+F+-_A=+—B2HMEH 2017 was determined at a percentage of the profit
BB E—BDLLmET before income tax of the Group for the year ended

31st December, 2017.
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13.

EEMERAEBREFMALHEE)

13.

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

13.1 EEME(E) 13.1 Directors’ emoluments (continued)
Retirement
Salaries benefits
Directors’ and other scheme
fees benefits  contributions Total
HFek RIREF
o Ekn H At A2 A FT &I k)
HK$'000 HK$'000 HK$'000 HK$'000
THAT FH&T FABT FAT
2016
—E—RF
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
REG(EE) 20 2,771 20 2,881
Mark Wong Tai Chun
FRE 20 - - 20
Non-Executive Directors
FEHITEE
Arthur George Dew
WA 70 - - 70
Independent Non-Executive Directors
HUHBTEE
Albert Ho
fATHRAR 120 - - 120
Peter Lee Yip Wah
S 26 - - 26
Louie Chun Kit
EE3E 70 - - 70
326 2,771 90 3,187

BHEBELTR T —RF A _BRELARQA
EE R T RNFRAA-TNBEARRFBRRE
(TRENDERRBFAG LM AEEFE-F
—HEE+ - A=+ HIEFERNESNES
4 498,000/ 7T °

RAFEAL BT L LI BFEEFRRELFE
TREAETENE:

ERFTRMITES  SFTE R KB IFAIT
EECHMETERBRFHE/RARHEMEA
RAERZRE

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.

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

The executive directors’, the non-executive
director’s and the independent non-executive
directors’ emoluments shown above were mainly
for their services as directors of the Company or its
subsidiaries.
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13. EEMERTEBREFHMALIMEE) 13.  Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments (continued)

13.2 HEBRSFMAL 13.2  Five highest paid individuals
REEAREBRRE R TMALTEERLEES The five individuals whose emoluments were the
(ZE—RE: 17E) EfMec k& Lo highest in the Group for the year included five (2016:
A five) Directors whose emoluments are reflected in

the analysis presented above.

RNEBE-_E— R T F+-_A=+—HIL&F During the years ended 31st December, 2017 and 2016,
AN AREBTHEAESENESGTMATINIMES  1E5 no emoluments were paid by the Group to the Directors or
MASRINARER % 7 SEE) Sk BBk highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.
14. RHBARERE 14. Investments in Subsidiaries
UTAXEMBARIN —E—+FE+-_A=+—H2:F Particulars of the principal subsidiaries at 31st December,
= 2017 are as follows:
Place of Place of Particulars of Percentage of issued capital held
Name of Companies incorporation operation issued share capital by the Company Principal activities
NEER b EHnE  ERORAHE ARFREZERTRARM TEEH
Directly Indirectly
Ef Bt
2017 2016 2017
“E-tf NFOZB-tE
Capital Sharp Investment Limited Hong Kong HongKong  HK$2 divided into 100% - Investment holding
2 ordinary shares
ERREARAT Bh A VAR RURERR RERER
CMS Investments Limited Hong Kong HongKong  HKS$1 divided into 100% - Investment holding
1 ordinary share
B &4 1ETHBIREBR REER
Doco Limited British Virgin Islands ~ Hong Kong 1 share issued for 100% - Investment holding
1 United States dollar
(”USD”)
ZRERHE B 1R BERIET REER
The Hong Kong Equity Guarantee Hong Kong HongKong  HKS2 divided into 100% - Investment holding
Corporation Limited 2 ordinary shares
Bh &4 VAR BURERR REER
Long Rainbow Limited Hong Kong HongKong  HK$2 divided into 100% - Investment holding
2 ordinary shares
AHEERAR B G WETA RURERR REER
Long Set Investments Limited Hong Kong HongKong  HK$2 divided into 100% - Investment holding
2 ordinary shares
PHREBRAA Bh &4 WA RURERR RERER
Charm Force Investment Limited Hong Kong HongKong  HK$18,155,000 divided into - 57%  Investment holding
18,155,000 ordinary shares
BRREERAT B & 18,155,007 & RERR
18,155,005 5 M
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14.

15.

KRB RATIRE(E) 14.

BEFEERR - ERIBZARFRMBRRHAEE 2K
FEXEAEBVEYUBREEFEZIEND - EF
R JIHEMMBRARHBREREERILE

REENTER 15.

MBERERRRFLTATER  ERMNIATSHMR
ZHEIRER_E—RF+A=+T—"HFEALE -
HERMT

Investments in Subsidiaries (continued)

The above table lists the subsidiaries of the Company which,
in the opinion of the Directors, principally affected the
results for the year or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars
of excessive length.

Interests in Joint Ventures

Particulars of the joint ventures, all of which were unlisted,
corporate entities whose shares did not have quoted market
price and were disposed by the Group during the year 31st
December, 2016 are as follows:

Equity interest

attributable to
Particulars of Place of Place of Equity interest the owners
Name of joint ventures issued shares held incorporation operation Principal activities held by the Group of the Company
FHERTRG RARHEEA
RENELH 2 k3 R TERH AEEfR RAER ey i
2017 2016 2017 2016
ZF-tE R NF ZF-tE CTF
SunCore Holdings Ltd 1 share of USD1 British Virgin Islands Hong Kong Investment holding (Note) - -
("SunCore”) 1 - mE1ET BBRIES Gl REER )
Multi Major Investment 25,000 shares issued British Virgin Islands Hong Kong Investment holding - -
Corporation for USDS0 each
B000% ¥7E  EBERLES BE REER
ABRS0ET
Ultimate Success Investment 25,000 shares issued British Virgin Islands Hong Kong Investment holding - -
Corporation for USDS50 each
B000% ¥7E  EBERLES BE REER
ABRS0ET
Bzt : RIEREZBRABENEERERES i kS E Note:  SunCore indirectly invested in equity securities which were

B E MM TIHRE -

BRERFZBERH AT —_A=1T—H-
U EERERR YA A AR EMBTRE

listed on the Taiwan stock market, expanding the Group’s
exposure to other Asian market.

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

All of the above joint ventures were accounted for using the
equity method in the consolidated financial statements.
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1

5.

REERRIER(E)
H-ZF-—R"FE-A-BEHERHME EXEEAF

SunCoreli ZEABER DRt etFEEREH AT
WEEmT

Gross amounts of SunCore's:

SunCoreZ 48%8 :
Revenue
ON

Loss from continuing operations
SRS EEB A

Other comprehensive expenses
Hip2EE A

Total comprehensive expenses

EHERERE

Included in the above loss:
FTALA LIS

Interest income

FBUA

Interest expense
MERX

Income tax expense

PG BRI S

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

15.

Interests in Joint Ventures (continued)

Summarised financial information of SunCore, the material
joint venture, adjusted for any differences in accounting
policies, for the period from 1st January, 2016 to the date
of disposal are disclosed below:

2016

HK$'000
TAT

(15,770)

(85)

(15,855)

(786)

103



HFIREERAT F3{2017

e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEZZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

REENRERE)

H-E-A"F-A-RAEHERHR  FEHNERGE
RAVERHEE -

AEBERIEREES(HAERFEE o REREN
ZAEEARBEEANEEZAEARIEBEACEZE
EIRE - T

Unrecognised share of loss of joint ventures

AEREIEAERRER

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

R REREEEERRIER

Interests in Joint Ventures (continued)

Aggregate information of joint ventures for the period from
1st January, 2016 to the date of disposal that were not
individually material:

The Group had discontinued recognition of its share of loss
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 are as follows:

2016
—T—RF

HK$'000
FHT

(8,885)

(51,306)

AEBYEELRARENALATEHZEAHAR
RS E AR

o

The Group had not incurred any contingent liabilities or
other commitments relating to its investments in joint
ventures.
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16. REELNATER FER—EEEQATRE 16. Interests in Associates/Amount due from an
Associate

2017 2016
—2—tf 25

HK$000 HK$'000
FTExT TAT

Share of net assets

DIEEEFE 5,583

Goodwill

EES 50,852
56,435

Less: Impairment loss

B FERRESIE (52,555)
3,880

Amount due from an associate (Note)

FE U — B & A R FIR (ML) 8,609

12,489

Kt - EW—REEE QR RIEAEER 2B RBERBER Note:  The amount due from an associate was unsecured, interest

RIEEGREER - free and repayable upon resolution of directors of that
associate.
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REE QRS R —BBE D RRE(E) 16.

16.

WZE—tF+-A=+—H FAEMEARR/RIELT
RAIERE - ERMDRATISMRTEREERNT

Particulars of Place of Place of
issued shares held

HREBRORS
iR

Name of associates incorporation operation

L Bl £

Oriental Cashmere 2,000 ordinary shares British Virgin Islands ~Hong Kong
Limited of USDT each
2,000 B RERLHE Bk
BREBIZET
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 R ik - EBRARS MEARKNE
BIREB0.0001ET Bk
(e )
Purple Link Investment ~ HK$5 divided into Hong Kong Hong Kong
Limited 5 ordinary shares
SBREERLA SETLA ASREBR B Bk

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

Particulars of the associates, all of which are unlisted,
corporate entities whose shares do not have quoted market
price at 31st December, 2017 are as follows:

Equity interest
attributable to
the owners

Equity interest
held by the Group

Principal activities of the Company
ALAAREA
ey

2017

“E-tf

IREH AREfRE 2 RA R
2017 2016

“E-tf

Manufacturing and trading
of cashmere products

IBEREERRS

Provision of online 21% 12%

education services and
consultancy services

RUESHERBR
HHRE

Investment in properties 25% 25%

REMIZ

SHEATZHEREY AT A=t—ARAKE
EABEAA -
M B

RATIAEE A AR A M TFIREK -

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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16. REENTIRER TEW—REBHE NATREE) 16. Interests in Associates/Amount due from an

Associate (continued)

JEER|E AR SN T 2 B 4EE Aggregate information of associates that are not individually
material:

2017 2016
—E—tHF —F—RF

HK$°000 HK$'000
FTExT TAT

Aggregate carrying amount of individually immaterial associates in the
consolidated financial statements

EARIGEE A E N T RERE I RER 2 REER 3,880

Aggregate amounts of the Group's share of those associates:
REB DG5S R R EE

Loss from continuing operations

FHER BTG 2 B8 )
Other comprehensive income/(expenses)

Hth 2wz (BA) (253)
Total comprehensive expenses

EHEREE (262)
REBEDKRIEREESG—HEBE ARESE - A5H The Group has discontinued recognition of its share of loss
Rz & A PR 2 BRE(E 35,964,000 ST E AT FE of an associate. The carrying amount of the Group’s interest
EERERR o RMEREGZEE A REEEARHES in the associate of HK$35,964,000 was fully impaired in
ZHENTIEAAREEZEERE - AT a previous financial year. The amounts of unrecognised

share of loss of that associate extracted from the relevant
unaudited management accounts of that associate are as
follows:

2017 2016
—E—tF

HK$°000 HK$'000
TR TAT

Unrecognised share of loss of an associate

REREIG— B2 ABEE

The unrecognised share of loss of an associate for the year
REFAMBRIENS — Al E R EEE -

Cumulative unrecognised share of loss of an associate

ZETAREREMG — B E R REE (33,974)
REEWEELBEELENBEAR G EAAE The Group has not incurred any contingent liabilities or
B E A - other commitments relating to its investments in associates.
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17. TAHEEMKEE 17.  Available-for-sale Financial Assets

2017
N

HK$’000
FTigx

Non-current
FERB
Unlisted equity securities (Note 32.7(b))

2016
TN
HK$'000
TET

I TR ARE S (H15£32.7(b)) 91,832

Unlisted equity securities, at cost (Note 32.7(c))

FEEMRAFZS + BAR(H7#32.7(c) 61,242

Listed debt securities (Notes 17.1 and 32.7(b))

EEBES(WE17.1%32.7(b)) 139,979

Unlisted debt securities (Note 32.7(b))

FEEMERESH(H£32.7(6) 92,297
385,350

Current

mE

Unlisted debt securities (Note 32.7(b))

I ETEREF(HE32.7(0b)) -

Total

4azE 385,350

ZEEF(BRIENARZIE EMRAEBESRIN 2 A AR R Fair values for these securities, other than the unlisted equity

MIEE32.75F 25T = © securities stated at cost, have been measured as described

in Note 32.7.
AR ETEEEN T EEHE - Available-for-sale financial assets are denominated in the

following currencies:

2017 2016

—E—tfF —E—RF

HK$'000 HK$'000

FExT FAT

ETT 291,761

HK$

BT 92,297
Renminbi (“RMB")

AR 1,292

385,350

I EVBEERAZ P REEREBRR 2 MERRE These financial assets are subject to financial risk exposure

in terms of price and currency risks.



ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

e B RRME
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

17. AHHERBEEEE) 17.  Available-for-sale Financial Assets (continued)

171 LtHEXSES 17.1  Listed debt securities

2017 2016
—E—tF —E—REF

HK$°000 HK$'000
FH T

Non-current
IEMED
Listed debt securities
T TEBES
— Listed in Hong Kong
—&BE LT 139,979
— Listed outside Hong Kong
— BB TR _

139,979

It EMBEEERT S REEREERRE 28 These financial assets are subject to financial risk
HER exposure in terms of price and currency risks.

18. HttEWRRBAMNKIE 18.  Other Receivables and Prepayment

2017 2016
—E—t% X

HK$°000 HK$'000
FHT T

Other receivables

Hith U R 4

Prepayment

FEfTRRIA 439
443
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19.

k& & AR

el A B R AR AEER « 8 RANBEREHE!

A B AT RS FAEE) -

Amounts due from Joint Ventures

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

Movement in impairment loss on amounts due from joint
ventures:

Balance at beginning of year
FUERE

Impairment loss recognised
B R 2 R

Disposal of amounts due from joint ventures
HERKAE SR ANIE

2017 2016
—E2—tF T RE
HK$°000 HK$’'000
THET TET
38,924

956

(39,880)

Balance at end of year

FRHER

20.

BAFEIRREESREE CMBEE

Financial Assets at Fair Value Through Profit or
Loss

2017 2016
—g—tfE  —TAF

HK$'000 HK$'000
FH FHI

Equity securities held for trading
FREER 2 RAES
— Listed in Hong Kong

—&BELEM 511,113
— Listed outside Hong Kong
— BB T 37,475
Market value of listed securities
EmEHFzME 548,588
Derivative financial instruments
THEEMIA
— Equity forward contract
—REERHEL 2,343
— Warrants listed outside Hong Kong
— BB E T RARER 676
551,607
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20.

BAPEIRREESREEMBEE(E)

BAHESIBR MR 2 IS EE A TSI BT
(=

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

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

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

2017 AONIS)
—E—tfF —=—x
HK$'000 HK$'000
Fi# FBTT
HK$
BT 513,456
usb
ETT 12,905
Malaysian ringgit (“MYR")
BAREEMRER (B 15,307
Japanese yen ("JP¥")
H 6,035
New Taiwan dollars (“NTD")
et 3,228
Singapore dollars (“SGD")
T 676
551,607

LM BEEDBRFIFERE ©

FZETAZ AFEEERMFE32.7FR2FE -

ETRAE S EAE S RER LGSR 2 R -

ERBRAESZ 2 AHETZERRT SN ERE R 288

HREEE

The above financial assets are classified as held for trading.

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

Listed equity securities are subject to financial risk exposure
in terms of price and currency risks.

Fair values of the listed equity securities have been
determined by reference to their quoted bid prices at the
reporting date in an active market.
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21. HEHERBEZEY 21.  Cash and Cash Equivalents

2017 2016
—E—+F —T—RF

HK$’000 HK$'000
FTERT TAT

Cash on hand and at banks and other financial institutions

FRR© RIRTT R HA BB 5,378
Short-term time deposits with a term within 3 months
=18 R WEE 2 52 BATE HifF K 239,844
Cash and cash equivalents
ReRREFED 245,222
BERNER Y BS NBESEEY Y EITETA TN Bank balances, included in cash and cash equivalents of the
=g Group, are denominated in the following foreign currencies:
2017 2016
—E2—+tF —E—RE
HK$'000 HK$'000
FTHET THETT
usb
e 6,318
RMB
AR 9
SGD
FTIN T 1,758
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22. HMENRRESTER 22,

Other payables and accrued expenses

HADRE( TR Bt B A

Other Payables and Accrued Expenses

2016
AN
HK$'000
FHTT

2017
—E—tF

HK$°000
FTExT

23,753

EHeBEAKRE  REAEERARFZ EMENRE
fEEtERZREERAFERE -

23. XR—ERRKEQR—BZERABDRE 23.

R—EI R 2 M B A B e — R A R FOR R BT - %
BRENELEEE -

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

Amounts due to a Fellow Subsidiary/a Holding
Company

The amounts due to a fellow subsidiary and a holding
company were unsecured, interest free and repayable on
demand.
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7%

24, RAFEIERREEZREECZHKEME 24.  Financial Liabilities at Fair Value Through Profit

or Loss

2017
—E—tF

HK$°000
TR

Derivative financial instruments
TEEMIA
— Call options embedded in bonds and notes (Note 32.7(b))

2016

HK$'000
FHT

— AN EFMFREZ AR R B B (#7232.7(b)) 10,454
BATESNELNEBEERE KB EN TSt Financial liabilities at fair value through profit or loss are
& : denominated in the following currencies:

2017 2016
—EB—+tF —T—RF
HK$'000 HK$'000
THERT FAT
usD
ET 84
HK$
BT 10,370
10,454
241 BRERHEN 24.1  Equity forward contracts
HE-_T—R"E+-A=+—HIEFER  FAQ During the year ended 31st December, 2016, net
TFEWE46,823,000/8 T R IBXHER - fair value gain of approximately HK$6,823,000 had
been recognised in profit or loss.
P TITEDBEAREEE - ZSW B ITEEHER The above financial instruments are classified as held for
FE R trading. These financial instruments were subject to financial

risk exposure in terms of price risk.
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25.

B 25.

KERAF

Share Capital

Group and Company

2017

—®—tf

Number of
shares

R 8 E

Ordinary shares, issued and fully paid:
EE - BBITRER
At 1st January and 31st December
W—A—BAR+=ZA=+—H

Number of
HK$'000
THET

shares

Bin# B

HK$°000
TR

4,111,704,320 918,978

26.

HE 26.

%8
R G ERE RSN AE SR 2 SRR
REAMBRERESMAAEESE 2 GARERDRE
31

HAM AR

R B2 AREDIROAA - AR ERE DTS —
B EEE 2 $H%HEBREEHRER HEE
% o

A

RAEHREREIRLEMBEEEZ A FHEES -

Reserves
Group

The amount of the Group's reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 54 to
55 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 in use.

Investment revaluation reserve

Investment revaluation reserve represents changes in fair
value of available-for-sale financial assets.
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26.

& (E) 26.

al

n

At 1st January, 2016

Reserves (continued)

Company

Dividend
reserve

R EfRE

Retained
earnings
REZEF
HK$'000
FHET

Total
st
HK$'000
FATT

HK$°000
FHT

—E-RF-A—BEE 309,381 - 309,381
Loss and total comprehensive expenses for the year
REEFELZEEREE (108,324) - (108,324)
At 31st December, 2016 and 1st January, 2017
R=F-—~E+ZA=T-BR

—T—+tHF-A—HA&HE 201,057 - 201,057

Profit and total comprehensive income for the year
REZRMNREEWHEEE

Interim dividend declared (Note 10)
SIRFEIRE (F/5710)

At 31st December, 2017
R-ZE—tF+-_A=+—HB&Z

27.

R-B—+F+-F=+—0  AAFAEIIRFEL
TIEE A2 A374,232,0008 70 (ZF—7~4F : 178
ZF)201,057,000770) R B B F| KR B REEB 27 -

RAFEEAREEREEFE 27.

FREEFEDRBEARREE ABLGEEEFE
#91,342,459,0008 7T (=& — 734 : #491,154,280,000
BT ER _E—+tF+_A=+—B2ZEBTZER
4,111,704,32008 (ZZF—734F © 4,111,704,3200%) 515 -

The Company’s reserves available for distribution to the
owners of the Company as at 31st December, 2017 are
represented by retained earnings and dividend reserve
totalling of HK$374,232,000 (2016: retained earnings of
HK$201,057,000).

Net Asset Value per Share Attributable to the
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$1,342,459,000 (2016:
approximately HK$1,154,280,000) and 4,111,704,320
(2016: 4,111,704,320) ordinary shares in issue as at 31st
December, 2017.
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28. HIBEREH
RIZE—+F+-A=+—8  AAFMR—HE s
EH—EER - -2 EWE R RIEREES BB
540,000,000/ 7C( —ZZF —7<4F : 40,000,000/ 7T ) 2 @
B R E—tER T F+-_A=+—8 %W
BRARIWESHRE -

29. HEBEALZRS

BRAMBHMREMBOAREN  ARERBE—F
—tEF+ A=t HLETZEARBREALZR
5 (R\ELETRA - B Tidi(a) IMEKRA T RENTE
FER ZMb) R (QEBRER R 2 BEZ )T

Yu Ming Investment Management Limited (“YMIM")
BHREEEARAR(RBEREER])
Management fee
EREMR
Performance fee

fBXE

28.

29.

Financial Guarantee Contracts

As at 31st December, 2017, the Company has executed a
guarantee to a financial institution to secure the facilities
available to a wholly-owned subsidiary in the amount not
exceeding HK$40.0 million (2016: HK$40.0 million). No
facilities were utilised by the subsidiary as at 31st December,
2017 and 2016.

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, 2017,
of which (a) below also constitutes discloseable continuing
connected transactions while (b) and (c) both constitute
exempt connected transactions under the Listing Rules,
were:

(a)

2017
—E—+tF

2016
ZE—RF
HK$'000
FAT

HK$°000
FTExT

17,424

RZZE—RFE+—A=-+08  AAFEEHIE
BEE YR EEEHE(REEER
#ZD YR =—ZE—RAF+-_A=-THhBHEBT
ARERHE A - IRIBIREEIEWE  BHIREEE
RAEBPNEEERTAEE 2 HEERE AKX
BT R"F—A—HE2-_T—N\F+=A
=1+—H - BRBREEEAZEHESAAGE
AARBEBEAZAEBGAEBEFEIS%ZF
EEE(N2EGFTNZEBEAZE B ZIRE
RARBEAZEBERZASBHIGREEEFE
ZEFHEHERNETHARE LM 0 MASR
BE+_A=Z+—BUISFrRBEARREE
AZREBEBEZEEGEEFABLARAR
EUREEREZARYVEBERCBREVMBFESF
HANEBARAEE AR KEEKEZGE
BEREBFEI20% ZBHER -

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 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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HEBEATZXS(E)

(a)

REZZ—+F+ZA=1+—H ()BHREEER
BRAARZBEERAABEEE HAER2E
MEAR(BMALEIEHET7497% (=T —7RF
74.97% ) AN ARG R ) 5 (IKERESLE RN
ARARMAEEZEARES  R(i)ZEREE
BEANRRBHICEERE  KAES -

NEERREEDAMERKRNEASTEABIS
AMAEEEENDENRERBEREST - NF
EREME BRI AT 2 £ 54917,0008
TL(ZZ—71%F + £91,392,000/7T) ©

FRCBAEEZBERNRTBEELERES
RARMEBHEITZELARHWRELERY
12,0008 70( = Z —7~4F : #J52,000/87C) °

BHEZ—RF+-_AF=+—HBFR  £&£E
BABH—BRANBRARIMETZ EFTEE
RN #49 /531,078,000 - R=—ZE—tF+=
A=+—H ZBREATHIEVEEER
BERLITEBEFZERZEEFAENA
31,613,000 (RN =ZE—R"F+-_A=+—
H : 30,987,000/ 7T) - FREHERZFEMA
1,482,000/ 7T ( ZF—7<4F : 857,000/ 7T) °

AEEZIZENBEREEINE - TBE
B 2 e S BRI 3

29.

Related Party Transactions (continued)

(a)

(b)

(continued)

As at 31st December, 2017, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
the ultimate holding Company of the Company
holding 74.97% (2016: 74.97%) interests in the
shares 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 reimbursed YMIM in respect of
occupying office space and sharing office and
equipment expenses in accordance with the
management agreement. The reimbursement
for the year payable to YMIM was approximately
HK$917,000 (2016: approximately HK$1,392,000).

During the year, commission expenses of
approximately HK$12,000 (2016: approximately
HK$52,000) were charged by Sun Hung Kai
Investment Services Limited, an associate of AGL,
for securities transactions entered into.

During the year ended 31st December, 2016, the
Group acquired listed notes issued by a fellow
subsidiary at cost of approximately HK$31,078,000.
The net carrying value of the notes, classified as
available-for-sale financial assets and included in
listed debt securities, as at 31st December, 2017
was approximately HK$31,613,000 (as at 31st
December, 2016: HK$30,987,000). Interest income
HK$1,482,000 (2016: HK$857,000) was recognised
during the year.

Key management personnel of the Group are
members of the Board. Details of key management
personnel emoluments are set out in Note 13.



e AR MR

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-ZT—+F+=-A=1+—HIFE For the year ended 31st December, 2017

30. ZARQTHBMRAR

Statement of Financial Position of the Company

2017 2016
S T i

Notes HK$’000 HK$'000
HizE Fi# FBT

ASSETS AND LIABILITIES
BEERAE

Non-current assets

FRBEE

Investments in subsidiaries

RIBREIRE

Current assets

REBEE

Other receivables and prepayment

HAb EGR RTE A F0IE 439

Amounts due from subsidiaries

FEURHY B A RIFRIE 1,109,639

Cash and cash equivalents

ReRBSEBY 17,031
1,127,109

Current liabilities

RENAE

Other payables and accrued expenses

HERR & ER 2R 1,268

Amounts due to subsidiaries

T YNGIE e 9%

Amount due to a holding company

R—FEERR A R RIE 317

Amount due to a fellow subsidiary

R—ERZRMEARFIE 5,393

7,074

Net current assets

REEEFE 1,120,035

Total assets less current liabilities

EESBERARBEE 1,120,035

EQUITY

Em

Share capital

& A 25 918,978

Reserves

] 26 201,057

Total equity

RS 1,120,035

ARRHBARERETER T \F=ZA+NEH#K
ERFRETEL B TIEEAERES

Warren Lee Wa Lun

FEM

Chairman

E

The statement of financial position of the Company was
approved and authorised for issue by the Board on 19th
March, 2018 and is signed on its behalf by:

Mark Wong Tai Chun
PN |
Director
EBEF
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31. TRERE

AEER T+ F T A=+ HARSERENER
EMEBTRREZFENT

Number of Effective
shares held by shareholding
Name of investment the Group interest

S ]
R&AM iz BB BRRE

(i) Grand Ming Group Holdings Limited
("Grand Ming")
ERSEERARAA(ER])

(i) Chief Key 2018 Bond
Chief Key 2018f&%

(iii)  China Oriental Group Company Limited
("China Oriental ")
PERFREERERAR(REER])

(iv)  Alibaba Group Holding Limited (" Alibaba")
MECESEERERAR(MEEE])

(v)  Alphabet Inc. ("Alphabet")

(vi)  CLP Holdings Limited ("CLP")
PEARERAD(HE])

(vii) Huaneng Renewables Corporation Limited
- H Shares (“Huaneng Renewables”)
EEARRAERLE-HR
(MEaeimiel )

(vili) - Universal Medical Financial & Technical Advisory
Services Company Limited (“Universal Medical”)
BRBECRERNEARBARLR
(FRRER))

(ix)  Springs China Opportunities Feeder Fund
("Springs China")

(¥} SunHung Kai & Co. (BV1) 2021 Bond
Sun Hung Kai & Co. (BV)) 2021{&%

31. Top Ten Investments

Particulars of top ten investments of the Group as at 31st
December, 2017, in terms of carrying value of the respective
investments, are set out as follows:

Carrying  Market value/ Dividend
book costupto  fair value as at received/
31st December,  31st December, receivable  Classification
2017  during the year  of financial assets

FrEl/

ERRE  HREESR
HKS'000 HKS$000 HKS000
TR TR TR

FVTPL (Note 2)
FVTPL(BfiE=)

AFS (Note 1) /OEB (Note 3)
AFS(Hfzt—)IOEB(#1=)

FVTPL (Note 2)
NTPLAT#=)

FVTPL (Note 2)
NTPLAT#=)

FVTPL (Note 2)
NTPLAT#=)

FVTPL (Note 2)
NTPLAT#=)

FVTPL (Note 2)

NVTPLB=)

FVTPL (Note 2)
NTPLAT#=)
AFS (Note 1)
AFS(HiiE—)

AFS (Note 1) /OEB (Note 3)
AFS(Hfzt—)IORB(## =)

BfeE—:  AFS - A E
Bfit=: FVTPL - A TEYBRRAEEEREE

K= OEB - MABEFMERZHENBHIEAFEIR
MERERRE KA E

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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3. +RRE(#E)

Name of investment

RasR

(ii)

Mulpha SPV 2019 Bond
Mulpha SPV 2019 &5

Grand Ming
£

Chief Key 2018 Bond

Number of
shares held by
the Group

A5H
isirdiot G

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

31. Top Ten Investments (continued)

Carrying

Effective hook cost up to
shareholding 31st December,
interest 2016
BE-E-AF
tZA=+-A
ZIREHA
HKS$'000
TEn

ERBE

Market value/ Dividend
fair value as at received/
31st December, receivable

2016 during the year

FmElh/
ERBRE
HKS000

TR

HKS000
Tign

(lassification
of financial assets

HHEERA

AFS (Note T)/OEB (Note 3)
AFS (B —)I0m8 (H=)

FVTPL (Note 2)
FVTPL (=)

AFS (Note 1)/OEB (Note 3)

Chief Key 2018 &% AFS (W —)I0RB (i2=)
(vi)  Anhui Conch Cement Company Limited FVTPL (Note 2)
- H Shares
RABEKEROBRAR-HR FVIRL (#27=)
(v} China Life Insurance Company Limited - H Shares FVTPL (Note 2)
TEASRBROARAR- AVIRL (=)
(v))  HSBC Holdings plc FVTPL (Note 2)
ELERARAR AVIRL (=)
(vil)  Times Property Holdings Limited FVTPL (Note 2)
KRUEERERAA hyioes
(viii)  Orient Overseas (International) Limited FVTPL (Note 2)
FnE (ER)BRAR AVIRL (=)
(i) Sub-participation in Kovan Limited AFS (Note 1)
Kovan Limited Z B2 2 AFS (H3E-)
() SunHung Kai & Co. (BVI) 2021 Bond AFS (Note 1)
Sun Hung Kai & Co. (BV)) 20213 AFS (H3E-)
Biat— @ AFS - A E Note 1 AFS — Available-for-sale
Bat=: FVTPL - A TEYR R RRERE Note 2:  FVTPL - Fair value through profit or loss
Wit = OEB - MABEHFLRERZ RS HE AL ATEYR Note 3:  OEB — The options embedded in bonds and notes are

RIEBRIREIE 2 BiS A%

classified as financial liabilities at fair value through

profit or loss
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TARRE(E)

0]

(i)

EL

AR HSEMKL - ERONEBBR
PRER LT (BOHRIE - 01271) < EEARENE
RATBREEFENBEPLOMEREREE
S

BHE-_Z—+FNA=ZTHIEAER - EHE
B AEAEREEZZE 5N /71,400,000 %
T BREAEFNAB00ET c RZE—+F
NA=1H  EREAABGREEZEREE
#/2,673,300,000/8 7T °

Chief Key Limited ([ Chief Key ])

Chief KeyRN&BRZ A SEMMKYL - ZIEEE
MERAR(THERZ) 22 EHBERA - BiER
FRERBEMMKRL - RNV EBEBBZ IR
£ (B - 00936) - BEI2 R H B QA
TENENEEZEEMIES - DELERE
THY B EMIA R R R S 12 MR B IR
% RVEERHEBRPRERREES

HE-_Z—+EXA=ZTHIEAER - BEE
B AL REEZIRE EE /10,100,000 %
T BREREEAE0OBIT c RZE—tF
NA=ZTH - BREREAABGREEZEREE
#4251,300,00058 7T

31.

Top Ten Investments (continued)

0]

(i)

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, 2017,
the unaudited consolidated profit attributable to
owners of Grand Ming was HK$71.4 million with
basic earnings per share of HK$0.10. As at 30th
September, 2017, its unaudited consolidated
equity attributable to owners of Grand Ming was
HK$2,673.3 million.

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 (i)
trading of construction machinery and spare parts,
leasing of the construction machinery and providing
repair and maintenance services in respect of the
construction machinery; and (ii) manufacturing and
sales of proprietary Chinese medicines and health
products.

For the six months ended 30th June, 2017, the
unaudited consolidated loss attributable to owners
of Eagle Legend was HK$10.1 million with basic
loss per share of HK$0.01. As at 30th June, 2017,
its unaudited consolidated equity attributable to
owners of Eagle Legend was HK$251.3 million.
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31.

TARRE(E)
(i) FERA

(iv)

FREEFNBRETMERY - ERORESH
RETER L (BRI - 00581) - AEIR G &
HBAREZREEREEMEER -
HEMMEBAE SR EHEETR

BE-_Z—+EXA=FTHILA~MEA &
ERFEBEABBRAECEZZAENA
1,872,700,000 A R ¥ - GRREARZF]A0.55A
R¥ -R_T—tF X A=1+8 FERTHE
BAEEREEZEA#EZA11,323,400,000
AR o

MEBB

MEEERASEHSEMKYL - ERNRAELD
FEHR P LT KSR : BABA) - MEER
MEMBRAREIZETEREERRTHTE
B e

BHE-_ZT—+E+-_A=+—HILAEA -
MEEEHRAABOREEREZRAENA
56,424,000,000 A R ¥ - SR E XA F A
RNRARE R_TE—+tF+_A=+—
H WEEBEHEAABGRCEZEAREA
349,961,000,000 A FR# o

ANNUAL REPORT 2017 SHK HONG KONG INDUSTRIES LIMITED

31.

Top Ten Investments (continued)

(iii)

(iv)

China Oriental

China Oriental was incorporated in the Bermuda
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 00581).
China Oriental and its subsidiaries are principally
engaged in the manufacture and sale of iron and
steel products, trading of steel products and iron
ore and real estate business.

For the six months ended 30th June, 2017, the
unaudited consolidated profit attributable to
owners of China Oriental was RMB1,872.7 million
with basic earnings per share of RMB0.55. As
at 30th June, 2017, its unaudited consolidated
equity attributable to owners of China Oriental was
RMB11,323.4 million.

Alibaba

Alibaba was incorporated in the Cayman Islands
and its shares are listed on the New York Stock
Exchange (stock code: BABA). Alibaba and its
subsidiaries are principally engaged in online and
mobile retail commerce in China.

For the nine months ended 31st December, 2017,
the unaudited consolidated profit attributable
to owners of Alibaba was RMB56,424.0 million
with basic earnings per share of RMB22.12. As at
31st December, 2017, its unaudited consolidated
equity attributable to owners of Alibaba was
RMB349,961.0 million.
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TARRE(E)

(v)

(vi)

(vii)

Alphabet

AlphabetA ZE B + ERMHARRETER
FHEMIS LM RHASE - GOOGL) © Alphabet
REMB AR E BN EIRHEE R EG KA

HE-_Z—+F+-_A=+—BLHEKSF
& ' Alphabet# B A BB &GS E M A
12,662,000,000% 7T « FRERZF]H18.273%
T MR-_ZE—+F+-A=+—H " Alphabet
B ANEREEZIR S 5152,502,000,000
ETL e

HE

FREREBEMKY - ERDREBE AT
R EH (RN ASRE : 00002) - REREHE QA
TERERERPEES -

HE-_Z—+F+-_A=+—BLHEKSF
B HPEREABEEERRERENA
14,249,000,0008 7T + FRERRF] H5.647%
T -M-_T—+E+-_A=+—0 DEHEEL
AN JEAL B EIZER A 2 A 108,697,000,000 7%
5o

HEREHTRER

FERRIMERN P BEEMAL - RN EEH
PR BT (SR - 00958) © FEREHTELIR
EMBARZZETELER N RABESR
EMIHE

BHE-Z—+EXA=THIE~EAR #
BEFEREBEABOREERZRAENA
2,031,800,000 A R ¥ - EREXBF &
020ARM - RZF—tFA=+H " #F
BEFEREBEABORECERGRARTEA
23,679,100,000 A FR# -

31.

Top Ten Investments (continued)

(v)

(vi)

(vii)

Alphabet

Alphabet was incorporated in the United States of
America and its shares are listed on The Nasdaq
Stock Market (stock code: GOOGL). Alphabet and
its subsidiaries are principally engaged in delivering
relevant and cost effective online advertising.

For the financial year ended 31st December, 2017,
the audited consolidated profit attributable to
owners of Alphabet was USD12,662.0 million
with basic earnings per share of USD18.27. As
at 31st December, 2017, its audited consolidated
equity attributable to owners of Alphabet was
USD152,502.0 million.

CLP

CLP was incorporated in Hong Kong and its
shares are listed on the main board of the Stock
Exchange of Hong Kong (stock code: 00002). CLP
and its subsidiaries are principally engaged in the
generation and supply of electricity.

For the financial year ended 31st December,
2017, the audited consolidated profit attributable
to owners of CLP was HK$14,249.0 million with
basic earnings per share of HK$5.64. As at 31st
December, 2017, its audited consolidated equity
attributable to owners of CLP was HK$108,697.0
million.

Huaneng Renewables

Huaneng Renewables was incorporated in the PRC
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 00958).
Huaneng Renewables and its subsidiaries are
principally engaged in wind power and solar power
generation and sale in the PRC.

For the six months ended 30th June, 2017, the
unaudited consolidated profit attributable to owners
of Huaneng Renewables was RMB2,031.8 million
with basic earnings per share of RMB0.20. As at
30th June, 2017, its unaudited consolidated equity
attributable to owners of Huaneng Renewables was
RMB23,679.1 million.
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IRKBENESEMKL - EROREBER
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BE-Z—+FA=1THIEAR - REE
BB AR EEIZER A = /579,000,000
AR SREAEFA0MARE - BT
—+tFENAZTA  BRBEEHA ARLRE
EIZ4R A TS 56,898,900,000 A R -

Springs China

Springs China 2B SFEM AL © Springs
Chinax 2R ENPEIRE S LT AR RNEIN
EmzFRELRT -

BE-_ZT—XR"EFt+-_A=+—HIHBFEE -
Springs China ] & [2] /] D AT 18 S i35 B A JE(H 4
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31.

Top Ten Investments (continued)

(viii)

(ix)

Universal Medical

Universal Medical was incorporated in Hong Kong
and its shares are listed on the main board of
the Stock Exchange of Hong Kong (stock code:
02666). Universal Medical and its subsidiaries are
principally engaged in the provision of financing to
its customers under finance lease arrangements, the
provision of advisory services, the sale of medical
equipment, medical equipment leases under
operating lease arrangements, and the provision
of other services as approved by the Ministry of
Commerce of the PRC in the PRC.

For the six months ended 30th June, 2017, the
unaudited consolidated profit attributable to
owners of Universal Medical was RMB579.0 million
with basic earnings per share of RMB0.34. As at
30th June, 2017, its unaudited consolidated equity
attributable to owners of Universal Medical was
RMB6,898.9 million.

Springs China

Springs China was incorporated in the Cayman
Islands. Springs China principally invested in
companies primarily listed in Mainland China
and Hong Kong and in overseas listed Chinese
companies.

For the financial year ended 31st December, 2016,
the audited decrease in net assets attributable to
holders of redeemable participating preference
shares of Springs China was USD28.5 million. As
at 31st December, 2016, its audited net assets
attributable to holders of redeemable participating
preference shares of Springs China was USD255.7
million.
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31.

32.

TARRE(E)

(x) Sun Hung Kai & Co. (BVI) Limited([ SHK
BVL])
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BREMAKYL - ERONBBBPAER LT
(B RSR : 00086) ° FBER—RF)TNAH
FERNIENBEEREE -

BE-_Z—+FEXA=THIEANEAR TR
B NG R EFIZERE 7T A780,100,0007%
T BRELREFNA036EIT c R -E—+HF
NA=TH - FBERE ARGREEZEE
#E25/518,563,100,000/8 7T °

BEMEER AV ETE

AEBREABEET RRE RS ER SR T A A
X BRR - BBRREFET SRR (BEEERR -
MEREMEMERERR) FERRNTBESREL o

MBEREETIBAEAEBRANGHE  LENRERS
ETAE - BRZMBEREERBEPNMRENEER
RHMZRHZRSR KIS EEHEH SRS
1K o EARZEBRKFER - EERMPEREAELR
AEER

31.

32.

Top Ten Investments (continued)

(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, 2017, the
unaudited consolidated profit attributable to
owners of Sun Hung Kai was HK$780.1 million
with basic earnings per share of HK$0.36. As
at 30th June, 2017, its unaudited consolidated
equity attributable to owners of Sun Hung Kai was
HK$18,563.1 million.

Financial Risk Management and Fair Value
Measurements

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

Financial risk management is coordinated at the Group's
headquarters, in close co-operation with the Board
periodically. The overall objectives in managing financial
risks focus on securing the Group’s short-to-medium-term
cash flows by minimising its exposure to financial markets.
Long-term financial investments are managed to generate
lasting returns with acceptable risk levels.
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32. HEERREERAFEITE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)

321 BIBEEREEER 32.1 Categories of financial assets and liabilities
B R RN 25 2 EEES R T BE The carrying amounts presented in the statements
EXEEER of financial position relate to the following

categories of financial assets and liabilities:

2017 2016
—E—tE  —TAF

HK$°000 HK$°000
TRxT THET

Financial assets

MsEE
Non-current assets
FEMBEE
Available-for-sale financial assets
AHEEMBEE 385,350
Loans and receivables:
BERRENFRIA
— Amount due from an associate
— JEI —Filg 2 A B FUR 8,609

393,959

Current assets
nBEE
Available-for-sale financial assets
A SRR EE -
Financial assets at fair value through profit or loss
RATHEDR MRS REE 2 M EE 551,607
Loans and receivables:
B REWRIA
— Other receivables
— Hfth FE IR 4
— Cash and cash equivalents

-ReMRNEEEY 245,222

796,833

1,190,792
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32. HERREERAFEIE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)

321 BKEEREEERE) 32.1 Categories of financial assets and liabilities
(continued)

2017 2016
—®—tFE TR

HK$'000 HK$'000
FB FBT

Financial liabilities

Mg aE

Current liabilities

PEUN=NE

Financial liabilities measured at amortised cost:
WIS B BB SN AT 2

— Amount due to a fellow subsidiary

—R—TER B R FRIE 5,393
— Other payables and accrued expenses
— HAh T R e B R 23,753
— Amount due to a holding company
— R —fEERR A R IR 317
Financial liabilities at fair value through profit or loss
RATHEINRRERRRERE MG AE 10,454
39,917
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32. EREERAFEINEE)

32.2

S LR
SNERBRIEEBTRAZAFEXIRKRASRE

NS IE R B E TR B 2 R o

AEBBRIDRZABTET - EBEXRR
BRIBRAAEEZKRE  MZERETEN
Xt AR - FB% e AE - K
TRFEH([FH]FHE -

NS EZ MR EERBERRERBRE S
BT

Financial Risk Management and Fair Value
Measurements (continued)

32.2

Foreign currency risk

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

Most of the Group's transactions are carried out in
HK$. Exposures to currency exchange rates mainly
arise from the Group’s investments, which are
primarily denominated in USD, RMB, MYR, NTD,
JP¥, SGD and Thai Baht (“THB").

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

2017
—
HK$’000

THET
NTD
e

Financial assets
MISEE
Financial liabilities

HBaE

Short-term exposure

ysEtlila

Financial assets
WEEE
Financial liabilities

MBaE

Long-term exposure

KRR
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32.

BBEBREERAFEFR(E)

32.2

SRR ()

SN SHE 2 M B ER B B IR WBR RIBE A
FETTIT ¢ (48)

Financial assets

32.

Financial Risk Management and Fair Value
Measurements (continued)

32.2  Foreign currency risk (continued)

Foreign currency denominated financial assets and
liabilities, translated into HK$ at the closing rates,
are as follows: (continued)

2016
—T—RE

HK$'000

TET
)
XTT

SGD
HANETT

BT EE 6,035 15,307 3,228 19,223 - 9 2,434
Financial liabilities

BsasE - - (84) - - -
Short-term exposure

SRR 6,035 15,307 3,228 19,139 - 9 2,434
Financial assets

HMBEEE - - 291,761 8,470 1,292 -
Financial liabilities

HBEE - - - - - -
Long-term exposure

REER - - 291,761 8,470 1,292 -

TRIHERRBERASBEEAARZA
S ek BE - HHk - ARBERFM
WL ZINEERSE A Re e - ARERKE
M(RRE BN RiF AR LMK D 2 BHE
o

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

32,2 HNERERR(E) 32.2  Foreign currency risk (continued)
2017 2016
—B—tF —ERF
Increase/ Effect on Increase/ Effect on
(decrease)  profit after Effect on (decrease) profit after Effect on
in foreign tax and other in foreign tax and other
exchange retained components exchange retained  components
rates earnings of equity rates earnings of equity
(Note) (Note)
IMBER HH % Ep N b EIDTRES SR
2/ SRFRGE HAbp 2 s R H AR 5
Oma) EBRzZE 7 R A) R 2B
(Hiat) (e
HK$'000 HK$'000 HK$'000 HK$'000
FTHERT FERT THETT FET
MYR
B 1% 153 -
MYR
Bk (1%) (153) -
NTD
e 3% 97 -
NTD
ek (3%) 97) -
IP¥
H 2% 121 -
IP¥
A 2%) (121) -
THB
ES 2% 169 -
THB
Ttk 2%) (169) -
RMB
ARE 1% - 13
RMB
ARE (1%) - (13)
SGD
T 1% 24 -
SGD
TN T (1%) (24) -
HaE - Note:
EERFTRNRRBEFIE MSEERD - AmE Positive figure represents increase in profit and retained
R8N RARE BN A SR EIE M - earnings or decrease in loss whereas negative figure

represents decrease in profit and retained earnings or
increase in loss as appropriate.
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32. HREREERAFEINEE)

32.2

323

SRR (E)

RBER - AREMEEIINERR 2 BRED
Hr T RERSMNETE R BB A 7 LR B IR R A 3

EYREBEFRERFTEMET - BREBEE
BEEHIMNEEXEHHEEE T - RER QLN
Mz A REE BN - WETERBRER

HEE—_T-RF+_A=+—BLFEHAE
S ME P BURE DAL M ERR -

F$X+_MH%EZ%ME$ZAE DI

EHAEBE 2 BEEN - REEN RS
@W%ﬁ%iﬁ%
FREE
MNERBRFEERTIAZAFERBRSRER

T35 F R i MR R 2 FE R -

$%@&$“ﬂﬁLﬂﬁT%WﬁEﬂ$@?¥
""""" FM KM E) MAR TSN R ES 2 RERF
$J—L|;/\

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

32.2

32.3

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, 2016.

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

32.3

Interest rate risk (continued)

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

2017 PAONIS)
—E2—tfF ZE—RF
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
(Note) (Note)
F= B F= EApTEES
Em AR RE i, Al AR
OR4) BRzzE R A) B &
(Krat) (Btst)
HK$’000 HK$'000
FET FAT
Deposits
FR 0.5% 1,226
Deposits
&FR (0.5%) (1,226)
Hiat - Note:

EERFENRRERAEMREIRRD - A&
RFE R ARE BRI e8I 0 -

K& R - AR EATE S MR R R GURED
W BREMNE R A D LR RERE DL
REENGERHTEMETE - FIT2HREEEH TS
KREEBRTMSBERRR AR AIELRZ
2 WIHEEEHMNXEHEEE T —ER
SERRLENEZAEREESTGE - HEFEHE
EEBEREGHBEEZE_Z-"Ft+_-_A=1—H
I FEHGRAVBHRRABERES T ERE
DI

Positive figure represents increase in profit and retained
earnings or decrease in loss whereas negative figure
represents decrease in profit and retained earnings or
increase in loss as appropriate.

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, 2016.
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32. HREREERAFEINEE)

324

R E =k

RERBRSRERTAZAFAEIKRKRERR
ERTSREREMHBR RS < BR -

AEERNIIEEEE S ZBRARE KA
EVBEEELZREZHER - R IR
BRFBRES(DBRAFLENBEE)
SN TARERED /LT

AEEZ ETRETBENEL  BRAE R
R BE - FNEMEEEESRXSMLET - &
BHEARBASBRERBETED M LED
BURE -

i s i A I N i ST R
BB

TRINBRERHRE B AEEEEARER 2
BAREMEAEA RS - Mol BMAREBRE
B (RREEN) RiFA S EmK D 284

Financial Risk Management and Fair Value
Measurements (continued)

324

Equity price risk

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

The Group is exposed to equity price changes
arising from equity investments classified as
trading securities and available-for-sale financial
assets. Other than unquoted securities classified as
available-for-sale financial assets 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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32.

R LTESTEZAETRES - ARER
LB (TR TETA) 2 R ARL T AR

Financial Risk Management and Fair Value
Measurements (continued)

32.4  Equity price risk (continued)
Listed securities
In response to the reasonably possible change in
the market price of the listed securities, the Group’s

investment in listed securities excluding derivatives
has the following exposures:

2017 2016
—E—+tF —E—REF
Increase/ Effect on Increase/ Effect on
(decrease)  profit after Effect on (decrease) profit after Effect on
in securities’ tax and other in securities’ tax and other
market retained components market retained  components
price earnings of equity earnings of equity
(Note) (Note)
BEME P& HiER BHMIE HHiE
#gm  RFRFE Hip 5 i R AR EE
(h2) EBFzxE 7 B B2
(Hiat) (Hi5%)
HK$'000 HK$'000 HK$'000
THET FHET FHET
Hong Kong market
ARk 4% 17,071 -
Hong Kong market
HEMS (4%) (17,071) -
Malaysia market
R ET S 4% 612 -
Malaysia market
SRR M5 (4%) (612) -
US market
EH IS 4% 516 -
US market
EE M5 (4%) (516) -
Taiwan market
BIEMS 4% 129 -
Taiwan market
BETS (4%) (129) -
Japan market
ERNBE 4% 241 -
Japan market
HAmIS (4%) (241) -
Singapore market
% 4% 27 -
Singapore market
KT % (4%) 7) -
et - Note:

EHRFENRREBFIEMIEERLD, ATEHRK

TR R ARE B D sk RIE N

Positive figure represents increase in profit and retained
earnings or decrease in loss whereas negative figure
represents decrease in profit and retained earnings or
increase in loss as appropriate. 135
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BBEBREERAFEFR(E)

324 RERRE)
EZRHEH

HEEEROTEZABARES  AEER
BEREREOZREGATREE

2017
—E—tF
Effect on
Increase/ profit after
(decrease)

in underlying

tax and
retained
shares’ price CETGITH
(Note)
HH %
AR AR E
BRI 28
(Hiat)
HK$'000
THERT

rEERE
#hn,”
(R2)

32.

Financial Risk Management and Fair Value
Measurements (continued)

324

Equity price risk (continued)

Equity forward contracts

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

Effect on
other
components
of equity

L
HAE S
7

HK$°000
FTiEgx

AONIS)
T —NF
Effect on
Increase/ profit after Effect on
(decrease) tax and other
in underlying retained  components
shares’ price earnings of equity
(Note)
TEHRARR(E EIDTRES SR
i H AR 5
R A) Z :
(B&t
HK$’'000 HK$'000
T BT
4% (1,040) -
(4%) 1,040 -

Brat . RERBREZBmES M BERERRBRE
BERABHFAR _Z—RE+_A=+—
BHER  AERZEMAOTAERAZ
FZAVEZERED -  ZFHEERHER
FH - AN —ERRRZERANES 2 RF
EEPHENBEATKHEZSRAEZESRE
AT REBEEEE  TTIERERREKE
B2 TR o

EHRF AT RRE BT MREERD
?ﬁﬁﬁﬁ%ﬂ(ﬁﬁ%ﬁﬂ&1%%@%'J7Jﬁ9‘%§ﬂéi¥
u o

Note:

The financial effect resulting from changes
in underlying shares’ price represented the
theoretical change in fair value of all underlying
equity securities under the outstanding equity
forward contracts as if all these equity securities
were disposed as at 31st December, 2016. 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 disposal of these
equity securities been completed at the reporting
date, nor it is intended to be a projection of
future result.

Positive figure represents increase in profit and
retained earnings or decrease in loss whereas
negative figure represents decrease in profit
and retained earnings or increase in loss as
appropriate.
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32,5

RERRE)

RBER  AREMEHRERR 2SRED
FHBRRETEXEBERRREHES R
DHRMBRERENBE LY R BEFAERFTE
EE - RRESIEEIEE MR TIERA
HRREHEBHEEE T —HREARLHEZ
BRI BB - WETDERRR BRI
EIE-R"F+ZA=T—BUFERENE
BRAESBREDITAERERR -

FERR

FERBESMTACHF I REREMTA
ZIGEFRETEEMLE  YEHAKEEREHBE
Bz R -

AEEYEEMNEANEERREFREME—
RHEFREMN—EREREZIRZET -
HFLEEEE -

RRABESRITESRTARSHFHIE
ZRYF - EER - BAGRINBEEFENE
B - BARBEERRER -
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32. Financial Risk Management and Fair Value
Measurements (continued)

324

32.5

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, 2016.

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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32. HREREERAFEINEE)

32,5

32.6

FERRE)

AEBRMRTFRERE - BERERATHE
HFRGMMBMEES - R IER IR
HIRERI - RIRBEEBESME » EALR
SEREENRRCATIALNERES - R
HEBRENESKLHRIIES - EFE
ERREREEEASENBEERENRLE

G o
A

AEEEEERR ALV BEEMNE
WmEAMERAE  HARKERER -

AEBMBEEGEAE R R EMERINE
YRR -

REBESER

mBETRRY R EARERERBITAZNE
SREMMBEESAEMHABEMRBETIZR
RER - AKEEFERZREMRNRRE
TREARTEARER S REE BT EARE
RBETRAR - ARBZBER/EIEEZR
BEEKFRARESRE  NENEEHR

AEETEEBEREGRBITEEEOER
HRABEBRERE  UEBERPESS
2 ARERAERARDESHFR  ZEH
EERM=AATROEHRDESFE

Financial Risk Management and Fair Value
Measurements (continued)

32,5

32.6

Credit risk (continued)

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

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

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

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with
its financial liabilities that are settled by delivering
cash or other financial assets. The Group is exposed
to liquidity risk in respect of settlement of 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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32.

BBREBREERAFEFR(GE)

32.6

RBESEK(E)

FEEHFRENRS  ENTHERREE
BHNBNARRKZ =T RZRBDESFER
SMEAMBEZEAREERERBERH
MBEEZRNRENERRDESTFE

UFHITAAERN =B —LER=F—<F
+- A=t BZTENBRRZHBAL
HR -

At 31st December, 2017
RZE—+F+_A=+—H
Other payables and accrued expenses
Hib R & &R
Amount due to a holding company
R—FRERR R BRI
Amount due to a fellow subsidiary

R—FER Z M E R BFR
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32. Financial Risk Management and Fair Value
Measurements (continued)

32.6

On demand/
less than
6 months

RER
2618 A
HK$°000
FTHET

Liquidity risk (continued)

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

Analysed below is the Group’s remaining
contractual maturities for its non-derivative financial
liabilities as at 31st December, 2017 and 2016.

1to5
years

Over
5 years

6 to 12
months

1E54F
HK$'000
FHxT

55 F
HK$’000
FHxT

62121 A
HK$000
FET

At 31st December, 2016
RZE2—RF+ZA=+—H

Other payables and accrued expenses

Hit R R E B A 23,753 - - -

Amount due to a holding company

R—EEIR R RIFIE 317 - - -

Amount due to a fellow subsidiary

R—FERRK B R RFIEA 5,393 - - -
29,463 - - -
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32. HERREERAFEIE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)
327 AYEFE 32.7  Fair value measurements
(a) NTEHEZRATLEIENMBREER (a) Financial assets and financial liabilities

MaE

TREJREBEAFERE  RNBRSAR
NHEAENUBEERBEZEN -
HRBREFEHEVHEELEEZ
RNHEMERNERE R 8 ARNBL
i BUBEEREBEIOA=ZEWN
MR AHERBORATEE :

- F—E  HREEMABNER
TS RE CRIERE) -

- F_E: FEMREZHREN
SRR EEXBBENBRREZE
A A RERE(BINER) SHEE
(BREER) : &

- F=E - BERBELIFERE
BEEmSBE2BACGEESR
BA) °

AFEREDERY AFEH TS B
EAZGAZRERER - %5 BB
AENEEEITERDE -

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

327 AQREFEE) 32.7  Fair value measurements (continued)
(a) BRATEIENUBEERBMEARE (a) Financial assets and financial liabilities
(&) carried at fair value (continued)
RN RANIRAFEFEZHBE The financial assets and liabilities measured
ENABTEID BUATHAFEZERE - at fair value in the statement of financial

position are grouped into the fair value

hierarchy as follows:

2017
—E—+tF
Level 1 Level 2 Level 3 Total
F—fE -8 E=E wEm
HK$'000 HK$’000 HK$’000 HK$'000
TR FET FET FET
Assets
BE
Available-for-sale financial assets
AR ENEEE
— Listed
—Fm
— Unlisted
—JkLEm

Financial assets at fair value through profit or loss
BATESIRMEBRERRIE VB EE

— Listed securities held for trading

—BEEEBE L ET#H2
Total fair value
N ERRE
Liabilities
I=NEd

Financial liabilities at fair value through profit or loss

BEATEIEREERRERE MG AE
— Call options embedded in bonds and notes

—RABFRREZ ] RP D

Total fair value
NERTE

Net fair value
NEFE
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32. HERREERAFEIE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)
32.7 RAFREFEE) 32.7  Fair value measurements (continued)
(a) RATEIERNIBEERUKEE (a) Financial assets and financial liabilities
(%) carried at fair value (continued)

Level 1 Total
] = PR
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHT
Assets
Available-for-sale financial assets
AL EBEE
— Listed
— Lk - 139,979 - 139,979
— Unlisted
—JELm - 184,129 - 184,129

Financial assets at fair value through profit or loss
RATEVRREBHRGIE MG AE

— Listed securities held for trading

—REEEEz LhES 548,588 - - 548,588
— Listed warrants

— EmRREE 676 - - 676
— Equity forward contract

—REERHEL - 2,343 - 2,343

Total fair value
NF{EERE 549,264 326,451 - 875,715

Liabilities

BfE

Financial liabilities at fair value through profit or loss
BATVEIRIEERREREZMBEE

— Call options embedded in bonds and notes

— A EFRRE 2 AR R B O - 10,454 - 10,454
Total fair value
NE{ELERE - 10,454 - 10,454
Net fair value
NEEFERE 549,264 315,997 - 865,261
RIFEHRE - F-BRE_E2MHALE There have been no significant transfers
E-pNC: between levels 1 and 2 in the reporting
period.
EEFQE+§Q$@ZZ\5%%E@&WT§@M The methods and valuation techniques used
T ¥R BRI AE L S AR s B o for the purpose of measuring fair value

are unchanged compared to the previous
reporting periods.
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32. HREBREERAFEINEE)

327 AFEFEE)
(b) fEERNRE_EBEAFEFEFRRMAZ

BARE
FE LT AR

ERNBAAHLENBEEZIFLT
BAREBEBZABRERRZAABEE -
REBBEZ W - AREARE @S
EHEERMNELAERELENEE
FEBEEM - FFLTRAFSFZAA
EEAEBZRECERHNEERZ
BEFEET -

AR EHEHESFIERERA LD
ZATEERBYEXEEMEETE
BERABMEERMMETE -

L RIE ETERSRES

LW RSE EREBESF 2R FETIRIA
TRz RERMETE

AREEFEZEARTABEKERS
REREEE S AMELAKESD - EFH
D RS G - REEE BEFIHD
DEEATELENKEERPESH S
HATESRM T AME24) -
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32. Financial Risk Management and Fair Value
Measurements (continued)

32.7

(b)

Fair value measurements (continued)

Valuation techniques and inputs used
in Level 2 fair value measurements

Unlisted equity securities

In respect of unlisted equity securities
classified as available-for-sale financial
assets 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 these unlisted equity securities are
determined based on the net asset value of
the fund as at valuation date 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 24).
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32. HERREERAFEIE(E) 32. Financial Risk Management and Fair Value
Measurements (continued)
327 ADREFEE) 32.7  Fair value measurements (continued)
(b) HEENTRE-_EAFETERRMNZ (b) Valuation techniques and inputs used
WABE(E) in Level 2 fair value measurements

(continued)

Listed and unlisted debt securities
(continued)

LRI ETERES(E)

B EERMERZIERBRNT

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

() EHBHHE (i) Valuation of debt element

144

BEHFBORIIEERBIRZQFERE
REFERZSEREA 2 AFES
DA EWEERNERRER  BEE%
TEEH RZ-_ZE—+F+=A
=t+—H EFFHPZ2AFENE
135,505,000 L (= —RF : 49
#232,276,000 % 7T ) - it Ty IR FT
Bz W RFR ez KRB RE
REAHNETZ2REMmMNE Bk
W E T2 BEE BGREEEE
ERRsTEER - RZT—+tF
TZA=1+—H BEBFBHZERE
FENTF319%E6.81%(—ZT—X
FNTHEA8T%ZE10.83%) °

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, 2017, the fair value
of the debt element is approximately
HK$135,505,000 (2016: approximately
HK$232,276,000) which was calculated
based on the present value of
contractually determined stream of
future cash flows discounted at the
required yield, which was determined
with reference to instruments of
similar terms and similar credit risks.
The effective interest rates of the debt
element at 31st December, 2017
ranged from 3.19% to 6.81% (2016:
ranged from 4.87% to 10.83%).
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32. HREBREERAFEINEE)

327 AFEFEE)
(b) fEERNRE_EBEAFEFEFRRMAZ

WARBIE(E)

LRI ETEBES(E)

(i) PTET A HE

74 T BLEB{R M A TR R A F 1A
R R RS ERS B2 ATE
SBT RN ERRER -

R-E—+tFR-_T—XF+=A
=t+—H HETXKEESRIE
REBNOTAETABNDETZME
& - 2F M THull-Whitetd & - 3%
BAZ ERFARBEREERNT
0.00E0.01(ZZF—/X%F : 71 F0.00
£0.04) BHARENT1.08% =
520%(ZF—"F : NF3.80% %
8.70% ) + 258 BRI = )% 0.01
(ZE—RF :001) °

RIBEGNGR  AREARGREESR
EBERREHTERLEZA D ZEEK
10 RAKTERIIGRA

R-T—XE+-A=+—8 &84
HEBAXAETERZRIEH  Z
B SR A BMEERERE - =H
B - Z|HAEABR0.544F « R E1.14%
Mg B ZR0.00% °
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32. Financial Risk Management and Fair Value
Measurements (continued)

32.7

(b)

Fair value measurements (continued)

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

Listed and unlisted debt securities
(continued)

(i) Valuation of derivative element

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

As at 31st December, 2017 and 2016,
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 0.01 (2016:
ranging from 0.00 to 0.04), default
intensity ranging from 1.08% to 5.20%
(2016: ranging from 3.80% to 8.70%)
and short rate volatility of 0.01 (2016:
0.01).

Equity forward contracts

As at 31st December, 2016, underlying
stock of the equity forward contract was
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, 2016, forward
contract pricing formula was 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, risk-free rate
1.14% and dividend yield 0.00%.
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32. GIBEREERAFENE(E) 32.  Financial Risk Management and Fair Value
Measurements (continued)
32.7 AFREFEE) 32.7  Fair value measurements (continued)
(©) BRAG R HIEEE (0 Financial assets carried at cost

THAHNERBEERKATE - H
RERNFEEELASETE -

R-TB—+E+-A=+—H REE
AZ 1% B 1% A 78 30,448,000 T (= =
— N4 130,222,000/ 70 ) FI/BE < EEA
RNEREE 2 ZRELAEREY - %
BABPIRET MR ERERE -
REBEE-ZEZ—X"F+=-A=+—81
FE  BREABRABEGEEMSE
EREFEE B666,000%7T - R-F
—X"FE+-A=+—H8 BEABRA
L B = % A BB 524,200,000
EXRAEBERERREAEEFTEA
3,800,000E 7T - RIEEAZEKEZRA
FEEEA SRR REAEER=-Z
—+FE+ - A=1+—B8%KH0BHT
ERREANR —_ZE—+F+-_A=+—
BeBBER RZE—tF+=A
=t+—0  AEEVEASLEREA-

REEBZHE /1£§E&¢

The following available-for-sale financial
assets are measured at cost because their
fair values cannot be measured reliably.

Investment in Investment A was carried
at cost of HK$30,448,000 (2016:
HK$30,222,000) as at 31st December,
2017. Investment A is registered as a
limited partnership in Jersey, Channel
Islands. Investment A focuses on Asia
Pacific region private equity investing. For
the year ended 31st December, 2016,
the audited net surplus from operations
attributable to limited partners of
Investment A was USD0.66 million. As
at 31st December, 2016, its audited net
asset value attributable to limited partners
of Investment A was USD24.2 million and
net assets value attributable to the Group
of Investment A was USD3.8 million. The
fair value of the investment in Investment
A cannot be measured reliably as the
Group can only access to the financial
information as at 31st December, 2017
of the Investment A around 90 days after
31st December, 2017. The Group has no
intention to dispose of Investment A as at
31st December, 2017.

Investment in sub-participation in

31,252,000 B TT ( —F — XN F Investment B was carried at cost of
31,020,000 70) 78R - W EBNEEB HK$31,252,000 (2016: HK$31,020,000).

BRAESEMAL - IEBREKBA
RIFERENHNERCALLHEREHAE
/E@J EA@Zifj /\EF"" H +_
BIEFEE - &ﬁMﬁﬁAﬁmW%,A
188 RS FAZ IS A 4,400,000 5 B 3=
TLeRZE—AF+A=+—0 &
EBHAANBLERCEZEEFESR
28,100,000 7T M A S BB HNIEEB
& EF1E /54,900,000 7T - AR EB
ZREZ NFEEEAUSAZE BAK
SEER-ZE—tEFF+ZA=+—HEY
90H ;A ERIREBR T —+F+ =
A=+—HBZHBER R=_ZE—tF
+ZA=+—H8 ' AEEVETELE
$2EB -

Investment B was incorporated in the
British Virgin Islands. Investment B and
its subsidiaries are principally engaged
in participating in provision of financing
in Indonesia. For the year ended 31st
December, 2016, the unaudited gain of
investment in sub-participation attributable
to owners of Investment B was USD4.4
million. As at 31st December, 2016, its
unaudited net asset value attributable
to owners of Investment B was USD28.1
million and net asset value attributable to
the Group of Investment B was USD4.9
million. The fair value of investment in
Investment B cannot be measured reliably as
the Group can only access to the financial
information as at 31st December, 2017
of the Investment B around 90 days after
31st December, 2017. The Group has no
intention to dispose of Investment B as at
31st December, 2017.
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B ERE
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33.

CAPITAL COMMITMENT

2017
—E—tF

2016

HK$°000
FHT

HK$'000
THET

Contracted for but not provided in the consolidated financial statements

EEAERTLE R EL 2R
— Financial assets

—-WHEE

34.

BEXER
AREZERERBRARRAKREFRNUFELSE
B F R ABRREH AR R

AEEESDMEMEHEEAEEY AR AR
BARGERE - AEBU B ERESHE R /EESRHEEN
s

R¥E A2 BEEESLRMT

34.

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
and makes adjustments to the capital structure in light of
changes in economic conditions. The Group monitors its
capital structure on the basis of debt to equity ratio.

The debt to equity ratio at reporting date was as follows:

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
T THT
Borrowings
B _
Total equity
T 4aRE 1,155,194
Debt-to-equity ratio
BEEERIE 0:1
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Year ended 31st December,

BE+t-A=1+t—HLEE

2013 2014 2015 2016 2017
—T=F —TE —T—RF —FRF —E—tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAET FABT FTHET
Results:
S

Profit/(loss) attributable to the owners
of the Company
RNAREA ARIERF, (EEB) 127,388 87,105 (103,989) (73,565)

As at 31st December,
R+=—A=+—H
2013 2014 2015 2016 2017

—T—=F —T—mE —T—AF —T—RF —E—tF
HK$’'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FET FET FET FET

Assets and liabilities:

EERAE:

Current assets

MENVEE 1,209,357 1,131,398 1,072,691 797,272
Total assets

BEEE 1,374,266 1,425,939 1,245,691 1,195,111
Current liabilities

BB E 41,636 49,342 15,718 39,917
Total liabilities

afEmes 41,636 49,342 15,718 39,917
Total equity

B RE 1,332,630 1,376,597 1,229,973 1,155,194
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