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Overview

SHK Hong Kong Industries Limited (the “Company”) and its
subsidiaries (collectively the “Group”) recorded a profit for the year
ended 31st December, 2019, primarily arising from its investments
in investment funds and bonds.

Financial Key Performance Indicators

The Group recorded a net profit attributable to the owners of the
Company in the amount of approximately HK$14.5 million (2018:
loss of approximately HK$43.6 million) for the year ended 31st
December, 2019, comprising profit of approximately HK$25.3
million from equity related investments (2018: loss of approximately
HK$42.1 million) and profit contribution of approximately HK$11.8
million from bond investments (2018: approximately HK$20.6
million).

As at 31st December, 2019, the Group’s net assets attributable to
the owners of the Company increased by 1.9% to approximately
HK$1.11 billion. In comparison, the Hang Seng Index and the Hang
Seng China Enterprises Index advanced by 9.1% and by 10.3%
respectively during 2019.

Being over-cautious on the China economy, we had relatively low
net exposure to risk assets, causing the underperformance.

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.
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Prospects, Investment Basis and Strategy (continued)
2019 is a reversal of 2018. The Federal Reserve of the United States
and the China governments realized that they had over-tightened
monetary conditions in 2018. The subsequent monetary and fiscal
policies turned benign in 2019 and favourable towards risk assets.
At the start of 2020, however, the coronavirus has dealt a blow to
the China economy with a low visibility on prognosis. To meet the
growth target of gross domestic product, it is likely that the China
government will accelerate debt-financed public investments to
mitigate the sudden drop in the private investments and private
consumption caused by the nationwide preventive measures to
contain the virus in first half of 2020. Therefore, the national debt
level and money supply is likely to rise and put a strain on the
Renminbi again, which is unkind to China related risk assets. We
expect the stock market of Hong Kong will be flat at best in first half
in 2020 and we will only consider accumulating stocks with decent
growth profile and attractive valuations. As said in the interim report
of 2019, we had started our bond portfolio with medium yield
and have been increasing its allocation. Its performance has been
satisfactory so far.

The Group will consider to dispose of its investments held in
accordance with the abovementioned basis and strategy.

Warren Lee Wa Lun
Chairman

Hong Kong, 19th March, 2020
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Investments

REEE

Description

Investment Review
As at 31st December, 2019, the Group’s major investments were as
follows:

Listed Equities
ETARA

Fixed Income

HK$583.8 million of a portfolio of listed shares in 23 companies

H23RARZ ETRMDEK 2 —EREHE - EEA583,800,000/8 7T

HK$235.6 million of fixed income instruments issued and/or guaranteed by an overseas

government, 13 listed in Hong Kong and overseas companies and unlisted companies

& E Y 2

B — BN R 13REE MBI LT AR RIE LT ARETRSEREERES

BT A - {&{E/5235,600,0007 7T

Investment Funds

REEE TEAREES

Sub-participation in Unlisted Investment

RIELEMREZHBESH

Direct Investments in Unlisted Equities

HK$133.7 million in 7 investment funds
{&{E/4133,700,000/5 7T

Sub-participation of HK$54.1 miIIion in an unlisted investment

—HERFLTREZHES R

' {B1E 454,100,000/ 7T

HK$23.4 million in one direct investment in unlisted equities

RIELETRAZ HERE —IERIEETRAZ EERE - (E(E/523,400,00047T
KEBZREHEEERENEE - 88 - ZEIMSERAEZ  The Group’s portfolio of investments comprised mainly securities in
FH o Hong Kong, Taiwan, United States and Malaysia.
REBZEFRAKRERIELTRAKRE(BFEESEE)ER.  The Group's fixed income investments and unlisted equities
E—NF 2 RB0EHN - EAE FHRARE ZEERFR  investments, including funds investment, contributed most of
TBE o the profit in 2019 notwithstanding the value of its listed equities

TR BHEREEEGTRIZEENAAKRERTRAIHE
H&E@ﬁ@ A (fEH I?ET#E%%Z =#31AR7) ~ Kovan
LimitedZ fiB2 M (—RLEME)EB)AF]) * Springs China
Opportunities Feeder Fund(—REZRERFRHLKFELTA
AIRRBINET2HBEARIZER) - TEEEE (AR 2 RT)
K& CVC Capital Partners Asia IV Associates L.P.(—FRIEE R T2 K
wERIMARAFZTLFNESR)

FA - EBFREBATAABBERETRE
CIERUAMEASERNER) - ARBOHABARA
%) BUEBIERA R AR (FRHE L ERIARSS) -
BRERDR(REEELENERER) MPEBA
BB ERAR(REEERE)

BAEEERARRA

A(FAad

RELE B
BRmBiEE

investments declined during the year.

The five most profitable investments in our securities portfolio
during the year were New Oriental Education & Technology Group
Inc. (provision of private educational services in China), sub-
participation in Kovan Limited (a company participating in financial
activities), Springs China Opportunities Feeder Fund (a fund investing
in companies listed in Mainland China and in overseas listed
Citigroup Inc. (global bank) and CVC Capital

Partners Asia IV Associates L.P. (an Asia Pacific region private equity

Chinese companies),

investment fund).

The five biggest losses in our securities portfolio during the year
were CSOP Hang Seng Index Daily (-1x) Inverse Product (a futures-
based product), Tatung Co., Ltd (comprehensive enterprise), A.Plus
Group Holdings Limited (provision of financial printing services
in Hong Kong), Tai Hing Group Holdings Limited (operation and
management of restaurants) and China Unicom (Hong Kong)

Limited (provision of telecommunications services).
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Significant Investments Held and Prospects
As at 31st December, 2019, the Group held the following significant
investments:

kﬁﬁ“ﬁ}“ﬁﬁﬁ’&ﬁ(ﬁtm)

“ZE-hFE+-A=1t—R8  KRAZHEEAEEE
E BE814.64% > TR A KNRWEERSE IR BB
1B HERAR IR B 18.4949,500,0008 7T ©

®B EBE_Z-NAFHLA=THLAEAR(=Z2—H
i%ﬂﬂﬂﬁ HEFREAEL kﬂ%lZ%Aﬂy
49% ZE #924,750,000,00081 &% » TBHHV T —IF
BEARE KRB A R EFREIL20,205,000,000
76 W Bk = 491,498,000,000 % & ¥ - KE M *
F R BRE 4~ B5 18 % 58 494,035,000,000 %1 & ¥ =
RZE—NFH LE A FE L 4EF) 49 1,004,000,000 %7
B KREGGEFHEMEEARARER D EHRRE
WEREEE Z 518 R #97,771,000,000 1 & B2 INE 4
11,867,000,000%7 & #EFTEL °

AR BRRERBEREATEGHARAR T _TF2
EBERTNTE - B - AREERPEZEERE
BERER - AR HARKEERZBREERLE
RELAKBEM T - A ERBERESEMH &
BN EBEMRAE - HARR - AREER =R
RN EIRIEY,

RER - ERBRARE - ARR—RENEBRBEER
BRE RARBEZEMEBRARNEEE -

Tatung Co., Limited (“Tatung”)

Market value of Tatung as at 31st December, 2019
amounted to 14.64% of the Group's total assets. No
realised gain/loss was recorded but unrealised loss of
approximately HK$9.5 million from Tatung were recognized
during the year.

Performance: for the nine months ended 30th September,
2019 (“9M 2019"), the revenue of Tatung group decreased
by 49% to approximately NTD24,570 million, compared
with the corresponding period of last year. The decrease was
primarily because of the drop in revenue from photoelectric
department to approximately NTD 1,498 million during 9M
2019 from approximately NTD20,205 million during the
corresponding period of last year. The net profit attributable
to Tatung rose to approximately NTD1,004 million for 9M
2019, from net loss incurred by Tatung of approximately
NTD4,035 million for the corresponding period of last
year. The improvement in net profit attributable to Tatung
is due to the loss incurred by minority interests of Tatang
group increased to approximately NTD11,867 million from
approximately NTD7,771 million.

Prospects: the coronavirus outbreak might adversely affect
the business of Tatung in 2020. Firstly, the operation
resumption of production lines of the Tatung group in
China was delayed. Secondly, the demand for products
of Tatung group would drop due to the worsening
economic environment and outlook. However, based on
the comparable historical precedents, the negative impact
on economy is short-lived and manageable. We are of the
view that the Tatung group will overcome the temporary
setbacks and get back to the right track.

Investment strategy: as an equity investment, the Company
generally adopts the general value-investment thesis: hold
the investments until its market price exceeds its intrinsic
value.
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Significant Investments Held and Prospects (continued)

2. Grand Ming Group Holdings Limited (“Grand Ming”)
Market value of Grand Ming as at 31st December, 2019
amounted to 6.11% of the Group’s total assets. Realised
loss of approximately HK$0.1 million and unrealised loss
of approximately HK$3.3 million from Grand Ming were
recognized during the year.

Performance: for the six months ended 30th September
2019 (“FH 2019/20"), the revenue of Grand Ming group
increased by 35% to approximately HK$368 million,
compared with the corresponding period of last year.
The increase was primarily driven by revenue recognition
of the sales of three units of Cristallo during the period.
Gross profit was down by 11% to approximately HK$101
million. Net profit was approximately HK$44 million for the
FH 2019/20, representing a decrease of 14% compared
to the corresponding period of last year. Excluding the fair
value change of investment properties, Grand Ming group
recorded an underlying profit of approximately HK$26
million in FH 2019/20, representing a decrease of 51% as
compared with the corresponding period of last year. The
drop in underlying net profit is because (i) additional work
from a construction project was recognized during the
corresponding period of last year, while no such additional
work was recorded during FH 2019/20; and (ii) the selling
expenses rose to approximately HK$29 million during FH
2019/20 from approximately HK$12 million.

Prospects: the sales of the Grand Marine project in Tsing Yi
were well received subsequent to FH 2019/20, providing
a solid foundation for Grand Ming group to look for
opportunities to replenish its land bank to substantiate its
property development business.

Investment strategy: as an equity investment, the Company
adopts the general value-investment thesis: hold the
investments until its market price exceeds its intrinsic value.

Saved as disclosed above, details of the value performance and
prospects of significant investments held by the Group are set out
in Note 29 to the consolidated financial statements and in the
Chairman’s Statement on pages 3 and 4 of this Annual Report
respectively.

For a detailed understanding of the performance and future
prospects of those listed significant investments, please refer to the
published annual/interim reports of the respective listed companies
as shown on the HKExnews of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange of Hong Kong”).

Other details of material investments of the Group are set out in
Note 29 to the consolidated financial statements.
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Dividend

The board of Directors of the Company proposes to preserve cash
for investment activities and does not recommend any dividend for
the year ended 31st December, 2019 (2018: Nil).

Closure of Register of Members

The forthcoming annual general meeting of the Company is
scheduled to be held on Tuesday, 19th May, 2020 (the “AGM").
The register of members of the Company will be closed from
Thursday, 14th May, 2020 to Tuesday, 19th May, 2020, 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 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong
for registration not later than 4:30 p.m. on Wednesday, 13th May,
2020.

Financial Review

Revenue

Revenue of the Group increased by 7.8% to approximately HK$30.3
million for the year ended 31st December, 2019 (2018: HK$28.1
million) is mainly due to the increase in dividend income from
investments of approximately HK$2.5 million and distribution from
perpetual securities of approximately HK$1.6 million.

Other Net Income

Other net income increased to approximately HK$12.2 million
for the year ended 31st December, 2019 (2018: other net loss of
HK$36.5 million) because net investment gain of approximately
HK$11.4 million was recorded in 2019 (2018: net loss of HK$37.7
million).

Administrative and Other Operating Expenses

The Group’s administrative and other operating expenses decreased
by 11.8% to approximately HK$25.1 million for the year ended 31st
December, 2019 (2018: HK$28.4 million). The decrease is mainly
attributable to i) management fee paid to the investment manager
dropped by HK$1.5 million and ii) transaction costs incurred for
securities investments dropped by HK$2.1 million during the year.

Profit and Total Comprehensive Income

Due to the abovementioned factors, profit for the year attributable
to owners of the Company increased to HK$14.5 million (2018:
loss of HK$43.6 million). In addition to the fair value change and
realization adjustments for bond investments of approximately
HK$6.0 million, total comprehensive income for the year attributable
to owners of the Company increased to HK$20.4 million (2018: loss
of HK$48.6 million).
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Financial Resources, Liquidity and Gearing Ratio

As at 31st December, 2019, the Group had cash and cash
equivalents of approximately HK$86.1 million (2018: approximately
HK$387.1 million), investments of approximately HK$1,030.6 million
(2018: approximately HK$735.0 million) and no bank borrowings
as at 31st December, 2019 and 2018. 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, 2019, was 0% (2018: 0%).

Foreign Exchange Exposure

As at 31st December, 2019, 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, 2019, 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$62.3 million
(2018: HK$40.0 million).

Staff Costs

The Group's total staff costs (including Directors’ emoluments) for
the year ended 31st December, 2019 amounted to approximately
HK$3.4 million (2018: approximately HK$3.3 million).

Pledge of Assets
As at 31st December, 2019, the Group had no assets under pledge.

Employees

The total number of staff of the Group, including Directors, at
31st December, 2019 was 6 (at 31st December, 2018: 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.
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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 up
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.

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 to notify the Board on an exceptional
reporting basis by investment manager.
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Principal Risks and Uncertainties Facing the Company
(continued)

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 (details can be referred to Article 178 of The Article of
Association of the Company in the Company’s website). Meanwhile,
the Company is a company listed in Hong Kong. The Group also
has to comply with the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong. During the year ended 31st
December, 2019 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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2019 ANNUAL REPORT

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, 2019.

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, an indication of likely future development
in the Group's business, a description of the principal risks
and uncertainties facing the Company and the Company’s key
relationship as well as environmental policies, performance and
compliance with the relevant laws and regulations, 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 4,
the Management Discussion and Analysis on pages 5 to 11 and the
Environmental, Social and Governance Report (“ESG Report”) on
pages 42 to 46 of this Annual Report. The Chairman’s Statement,
the Management Discussion and Analysis and ESG Report also form
part of this Directors’ Report.

Financial Statements and Appropriations

The financial performance of the Group for the year ended 31st
December, 2019 and the financial position of the Group at that date
are set out in the consolidated financial statements on pages 54 to
147.

The Board has resolved not to declare a dividend for the year ended
31st December, 2019.

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 22 to the consolidated financial
statements respectively.

Distributable Reserves
Distributable reserves of the Company at 31st December, 2019 are
shown in Note 22 to the consolidated financial statements.
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Share Capital
Details of the movements in share capital of the Company are
shown in Note 21 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, Mr. Albert Ho and Mr. Mark Wong Tai Chun 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 Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange of Hong Kong”) from all Independent Non-
Executive Directors of the Company, and considers them to be
independent.

Directors’ Service Contracts

None of the Directors who are proposed for re-election at the AGM
has a service contract with the Company which is not determinable
within one year without payment of compensation, other than
statutory compensation.
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Biographical Details of Directors
The biographical details of the Directors are set out below:

Executive Directors

Warren Lee Wa Lun, aged 56, 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 appointed as an independent non-executive director of
Wise Ally International Holdings Limited (“Wise Ally”) in December
2019. He is also appointed as the executive director and acts as
the managing director of Da Yu Financial Holdings Limited (“Da
Yu”) in July 2019. Wise Ally and Da Yu are the companies listed
on the main board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange of Hong Kong”). He is also a director of Yu
Ming Investment Management Limited (“YMIM"), the investment
manager of the Company and a wholly owned subsidiary of Da Yu.
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 NTEI. Mr. Lee
graduated with a Bachelor of Science Degree from The University
of East Anglia in England in 1986 and obtained a distinction in
Master of Science Degree from The City University Business School
in London in 1988.
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Biographical Details of Directors (continued)

Executive Directors (continued)

Mark Wong Tai Chun, aged 55, 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 Chartered Governance
Institute (formerly known as 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 Allied Group Limited (“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, APAC and Dragon Mining are
companies listed on the main board of the Stock Exchange of Hong
Kong. Tanami Gold and Tian An Australia are companies listed on
the Australian Securities Exchange.

Non-Executive Director

Arthur George Dew, aged 78, 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 and Dragon Mining, and a non-
executive director of Tian An Australia. He is also the non-executive
chairman and a non-executive director of Tanami Gold. AGL, APL,
APAC and Dragon Mining are companies listed on the main board
of the Stock Exchange of Hong Kong. Tian An Australia and Tanami
Gold are companies listed on the Australian Securities Exchange.

Independent Non-Executive Directors

Albert Ho, aged 62, 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 77, 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, a company listed on
the main board of the Stock Exchange of Hong Kong. He was an
independent non-executive director of Sinotrans Shipping Limited
(“Sinotrans Shipping”). He ceased to act as independent non-
executive director of Sinotrans Shipping following the delisting of
its shares from the Stock Exchange of Hong Kong on 16th January,
2019.
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Biographical Details of Directors (continued)

Independent Non-Executive Directors (continued)

Louie Chun Kit, aged 55, 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 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.

Director’'s Emoluments

With the recommendation of the Remuneration Committee, the
Board approved the proposal for adjustment of director’s fee of
each executive director and each non-executive director (including
independent non-executive directors) for the financial year of
2019. Subject to approval by shareholders of the Company (the
“Shareholders”) at 2019 AGM, the director’s fee for each of Mr.
Warren Lee Wa Lun and Mr. Mark Wong Tai Chun (executive
directors) would be adjusted from HK$30,000 to HK$35,000
per annum, and each of Mr. Arthur George Dew (non-executive
Director) and Mr. Peter Lee Yip Wah and Mr. Louie Chun Kit
(independent non-executive Directors), all being members of audit,
nomination and remuneration committees of the Company, would
be adjusted from HK$80,000 to HK$85,000 per annum while
the director’s fee of Mr. Albert Ho (independent non-executive
Director), being chairman of audit, nomination and remuneration
committees of the Company) would be adjusted from HK$130,000
to HK$138,000 per annum.

The minimum annual remuneration of the Chairman and Executive
Director, Mr. Warren Lee Wa Lun was increased by 7.6% to
HK$2,960,000 with effect since 2019.

Directors’ Interest in Transactions, Arrangements or
Contracts

During the year, YMIM, of which Mr. Warren Lee Wa Lun
is a director, was entitled to receive a management fee of
HK$16,335,000 payable by 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.
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Connected Transactions and Continuing Connected
Transaction

Significant related party transactions entered into by the Group
during the year ended 31st December, 2019, which may also
constitute connected transactions or continuing connected
transaction under the Listing Rules, are disclosed in Note 26 to the
consolidated financial statements.

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

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

The interests and short positions of the Directors of the Company
in any shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of
the Hong Kong Securities and Futures Ordinance (the “SFO")) as
at 31st December, 2019, 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, 2019

R=ZB—h#F

+=—A=+—H

BERG EEEERITRG
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Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
FRE BaERAA (EPN

Albert Ho Beneficial owner Personal 2,296,000 0.06%
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Save as disclosed above, at no time during the year ended 31st
December, 2019 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.
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Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures of the Company
and Associated Corporations (continued)

Interests in shares of the Company (continued)

Save as disclosed above, none of the Directors or the Chief
Executives of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any
associated 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.

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 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 13, the persons who have served on the boards of the
subsidiaries of the Company during the year ended 31st December,
2019 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, 2019, 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 2019
R-ZE-hF
ax = HIER i E
FERS EERBERT
FTERRER Bt & 54 EEME BE ROBHESL
AGL 1 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
e R AR R NEIRER
Lee and Lee Trust 2 Interest of controlled Corporate interest ~ 3,082,889,606 74.97%
corporation
IR TR NERER
Many Merit Asia Limited ("“MMA") 3 Beneficial owner Beneficial interest 329,160,000 8.01%
BEmlEAA BamiEm
Lin Wan Qaing 3 Interest of controlled Corporate interest 329,160,000 8.01%
corporation
MER R AR R NEIRER
Kiat - Notes:
1. & EEFERE 2 BB A BRI AR R3,082,889,606% A7 1. AGL held 3,082,889,606 shares of the Company through its wholly-

2. TRIELA C ERELTRERE R LS B2 EELee and Lee
TrustZ{Z5EA © Lee and Lee TrustiZHlBt A £ E 2 74.95%E %
(BERBREERBLEZ AAED) RALERIEEEZSHEE
SEHEBZBRD -

3. MMAR 5 282 7329,160,00002 8515 - MMABRMERCERE
WA - At - MEREEREBREELZETHMMARS ZRHE

Zs5 o

BREMEEN  REF-AF+-A=+—RH  EFXTHNE

BEMEMATRAR RSB EE(EEREFRAE K
PIEXVER) ZBfy ~ BRADTAET A Z MR HESFTHER
BESRARRAIEXVIBZARE - 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 329,160,000 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, 2019, 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.



20 SHK HONG KONG INDUSTRIES LIMITED

DIRECTORS’ REPORT
EEERE

Mﬁ%ﬁ

RZFB-N\FLAZF+REB  ARAERHEREEETL N
REEEHGH(REERHE]) YR _FT—-N\FALA+=H
BB R E - REBEREERERZ  SBREETBREWHEY
EFeHTAREZARER BB T hF—A—H
ETET—F+-A=+—H BHREERAZFEENT
BEARARAAZAREGRBEEFEIS% 2 FERE (T
2EFFARBAZKR - BZARBARABEEAZEERERZ
AEBHGAEEFEZ VTHOBAERREFTHREM)  RAE
ERBET A=t HLEFURBARRREEAZLEE
RECEAEEFEBEARARBHRREETEZABENER
ZREMRFRFEANTRBARRREE A AR BREZRER
BEEFEERI20% 2 BHER -

HE-Z-NF+-_A=+—"HUIEFE AEEENIENS
HINEERE B EAA16,335,0008 7T °

IR BB — B ERE
ZIRTEIEL IR -

X5 WAREELTRAFI4AE

AATVBIIEHTEEDIRE LR
=2

%&ﬁgum u/<§§

(@) HEAKE-RMAERGBENIL
(b) I AREEERAEEERET K
© REREZSEXZNEMGHE RATFEEAFTABR

B EXPIIEES  FAME LA FELARDAE
EXBDEFR2EERITHRERZEMBAL -

e

2019 ANNUAL REPORT

Management Agreement

On 26th July, 2018, an investment management agreement (the
“Investment Management Agreement”) was entered into by the
Company and YMIM, which was approved by the independent
Shareholders on 12th September, 2018. Under the Investment
Management Agreement, YMIM agreed to assist the Board with the
day-to- day management of the Group from 1st January, 2019 to
31st December, 2021. 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, 2019, Mr. Warren Lee Wa Lun was common
director of the Company and YMIM.

For the year ended 31st December, 2019, management fee of
HK$16,335,000 was paid or payable to YMIM by the Group.

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

The Company’s Independent Non-Executive Directors had reviewed
the above continuing connected transaction and confirmed that the
said transaction had been entered into:

(@ 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 26 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”), 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.

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, 2019.

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,
2019.

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 listed shares during the year.

Donations
The Group made charitable donations of HK$152,000 during the
year.

Event After the Reporting Period

Impact of Novel Coronavirus Outbreak to the Group

Since January 2020, the outbreak of Novel Coronavirus (“COVID-19")
has dealt a big blow on the global business environment. In
preparing the consolidated financial statements, the Group applies
fair value to measure its financial assets at fair value through other
comprehensive income and financial assets at fair value through
profit or loss. In 2020, fair value of the Group’s financial assets
at fair value may be subject to fluctuations due to the COVID-19
outbreak. In view of the development and spread of COVID-19
subsequent to the date of this annual report, further changes in
economic conditions arising thereof may have negative impact on
the financial results of the Group, the extent of which could not be
estimated as at the date of this annual report. The Group will keep
monitoring to the situation of the COVID-19 and react actively to its
impact on the financial position and operating results of the Group.

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

The accompanying financial statements for the year ended 31st
December, 2019 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, 2020
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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, 2019.

Model Code for Securities Transactions by Directors
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. Another Independent Non-Executive Director,
Mr. Peter Lee Yip Wah, has the appropriate legal experiences.
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 or accounting qualification. There is no relationship
(including financial, business, family or other material/relevant
relationship) among Board members.

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

Board of Directors (continued)

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

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

Attendance of individual Directors at Board meetings in 2019:

Executive Directors

HITEE

Warren Lee Wa Lun (Chairman)
FERERE)

Mark Wong Tai Chun

F R

Non-Executive Director
HHITEE

Arthur George Dew
WEE

Independent Non-Executive Directors
BUHHTTEE

Albert Ho

AR

Peter Lee Yip Wah

FEE

Louie Chun Kit

B R

4/4 100%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

4/4 100%

—NEFEERBITHRAEEEEHER  KOEF
—R -EEETEHERMNARNMBESRHLED14AZ
BA EREARELFEER MAAESHAKEHR
BIEBIENMASEIE - BEFEXHEANERMEDIRE

REF UERKREHERBHFREM XM RAEHRE
HFE % -

TENMBBLFATEENAAGHEON T —NF

877 -

Four regular Board meetings had been held in 2019 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.

A private meeting of the Chairman and all independent non-
executive directors had been held in 2019.



26

SHK HONG KONG INDUSTRIES LIMITED

CORPORATE GOVERNANCE REPORT
=ERWmE

N\

=

ESE(E)
i.

BExg(®)

() E=EREEEZAGREE
EFeMNREXBEAEmREASENRKE
i ATV B BEREBBREE  #RFEEER
Bz RE#E - DAELEEERAERER R

15 RAKEREBRRHEMZ A5

BRI MBI THITZES  BFEA
KE—REBLE - BIEEBBRRMELRER
R ARMITESES ﬂiZﬁW&#ﬂ BB A
KRECZKEEDNEFSEREE

ARAFHRELERFREEEARAF([BHE
BERER  PEEEEBRITHIE-

UNTREARAERSERE :

—  ARBZKRERPHBEEZNE

-  BREDIKHIEMDIE(WF)

~  EFSERZED %

- AT mm 25 R EH R RS
%0

R5,/F

Eyv

REFETHEH L EFSREATEENE
ERRR  ERVBRRERE  IwhkHtEFE
NP HRE - JwmPAREMEATR(WH) °

ARBERARBEERR
ZERARE T

BB EMEEIEHEE

2019 ANNUAL REPORT

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 Exco 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:

- announcement 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 approves 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 arranged training course during the year
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:

Attending expert
briefings/seminars/
conferences relevant to
the business or
directors’ duties or

risk management or

Reading regulatory
or monthly updates/

attending in-house taxation or
Directors briefings financial reporting
SHERERNES
HEESR BERRBREER
BHMERS BB RU B ER
BREHERHE ZERENE
BEx REBENE EHRE 'E
Executive Directors
HITES
Warren Lee Wa Lun
FHE v v
Mark Wong Tai Chun
BN | v v
Non-Executive Director
FHITES
Arthur George Dew
WERE v v
Independent Non-Executive Directors
BYEHITES
Albert Ho
fAJHRAR v v
Peter Lee Yip Wah
FERE v v
Louie Chun Kit
EEES 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 2019:

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

- review of all policies and practices adopted by
the Company including, inter alia, shareholders
communication policy, etc;

- 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.

(c)  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 and a half years, 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.

Exco

The Exco is established by the Board, comprising Mr.
Warren Lee Wa Lun and Mr. 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 operates normal course of business of the Group.
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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 2018 annual results and 2019 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 2018 annual financial statements and 2019
interim financial statements;

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

(d)  reviewing and approving the 2019 audit scope and
fees;

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

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

(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, 2019, 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.

In 2019, the Audit Committee members met 2 times with
external auditor and met 1 time with internal 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 2019:

Albert Ho (Chairman)
(CIE I NE D)
Arthur George Dew
INERSA

Louie Chun Kit
s

Peter Lee Yip Wah
£

3/3 100%

3/3 100%

3/3 100%

3/3 100%
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Nomination Committee

The Nomination Committee has been established by the
Board to comply with the Listing Rules and is chaired by
an Independent Non-Executive Director. The Nomination
Committee currently comprises four members, namely Mr.
Albert Ho (Chairman of the Committee), Mr. Peter Lee Yip
Wah and Mr. Louie Chun Kit, being Independent Non-
Executive Directors and Mr. Arthur George Dew, being Non-
Executive Director. The Nomination Committee is provided
with sufficient resources to discharge its duties.

The major roles and functions of the Nomination Committee
are:

(@)  toreview 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)

iv.

Nomination Committee (continued)

The Nomination Committee has formulated and set out
the nomination policy (“Nomination Policy”) in its terms of
reference. The objective of the Nomination Policy is to ensure
that the Board should have a balance of skills, experience
and diversity of perspectives appropriate to the requirements
of the Company’s business. To ensure changes to the Board
composition can be managed without undue disruption,
there should be a formal, considered and transparent
procedure for selection, appointment and re-appointment
of Directors, as well as plans in place for orderly succession
(if considered necessary), including periodical review of such
plans. The appointment of a new Director (to be an additional
Director or fill a casual vacancy as and when it arises) or any
re-appointment of Directors is a matter for decision by the
Board upon the recommendation of the proposed candidate
by the Nomination Committee.

The criteria to be applied in considering whether a candidate
is qualified shall be his or her ability to devote sufficient time
and attention to the affairs of the Company and contribute
to the diversity of the Board as well as the effective execution
by the Board of the responsibilities. Further details of the
selection criteria and the procedure are set out in the terms of
reference of the Nomination Committee which are available
on the websites of the Stock Exchange and the Company.

There was no change in directorship during the year.

One nomination committee meeting was held during the year
with 100% attendance rate in the presence of Mr. Albert Ho,
Mr. Arthur George Dew, Mr. Peter Lee Yip Wah and Mr. Louie
Chun Kit to (i) review the structure, size and composition of
the Board, (i) assess the independence of Independent Non-
Executive Directors, (iii) review the re-election of retiring
directors at the forthcoming AGM, (iv) review the board
diversity policy, and (v) make recommendations to the Board.
In addition to the above meeting, the nomination committee
also dealt with matters by way of circulation during the
year to review the terms of appointment of non-executive
directors (including independent non-executive directors), and
make recommendation to the Board.
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Corporate Management (continued)

V.

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.

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 2019 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.
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Corporate Management (continued)

Vi.

vii.

viii.

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.

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.

Dividend Policy

The Board has adopted the dividend policy effective on
1st January 2019. The Company’s dividend policy aims
at providing reasonable and sustainable returns to its
shareholders whilst maintaining a position of financial
stability which allows the Company to take advantage of any
investment and expansion opportunities that may arise from
time to time.

The Board may declare or propose dividend on an annual
basis and/or may declare interim dividends or special
dividends. Proposal or declaration of dividends by the Board
is subject to consideration of the Company’s and the Group's
operating results, accumulated and future earnings, gearing,
liquidity position, capital commitment requirement and
future expansion plan as well as general economic conditions
and external factors that may have impact on the financial
performance and position of the Company and the Group. In
addition, as the Company is a holding company, the Board
will also consider the dividends received from its subsidiaries,
associates and joint ventures as the ability to pay dividends by
the Company is dependent on the dividends received from
those subsidiaries, associates and joint ventures.

The Board will regularly review the dividend policy and will
amend and/or modify the dividend policy if necessary.
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Remuneration of Directors and Senior Management
The Executive Directors are closely involved in and are directly
responsible for all activities of the Group and the Company was
managed by the investment manager. The Board considers that the
senior management comprise the Executive Directors.

Particulars regarding senior management and other Directors’
remuneration and the five highest paid employees as required to be
disclosed pursuant to Appendix 16 to the Listing Rules are set out in
Note 12 to the consolidated financial statements on pages 96 to 98.

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.

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 notice to the Shareholders for the AGM held in
2019 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 21st May, 2019 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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“ENFRERASFEBESHLEER : Attendance of individual Directors at general meetings in 2019:

AGM
RRBFRE
Number of meetings
=P8 1

Executive Directors

HITES

Warren Lee Wa Lun (Chairman)

FEM(EE) ”n 100%
Mark Wong Tai Chun

FRE 11 100%

Non-Executive Director

FHTES

Arthur George Dew

WERIE 11 100%

Independent Non-Executive Directors

BUFHTES

Albert Ho

AR 11 100%
Peter Lee Yip Wah

FERE 11 100%
Louie Chun Kit

L 1Al 100%

RRREERRBERGHR_Z_TFRATNEEIT - £ The forthcoming AGM of the Company will be held on 19th May,
2LRENERGUBIIREFTNETRAR © 2020 and resolutions to be proposed thereat will be voted separately
by way of poll.
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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.

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, 2019.

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 Control

The Group's systems of risk management and internal control
involve the operation and/or supervision of the Board, the Exco, 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 Exco, 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 10 and 11 of this Annual Report.
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Risk Management and Internal Control (continued)

For the year ended 31st December, 2019, the Board, through
the Audit Committee with the assistance of internal auditor
from the holding company, Allied Group Limited (“IA Function”)
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. No significant areas of concern that may affect financial,
operational, compliance controls, internal audit, risk management
and internal control functions of the Group were identified.

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

The IA Function checks 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 Policy. It
depicts 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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Services rendered

Auditor's Remuneration

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

Fees paid/payable

RN IR Bt EAER
HK$'000
FET
BDO
VAL E
— Audit services
— ZBURTS 314
— Other non-audit services
— HAth FERZBRTE 103
417

ESRREMERNERGSMBERRZEE

EFORARESAV BRI INEZEML - ZEEIBLRER
BHREAELREZETBAFNELI7TAEES3H 2B ZBED

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
47 to 53.
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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, 2019. 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) across the Company,
we consume limited amounts of electricity and paper. Water
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 2019, the Group's total electricity consumption
was around 5,000 kwh and similar to 2018.

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 Chairman’s Statement on page 9 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 Women'’s Foundation, Cambodian Children’s Fund
and Kids4Kids.

As at 31st December, 2019, 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.
Senior management is involved, together with professional trainers,
in designing training programmes that meet the demands of the
work place. Training content during 2019 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 manager and Executive Committee,
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 of investment manager and the
Company 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 the
Company’s or investment manager’s employees’ direct reporting
of any unlawful conduct, any incident of corruption, avoidance of
internal control, incorrect or improper financial or other reporting to
senior management. This policy is either circulated in the Company’s
or investment manager’s employees periodically or placed on the
corporate electronic platform of the Group to facilitate their 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.

During 2019, the Group sponsored the activities organized by
The Women's Foundation and Cambodian Children’s Fund
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.
Cambodian Children’s Fund provide support to kids and young
people to ignite their power to develop social responsibility.
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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 54 to 147, which
comprise the consolidated statement of financial position as at
31st December, 2019, 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, 2019 and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") 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 financial assets at fair value through other
comprehensive at income (“FVOCI”)

Financial assets at FVOCI of approximately HK$165,478,000
included certain listed debt securities which amounted to
approximately HK$53 million as at 31st December, 2019.

The valuations of the aforesaid listed debt securities carried at
fair value had been determined by management with assistance
of an independent professional valuer. Such valuations involve
the determination of the valuation models and the selection of
different inputs and the assumptions made in the valuation models
by management and the independent professional valuer, in
particular the applicable borrowing rates of the issuers of the listed
debt securities as at the valuation date. Any changes in valuation
models adopted and inputs and assumptions applied could lead
to significant changes in amounts reported as fair value in the
consolidated financial statements.

We identified valuations of these financial assets at FVOCI as a key
audit matter because the valuation of financial instruments without
a quoted price in an active market 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 3.6, 4, 15 and 30 to the consolidated financial
statements.
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Key Audit Matters (continued)

Our response:

Our procedures on valuation of financial assets at FVOCI relating to
these listed debt securities included:

3 Assessing the valuation methodology applied on the
financial instruments;

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

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

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

Valuation of unlisted equity securities

Financial assets at fair value through profit or loss of approximately
HK$841,770,000 included certain unlisted equity securities which
amounted to approximately HK$96 million as at 31st December,
2019.

The valuations of the aforesaid unlisted equity securities carried at
fair value had been determined by management with the assistance
of an independent professional valuer. Such valuations involve the
determination of the valuation models and the selection of different
inputs and the assumptions made in the valuation models by
management and the independent professional valuer. Any changes
in valuation models adopted and inputs and assumptions applied
could lead to significant changes in amounts reported as fair values
in the consolidated financial statements.

We identified valuations of these financial assets at FVPL as a key
audit matter because the valuation of financial instruments without
a quoted price in active market 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 3.6, 4, 16 and 30 to the consolidated financial
statements.

Our response:
Our procedures on valuation of financial assets at FVPL relating to
these unlisted equity securities included:

3 Assessing the valuation methodology applied on the
financial instruments;

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

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

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

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.
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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.

o obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s
internal control.
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Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements (continued)

. 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, 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
mERmR

HE-Z—NF+-A=1+—HIL4FE For the year ended 31st December, 2019

2019 2018
ZEB-hEF —E-N\F
HK$'000 HK$'000

FHET AT
Revenue
WA 5 30,320 28,128
Other net income/(loss)
HAb A/ (518 ) F 5 6 12,160 (36,493)
Administrative and other operating expenses
TR HMEEER (25,084) (28,434)
Impairment losses on financial assets at fair value through other comprehensive income

("FVOCI™)

RATFESARMEERRE (MR TEF AR M EEKE B EEZRE (1,949) -
Share of loss of associates
FE(EBE AR &R (763) (104)
Finance costs
BB R (212) =
Profit/(loss) before income tax
FEBATER, (Bi8) 7 14,472 (36,903)
Income tax expense
Fris R 8 - -
Profit/(loss) for the year
REEBRF(EFE) 14,472 (36,903)
Profit/(loss) for the year attributable to:
REERF (R ELS
Owners of the Company
RRABERA 14,472 (43,567)
Non-controlling interests
FEIER - 6,664

14,472 (36,903)
Earnings/(loss) per share attributable to the owners of the Company (HK cents)
EAREEARESRER,(FE) GBIL) 70
— Basic
—HK 0.35 (1.06)
— Diluted
—¥58 0.35 (1.06)

Turnover — gross proceeds and revenue
BERE - TS RIERERITA 5 272,084 731,400
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GeEmkEMEZEERER

BE2—_Z—NF+=—H=+—HLL%JE For the year ended 31st December, 2019

2019 2018
—e-nE  —FN\%

HK$’000 HK$'000
FTEx TAET

Profit/(loss) for the year

REZ RN,/ (EE) 14,472 (36,903)
Other comprehensive income/(expenses)

Hp 2wz (BH)

Items that may be reclassified subsequently to profit or loss:

HEWEEEN P EERm2EA -

Change in fair value of financial assets at FVOCI offset by impairment losses

BAVEFAREBEEWEMEEE A FEZESRBRETIE 4,883 (2,060)
Reclassification adjustment for realisation upon disposal/redemption of financial assets at FVOCI

HE BERATES AL B2 EREVEEERSIR BN D RRE 1,076 (2,994)
Reclassification adjustment for realisation upon disposal of an associate

A E - QRSN M ER SRR = (19)
Other comprehensive income/(expenses) for the year, net of tax

BBz AFEAMC2ERSE (BAH) 5,959 (5,073)
Total comprehensive income/(expenses) for the year

rEEZEWRE (BR)BEHE 20,431 (41,976)
Total comprehensive income/(expenses) for the year attributable to:

FEEZEWE (BR)BEELS :

Owners of the Company

AATHER A 20,431 (48,640)
Non-controlling interests

iR - 6,664

20,431 (41,976)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI R

R-Z—NF+=-H=+—H As at 31st December, 2019

2019 2018
—EB-hF —EN\F

HK$'000 HK$°000
FTHEx TAT

ASSETS AND LIABILITIES

BEEREE

Non-current assets

FREBEE

Interests in associates

NGNS 14 23,417 10,544

Financial assets at FVOCI

BAHE ARSI B EE 15 157,448 102,869

Financial assets at fair value through profit or loss (“FVPL")

BAFESABR([RATESABRDMBEE 16 257,966 157,555
438,831 270,968

Current assets

REEE

Financial assets at FVOCI

RATFEFT A M 2RI %A E 15 8,030 -

Trade and other receivables and prepayment

B 5 N A R K FA R FRIR 17 1,016 489

Financial assets at FVPL

BRAHERFAERMBEE 16 583,804 464,035

Cash and cash equivalents

ReMRLEEY 18 86,132 387,053
678,982 851,577

Current liabilities

REEME

Trade and other payables and accrued expenses

B 5 LEMENRKETER 19 1,548 19,334

Amount due to a related company

R — e B X B RRIE 20 4,902 =

Amount due to a holding company

R—FERIR A B RRIE 20 319 341

Amount due to a fellow subsidiary

X —ER ZKI B AR FIE 20 _ 4,575

6,769 24,250

Net current assets

REEEFE 672,213 827,327

Total assets less current liabilities

EEAERRBAE 1,111,044 1,098,295

Net assets
BEFE 1,111,044 1,098,295
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ara BB R

R=-Z—N&F+=-A=+—H As at 31st December, 2019

2019 2018
ZEB-hF —E-N\F
HK$’000 HK$'000
Tt THT
EQUITY
R
Equity attributable to the owners of the Company
AAREEAELER
Share capital
&N 21 918,978 918,978
Reserves
s 22 192,066 171,635
1,111,044 1,090,613
Non-controlling interests
RIS - 7,682
Total equity
EEAE 1,111,044 1,098,295
Net asset value per share attributable to the owners of the Company (HK$)
ARABBEEAELEREEFECET) 23 0.27 0.27

FOABRFI14TBE 2 GEMERRCAATESEES([EEE]|)  The consolidated financial statements on pages 54 to 147 were
AT -TFE= A+ NABIERRETZE - WA FEFEREK  approved and authorised for issue by the board of Directors of the

BE Company (the “Board”) on 19th March, 2020 and are signed on its
behalf by:

Warren Lee Wa Lun Mark Wong Tai Chun

FHfR EREH

Chairman Director

FE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEDBER

HE-Z—NF+-A=1+—HIL4FE For the year ended 31st December, 2019

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

RARER ARG ER FERER EnRE

Capital Investment
Share contribution  revaluation Retained
capital reserve reserve earnings Total
RA BERYARE REEHEE REEF B
(Note 21) (Note 22) (Note 22)
(FzE21) (PaE22) (FffEE22)
HK$°000 HK$°000 HK$'000 HK$°000 HK$°000 HK$°000 HK$'000
TET TET THT TET TET TET TET

At 1st January, 2019

—E-NF-A—BHEE 918,978 367 (1,542) 172,810 1,090,613 7,682 1,098,295
Profit for the year

RERRF = - - 14,472 14,472 - 14,472
Other comprehensive income

HEip 2k - - 5,959 - 5,959 - 5,959

Total comprehensive income for the year
AEEERRRERE - - 5,959 14,472 20,431 - 20,431

Disposal of a subsidiary

HE— KB A A - - - - = (7,682) (7,682)
Transactions with owners

BREEAZRS - - - - - (7,682) (7,682)
At 31st December, 2019

—E-hEFEt+ZA=1t—H#&E 918,978 367¢ 4,417¢ 187,282¢ 1,111,044 - 1,111,044
R ZEBE-AFT-A=1+—H - L5AREEE192,066,000/8 TR *  The aggregate amount of these balances of HK$192,066,000 represents

RIFE M BARR R 2 - the reserves in the consolidated statement of financial position as at 31st
December, 2019.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEmBER

HE-Z—NF+-A=1+—HIL5E For the year ended 31st December, 2019

Non-

controlling
Equity attributable to the owners of EES

ARTERAEL SHERES

Capital Investment
Share  contribution revaluation Translation Retained Dividend
capital reserve reserve reserve earnings reserve
LZN B RESHEE  EXRE  RERF  RERE
(Note 21) (Note 22) (Note 22)
(Mkar)  (ME22) (W22
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TEL THAL TAL T TAL ThL TATL THL

At 1st January, 2018

“E-\§-f-REE 918,978 367 3512 19 216,377 205,585 1,344,838 1,018 1,345,856
Loss for the year

AEERE - - - - (43,567) = (43567) 6,664 (36,903)
Other comprehensive expenses

Ath2EER - - (5,054) (19 - - (5,073) - (5.073)

Total comprehensive (expenses)/income for the year

AEE2E(BR)/ halE - - (5,054) (19 (43567) = (48,640) 6,664 (41,976)
Interim dividend paid (Note 9)

B ERE Hit9) - - - - - (205585 (205589) - (20558)
At 31t December, 2018

“Z-\F+-A=1-REE 918,978 367* (1,542)* = 172,810* =¥ 1,090,613 7,682 1,098,295
* RZTE-N\FE+ZA=+—H  HZEE4%171,635,000/8 T * The aggregate amount of these balances of HK$171,635,000 represents

m%égﬂ%ﬁﬁﬁ%zﬁgﬁ ° the reserves in the consolidated statement of financial position as at 31st
December, 2018.
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERERER

HE-Z—NF+-A=1+—HIL4FE For the year ended 31st December, 2019

2019 2018
—EB-hF —EN\F

HK$'000 HK$°000
TR TAT

Cash flows from operating activities

REEBCRERE

Profit/(loss) before income tax

FRERATRT (B58) 14,472 (36,903)
Adjustments for:

S TFEBELFE

Interest income from financial assets at FVOCI

RATFESAEMEERGEVBEEZFSRA 5 (11,575) (12,886)
Realised loss/(gain) on disposal/redemption of financial assets at FVOCI

& EERAFEF AN ARGV HEEZ SREE (W) 6 37 (7,017)
Reversal of impairment loss on interest in an associate

BEN R E QR 2w 2 BERE 6 - (15,398)
Dividend income

SN ON 5 (15,895) (13,387)
Distribution from perpetual securities

DIk EKEES 5 (1,646) -
Finance costs

BB 212 _
Interest income from bank deposits

RITIF A B HA 5 (1,204) (1,855)
Net (gain)/loss including interest income on financial assets at FVPL

RATEFABRWBEEFRE), BB (BIERNSKE) 6 (11,398) 60,156
Exchange loss/(gain)

bE R Eia, (Mas) 470 (73)
Share of loss of associates

g NG 763 104
Gain on disposal of a subsidiary

HE B R Rz Wes 6 (162) =
Impairment losses on financial assets at FVOCI

BAFEF AR ERETBEE 2 RE 7 1,949 =
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERTRER

BE2—_Z—NF+=—H=+—HLL%JE For the year ended 31st December, 2019

2019 2018
—E-NF —T\F

HK$’000 HK$'000
TERT TAET

Operating loss before working capital changes

AetEEE LA 2 EEER (23,977) (27,259)
Increase in trade and other receivables and prepayment

B 5 N A FE UK TR K TR AN FRIA LG AN (491) (443)
(Decrease)/increase in trade and other payables and accrued expenses

g5 R ERA KRBT ERCRD), /1 (27,507) 16,986
Decrease in amount due to a holding company

R —EHERR R AR R A (22) =
Decrease in amount due to a fellow subsidiary

R —RIRZRM B A B FIER S (4,575) (2,887)
Increase in amount due to a related party

Sl [ NS Eesb | 4,902 =
Change in financial assets at FVPL

RAHE ARG B EES (135,361) 65,007
Cash (used in)/generated from operations

REEB(RR) /EEzRe (187,031) 51,404
Interest paid

AR (212) =
Dividend received

B R 15,895 13,387
Bank interest received

BYERITH R 1,204 1,855

Net cash (used in)/generated from operating activities

B (ER) EEZESFE (170,144) 66,646




62 SHK HONG KONG INDUSTRIES LIMITED 2019 ANNUAL REPORT

CONSOLIDATED STATEMENT OF CASH FLOWS
mERERER
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2019 2018
—e-nE  —FN\%

HK$'000 HK$'000
FTHEx TAT

Cash flows from investing activities
REEB2RERE
Distribution from perpetual securities

Dk BKEESH 1,646 =
Purchase of financial assets at FVOCI
BARNHE AR RSB EE (105,430) (93,658)
Purchase of non-current financial assets at FVPL
BASERBIEATEF AN EBRVBEE (73,844) (2,797)
Proceeds from redemption of financial assets at FVPL
BOIR N HEA ARG EEE - 11,882
Proceeds from disposal/redemption of financial assets at FVOCI
HE BB AT ES AR MRS S EE 47,073 123,449
Net proceeds from disposal of a subsidiary
HE—RHWBARIFRERIE 25 2,165 =
Proceeds from disposal of an associate
HE — R L R RIS IE 14 - 17,600
Interests received from financial assets at FVOCI
BAHE AR EEREM B EE 22 WFHR 10,465 5,400
Increase in amount due from an associate
JEU — el Bk & R B RIBIEG AN (12,852) (92)

Net cash (used in)/generated from investing activities

BEEKGFER) /EEZRSFE (130,777) 61,784

Cash flows from financing activities

RMEXBERERE

Proceeds from bank borrowings

RITIEBE PTG 49,178 =
Repayment of bank borrowings

BRRITEE (49,178) =
Dividend paid

ERRE - (205,585)

Net cash used in financing activities

RMERBRACHESIFR - (205,585)
Net decrease in cash and cash equivalents
RERASEEYRHL FE (300,921) (77,155)
Cash and cash equivalents at 1st January
R—BA—HZRERRLZEY 387,053 464,208

Cash and cash equivalents at 31st December

RT-ZA=+—HAZBEEeRREEEY 18 86,132 387,053
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DM AR B ETELITE13SRBAESANE18
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HE_T—NE+_A=+—BLEE  ARARZHA
RAEBRZBEFMR I EEAR AT RAART L
BEERARABAEEBRAR([BMEKE]) « BE
E@AEBMESSEMRIZABRLETERAT AR
Tz &% 75 Alee and Lee TrustZ{S7EA ° Lee and
Lee TrustZEFEAZ EB 2 MU AR B BTELITE
138 A RS RE241Z o

AR REMBRAR(MEAIAER DRFRAZEEE
BERRERLEMRIFLMZE/MTA -

RAH RNEER] 2 ERMBHRE LR FEY
BmEER )

21 RAFH/SETEBMEREEN - =2
—NE—A—BRER

RAFEE  AREEBRERATIHEEER
AAE([BEBEAMAE])FRM2HEE
ERIERMBREEN  HEXRXEFER_-F
—hWF—-A—BRzFERE M BRRAE
R AR -

BRMBREE BEMBREER _T-REFE

pd ] “EFRHFERE
BEEHER BERAL NN REER
EVEHCHEN)

BRI REER BEARENRERIETE
ELEACCHES)

AR BEIMEER e

£165

BE(BRMBRERE AEHEETEEY
ZEE)RER3N

RMZ ST ER] BB P B R EERE AR
SEZUWBRRLBEEAZE - BHSHER
BEHBN XM o o R—T—NEF
—A—HRBZEERRERNTEMBIRE
RERF 16— MEN EMEANKE 2 M BHRKE

> By 488
RE -

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, 2019, 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 new/revised HKFRSs - effective
on 1st January, 2019

In the current year, the Group has applied for the
first time the following new/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, 2019.

Amendments to HKFRSs ~ Annual Improvements to HKFRSs
2015-2017 Cycle

Amendments to HKAS 28 Long-term Interests in Associates
and Joint Ventures

Amendments to HKFRS 9 Prepayment Features with Negative

Compensation

HKFRS 16 Leases

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

The adoption of these new/revised HKFRSs has
no significant impact on the Group’s financial
statements. Details of the changes in accounting
policies are discussed as below. In addition, HKFRS
16 — Leases which is effective for the annual period
beginning on 1st January, 2019 has no impact on
the Group’s financial statements.
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Adoption of New or Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(continued)

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

The following new/revised HKFRSs, potentially
relevant to the Group’s financial statements, have
been issued, but are not yet effective and have not
been early adopted by the Group.
Amendments to HKFRS 3 Definition of a Business’
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its
Associate or Joint Venture3
Amendments to HKAS 1 Definition of Material’
and HKAS 8
Amendments to HKFRS 9,  Interest Rate Benchmark

HKAS 39 and HKFRS 7 Reform!

HKFRS 17 Insurance Contracts?

1 Effective for annual periods beginning on or after
1st January, 2020

2 Effective for annual period beginning on or after
1st January, 2021
3 The amendments were originally intended to

be effective for periods beginning on or after
1st January, 2018. The effective date has now
been deferred/removed. Early application of the
amendments continues to be permitted

Amendments to HKFRS 10 and HKAS 28 - Sale
or Contribution of Assets between an Investor
and its Associate or Joint Venture

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

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
54 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 new/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 financial
assets at FVPL and FVOCL, 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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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.

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

3.2

Basis of consolidation and business
combination (continued)

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

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 goodwiill),
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. EASHBEBEE) 3. Summary of Significant Accounting Policies
(continued)
33 KEAF 3.3 Subsidiaries

3.4
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HEIERIZEBR

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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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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3. Summary of Significant Accounting Policies
(continued)

3.4

Associates (continued)

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

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

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

3.5

Foreign currency translation

The 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.

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

(continued)

3.6

Financial instruments

0]

Financial assets

Classification

The Group classifies its financial assets in
the following measurement categories:

- Financial assets at fair value (either
through other comprehensive
income or through profit or loss);
and

- Financial assets at amortised cost.

The classification is generally based on two
criteria:

- the business model under which
the financial asset is managed; and

- the contractual cash flow
characteristics of the financial asset.

Measurement

All regular way purchases or sales of
financial assets are recognised on a
trade date, that is, the date that the
Group commits to purchase or sell the
asset. Regular way purchases or sales
are purchases or sales of financial assets
that require delivery of assets within the
time frame established by regulation or
convention in the marketplace.

At initial recognition, the Group measures
a financial asset at its fair value plus,
in the case of a financial asset not at
FVPL, transaction costs that are directly
attributable to the acquisition of the
financial asset. Transaction costs of financial
assets carried at FVPL are expensed in profit
or loss.
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3. Summary of Significant Accounting Policies

(continued)

3.6 Financial instruments (continued)

0]

Financial assets (continued)

Measurement (continued)

Financial assets with embedded derivatives
are considered in their entirety when
determining whether their cash flows are
solely payments of principal and interest on
the principal amount outstanding.

The subsequent measurement of financial
assets depends on their classification as
follows:

Debt instruments

Subsequent measurement of debt
instruments depends on the Group's
business model for managing the financial
asset and the cash flow characteristics
of the financial asset. There are three
measurement categories into which the
Group classifies its debt instruments:

—  Amortised cost

Financial assets that are held within
a business model whose objective is
to hold the financial assets in order
to collect contractual cash flows and
the contractual terms of the financial
assets give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding are measured
at amortised cost using the effective
interest method. Interest income,
foreign exchange gains and losses and
impairment are recognised in profit or
loss.
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3.

Summary of Significant Accounting Policies

(continued)

3.6

Financial instruments (continued)

0]

Financial assets (continued)

Measurement (continued)

Debt instruments (continued)

FvVOCI

Financial assets that are held within a
business model whose objective is to be
achieved by both collecting contractual
cash flows and selling the financial
assets and the contractual terms of the
financial assets give rise on specified
dates to cash flows that are solely
payments of principal and interest
on the principal amount outstanding
are measured at FVOCI. Interest
income calculated using the effective
interest method, foreign exchange
gains and losses and impairment are
recognised in profit or loss. Other
net gains and losses are recognised
in other comprehensive income.
On derecognition, gains and losses
accumulated in other comprehensive
income are recycled to profit or loss.

FVPL

Financial assets that do not meet the
criteria for amortised cost or financial
assets at FVOCI are measured at FVPL.
Changes in fair value, interest income
and distribution are recognised in profit
or loss.
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Equity investments at FVPL are
subsequently measured at fair value.
Changes in fair value, dividend income,
interest income and distribution are
recognised in profit or loss.

FVOCI

For equity investment which is not
held for trading purposes and on
initial recognition of the investment
the Group makes an election to
designate the investment at FVOCI,
they are subsequently measured at
fair value and changes in fair value are
recognised in other comprehensive
income. Such elections are made on
an instrument-by-instrument basis, but
may only be made if the investment
meets the definition of equity from
the issuer’s perspective. Where such
an election is made, the amount
accumulated in other comprehensive
income remains in the fair value reserve
(non-recycling) until the investment is
disposed of. At the time of disposal,
the amount accumulated in the
fair value reserve (non-recycling) is
transferred to retained profits. It is
not recycled through profit or loss.
Dividend income is recognised in profit
or loss unless the dividend income
clearly represents a recovery of part
of the cost of the investments. Other
net gains and losses are recognised in
other comprehensive income and are
not reclassified to profit or loss. Equity
instruments at FVOCI are not subject to
impairment assessment.
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3. Summary of Significant Accounting Policies

(continued)

3.6 Financial instruments (continued)

(i)

Impairment of financial assets

The Group assesses the expected credit
losses ("ECLs") associated with its financial
assets carried at amortised cost (including
trade and other receivables and cash and
bank balances) and debt investments
measured at FVOCI on a forward looking
basis.

ECLs are a probability-weighted estimate
of credit losses which are measured at the
present value of all cash shortfalls (i.e. the
difference between the cash flows that are
due to the Group in accordance with the
contract and the cash flows that the Group
expects to receive) over the expected life
of the financial instrument. The maximum
period to consider when measuring ECLs
is the maximum contractual period over
which the entity is exposed to credit risk.

ECLs are measured at the end of each
reporting period to reflect changes in the
financial assets’ credit risk since initial
recognition. Any change in the amount of
ECLs is recognised as an impairment gain
or loss in profit or loss. Loss allowances
for financial assets measured at amortised
cost are deducted from the gross carrying
amount of the assets. For debt investments
at FVOCI, loss allowance is recognised
in other comprehensive income and
accumulated in fair value reserve (recycling),
instead of reducing the carrying amount of
the financial assets.

The gross carrying amount of a financial
asset is written off (either partially or in
full) to the extent that there is no realistic
prospect of recovery. This is generally the
case when the Group determines that the
debtor does not have assets or sources of
income that could generate sufficient cash
flows to repay the amounts subject to the
write-off.
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(continued)

For financial assets at amortised cost and
debt investments at FVOCI, the Group
measures the loss allowance either based
on 12-month ECLs or lifetime ECLs,
depending on whether there has been a
significant increase in credit risk since initial
recognition.

However, when there has been a significant
increase in credit risk since origination, the
allowance will be based on the lifetime
ECLs.

When determining whether the credit
risk of a financial asset has increased
significantly since initial recognition and
when estimating ECL, the Group considers
reasonable and supportable information
that is relevant and available without
undue cost or effort. This includes both
quantitative and qualitative information and
analysis, based on the Group’s historical
experience and informed credit assessment
and including forward-looking information.

The Group’s financial assets at amortised
cost are considered to have low credit risk
since there was no recent history of default
of the debtor and it has good settlement
record with the Group.

The Group assumes that the credit risk on a
financial asset has increased significantly if
it is more than 30 days past due.

The Group considers a financial asset to be
in default when: (1) the borrower is unlikely
to pay its credit obligations to the Group
in full, without recourse by the Group to
actions such as realising security (if any is
held); or (2) the financial asset is more than
90 days past due.
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3. Summary of Significant Accounting Policies

(continued)

3.6 Financial instruments (continued)

(i)

(iii)

Impairment of financial assets
(continued)

The maximum period considered when
estimating ECL is the maximum contractual
period over which the Group is exposed to
credit risk.

Interest income on credit-impaired financial
assets is calculated based on the amortised
cost (i.e. the gross carrying amount less
loss allowance) of the financial asset. For
non credit-impaired financial assets interest
income is calculated based on the gross
carrying amount.

Financial liabilities

A financial liability is classified as (i) financial
liabilities at amortised cost; or (ii) financial
liabilities at FVPL.

Financial liabilities at FVPL

A financial liability may be designated
irrevocably as at FVPL upon initial
recognition if:

— such designation eliminates or
significantly reduces a measurement or
recognition inconsistency that would
otherwise arise from measuring assets
or liabilities or recognising the gains
and losses on them on different bases;
or

— the financial liability forms part of a
group of financial liabilities, which
is managed and its performance is
evaluated on a fair value basis, in
accordance with a documented risk
management or investment strategy,
and information about the Group is
provided internally on that basis to the
Group's key management personnel.

If a financial liability forms part of a
contract containing one or more embedded
derivatives, the entire combined contract is
allowed to be designated as at FVPL.
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3. EASHHEBREE) 3. Summary of Significant Accounting Policies
(continued)
3.6 BT AEE) 3.6 Financial instruments (continued)
(i) BKaEE) (iii)  Financial liabilities (continued)
R ER AT RN SR E Financial liabilities at amortised cost
TR AYENMSEEBRREE S R Financial liabilities at amortised cost
HEM R R ERTE A RR—EEsA including trade and other payables and
A ERARE—EREKBARTR accrued expenses, amounts due to a
H - HRAFERNGTEENEER related company, a holding company and
R AL E  HEFERERF =X a fellow subsidiary, are initially measured at
R E - R SRS AREN fair value, net of directly attributable costs
3 BATH M BT BEE AL o incurred and subsequently measured at
amortised cost using the effective interest
method. The related interest expense is
accounted for in accordance with the
accounting policy as set out in Note 3.8.
(iv) ERF=ZE (iv)  Effective interest method
BERAERLZATESBBRARNTBEE The effective interest method is a method
sk B 75 B B AV 85 A AN N R B A B8 R of calculating the amortised cost of a
EXEARETTE - BRRFIREEREM financial asset or financial liability and
B BB EEETEE A BF (5L of allocating interest income or interest
(L@ ) BE B A - BRIRTEERR 2RIR expense over the relevant period. The
WA RALLE - effective interest rate is the rate that exactly
discounts estimated future cash receipts
or payments through the expected life of
the financial asset or liability, or where
appropriate, a shorter period.
(v) BAERETH (v) Equity instruments
AR B EITHNRAILE T iR E WEAT Equity instruments issued by the Company
BEIE (G EERITRA) AR © are recorded at the proceeds received, net
of direct issue costs.
(i) BIEEREYN (vi) Financial guarantee contracts

MIFERANEZRETAREBEEBT
BMREIBKIERTER AR EBER
ARBEENEBMEEMSRHEARELE
MEE  AREAFLEENRERE

E = PAN
HEEH ©

A financial guarantee contract is a contract
that requires the issuer 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 original or modified terms of a
debt instrument.
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3. Summary of Significant Accounting Policies

(continued)

3.6 Financial instruments (continued)

(vi)

Financial guarantee contracts
(continued)

A financial guarantee contract issued
by the Group and not designated as at
FVPL is recognised initially at its fair value
less transaction costs that are directly
attributable to the issue of the financial
guarantee contract. Subsequent to initial
recognition, the Group measures the
financial guarantee contact at the higher of:
(i) the amount of the loss allowance being
ECL prevision in accordance with HKFRS
9; and (ii) the amount initially recognised
less, when appropriate, cumulative amount
of income recognised in accordance with
HKFRS 15.

The Group monitors the risk that the
specified debtor will default on the contract
and recognises a provision when ECLs on
the financial guarantees are determined
to be higher than the carrying amount of
the guarantees. To determine ECLs, the
Group considers changes in the risk of
default of the specified debtor since the
issuance of the guarantee. A 12-month
ECL is measured unless the risk that the
specified debtor will default has increased
significantly since the guarantee is issued,
in which case a lifetime ECL is measured.
As the Group is required to make payments
only in the event of a default by the
specified debtor in accordance with the
terms of the instrument that is guaranteed,
an ECL is estimated based on the expected
payments to reimburse the holder for a
credit loss that it incurs less any amount
that the Group expects to receive from
the holder of the guarantee, the specified
debtor or any other party. The amount is
then discounted using the current risk-free
rate adjusted for risks specific to the cash
flows.
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3. Summary of Significant Accounting Policies
(continued)
3.6 Financial instruments (continued)

3.7

3.8

(vii) Derecognition

The Group derecognises a financial asset
when, and only when the contractual
rights to the cash flows from the financial
asset expire, or the financial asset has been
transferred and the transfer meets the
criteria for derecognition in accordance
with HKFRS 9.

Financial liabilities are derecognised when
the obligation specified in the relevant
contract is discharged, cancelled or expires.

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 and distribution are recognised when the
right to receive payment is established.

Borrowing costs

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

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

3.9

Impairment of non-financial assets

Interests in subsidiaries and associates are subject to
impairment testing.

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

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

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

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

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

3.10

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.

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.
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3. Summary of Significant Accounting Policies
(continued)

3.10

Accounting for income taxes (continued)

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

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

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

(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

(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.
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3. Summary of Significant Accounting Policies
(continued)

3.1

3.13

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.

Employee benefits

Retirement benefits

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

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

Contributions are recognised as an expense in profit
or loss as employees render services during the year.
The Group's obligation under this plan is limited to
the fixed percentage contributions payable.
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3. Summary of Significant Accounting Policies
(continued)

3.13

3.14

Employee benefits (continued)

Short-term employee benefits

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

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

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).

(ii) One entity is an associate or joint
venture of the other entity (or
an associate or joint venture of a
member of a group of which the
other entity is a member).
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3. Summary of Significant Accounting Policies
(continued)

3.14 Related parties (continued)

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

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

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

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

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

(a).

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

(viii)  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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Summary of Significant Accounting Policies
(continued)

3.15 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.

Measurement of ECLs

The measurement of the ECL allowance for the investment
in financial assets and debt instruments measured at
amortised cost and FVOCI is an area that requires the use
of complex models and significant assumptions about
future economic conditions and credit behaviour (e.g. the
likelihood of customers defaulting and the resulting losses).
Explanation of the inputs, assumptions and estimation
techniques used in measuring ECLs is further detailed in
Note 30.7.

A number of significant judgements are required in applying
the accounting requirements for measuring ECLs, such as:

- Determining criteria for significant increase in credit
risk;

- Choosing appropriate models and assumptions for
the measurement of ECLs;

- Establishing the number and relative weightings of
forward-looking scenarios for each type of product/
market and the associated ECLs.

Detailed information about judgements and estimates made
by the Group in the above areas is set out in Note 30.7.
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Critical Accounting Estimates and Judgements
(continued)

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.

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.
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Interest income from financial assets at FVOCI

Turnover and Revenue

The Group's principal activities are disclosed in Note 1 to
the consolidated financial statements.

Turnover represents revenue of the Group of
HK$30,320,000 (2018: HK$28,128,000) and the gross
proceeds from disposal of held-for-trading investments of
the Group of HK$241,764,000 (2018: HK$703,272,000).

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

2019 2018
—®-hE

—F-)N\F
HK$’000 HK$’'000
FBxT FAT

BRATHEF AEMEER ST B EE 2 FBBA 11,575 12,886
Interest income from bank deposits

RITERFEUA 1,204 1,855
Total interest income derived from financial assets not at FVPL

RE RN AR A B 2 MG EE 2 2F S WA 12,779 14,741
Distribution from perpetual securities

DIk BXEEH 1,646 -
Dividend income

g B A

— Listed investments

— EmiRE 12,999 13,378
— Unlisted investments

—JELTRE 2,896 9

30,320 28,128
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6. Haplk A (&8 ) B85 6. Other Net Income/(Loss)

2019
—2-hE

HK$°000
FHT

Net gain/(loss) including interest income on financial assets at FVPL (Note)

2018
—ZE-)N\F
HK$°000
FHTT

RATEFT ABRZ MEEE 2 FRE/(B18) (BIEF Bilas) (#:2) 11,398 (60,156)

Realised (loss)/gain on disposal/redemption of financial assets at FVOCI

A& TEERA T ES AL MR E 2 S (E18), W (37) 7,017

Exchange (loss)/gain, net

B 3L (85 18), s RR (641) 590

Sundry income

FETRMA 1,278 658

Gain on disposal of a subsidiary (Note 25)

& — M8 & Rz Y (A/5£25) 162 -

Reversal of impairment loss on interest in an associate

BORN— R E R A2 B 2 REEE - 15,398
12,160 (36,493)

et - Note:

2019
—E-hF

HK$'000
Tigrn

Realised (loss)/gain on disposal of listed financial assets at FVPL

HE EMATEFABR WK EE 2 BR(ER), W (10,310 2,268

Realised gain/(loss) on disposal of unlisted financial assets at FVPL

HEIE LT AT EFABRZMEEEZ EHR W (B518) 1,427 (2,502)

Unrealised loss of listed financial assets at FVPL

I RAFEFABRMBEE L RERER (7,462) (57,960)

Unrealised gain/(loss) of unlisted financial assets at FVPL

EEMZRATFEFABRMBEE 2 RE R W (B518) 27,743 (1,962)
11,398 (60,156)
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7. FrB®iaER (E5E) 7. Profit/(Loss) before Income Tax

2019 2018
—2-hE —FN\F

HK$'000 HK$'000
TR TAET

Profit/(loss) before income tax is arrived at after charging/(crediting):
FriSBiRTH R, (BB BEINR,/(BIA) THEHE :

Auditor’s remuneration

izt Gl kA 314 299

Employee benefit expense (including Directors’ emoluments (Note 12)) (Note 11)

BRERNFEX(RREEEME (Wit12))(HZ11) 3,410 3,261

Management fee (Note 26)

ERER(H226) 16,335 17,824

Impairment losses on financial assets at FVOCI

RATET AR 2RI B EE 2 RE 1,949 =

Reversal of impairment loss on interest in an associate

BERN— RS R A2 w2 REEE - (15,398)

Wat - TBREMSEEAIERENLLZEERFASIR Note:  Administrative and other operating expenses consist
BIREM - mainly of employee benefit expense and management fee

included above.
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8.

PSR

HREZE-_T-NF+_A=t—HLFEREEET
MB AR EMHERTEN R A EEETHERRE
RABIREIEAEE MR RRTEN - S ER
BENGHARRE -

BE-T—)\F+=-A=t+— B EELEEEFIER
SRR A R B R B o

PrSBMX BREABEFEZ g8, (BR) 28
BRI

Profit/(loss) before income tax

8.

Income Tax Expense

No Hong Kong profits tax had been provided for the year
ended 31st December, 2019 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, 2018 as the Group had no estimated
assessable profits.

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

2019
—g-nE

2018
—ZT-N\EF
HK$'000
TET

HK$'000
FTET

FriSEiRE R, (&HR) 14,472 (36,903)
Tax calculated at the applicable rate of 16.5% (2018: 16.5%)

REAMRE16.5%(ZT—N\F : 16.5%):tE2HE 2,388 (6,089)
Tax effect of non-deductible expenses

AR X 2 R 8 3,427 5,967
Tax effect of non-taxable income

BEARBRAZ BB E (15,171) (5,920)
Tax effect of unused tax losses not recognised

KRR RERBRBE B RGBT E 9,500 6,042
Utilisation of previously unrecognised tax losses

B RIARER 2 BIEE1E (144) =

Income tax expense

FSHRAX

R-ZZE—NE+_A=+—8 REBERHHAREE
18#J242,677,0007 (= ZF — )\ 4F : #J185,995,000/%
JL)  ATAEREAZEEBIBZ AR 2R RERBEF
BRI - AREETERRICEFIRE - F I E X
ERHHBERELEHEELE - BRIFBRITHEEG © Z
EMBEETSERM - RULTMEEARERELETES

& -

As at 31st December, 2019, the Group has unused
tax losses of approximately HK$242,677,000 (2018:
approximately HK$185,995,000) 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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9. BRE 9. Dividend

2019 2018
—-nE ST )\E

HK$'000 HK$'000
TR TAET

Dividend recognised as distributions during the year:

FANERD KL -

Nil (2018: interim dividend (in lieu of a final dividend) of HK$0.05 per share)

B(ZZ—N\F : PHRE(RERPRE)ER0.05%7T) - 205,585
ETeRHARBASHENEE TERERHEC=Z The Board proposes to preserve cash for investment
—NEFRZZE-NFF+ZA=+—HLEFEAMRKES - activities and does not recommend any dividend for the

years ended 31st December, 2019 and 2018.
10. ZXRATEEAEEERERN(EE) 10.  Earnings/(Loss) per Share Attributable to the
Owners of the Company
BREARREF(BER) HIREARBES AERZEF4 The calculation of basic earnings/(loss) per share is based
14,472,000 (= — N\ : E5184943,567,000% 7T) on the profit attributable to the owners of the Company of
RAFERARBEITEBRAL 111,704,320 (=F approximately HK$14,472,000 (2018: loss of approximately
—)\4F : 4,111,704,3200%)5t& - HK$43,567,000) and on the ordinary shares of the
Company in issue during the year of 4,111,704,320 (2018:
4,111,704,320).
BT - NWFRZFE-N\F+A=+T—HILFE " Diluted earnings/(loss) per share for the years ended
ARARBNEEE T @R  BHBEE_T-NER=ZE 31st December, 2019 and 2018 is the same as the basic
—N\E+ZA=+—ALFE2SREERT,(EHE) earnings/(loss) per share as the Company had no potential
HERNTREARRF(EE) - ordinary shares during the years ended 31st December,
2019 and 2018.
11. EEEANFAX(BEESHL) 11.  Employee Benefit Expense (including Directors’

Emoluments)

2019 2018
—E-NE —T—\4F

HK$°000 HK$'000
TR TAT

Salaries, other benefits, incentive fee and Directors’ fee

e HtEd  ReREBFED 3,309 3,157
Retirement benefits scheme contributions
RONERET B3R 101 104

3,410 3,261
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12.

—Z—-NEF+ - A=+—H L5 For the year ended 31st December, 2019

EEHERAEBREFMALHE

12.1

ExHe

ENRENESEZMESNT

12.

Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments

121

Directors’ emoluments

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

Retirement
Salaries benefits
Directors’ and other scheme
fees benefits contributions Total
FER ERTER
E=nud Hibig Rl B R
HK$'000 HK$’000 HK$'000 HK$°000
T TR BT TR
2019
—ENF
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
FER(ELE) 30 2,879 101 3,010
Mark Wong Tai Chun
ITAH 30 - - 30
Non-Executive Director
HPITEE
Arthur George Dew
Wk 80 - - 80
Independent Non-Executive Directors
B HPTEE
Albert Ho
falHRA 130 - - 130
Peter Lee Yip Wah
FHE 80 - - 80
Louie Chun Kit
ERA 80 - - 80
430 2,879 101 3,410
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12. EEMERTEBREFMALIMSE) 12.  Directors’ Emoluments and Five Highest Paid

Individuals’ Emoluments (continued)

121 EBE#ME(E) 12.1  Directors’ emoluments (continued)
Retirement
NEIEES benefits
Directors'’ and other scheme
fees benefits contributions Total
Hek RIKER
ek H {42 7 SHEIfR Pk
HK$'000 HK$'000 HK$'000 HK$'000
FHT FET TR THET
2018
ZE-N\F
Executive Directors
HITEE
Warren Lee Wa Lun (Chairman)
FERB(LE) 30 2,727 104 2,861
Mark Wong Tai Chun
IR 30 - - 30
Non-Executive Director
HHTEF
Arthur George Dew
W% 80 - = 80
Independent Non-Executive Directors
BUHNTEE
Albert Ho
fAl Rk 130 - - 130
Peter Lee Yip Wah
Tk 80 = = 80
Louie Chun Kit
EES 80 - - 80
430 2,727 104 3,261

RAFEALET Y LHBEEEHRXAS
HEEFAHE o

ERFATHITES  FNTES B LIENT
EECMETERWEERRRAIXEMBR
AEE R -

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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12. EEMERTEBREFMALIMEE) 12.  Directors’ Emoluments and Five Highest Paid
Individuals’ Emoluments (continued)
122 EHEEBESHFHAL 12.2  Five highest paid individuals
ARFEEAEERE G TMATEBREREES The five individuals whose emoluments were the
(ZE—N\E: 7%) EHeE k& Lo highest in the Group for the year included five (2018:
A five) Directors whose emoluments are reflected in
the analysis presented above.
REE-_ZE-NER-_ZT—N\E+-_A=+—HIEE During the years ended 31st December, 2019 and 2018,
AN AEBTHERAESIEGTMATINHIMES 5 no emoluments were paid by the Group to the Directors or
INASIIA R ER 12 2 1EE) Sk BE B i (8 - highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.
13. RMEBEARRE 13.  Investments in Subsidiaries

AEERFEAFEREZNIFZEMBARNFE

Details of non wholly-owned subsidiaries of the Group
that have material non-controlling interests

FA - DETIHERBRZGEBRAEMNFERZES
PSRN KR A R 2 FFER RN T -

The consolidated profit or loss allocated to non-controlling
interests during the year and the accumulated non-
controlling interests in the consolidated statement of
financial position as at the year end are as follows:

Profit allocated to Accumulated

non-controlling interests

2 BT IR R 2 R

non-controlling interests
REtFEERES

2019

—E-nE

HK$'000

FHET

2019 2018
—E-NEF —E-N\F
HK$000 HK$'000
FTET FAT

2018

= =))\&E
HK$'000
FET

Charm Force Investment Limited (“Charm Force"”)

REHRE AR AT ([RBRHEE ) = 6,664 = 7,682
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BE
13"

—E—NF+=HA=+—HILFE For the year ended 31st December, 2019

RITBARIRE(E)

TRABEIFEREEMBARNMEENRE - ZF
BN REBRRIFELHEAIER

Current assets
MENEEE
Non-current assets
ERBEE
Current liabilities

mERIE

Investments in Subsidiaries (continued)

The following tables provide summarised financial
information of the subsidiary that has non-controlling
interests. The information is before inter-company
eliminations.

2019 2018
—2-hE

—F-)N\F
HK$’000 HK$’'000
FBxT FAT

Revenue

A

Profit for the year

REZRF

Total comprehensive income for the year

AEEEEUNERATE

= 15,965

= 15,965

BHE-ZT-NFT_HA=t—RHLFEAR  BRHRECD
W& (Fi5E25)

Charm Force was disposed of during the year ended 31st
December, 2019 (Note 25).
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13. RHBATREE) 13.  Investments in Subsidiaries (continued)
K TAITENBATN - E—hLE+-_A=+—B2:% Particulars of the principal subsidiaries at 31st December,
15 2019 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

LTEH BB MR CRORAHE FORABEZERTRAE MY IREH

Directly Indirectly
E& [
2019 2018 2019 2018
“E-NE CT\F ZE-AE CT)NE

Capital Sharp Investment Limited Hong Kong HongKong  HK$2 divided into 100% 100% - - Investment holding
2 ordinary shares
ERREERAA B BE WETHRIRERKR RARR
CMS Investments Limited Hong Kong HongKong  HKS$1 divided into 100% 100% - - Investment holding
1 ordinary share
B &4 AL BIREER AR
The Hong Kong Equity Guarantee Hong Kong HongKong  HKS2 divided into 100% 100% - - Investment holding
Corporation Limited 2 ordinary shares
B Bk WA RIRERR REER
Long Rainbow Limited Hong Kong HongKong  HKS2 divided into 100% 100% - - Investment holding
2 ordinary shares
RHEERAA B & WA RIRE AR REmR
Long Set Investments Limited Hong Kong HongKong  HK$2 divided into 100% 100% - - Investment holding
2 ordinary shares
PRREERAR B &E WA RIRERR REER
Long Portfolio Limited Hong Kong HongKong  HK$1 divided into 100% 100% - - Investment holding
1 ordinary share
Bk BE LA BIRERR RAEER
EEeRE FRIEZAAGIMMBAREAER 2K The above table lists the subsidiaries of the Company which,
FEXEAEEFENEKEEFEZTELL D - EF in the opinion of the Directors, principally affected the
@25 JHEMHB AT EEERERBRITE ° 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.



2019 F3f WMIB/EFERAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e R R M
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14. REZQTFER 14. Interests in Associates

2019
—2-hE

HK$°000
TR

Share of net assets

a7 101

2018
—F-N\F
HK$’'000
TET

DMEEEFE 45 808

Goodwill

mE 35,964 35,964
36,009 36,772

Less: Impairment loss

B FERE R (35,964) (35,964)

45 808

Amount due from an associate (Note)

e — R A R FRIA (Y 5E) 23,372 9,736
23,417 10,544

Mt . KBS R FFIEAEER  RERARBER Note:  The amount due from an associate is unsecured, interest

REEEREEERWD BRI E R R R

S
i
°

free and repayable upon resolution of directors of that

associate and accordingly is classified as interests in

associates.
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14.

R N A s (E)

RZE-NF+ZA=+—H FIEMERRR/RIELT
RAIERE - ERMIATSMRcTEREEMNT

14.

Interests in Associates (continued)

Particulars of the associates, all of which are unlisted
corporate entities whose shares do not have quoted market
price at 31st December, 2019 are as follows:

Equity interest

attributable to
Particulars of Place of Place of Equity interest the owners
Name of associates issued shares held incorporation operation Principal activities held by the Group of the Company
HEERTRG ELAAREA
BenREm 27 iyt E S TEXH AEEfR RARSR ey
2019 2018 2019 2018
ZE-0NE ZE\E ZB-AE ZE)\E
Oriental Cashmere 2,000 ordinary shares British Virgin Islands Hong Kong Manufacturing and trading 25% 25% 25% 25%
Limited ("OCL") of 1 United States dollar of cashmere products
("USD") each
2,000R EEHR - ZREREHS Bk THEREERES
SREEI%T
Purple Link Investment ~ HK$12 divided into Hong Kong Hong Kong Investment in properties 25% 25% 25% 25%
Limited (“Purple Link") 12 ordinary shares
SHREERLA ERARIEERR  FE BE BENIES
(1%8))
FHERRZREARHYAT=A=1T—8 - All associates have a reporting date of 31st December.

A LR QR RES ARAMTERE -

ET-N\FT+ZA=+—BFR ' BEHEE (K&
Bz —BEEEEEMNBAR) UIRESREZIRED
17,600,000/ 7T tH & —fEHt & A FlLearning ArkZ2 &3
#Ex  WEZREBE2EDE - Bt - NEEBER—
fE B & N B 2 2 2 BB R 18.4915,398,000/8 T °

All of the above associates are accounted for using the
equity method in the consolidated financial statements.

During the year ended 31st December, 2018, Charm Force,
an indirect non wholly-owned subsidiary of the Group,
disposed of its entire interest in an associate, Learning
Ark at a cash consideration of HK$17,600,000 (the
“Consideration”) and the Consideration was fully settled.
Accordingly, the Group reversed the impairment loss on
interest in an associate of approximately HK$15,398,000.
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14. REFEDQTEZR(E) 14. Interests in Associates (continued)
BEABENAKBBEEEN  ERSHBRREEE Summarised financial information of Purple Link, the
AR - WELRAMSHRERAE 2 HIR - HEOT material associate, adjusted for any differences in

accounting policies, and reconciled to the carrying amount
in the consolidated financial statements, are disclosed
below:

2019
—E-NF

HK$°000
TERT

Current assets

MENEE 94,209
Non-current assets

EMEEE -
Current liabilities

MENBE 94,028
Non-current liabilities

SERBAE _
Nets assets

FE 181
Group's effective interest

REBERERE 25%
Group's share of the net assets of the associate

REED EMEAT D FAE .

Included in the above assets and liabilities:

HALAERALR

Cash and cash equivalents

ReMHRLEEY 1,116
Current financial liabilities (excluding trade and other payables and provisions)

nBHBRE(TREE S REMENR R ES) 94,028

Revenue

A 115
Loss from continuing operations

FBISE XK 2 e (3,052)
Other comprehensive expenses

Hip2HEE B -
Total comprehensive expenses

THEREE (3,052)

Included in the above loss:
AT ALA_E/EIE
Interest income

FEUA 115
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14.

R DR (E)

RIE-N\F+ZA=+—H KW ARIEERHEREZ
RA] o BRHAE THEE -

Aggregate carrying amount of individually immaterial associates in the

consolidated financial statements

ERFEABE R RNGFA M FRER 2 REERR

Aggregate amounts of the Group'’s share of those associates:
REE GRS N R4

Loss from continuing operations

FBISEER 2 FE

Other comprehensive income

Hip 2 EU e

Total comprehensive expenses

2EEREE

Interests in Associates (continued)

As at 31st December 2018, Purple Link is not individually
material associate. Aggregate information is disclosed
below:

2018
—F-N\F

HK$'000
TAT

808

(104)

(104)

AEEDKRIEREEDHOCLEE - AEBPOCLIE
7,2 BRTE1E35,964,0008 it M FE B ER BB FER -
REREEOCLUBERE AN EOCLABREEZER
WRE -

Unrecognised share of loss of OCL:

KRIERE(GOCLEIE

The unrecognised share of loss of OCL for the year
AN ARTERREIEOCLE R
Cumulative unrecognised share of loss of OCL

R R MR E(HOCLEE

The Group has discontinued recognition of its share of
loss of OCL. The carrying amount of the Group’s interest
in OCL of HK$35,964,000 was fully impaired in a previous
financial year. The amounts of unrecognised share of loss
of OCL extracted from the relevant unaudited management
accounts of OCL, are as follows:

2019 2018
—2-hE

—E-N\%F
HK$'000
THET

HK$°000
TR

(33,974) (33,974)

AEETEEFLBERENBE ARG EAAE
Bk E A RIE -

The Group has not incurred any contingent liabilities or
other commitments relating to its investments in associates.
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15. BAFETAHEMEZEUESTBEE 15.  Financial Assets at FVOCI

2019 2018
S

HK$°000 HK$'000
TR TAET

Non-current
IERED
Listed debt securities (Notes 30.7(b) and 30.7(c))
EEBES(H7E30.7(6)530.7(c))
— Listed outside Hong Kong

— BB ET 112,434 56,185
— Listed in Hong Kong
—BELm 45,014 38,937
Unlisted debt securities (Note 30.7(b))
3 E AT B S (H3230.7(b)) . e
157,448 102,869
Current

RE
Listed debt securities (Note 30.7(b))
EEBES(HE730.7(b)

— Listed in Hong Kong

—&FLEm 8,030 -
165,478 102,869
REBEZ AFECENE30.7:F M 25t = - Fair values for these securities have been measured as

described in Note 30.7.

BAVEFAEMEE RS EEEEITE Financial assets at FVOC| are denominated in USD.
IERAFEFAREMEARGHIBEEERRZ S RE These financial assets at FVOCI are subject to financial risk
B B AXREBERERMEERE o exposure in terms of credit, price, interest rate and currency

risks.
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16. BRAFEAERNKEEE 16.  Financial Assets at FVPL

Non-current

IERED
Listed debt securities (Note 30.7(b))

2019
—EB-NF

HK$'000
FTET

2018
—EN\F
HK$'000
THT

EWEBES(AE30.7(b) 8,851 -
Listed perpetual securities (Note 30.7(b))
KBRS (H530.7(b) 61,280 =
Unlisted equity securities (Note 30.7(c))
FE ETRAE H (H77£30.7(c) 187,835 157,555
Current
RE 257,966 157,555
Equity securities held for trading
BBEFEEZRAES
— Listed outside Hong Kong
— BB ET 296,431 60,484
— Listed in Hong Kong
—&EBL™M 287,373 403,551
Market value of listed equity securities held for trading
FEEEE FTRAES 2 TE 583,804 464,035
841,770 621,590

BAFEFABRSUBEENTIIEHE

Financial assets at FVPL are denominated in the following
currencies:

2019 2018
—E-hEF —ZE—N\F
HK$'000 HK$'000
TH&xT AT
HK$
BT 287,373 403,551
usD
=TT 363,992 191,840
Malaysian ringgit (“MYR")
BRAEMEF(EE]) 18,777 19,325
Japanese yen ("JP¥")
S| 6,492 5,712
Renminbi (“RMB")
AR # 1,434 1,162
New Taiwan dollars (“NTD")
e 163,702 =
841,770 621,590
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16. BAFEFAERUEEEE)
BB LR AESIERBITAM S DB AR
BEFEMKERS  HIKRETARNRED RN TF
R550%%6.88% °
LHRE ETRAESDBEAIBIEEE - RB LTRA
BEZATENDZEERMSNRE B ZHEREE
;'_\E o
ZETEZ AN ECRMFE30. 7502512 -
L ERAREBSHBET S RER - FIRREERR 2
B
IEEBESERZSREER B - NXREEERR
2R -

17. EZREMEVRRENTRE

Trade receivable (Note)

16. Financial Assets at FVPL (continued)

The above non-current listed equity securities represent
certain listed perpetual bonds which are classified as equity
from the issuers’ perspective with distribution rate, which
are deferrable by the issuers, ranging from 5.50% to 6.88%
per annum.

The above current listed equity securities are classified as
held for trading. Fair values of the current listed equity
securities have been determined by reference to their
quoted bid prices at the reporting date in an active market.

Fair values for these instruments have been measured as
described in Note 30.7.

These equity securities are subject to financial risk exposure
in terms of price, interest rate and currency risks.

These debt securities are subject to financial risk exposure in
terms of credit, price, interest rate and currency risk.

17.  Trade and Other Receivables and Prepayment

2019
—E-hF

2018
—F-)N\F
HK$’'000
TET

HK$°000
TR

B HIRWGR(H77) 541 =

Prepayment

TR FRIE 449 449

Other receivables

H 8 K 26 40
1,016 489

wiiz :

AEBWEFHFEEEGEN  AAFEERTEERRSMBEH -
ATRESREFNRE QAR BEE RS E ORI -

Within one year

—4 R

Note:

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

2019
—2-hEF

2018
—F-N\F
HK$'000
FAT

HK$°000
FTéxT

541
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18. HEHENHEZEW 18.  Cash and Cash Equivalents

2019
—2-hE

HK$°000
FET

Cash on hand and at banks and other financial institutions

2018

== =\&F
HK$'000
FET

FRR© RIRTT R EA @ BB 7,665 31,373
Short-term time deposits with a term within 3 months
R=1E A AEEA 2 52 5 E BifE K 78,467 355,680
Cash and cash equivalents
Re kRS EEBY 86,132 387,053
BENAEE RS RRSEEBY 2 HRITEFUATHIN Bank balances, included in cash and cash equivalents of the
HESHE Group, are denominated in the following foreign currencies:
2019 2018
—®-hE  —T\F
HK$’'000 HK$'000
FExT BT
usb
ETT 20,278 53,415
RMB
AR 9 9
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BEERAMENRRESER

Trade payables

Trade and Other Payables and Accrued Expenses

2019 2018
—E-hF

—F-N\F
HK$’000 HK$’'000
FBxT FAT

B S ERNT - 17,973

Other payables and accrued expenses

H b kgt & A 1,548 1,361
1,548 19,334

E2HERAEH  ARAEERARRZE S MEME
N FER B R 2 REEE A FERE

T RE S EMFNIRE BB ES KB EriRE

DT

Within one year

—ER

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

The following is an ageing analysis of the trade payables,
based on the date of contract note, at the reporting date:

2019 PAONES)
S

—F-N\F
HK$'000 HK$'000
FET FAT

= 17,973

20.

X—ERABAR, —BERAR/ ERNELR

IE

R—EEBAR - —AERARRERZNBLRFIER
BEM  2RENARBRKEE -

Amounts due to a Related Company/a Holding
Company/a Fellow Subsidiary

The amounts due to a related company, a holding company
and a fellow subsidiary were unsecured, interest free and
repayable on demand.
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21. BAX 21.  Share Capital
EER AT Group and Company

2019
—Z2-h&F

2018
—E—N\F
Number of Number of
HK$'000

FTHET

HK$'000
TAT

shares
& nEkE

shares

RHEE

Ordinary shares, issued and fully paid:
EE - BBITRAR
At 1st January and 31st December

HR—A—BER+=A=+—H 4,111,704,320 918,978 4,111,704,320 918,978
22. f#iE 22. Reserves
&= Group

REBZ REFBERENAFREBEFEZEH BN
REFEMBRRESSAEFIA AR EHRE
5I) o

ERBARE
REHEARKME([FE D ZBBEGIRER - K&
BB EAREG —MPEERZBNENCBRER
ARFIERHRES -

REBMREE

REEMRBERERAHEF A L2 EBEMBEE -

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 58 to
59 of the consolidated financial statements.

Capital contribution reserve

Pursuant to the relevant laws and regulations in the People’s
Republic of China (“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 financial assets at FVOCI.
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W (E)

AL

At 1st January, 2018

22.

Reserves (continued)

Company

Dividend
reserve
BEfEE
HK$’000
FHET

Retained
Total
#et
HK$'000
BT

earnings

REBA
HK$'000
TAT

—E-N\E—-HA—R&E 168,647 205,585 374,232
Profit and total comprehensive income for the year

ARE RN R 2 H s H R 1,556 - 1,556
Interim dividend paid (Note 9)

BT B B (H15E9) - (205,585) (205,585)
At 31st December, 2018 and 1st January, 2019

RZZE-NF+ZA=+—RBRZZE-NF-—A—AKHE 170,203 - 170,203
Profit and total comprehensive income for the year

REERM R 2 H s R 19,436 - 19,436
At 31st December, 2019

—T-NF+-A=t+—RA#& 189,639 - 189,639

23.

RIE—NAF+-_A=+—08  AQaaHIEFEAR
AR A2 E#A189,639,000/8 TL( —Z— \F : (R
ZF) 170,203,000/ ) IRB AFIZF »

RAFEEARLEEREEFE

BREEFAENBEARRERSARGLREEEFE
#91,111,044,0007%8 70 (= F — )\ F : 491,090,613,000
BIL)ERR_E—NEF+_A=+—HZEBTEER
4,111,704,3200 (=Z— \F :4,111,704,3200%) 1 & -

23.

The Company'’s reserves available for distribution to the
owners of the Company as at 31st December, 2019 are
represented by retained earnings of HK$189,639,000 (2018:
retained earnings of HK$170,203,000).

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$1,111,044,000 (2018:
approximately HK$1,090,613,000) and 4,111,704,320
(2018: 4,111,704,320) ordinary shares in issue as at 31st
December, 2019.
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24.

25.

MBRREA

RIZE—NAFE+_A=+—8 AQAA—HB(=Z=
—N\F: —E)SREBED —EERR  UAHE—FHE2E
BB R R S B8 862,300,000/ (= F— N\
F : 40,000,0008TL) 2BME - R—_ZE—NLER=_F
—NE+ZA=+—H8  WESHHRE -

HE—RERB AR

RIZE—hFE+LA+N\B  REBERBYE=H]V—
BB EWELA9,777,0008 TR E L EMREHRES57%
AL - BEHEE 2 FBEEAREILER - ZHER

—E-NFEATN\BEREAEERERLEREHTE
W 25162,000/8 7T °

ATRINHE R E ZFEE ¢

Amount due from immediate holding company

24,

25,

Financial Guarantee Contracts

As at 31st December, 2019, the Company has executed a
guarantee (2018: one) to a financial institution to secure
the facilities available to a wholly-owned subsidiary in the
amount not exceeding HK$62.3 million (2018: HK$40.0
million). No facilities were utilised as at 31st December,
2019 and 2018.

Disposal of a subsidiary

On 18th July, 2019, the Group entered into a sale and
purchase agreement with an independent third party
to dispose of 57% equity interest in Charm Force at
consideration of HK$9,777,000. The principal business
of Charm Force is investment holding. The disposal was
completed on 18th July, 2019 and the Group recognised a
gain on disposal of Charm Force of HK$162,000.

The net assets of the Charm Force at the date of disposal
were as follows:

Charm Force

BRHRE

HK$'000
TAT

e E B A B RE 9,721

Amount due to holding company

R—PERABIFIE (36)

Cash and bank balances

WE RIRTTERER 7,612

Non-controlling interests

FEIERRRE R (7,682)
9,615

Gain on disposal of a subsidiary included in profit for the year in the consolidated statement of profit or loss

REFEERERANEEFERNEEHE—MB AR Han 162

Total consideration

HRE 9,777

Satisfied by:

BT

Cash

Re 9,777

Net cash inflow arising on disposal:

BHEZFREMA

Cash consideration

BENE 9,777

Cash and bank balances disposed of

HE2RE MIRITHE (7,612)

2,165
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HEREALIZXRS

BRRANRE M B RARMEBOPIREIN - XEEREE
“E-NFT A=+ -RIBETCEREFEEAL
2R (R\EETRA - Hp T al(a) MERBTRED
FERER HMb) ROTBRERR I BEXZ)MT

26.

Related Party Transactions

Saved as those disclosed elsewhere in these consolidated
financial statements, significant related party transactions
entered into by the Group for the year ended 31st
December, 2019, 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)

2019
—E-hF

HK$’000
FTEx

Yu Ming Investment Management Limited (“YMIM")

HEREERERAR( RBREER])
Management fee

EEEH

16,335 17,824

RZE—NFELAZ+"E  ARFEBHKIE
BEEEF LR EEEREHGR([IREEER
) URZTE-NFLAT-AEBIRKRE
B - MEBRETE RS  SBRETERE
WHESERTAEEZCATER - A
BH-E-—NF—A—HE=z-_ZT-—%+_-H
=1+—B - BRBREETEAZEHESENAEE
AAREBEAZAEBGABEFEIS%ZF
ERB(N2EBFERNEEARKE—BZAEB
AARREAZEERZASBEGREEETFE
2T E RN EERRESM) 0 RIBER
BE+-_A=+—BLSFIBEBALRESR
AZREBRLEZEGEEFEBL AR AR
BUREERETARVNER BBV BFESF
EEABBARAEE ACAEBREEZEE
BEFEBEI20%ZEHNER -

On 26th July, 2018, an investment management
agreement (the “Investment Management
Agreement”) was entered into by the Company and
YMIM, which was approved by the independent
Shareholders on 12th September, 2018. Under
the Investment Management Agreement, YMIM
agreed to assist the Board with the day-to-day
management of the Group from 1st January,
2019 to 31st December, 2021. YMIM is entitled
to a management fee equal to 1.5% per annum
of the consolidated net asset value of the Group
attributable to the owners of the Company,
calculated and payable in arrears on a quarterly
basis by reference to the arithmetical average of
the published consolidated net asset value of the
Group attributable to the owners of the Company
on the last day of each calendar month during
each quarter; and a performance fee equal to 20%
of the amount by which the audited consolidated
net asset value of the Group attributable to the
owners of the Company of each year ending 31st
December, exceeds the audited consolidated net
asset value of the Group attributable to the owners
of the Company as at the end of the latest financial
year in which YMIM was entitled to a performance
fee.
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HEREALTZRE(E)

(@)

RZE—\F+_A=+—H  ()\BBREEE
BARRZBRIERAFTBAEB  HELE
B AR (Bt A EEEH A T74.97% AR &) i fE
=) (VEEREEBA AT NS EE 2 HF
BE RINFEERLERADRAILBHINEE
BrHEEE -

BHRREEBREAEER_ZT-NF—HA—H
ET-NFLA-TORZ-RRREMER
AREBRKAARERBE AR - TERELER
ARAEBHREEEIHARES -

AEERBERE D EHERKIREEEEHMN
ARAETEESERANEREHERAST - F
[EEFERBITEEERMT 2 541,242,000
BT (ZF—/\4F : #7999,000/7T) °

FR BAEBZBLRRFBERERS
ERARRDETELEIZURBDALERAY
236,000 T(ZF—/\F : £&) -

NRZTE-NE+-A=+—8 KEELEEF
ERZMBRARMBITIZER(HDEAEAF
B AEMEEBEMHEEERBE SN ETE
HEF)(ZZE—/)\F : RHEFE30,623,000
BIL) c FAEERZEBE BB KA
1,242,000/ 70 (=Z—/\4F : 1,490,000/7L) °

FR - BAEEZHER2AUBRBREY
95,0008 7T (=ZF—/\4F : 95,000/7T) °

AEE TREHBEREEENE - TBE
BB 2 e BRI 12 -

26.

Related Party Transactions (continued)

(a)

(continued)

As at 31st December, 2018, (i) YMIM was an
indirect wholly-owned subsidiary of AGL which was
the ultimate holding company of the Company
holding 74.97% interests in the shares of the
Company; (i) Mr. Arthur George Dew was common
director of the Company and AGL; and (iii) Mr.
Warren Lee Wa Lun was common director of the
Company and YMIM.

YMIM was a fellow subsidiary of the Group for
the period from 1st January, 2019 to 24th July,
2019 and became the Group's related company
afterwards. 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$1,242,000 (2018: approximately HK$999,000).

During the year, the commission expenses charged
by Sun Hung Kai Investment Services Limited, an
associate of AGL, was HK$236,000 (2018: Nil) for
securities transactions entered into.

No notes issued by a fellow subsidiary, classified
as financial assets at FVOCI and included in listed
debt securities, as at 31st December, 2019 was
held by the Group (2018: the net carrying value of
HK$30,623,000). Interest income from the note,
totalling of HK$1,242,000 (2018: HK$1,490,000)
was recognised during the year.

During the year, insurance premium of
approximately HK$95,000 were charged by an
associate of AGL (2018: HK$95,000).

Key management personnel of the Group are
members of the Board. Details of key management
personnel emoluments are set out in Note 12.
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27. HERBRERBRME 27.

RMEFRBELZ BB

At 1st January, 2019
R=—F—NF—HA—H

Changes from financing cash flow:
MEREMEEY

Proceeds from bank borrowings
RITEEFSHIE

Repayment of bank borrowings
BRRITEE

Interest paid

ERNFE

Notes to the Consolidated Statement of Cash
Flows

Reconciliation of liabilities arising from financing activities:

Bank borrowings
RITEE

HK$'000
TAT

49,178

(49,178)

(212)

Total changes from financing cash flows

RERSRERES

(212)

Other changes:
H#s) -
Accrued interest

FERFE

212

Total other changes

Hi B

212

At 31st December, 2019
RZEB—NF+=ZA=+—H
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28. AR RE 28.  Statement of Financial Position of the Company

2019
—E-AF

HK$'000
FTHEx

ASSETS AND LIABILITIES
BEERAE

Non-current assets

FRBEE

Investment in subsidiaries

RIBREIRE = =

Current assets

mENEE

Other receivables and prepayment

Hoh R WK R TR IR 449 449
Amounts due from subsidiaries

FEUHT B A BIFRIE 1,113,040 1,093,779
Cash and cash equivalents

Re MRS EEY 1,957 1,291

1,115,446 1,095,519
Current liabilities

REAE

Other payables and accrued expenses

Hip AR AT & A

Amounts due to subsidiaries

R B A BIFRIA

Amount due to a holding company

R—EEIR R RIFIR

Amount due to a fellow subsidiary

R—FERZH B R RFIR

Amount due to a related company

R —FERAHsE R R 500R

1,544
64
319

4,902

1,349
73
341

4,575

6,829

6,338

Net current assets

RBEEFE

1,108,617

1,089,181

Total assets less current liabilities

BEEABERRBAE

1,108,617

1,089,181

EQUITY

kR

Share capital
e 21 918,978 918,978

Reserves

i 22 189,639 170,203

Total equity
A 1,108,617 1,089,181

ARAIERARGEEEN _S_TF=[+ LA The statement of financial position of the Company was
EREENENH TIIEEREREE approved and authorised for issue by the Board on 19th
March, 2020 and is signed on its behalf by:

Warren Lee Wa Lun Mark Wong Tai Chun
0 EREH
Chairman Director

FrE
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29. EARERTAERE 29.  Significant Investments and Top Ten Investments
AEBR -_ZE—hE+-_A=+—AnKBEBEENERT Particulars of top ten investments of the Group as at 31st
BEmM=B+AIEEZHBEWT - December, 2019, in terms of carrying value of the respective

investments, are set out as follows:

Percentage of
the Group's
net assets
attributable to
Carrying ~ Market value/fair Dividend the owners of
Number of Effective book cost up to value as at received/ company as at
shares held by shareholding 31st December, 31st December, receivable 31st December,  Classification of
Name of Investment the Group interest 2019 2019 during the year 2019 finandial assets
W=B-1F
+2A=+-R
HE-E-0E H=B-n§ {EMT%A
A5M tZA=t-8 t2A=1-H Fch/
fifsZ B8R BB AR e/ AT FHRE HREEER
HK$'000 HK$'000 HK$'000
47 T i
)i Tatung Co, Limited (‘Tatung") 29,982,000 1.28% 173,186 163,702 - 1473% AL
KRARHERAA(AR]) BATEAER
(i) Grand Ming Group Holdings Limited 14,380,443 203% 8936 68307 1469 6.15% AL
(*Grand Ming")
[EREEERERAA(EH)) ROTEABR
(i) Sub-participation in Kovan Limited ("Kovan”) Not applicable Not applicable 31,010 54,142 - 487% R
Kovan Limited 2 HESE([Kovan ) TER TER BATEIARR
() New Oriental Education & Technology Group Inc. 56,000 0.04% 39,188 52878 - 476%  FVRL
("New Oriental")
HRAHEHREE)ARAR(HRA)) BATETARR
(v Springs China Opportunities Feeder Fund Not applicable Not applicable 7,800 43,000 - 381% AR
(*Springs China") TER TR RATEIABR
(W) Cheergain Group Limited (“Cheergain”) Not applicable Not applicable 39,140 42,556 - 383%  AOC
2021 Bond
Cheergain Group Limited ([ Cheergain ) 202185 TER TER RATESALMR R
(vi))  Seazen Group Limited (*Seazen") 2021 Bond Not applicable Not applicable 38,878 40,423 - 364% RO
THARARERLR ([FHER 0 ER TER TER BATETARB NG
(vii) Alibaba Group Holding Limited (* Alibaba") 180,000 less than 0.01% 3134 37,163 - 334% AR
FECEEERRARAR(ZEEE)) H3001% BATEARR
(i) CVC Capital Partners Asia IV Associate Not applicable Not applicable 30,245 36,198 2,8% 326%  FVRL
LP.('CVC") TR TER BATEARE
(X} China Unicom (Hong Kong) Limited 4,200,000 0.01% 47125 30,828 588 1% AR
("China Unicom”)
MR RERE(EERIERAR BATEARE
(TR )
—hWEF+ZB=1—8 " KEAKEBAKNEESE Tatung and Grand Ming are significant investments of the

AEE - Group as at 31st December, 2019.
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29. BEARERTABRE(E)

Name of investment

(il CSOP Hang Seng Index Daly (-1x)
Inverse Product
B FRBLEAEERA (1Y
ER

(i) Grand Ming
i

(i) Cheergain
Cheergain

() Kovan
Kovan

(v China Unicom

RERR

() Qe

(vil)  ASM Term Trust 1

(vii) Sun Hung Kai & Co. (BVI) 2021 Bond
Sun Hung Kai & Co. (BV1) 202183

(i) Dream International Limited

ENERERAT

(x) Springs China

Number of
shares held by

the Group

25,000,000

15405483

Not applicable
el

Not applicable
AER

4,200,000
Not applicable
TR

Not applicable
AER

Not applicable
AER

7,022,000

Not applicable
HER

29. Significant Investments and Top Ten Investments
(continued)

Carming Market value/

Effective book cost up to fair value as at

shareholding 31t December, 31st December,
Inferest

HK$000

T

5.32% 147,229 148,000

217% 9573 76,719

Not applicable 39,140 40,247
TR

Not applicable 31,010 38,990
Dk

0.01% 47125 34,944

Not applicable 30,45 3,187
TR

Not applicable 26948 30640
TR

Not applicable 31,078 30623
AR

1.04% 1839 29914

Not applicable 7,800 29,186
TR

Percentage of

the Group's

et asses

attributable to

T the owners of

received/  the Company s at

receivable 315t December,
during the year

= 1357%

1510 103%

- 369%

- 3.58%

214 3.20%

= 304%

= 281%

= 281%

281 274%

= 268%

Classification
of financial assets

FVRL

BOFEARE
AL
BOTEA RS

mod
BOTEFAR 2N

FURL
BATE RS

AL
BOFEARE

AL
BOTEA RS

AL
BOFEARR

nod
BOFE AR S

AL
BAFEARE

FVRL
RATE B
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29. EBEARERTAREGE)

0]

(i)

K[E

ARRBERDBEAEMAR Y - HERRRK
MRABBEFRRSAAR LM (BRMH AR :
23717T) - KAREWB AR EZH EEmH
& BREARMBERBGOER -

BE-_Z-NFALA=ZTRHIEAAR  KAE
BAEMRAREEZLEES T A1,004,300,000
Al SRERBIAR0MFEE KT
—NEFERA=TH  KRAHEABAEBLREEZ
4R A HEZE 534,706,000,0005 & # -

FA - REZTET5.5% °

EL

ERRASHESEMMKYL - EROHNREBBR
PRER ET(RMHARSR - 01271) o ERREME
RATBERERNEREEEET BEET
RBURH L

BT NEAB=1THIER - ERE
B AL REEZER A 5 M /44,000,000 %5
T BREARENA0.06ET - R-ZE—hEF
NA=Z+RH  EREBABGERECEZGEE
%57/32,818,900,000/8 7T °

FA - WREZBRETEAL.6% °

Significant Investments and Top Ten Investments
(continued)

0}

(i)

Tatung

Tatung was incorporated under the Company Act
of the Republic of China and its common shares
were publicly listed on the Taiwan Stock Exchange
(stock code: 2371TT). Tatung and its subsidiaries
are principally engaged in the business of the sale
of goods, construction contract and rendering of
services.

For the nine months ended 30th September, 2019,
the unaudited consolidated profit attributable to
owners of Tatung was NTD1,004.3 million with
basic earnings per share of NTD0.44. As at 30th
September, 2019, its unaudited consolidated equity
attributable to owners of Tatung was NTD34,706.0
million.

The market value of this investment decreased by
5.5% during the year.

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 residential buildings,
commercial buildings and data centres construction
in Hong Kong.

For the six months ended 30th September, 2019,
the unaudited consolidated profit attributable to
owners of Grand Ming was HK$44.0 million with
basic earnings per share of HK$0.06. As at 30th
September, 2019, its unaudited consolidated
equity attributable to owners of Grand Ming was
HK$2,818.9 million.

The share price of this investment decreased by
4.6% during the year.
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EARERTARE(E)

(iii)

(iv)

(v)

Kovan

Kovani B iR 22 BE B i A SZ » Kovan & ELHT
BAREENRELMEFE RS -

MR

MRANFEEHSTMAL - EROVBHE
HR LT (RMHERSE - EDU US) « TR K
HIE A BN ERELAHB R -

BE_Z-NF+—A=+BIXEAR  HE
F B NG RS E LR A E ) 5262,400,000
En 0 BREAABFAE166ET - RZE—N
F+—A=+H FRIEEAEEREEZ
4R A HEZE A2,594,500,0003 7T °

Springs China

Springs China 2B S5 AL - Springs
Chinax ZRENFERE S LT AT RNEIN
EmzHERT o

BHEZT—N\F+ZA=+—HLEMEEE -
Springs Chinaf] f& Bl A] 2 BB fiF B ARG
ERFEER104,200,000% 7T ° RZZE— )\
F+=—HA=+—8 - Springs Chinar] i& 6] 7] £ £
BIERFSE ANEREEZFEE /294,100,000
e

29.

Significant Investments and Top Ten Investments
(continued)

(iii)

(iv)

(v)

Kovan

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

New Oriental

New Oriental was incorporated in the Cayman
Islands and its shares are listed on the New York
Stock Exchange (stock code: EDU US). New Oriental
and its subsidiaries are principally engaged in
private educational services in China.

For the six months ended 30th November, 2019,
the unaudited consolidated profit attributable to
owners of New Oriental was USD262.4 million
with basic earnings per share of USD1.66. As at
30th November, 2019, its unaudited consolidated
equity attributable to owners of New Oriental was
UsD2,594.5 million.

Springs China

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

For the financial year ended 31st December, 2018,
the audited decrease in net assets attributable to
holders of participating redeemable preference
shares of Springs China was USD104.2 million.
As at 31st December, 2018, its audited net assets
attributable to holders of participating redeemable
preference shares of Springs China was USD294.1
million.
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29. EBEARERTAREGE)

(vi)

(vii)

Cheergain

CheergainiA B fE Z BE &AL + &China
Properties Limited([ China Properties|) 2 2 %&
MfEBAa] - China Propertiesi AR 2 BB A
37 ARG E BT ER L (RMDAK :
01838) ° China Properties X Effi B AR EBE
PRI SRR RMERE T

BIE-—T—hhEA=1BIt~@A - China
Propertiesi B AfEMR R EEBZIZE BN A
160,300,000 A R ¥ - B E A& F| A&0.09
AR - MZF—NFNA=+H " China
Properties#E B AE RIEERGEER A
37,709,800,000 A FR#& o

HHBR

MR BERNASHSEMRL - HRNHRER
B prE AR BT (BRIDHRSR : 01030) © FIMER
REMBRAREZEBANTEEEMEME
FMFERE -

BHE-Z-hAhENA=1THIE~MEA #H
BEREAABGHERECEZEA RN A
1,528,100,000 A R ¥ - FRREARAF) A0.26 A
R - RZT—NFEXA=Z1TH  FHEEH
BABEREEZIRE #25418,815,100,000
AREE o

Significant Investments and Top Ten Investments
(continued)

(vi)

(vii)

Cheergain

Cheergain was incorporated in the British Virgin
Islands, which is wholly-owned subsidiary of China
Properties Limited (“China Properties”). China
Properties was incorporated in the Cayman Islands
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 01838).
China Properties and its subsidiaries are principally
engaged in property development and property
investment in the PRC.

For the six months ended 30th June, 2019, the
unaudited consolidated profit attributable to
owners of China Properties was RMB160.3 million
with basic earnings per share of RMB0.09. As at
30th June, 2019, its unaudited consolidated equity
attributable to owners of China Properties was
RMB37,790.8 million.

Seazen

Seazen was incorporated in the Cayman lIslands
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 01030).
Seazen and its subsidiaries are principally engaged
in property development and property investment
in PRC.

For the six months ended 30th June, 2019, the
unaudited consolidated profit attributable to
owners of Seazen was RMB1,528.1 million with
basic earnings per share of RMB0.26. As at 30th
June, 2019, its unaudited consolidated equity
attributable to owners of Seazen was RMB18,815.1
million.
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29. EBEARERTAREE)

(viii)

(ix)

mEBE

TEBERFASESEMAL - HBRORELD
BHZH LT (RS - BABA) - H2EE
REMBAREZENRERLER  EHFE K
FHEE RIRGEA R RIFTIR B A E AR -

BIFr—Z2—-—hEhLA=1+BILE~EAR =
EEEHAEABRBGREEZEAE RN A
93,792,000,000 A R ¥ » FRRERAF4.51 A
R - RM—_ZT—NENA=+H TEEEHE
B ARG REEZIRE B £602,799,000,000
AR -

Ccvc

CVCREMSHEMABREMTER - CVCEE
RE KR AR B S E -

BIr—ZEZ-—-NE+-A=+—BILHKE
B CVCERBETABARMKERGENB
3,500,000 - RZE—N\E+=-_RA=+—
H CVCERETABABRGEEREEFE
#531,900,000% 7T, ©

Significant Investments and Top Ten Investments
(continued)

(viii)

(ix)

Alibaba

Alibaba was incorporated in the Cayman lIslands
and its shares are listed on the New York Stock
Exchange (stock code: BABA). Alibaba and its
subsidiaries are principally engaged in core
commerce, cloud computing, digital media and
entertainment and innovation initiatives and others.

For the six months ended 30th September, 2019,
the unaudited consolidated profit attributable
to owners of Alibaba was RMB93,792.0 million
with basic earnings per share of RMB4.51. As at
30th September, 2019, its unaudited consolidated
equity attributable to owners of Alibaba was
RMB602,799.0 million.

cvC

CVC is registered as a limited partnership in Jersey.
CVC focuses on Asia Pacific region private equity
investing.

For the financial year ended 31st December, 2018,
the audited profit attributable to limited partners
of CVC was USD3.5 million. As at 31st December,
2018, its audited net asset value attributable to
limited partners of CVC was USD31.9 million.
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30.

—Z—-NF+=-A=1+—HILFE For the year ended 31st December, 2019

() alEi)

hEEEREBEMAL - EROREERR
FrEAR B (ARIARS5R : 00762) o H BER M Ko H
MEARERRFETEREHREST AR BT
LBBEIERY - BELREBREEBRY - H
3R ERTS - EEE - AT EERABBRYE - &
HEBEEmM -

HIE-—T—hERNAZTHILAEA &
BEEBEBARBGALCEZEE &N R
6,877,000,000 AR ¥ - BRREARZAF|H0.22 A
R - RZZFT—NFXA=Z1TH  r AEHEBHE
BAEBIEREEFZIR S R /316,040,000,000
AREE

BHREBEERQAVENE

AEEREABEHTRRETZHTER SR T AMA
XUBaR - MEEREET SRR (BREERER -
MEERREMERRR) FERREEDESRER

o

MERREETIEEARAEEEIHA  LEHHESS
ETAE - BRZVBRRERERREPNREAEE
RHBERHZRER - MEESMEHSRRRER
1K - EARZERKFER - BRIV EREAELR
AR o

30.

(x) China Unicom

China Unicom was incorporated in the Hong Kong
and its shares are listed on the main board of the
Stock Exchange of Hong Kong (stock code: 00762).
China Unicom and its subsidiaries are principally
engaged in the provision of voice usage, broadband
and mobile data services, data and other internet
application services, other value-added services,
leased lines and associated services and sales of
telecommunications products in the PRC.

For the six months ended 30th June, 2019, the
unaudited consolidated profit attributable to
owners of China Unicom was RMB6,877.0 million
with basic earnings per share of RMB0.22. As
at 30th June, 2019, its unaudited consolidated
equity attributable to owners of China Unicom was
RMB316,040.0 million.

Financial Risk Management and Fair Value
Measurements

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

Financial risk management is coordinated at the Group's
headquarters, in close co-operation with the Board
periodically. The overall objectives in managing financial
risks focus on securing the Group’s short-to-medium-term
cash flows by minimising its exposure to financial markets.
Long-term financial investments are managed to generate
lasting returns with acceptable risk levels.
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30. HEERREERAFEITE(E) 30. Financial Risk Management and Fair Value
Measurements (continued)

301 HIREERARGER 30.1 Categories of financial assets and liabilities
BB ARRRAF 25 2EEES LA THBE The carrying amounts presented in the statements
EXEEER of financial position relate to the following

categories of financial assets and financial liabilities:

2019 2018
—g-nE -2 N\F

HK$'000 HK$'000
FTET TAET

Financial assets

MBEE
Non-current assets
ERBEE
Financial assets at FVOCI
BATEH AR MRS EE 157.443 102,869
Financial assets at FVPL
BATES A BRI B AR 257,966 157,555
415,414 260,424
Current assets
mEEE
Financial assets at FVOCI
RAHET AR IR BEE 8,030 -
Financial assets at FVPL
BATES ABRMHEE 583,804 464,035
Financial assets at amortised cost:
RE R AT BRI B TS B EE
— Trade and other receivables
— B 5 RE BT 567 40
— Cash and cash equivalents
—RekReEEY 86,132 387,053
678,533 851,128

1,093,947 1,111,552
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30. HREBREERAFENEE) 30.

301 MBEERABEEE)

Financial liabilities

MBEaE

Current liabilities

nBBEE

Financial liabilities measured at amortised cost:
B B E LA SHACRGT 2

— Trade and other payables and accrued expenses

Financial Risk Management and Fair Value

Measurements (continued)

30.1 Categories of financial assets and liabilities

(continued)

2019
S

HK$°000
TR

2018
—F-N\F
HK$'000
TET

— B REMENRLEAER 1,548 19,334

— Amount due to a related company

— R —E @ A R FOR 4,902 -

— Amount due to a holding company

—R—TEERR A R IR 319 341

— Amount due to a fellow subsidiary

— R —El BB P BB A B RRIA - 4,575
6,769 24,250
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30 BKEBREERAFEIHE(E)

30.2

SN B

SNERBRIEERMTAZAFEARKRERE
EINEIE R BB TN B < R

AEBRAMORZABTETT - BBEXME
REIBEREAEEZKRE  MRFRETIZEN
X AR¥ - B¥  HE% - HERFRK
(IZRekDEHE ©

NS BB EERBERKBERRE S
BITIT

30.

Financial Risk Management and Fair Value

Measurements (continued)

30.2

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¥ and Thai Baht ("THB").

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

2019
—E-NF
HK$°000

FEx
NTD
Men

Financial assets
W EE
Financial liabilities

MBAaR =

6,492

18,777

163,702 135,768 = 9

Short-term exposure

G HAR B 6,492

18,777

163,702 135,768 = 9

Financial assets
W EE -
Financial liabilities

MBAaR =

= 413,981 10,274 1,434

Long-term exposure

KRR =

= 413,981 10,274 1,434
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BBREBREERAFEFR(GE)

30.2

ShEERBR ()

ASNEEHE 2 S EERA BIRRERRINE A
BT ¢ ()

Financial assets
MISEE
Financial liabilities

HBaE

30.

Financial Risk Management and Fair Value
Measurements (continued)

30.2

5,712

Foreign currency risk (continued)

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

2018
—ZE—N\F
HK$’000

THET
usb
e

19,325 88,862 = 9

Short-term exposure

el

5,712

19,325 88,862 = 9

Financial assets
WEEE
Financial liabilities

MBAaE

= 259,262 9,490 1,162

Long-term exposure

RHRR

= 259,262 9,490 1,162

TRIHEAERRE B AREEERRR 2E
S ek BE - ZHRRAREZINE
EXSEA RS  AKEREEN(RRER
M) R A S EAK D 2 BOES -

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 and RMB to which the Group has significant
exposure at the reporting date.
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30.
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BBREREERAFEFR(E)

30.

Financial Risk Management and Fair Value
Measurements (continued)

30.2 shERERR(E) 30.2 Foreign currency risk (continued)
2019 PAONE:]
S i —E-NF
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
rate earnings of equity rate earnings of equity
(Note) (Note)
IMBEER HH % Eapy E SN e 3= EIDTRES SR
i, RIRKRB HAbp o i A AR H AR 5
Omd) EFzZE 7 B2 e
(Hizt) (Hi5%)
HK$'000 HK$'000 HK$’'000 HK$'000
TR TR T T
MYR
ke 1% 188 - 1% 193 -
MYR
Bk -1% (188) - -1% (193) -
JP¥
H 1% 65 - 1% 57 -
JP¥
H 1% (65) - -1% (57) -
THB
Rk 3% 308 - 2% 190 -
THB
Rk -3% (308) - 2% (190) =
RMB
AR 1% - 14 2% - 23
RMB
ARE -1% - (14) 2% = (23)
NTD
e 1% 1,637 = = = -
NTD
e -1% (1,637) = = = =
et - Note:

EERFETN RREBAIGINRERRD - A8
RIEN R ARE B ke g i -

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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30. BIREMEERAFEI;IEE)

30.2

30.3

SRR (AR)

RER  AREMELIINERR 2 BRED
I RERSNEE R BB A o LR R R 3%
EYRBFAERTEMET - BREBEE
BEHMNEXSEHEEET —HRER RIS
Bz AR EE BN - WETEARBRER
BHE-_T—)\F+-_A=+T—BLEFEKRSE
S mA PR EURE DN AT E M ERR -

R+ —BAETZIEEE 2 A BB
SEHAREY BERF  RBEFIREREE
R mEAED -

R =Ek

MEERBFEREMTIAZATEARSRER
TG R 1 3R B 2 R o

Financial Risk Management and Fair Value
Measurements (continued)

30.2

30.3

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, 2018.

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.
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MERBEERAFETE(E)

30.

FREBR(E)
DFHENRRR

RZZE—NF+A=+—B xEEZ AT
ENERRIBREKETSREAH  AKH
B AT B R FELEAERK - AEEZ A FEF
KRBT

Financial assets at FVOCI

BATEF AR 2R S s WBEE

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

30.3

Interest rate risk (continued)

Fair value interest rate risk

As at 31st December, 2019, the Group’s fair value
interest rate risk relates primarily to investments in
debt securities. The Group currently does not have
a fair value hedging policy. The Group’s fair value
interest rate risk exposure is summarised as follows:

2019 2018
—g-nE

—F-N\F
HK$’'000
FAT

HK$'000
FTET

53,131 40,247

R-ZBE-NAE+-_A=+—8  WmEfxEL
Frak FFE50EER(—Z— )\ : 50{EEZ)
MATEEMBBREFTE  AFEFEZREER
1% #5911 322,0007% 7T 3k 38 11 263,000 7T ( =
= — )\ : J§4>399,0005% JT sk 1 h1406,000/%

JT) °

bk el E I

AREBBLEROIHAERT TRAER
) MAE T EHER 2 RS HAEER -

At 31st December, 2019, if market interest rates
had been 50 basis points (2018: 50 basis points)
higher or lower with all other variables held
constant, investment revaluation reserve would
have decreased by HK$322,000 or increased by
HK$263,000 (2018: decreased by HK$399,000 or
increased by HK$406,000).

Cash flow interest rate risk

The Group is 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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30. BKEREERAFEIHEE)

30.3

FR@BR(E)
BemM xR E)
TRINEEERIRE B AR ZH R BZ TN

ZHMEREIEAIERE) - AEBBIREN (RRE
B2 HHEE -

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

30.3

Interest rate risk (continued)

Cash flow 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.

2019 PAONE:]
—g-he —F-N\F
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)
Fl = HHE HZ= g
#hn, R RRE i/ i Al AR
Om2) BRzE OB Bz 8
(Hfat) (Hizt)
HK$’000 HK$'000
FET FAT
Deposits
TR 0.5% 431 0.5% 1,935
Deposits
F& (0.5%) (431) (0.5%) (1,935)
et - Note:

EERFEFN RRERBAGINREIRRND - A &2
RIEN R ARE BFR D kg 8E n -

RER - AREREHMNERRZGURED
W REMNEEE A DR BRFERENREY
REERNGERHTEMERE - FIF2HREEEHT)
KREEBRTMSENERAAEMAIELR L
2 UWIHEBREHMNEEHEEET — AR
SEARLEREZ AR EEF NG - EFIE
MRREGRBEE—_T - N\F+-_A=+—H
I FEHFREVBHRRABGRESTAAERE
EIC

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, 2018.
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HEZ
30.

—NF+ = A=+—HI1E4E For the year ended 31st December, 2019

B EE

30.4

BRAFEFERE)

ELEYEN

ERRERIRERTAZ ATFEIKRKREERR
ERTEREREMHBR RS < BR -

AEEEHEDBARATFEF AERMBEE
NR A ER AR M2 E RS ﬁﬂ%ﬁ?Z%?

BFEFRENKEEFREELZERE
R - AREZ ERERSMMNT:

Financial assets at FVPL
BATES ARV KEEE
Financial assets at FVOCI

BAFESF AR E RS B EE

Financial Risk Management and Fair Value
Measurements (continued)

304

Price risk

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 price changes arising
from investments in certain debt securities and
investments in perpetual securities classified as
financial assets at FVPL or financial assets at FVOCI.
The Group's price risk exposure is summarised as
follows:

2019 2018

e —E )\
HK$’'000 HK$'000
FHRT T
70,131 -
112,347 62,622

~NE+=A=+—8 - HEE LT
TMWM T—\F :5%) - TFTA R

WIFTRE - KFE ZH&EF R4 3,507,000
;‘%ﬁﬁki73u3,5o7,ooo;‘%ﬁ C MR E B
45,617,000/ 708k 3E N5,617,0008 (=&
— N\ @A, #8403,131,00087T) °

AREEEH S ERIIEEEZ S RRAFEF
ANEEWBEEZRAREEE ZREZHE
B o BRIREEIERT A 2 FFER R S A T LK
,%*’:‘fa‘%( PERBEAFEFABEVBHEE)
SN TBREREARLEM

REEZEHEEBERAFE %IEE’\?% Bk
fE - BR - QEREBEFAFIZH LT - &
BHRARBALERERBETESI M LIED
BURE -

TRIHRERHE B AEEAENER 2
FEREMESIER R EE - ol RAEEHR
B (RARE B 2 BB

At 31st December, 2019, if price had been 5%
(2018: 5%) higher or lower with all other variables
held constant, profit after tax for the year would
have decreased by HK$3,507,000 or increased
by HK$3,507,000 and investment revaluation
reserve would have decreased by HK$5,617,000
or increased by HK$5,617,000 (2018: decreased/
increased by HK$3,131,000).

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

The Group’s equity security held for trading are
primarily listed on the stock exchanges of Hong
Kong, Malaysia, Tokyo, Taiwan and United States.
The portfolio is diversified in terms of industry
distribution, in accordance with the limits set by the
Group.

The following table indicates the approximate
change in the Group's profit after tax (and retained
earnings) 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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30. HERREERAFEITE(E) 30. Financial Risk Management and Fair Value
Measurements (continued)
304 fERERE) 30.4 Price risk (continued)
BFEEERAFES Equity securities held for trading

In response to the reasonably possible change in
the market price of the equity securities held for
trading, the Group's investment in equity securities
held for trading excluding derivatives has the
following exposures:

AEFEEERAESMEZAREEES -
AEERFEEERAZS(TREITETAR)
ZREFATRER :

2019 2018

Hong Kong market

Increase/
(decrease)
in securities’
market

price

mEME

#hn,”
OR2)

—E-nE
Effect on
profit after
tax and
retained
earnings
(Note)
HH %
AR AR E
BRzwE
(Hiat)
HK$'000
FHET

Effect on
other
components
of equity

Eag: o
Hit k7
2
HK$'000
TR

Increase/
(decrease)
in securities’
market

price

FmE
i1

—ET-N\F
Effect on
profit after
tax and
retained
earnings
(Note)
EApEES
Al AR
Bz 2
(H152)
HK$’'000
FET

Effect on
other
components
of equity

B
HABpK D
pdZ

HK$'000
THET

EXEMS 3% 7,199 = 5% 20,178 =
Hong Kong market

ik -3% (7,199) = 5% (20,178) =
Malaysia market

BRALRMS 3% 563 = 5% 966 =
Malaysia market

BRAE TS 3% (563) = 5% (966) =
US market

e 3% 3,224 = 5% 1,772 =
US market

EFE™MS 3% (3,224) = 5% (1,772) =
Japan market

BAmS 3% 195 = 5% 286 =
Japan market

BATi5 -3% (195) = 5% (286) =
Taiwan market

B ETiS 3% 4,911 - 5% = =
Taiwan market

BETS 3% (4,911) = —5% = =
Kt Note:

EERFETRRERFPEMKEERLD, AmE L
FOm A R ARE B S RIS 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.
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30. BBEBEERAFESEGE

30.4

30.5

ERER(E)
EmEs

RBER  AREMEHRERR ZHRED
FrHBRERRETEREERRREHES A
DHRMRFERENBEEWRBFRNER TR
EE - RREBIEEIEE LA IEHEA
HEREHEBHEEE T —HREAA/LHREZ
BEAEEBME - BETERRR AR
ET - N\F+_A=+—BLFEREHE
BRABEREDTAAERERR -

EEAR

FERBRESMTAZHF I REZSRTA
ZIGERBETEELE  TEBAKEEFHEE
Bz R -

ARBYEEMENEERBRESNMEME—
RHEFREM—EBEREZRIZHTFT - H
BT LWEERE -

HRARBESRITESRTARZHFHTIE
ZRYF EER - BABRISEEFENE
B - BRBEERRER -

Financial Risk Management and Fair Value
Measurements (continued)

30.4

30.5

Price risk (continued)
Listed securities

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, 2018.

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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30. HREBREERAFENEE)

30.5

FERRGE)

AEBRMRTIRERE - BEREBRAE
EXGHTRZREES - WL ER IR
MIRERIN - RIREBEBHESFMS  EALER
EEHEBREATARBOEEETLAC
BEAENEBFES - LBREERITNES
CHARRBER - BEEeANREREER
AEBMNBERERALER - mOBEAEA
FEFAEMEARSTEEEZBEEEFK
EmMEs  RZTE—hhF+=ZA=+—8 a1
BEATARESREEFEN Ta-BEDR
2 HEBRTE {H /165,478,000 T ( Z 8 — )\ -
102,869,000/ L) * ESEE LA EN121E A
TEEEEEIBZ&EATE o

REERSEREARTEEBESFREZREE
BB - AEEZRAFEFAEMEZEKZEZE
BIEFZRELMEFLTES  ZFESH
HERAIPRERE2RARZEERETS
HoMNBEZZT-NF+_A=+—8HLHF
B BAFEFAEMEZARSEZEBIA
2 FBER{E B #5181,949,000/8 L B fE 1B 25 1
R-RIE—NFE+-A=1+—0 RAFE
FAREMEERECEBIAZRERER
1,949,000/ 7T °

BE_ZT—NWEFr-_ZT—N\F+=-_A=+—H
IEFE  BAFEFARMBEARESZEBL
B EERESEEFHNT

Financial Risk Management and Fair Value
Measurements (continued)

30.5

At 1st January, 2018, 31st December, 2018 and 1st January, 2019
RZZE-—NF—A—RB ZE-\F+_A=+—Bk=_T-—NF—H—H =

Loss allowance recognised

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
assigned by international credit rating agencies
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. For
investment in debt securities which are classified
as financial assets at FVOCI, the gross carrying
amounts with crediting rating between a- and b
assigned by international credit rating agencies
are HK$165,478,000 as at 31st December, 2019
(2018: HK$102,869,000) and the loss allowance is
measured at an amount equal to 12-month ECLs.

The Group assesses the credit risk of investments in
debt securities at the end of each reporting period.
The Group's debt instruments at FVOCI mainly
comprise listed and unlisted bonds that are graded
by credit-rating agencies as per globally understood
definitions. During the year ended 31st December,
2019, expected credit loss on debt instruments at
FVOCI amounting to HK$1,949,000 was recognised
in profit or loss. At 31st December, 2019, the
impairment allowance for debt instruments at
FVOCI amounted to HK$1,949,000.

Movement in the loss allowance amount in respect
of debt instruments at FVOCI during the year ended
31st December, 2019 and 2018 is as follows:

12-month ECL
12{8R 2

BEHEEBER
HK$:000
THAT

BREREERE 1,949
At 31st December, 2019
RS | S =g 1,949
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30. HHEREERAFENEE)

30.5

30.6

FERRGE)

AEEHERR A FEF ABRFEZKER S
kEHEF 2 EERR  ARERAFETA
B8 AR EEYBREEANFERRE
REZRR - ZFBEZKREABERR TN
F+ZA=1t—8 ARERTXBBHER
SERNEIRBMERTERR SR TAMEEZ
RREERR - Bt THZETAZESE
ERBREBELFECET-N\F : F)-

REE I EEGE RN @A E AN
WIERER -

RBESERE

mEBE RS K EARERERBITARMNE
SREMMBEEAEMHABRBETZRA
REM - AEEEFERE I RAMRNRRE
TTREAETE L RERREEE ) EAE
RBETRR - ARBEZBR/BIHEEZR
BEEKFRARESRE  NENEEHN
RARDESFE -

AEETEEBEREGRATEEENER
HEAFREBRRH  NWERHERDEST
2 ARERBERARDESTFR  58H
EERB=ARTRNERHRDESEFE -

AEE#IFRENES  BHERFRREE
BHANRNARRZZ=FRZRBESFR -
S ERRBEZEAREERERLERS
MBEEZRENRENERSARDESEFE -

Financial Risk Management and Fair Value
Measurements (continued)

30.5

30.6

Credit risk (continued)

The Group is exposed to credit risk on perpetual
securities and debt securities measured at FVPL,
which are not subject to HKFRS 9's impairment
requirements as they are measured at FVPL. The
carrying value of these assets represents the Group's
maximum exposure to credit risk on financial
instruments not subject to the HKFRS 9 impairment
requirements as at 31st December, 2019. Hence, no
separate maximum exposure to credit risk disclosure
is provided for these instruments (2018: Nil).

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.

The Group maintains cash, short-term bank deposits
and marketable securities to meet its liquidity
requirements for up to 30-day periods. Funding for
long-term liquidity needs is additionally secured by
an adequate amount of committed credit facilities
and the ability to sell long-term financial assets.
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30. HERREERAFEITE(E) 30. Financial Risk Management and Fair Value
Measurements (continued)

30.6 MEBELEMKR(E) 30.6 Liquidity risk (continued)
INTHATAAEER _ZE—NLER_T—\F Analysed below is the Group's remaining
T AT BIZHETEVBABIRBREL contractual maturities for its non-derivative financial
EARR o liabilities as at 31st December, 2019 and 2018.

On demand/
less than 6to 12 1to5 Over
6 months months years 5 years

mER
DR6fEAR 6ZE 1284 1255 SFEE
HK$'000 HK$'000 HK$'000 HK$°000
FTER TR TR TR

As at 31st December, 2019
R-E—NF+-_A=+—8

Trade and other payables and accrued expenses

B REMENRKETER 1,548 = = =

Amount due to a holding company

R—FRERR R BRI 319 — = =

Amount due to a related company

R—[ERER X R FOR 4,902 = = =
6,769 - - -

As at 31st December, 2018

RZZE-—NF+=ZA=+—H
Trade and other payables and accrued expenses
B 5 REMENTRKETER 19,334 = = =
Amount due to a holding company
R—EER R RIFIE 341 = = =
Amount due to a fellow subsidiary

K —[E R 2B B A R FIE 4,575 - I -

24,250 = = =
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30. HXEREERAFETEE 30. Financial Risk Management and Fair Value
Measurements (continued)
30.7 AYERE 30.7 Fair value measurements

(a)

DFEFBEAFEIRNUBEER
MBEE

TREJRBEAFERE - RRERR
RNFEFENUBEEZEER o IRE
RIEAENEVBEEZ A FEMER
MEREMEANBEE AT EG - B
ﬁ@&ﬁfﬁ%ﬂ PR=EOER - X TE
BEDRATERE :

- BB ARAERAENER
TBRRECRERE) |

- FIE  FEABREIREN
IR ZEELBEITER 2 H
A Al B ERE (BB ) sk
(BREER) &

= FEE  BESBEYIHKER
BRMISEE 28 A GEATHE
A e

RPERBLENBAFEAEMS B
BEAZBAZKEER 2o BHYB
BEESABETEREIR -

BE-_Z-—N\F+=-A=+—HLHF
F§* ETHELTRABRSFCEHE-EE

TOEARE=E  HEBERA/IILY
E%m&%%lﬁ&ézmFéﬁ&ﬁ%ﬁé o
%:?*A¢+ZHE+*E’@§$
Ik ETRAE S A FE1E /82,949,000
BT AEBZRRAEREBRE_[EH
FoE o EER s EHIREEE) A
TR -

(a)

Financial assets and financial liabilities
carried at fair value

The following table presents financial assets
measured at fair value at the reporting date
in accordance with fair value hierarchy. The
hierarchy groups financial assets 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 is categorised in
its entirety is based on the lowest level of
input that is significant to the fair value
measurement.

During the year ended 31st December,
2018, certain unlisted equity securities
were reclassified from level 2 to level
3 as the management considered that
this should better reflect the underlying
investment portfolio of the investment.
At 31st December, 2018, fair value of
those certain unlisted equity securities was
HK$82,949,000. The Group's policy is to
recognise transfer between level 2 and level
3 as of the date of the event or change in
circumstances that caused the transfer.
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30, UBEREERAFENE(E) 30. Financial Risk Management and Fair Value
Measurements (continued)

30.7 AQFEFEE) 30.7 Fair value measurements (continued)
(a) BRAFESIRNEIBEEE) (a) Financial assets carried at fair value
(continued)
MR E M BRARANIZAFEFE 2B The financial assets measured at fair value
BEETIED BT AFELRE : in the consolidated statement of financial

position are grouped into the fair value
hierarchy as follows:

2019
=t
Level 1 Level 2 Level 3 Total
F—E L py E=E e
HK$'000 HK$’000 HK$°000 HK$'000
FHET FHET THET THERT
Assets

Financial assets at FVOCI
RATET AR HR I EE
— Listed debt securities (Notes 30.7(b) and 30.7(c))
— EREBES(M7230.7(6)%30.7(c) - 154,903 10,575 165,478
Financial assets at FVPL
RATHEF ABRUHEE
— Listed equity securities held for trading
—RHEEEE 2 FRAES 583,804 - - 583,804
— Listed perpetual securities (Note 30.7(b))
— EWKERE S (M7230.7(b)) - 61,280 - 61,280
— Listed debt securities (Note 30.7(b))
— L RERBES(#7230.7(b)) - 8,851 - 8,851
— Unlisted equity securities (Note 30.7(c))
— FE ETRAE S (F77230.7(c)) - - 187,835 187,835

Total fair value
NEELRTE 583,804 225,034 198,410 1,007,248
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30. HEERREERAFEITE(E) 30. Financial Risk Management and Fair Value
Measurements (continued)

30.7 AQFEFEE) 30.7 Fair value measurements (continued)
(a) BRAFESIRNEBEE(Z) (a) Financial assets carried at fair value
(continued)

PAONES]
—F-)N\F
Level 1 Level 2 Level 3 Total
E-E F_E H=EE ke
HK$'000 HK$'000 HK$'000 HK$'000
T BT BT BT
Assets

Financial assets at FVOCI
BATEFAEMEE R EEE
— Listed debt securities (Note 30.7(b))

— EEBESHHE30.7(b)) - 95,122 - 95.122
— Unlisted debt securities (Note 30.7(b))
—ELTEBESR(HE30.7(b) - 7,747 - 7,747

Financial assets at FVPL
RATHE A BB EE
— Listed equity securities held for trading

—BEEEEZ LTRAES 464,035 - - 464,035
— Unlisted equity securities (Note 30.7(c))
—FE ETRARE S (H77230.7(c)) - - 157,555 157,555
Total fair value
NFE(EBER 464,035 102,869 157,555 724,459
HE-Z-NF+_A=+—RHIL*#F During the year ended 31st December,
T ATERBE 2RI mERER - 2019, there were no significant transfers

between levels of the fair value hierarchy.
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30, HH¥EREERAFEEE) 30. Financial Risk Management and Fair Value
Measurements (continued)
30.7 AR EFEE) 30.7 Fair value measurements (continued)
(a) RBROTEIIRNUKEEE) (a) Financial assets carried at fair value
(continued)
Bz NFt+-_A=1+—H8BI#F During the year ended 31st December,
B 3 ITRAVBEESRAE= 2018, other than 3 unlisted equity financial
& K& Eili30.7(a)fE 2 IE ETH m PR ANFB A H assets were classified under level 3 and the
F_EBEBEE=[EI 0 NFEREE transfer of unlisted equity securities from
X2 e Bt E R8RS - level 2 to level 3 explained under 30.7(a)
above, there were no other significant
transfers between levels of the fair value
hierarchy.
AREERAFEZ Hxﬁ&ﬁﬁﬁimiﬁiu The methods and valuation techniques used
AR RS BRI R o for the purpose of measuring fair value
are unchanged to the previous reporting
periods.
BRETIHRIEEEZ LMEBESRE Except for certain listed debt securities and
MIRABHIN - BLEr=E ’\EFTQFH = hvd listed equity securities not held for trading,
FERGERM R AL RS EBEAR - the methods and valuation techniques used
FR - AEFEEREEFTHIEFEER for the purpose of measuring fair value
EZmeﬁlﬂ‘% EAE N FHRAES 24 are unchanged to the previous reporting
(EESTI 7 e FT ERAS /ﬂémiﬁZm periods. During the year, management
&8/ ®iE - E“ EA:T\U_T&/#E HERQF of the Group re-assessed the valuation
& - Bt AEEE fi@ﬁ%i%ﬁﬁ}ﬁﬁ%& techniques of listed debt securities and
MR 2B/ HREHZEIFFEEE listed equity securities not held for trading
ZJ:rhﬁﬁ%E 5K FHRAEEEITH and considered that the market prices/
B AT EBAERERFEXTISRE quotes in an active market represent their
HEENLEASEBERTZHE - $t:2E fair values where such market prices/quotes
PERTISYENE REZIFFEE are available. As such, management of the
B TTEEELAR ETRAES  H Group decided to value these listed debt
NEEERE LG EREEGEMETT securities and listed equity securities not
ZIH1E held for trading using the market prices/
quotes in an active market, the fair value
will be the last trade price or the mid-
market quote plus accrued but unpaid
interest. For those listed debt securities
and listed equity securities not held for
trading which do not have market prices/
quotes from an active market, the fair
value is based on valuation performed by
independent qualified professional valuer.
(b) HEBRNMRE—EATFEFNEMEMNZ (b)  Valuation techniques and inputs used
W AE in Level 2 fair value measurements

EMRIELETERES R ETKERS
ZAVEE AB EEGEMEETE
BRARABBRITMEE -

Fair value of listed and unlisted debt
securities and listed perpetual securities
have been determined by a firm of
independent professional valuer, Greater
China Appraisal Limited, using valuation
techniques.
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30. HXEREERAFETEE 30. Financial Risk Management and Fair Value
Measurements (continued)
30.7 AFEFEE) 30.7 Fair value measurements (continued)
(b) HEEBNTRE-_EBAFETERRMN (b) Valuation techniques and inputs used

BARE(E)

BHRBRAESGEER BB Z AR
[EELUNNE

RERMIZHREEMSHRE LMER
FBEH  HAFEAMSREFHEEME
FERTHERFNZAE - ZFEBHEF IR
F{EA121,198,0008 L (=T — )\ F :
;) o
BEBEHFRULERAZRATEER
kEERiESREBZATFEEHTE
WEHERERER HEZIAEWE -
RZZE—NF+-_A=+—8 RNER
MHBWENE REZEHEESFQTE
A #142,556,0008 7T (ZF — J\F : 4
102,869,00078 7T ) + W JHIL AR E 2
WHRIR 2 R RBE S RERBEAOE
EZHAEMmME - HEWSR2BE
BREEERBESE 2 TABE - R=
E-NE+-_A=+—8  BEEEZLHZ
BERAEAE124% (ZE—NF: NTF
3.68%%15.70%) °

RRER - EEARAFEFARB
w2 MBEEZ FXKERESQNFEIR
BEEBRBEZHRESL - BRAZFHFZA
1B A#161,280,000/8 T ( —F— )\ 4 :
;) o

in Level 2 fair value measurements
(continued)

The methods and assumptions applied
for the valuation of the debt and equity
securities are as follows:

Listed debt securities with market quote
in an active market, the fair value will be
the mid-market quote plus accrued but
unpaid interest. The fair value of these debt
securities is HK$121,198,000 (2018: Nil).

As at 31st December, 2019, the fair value
of the debt securities without market
price/quote from an active market is
approximately HK$42,556,000 (2018:
approximately HK$102,869,000) 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 securities at 31st December, 2019
of 11.24% (2018: ranging from 3.68% to
15.70%).

The fair values of listed perpetual securities
included in financial assets at FVPL under
level 2 at the reporting date were derived
from quoted prices from pricing services.
The fair value of the equity securities is
approximately HK$61,280,000 (2018: Nil).
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30. HEEREERAFENEGE) 30. Financial Risk Management and Fair Value
Measurements (continued)
30.7 ADFEFEE) 30.7 Fair value measurements (continued)
(c) HEEMRE=EAFETEMRERZ () Valuation Techniques and Inputs used

WARE

FoEBZETHLEMRARBRZAFE
ERBYEXHEMEETERRAR
REERMMEE

() FEEMBRAES

BT LEMBRABSR ZHETERA
FrsfmiE -« BREHELANT &
METER - ZRA ZE KT8
RMAHBAREESEENT
24,600,0003 T £ 9,972,600,000 3
JT(=ZF—/)\F : 1F5,300,000%
JCZ15,200,000%7T) * BN EN T
12.30% £49.51% (= — \F :
F14.11%%78.36%) * HHEZHN
F—003E1(ZE—NE: NF—
0.03Z=1) REBER1.71%(=ZZF— N\
F:257) WERABSFZATE
#49/441,710,000 7T °

REMEGEELENEERAFEE
e KBRS EHAFER
Do HEARBUE NS EHAFER
Do BERER EAREHAFHERD °

in Level 3 Fair Value Measurements

Fair value of certain unlisted equity
securities in level 3, have been determined
by a firm of independent professional
valuer, Greater China Appraisal Limited,
using valuation techniques.

(i) Unlisted Equity Securities

Quoted market price, pricing multiple
and black-scholes model are used for
valuation of certain unlisted equity
securities. Significant unobservable
inputs into the model were existing
portfolio value ranging from USD24.6
million to USD9,972.6 million (2018:
ranging from USD5.3 million to
USD15.2 million), volatility ranging
from 12.30% to 49.51% (2018:
ranging from 14.11% to 78.36%),
return correlation ranging from —0.03
to 1 (2018: ranging from -0.03
to 1) and discount rate of 1.71%
(2018: 2.57). The fair value of those
equity instruments is approximately
HK$41,710,000.

An increase in existing portfolio value
would result in an increase in the fair
value. An increase in volatility would
result in a decrease in the fair value.
An increase in return correlation would
result in a decrease in the fair value. An
increase in discount rate would result
in a decrease in the fair value.
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30. HXEREERAFETEE 30. Financial Risk Management and Fair Value
Measurements (continued)
30.7 ADFEFEE) 30.7 Fair value measurements (continued)

(0 fHERWRE=

B FPERTRIRAZ

BWARE(E)

(i)

(ii)

FELTRIRAES (&)

ETIHELTRABLSEARESR R
NFERE - RIBHERZ - A%
E A EmEREMERIEEE
BREBUEEFEBEREBENMN - It
L LETBRAFESHZ AFES KD
91,983,000/ ;L A A 1& B 4L 1
o REBERTEER 2 EEFEE
BUEIEETRAFESFZ ATFE -

R

ST N E AR Ll 3F E AR
% HRVEEREEFEMD

mF B &
o F ¢B

HE2EERE

HESKREZHE REATEE
RBAENRBESRE - ZAH
HEMELERTABRE AL
AR T 1.69% (=& — )\ 4F :
26%) ' BEM{ERFMZE1459%
—\%E : 13.68%) © BEFH=
16.28% (ZZF — )\F : 16.28%) °
BAMERION%(ZFE—NF
47.63% ) K k18 % 38.60% (= &
—N\F :3831%) c RATAEZAR
SHEA#I54,142,0008 7T ©

(@]

Valuation Techniques and Inputs used
in Level 3 Fair Value Measurements
(continued)

(0}

(ii)

Unlisted Equity Securities (continued)

For certain unlisted equity securities
which 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 values of
these unlisted equity securities, totaling
approximately HK$91,983,000, are
provided by the relevant investment
managers. The Group has determined
that the reported net asset values
represent fair value of these unlisted
equity securities.

Sensitivity analysis is not applicable to
the above unlisted equity securities in
which the fair value is based on net
asset value.

Investment in Sub-Participation

Discounted cash flow with credit
exposure adjustment is used for
valuation of investment in sub-
participation. Significant unobservable
inputs into the discounted cash flow
were risk free rate of 1.69% (2018:
2.6%), implied credit spread of
14.59% (2018: 13.68%), effective
interest rate of 16.28% (2018:
16.28%), probability of default of
39.42% (2018: 47.63%) and recovery
rate of 38.60% (2018: 38.31%). The
fair value of the equity instrument is
approximately HK$54,142,000.
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30. HMEEREERAFENEGE) 30. Financial Risk Management and Fair Value
Measurements (continued)

30.7 2QFEFEE) 30.7 Fair value measurements (continued)

(0 HERNRE=ELFETRARAZ
BARBIE(E)

(i) MEB2EKREE)

mERFE LA ESRAFET
B - BRFIX LA SEHAFET
B BMBE LF REBATFET
8 o B EFH BT AL -

(i) EH{ERES

T EBEHF 2R FELY
10,575,000/ TR BRI @R E
ETE o RRBEREBBIRG R
TAZEERR 2 A EBER 2 B
RensdmE -

BEATAEREGABBEAB T EE
HEMZESP Capital IQEAFTAR
BRRWRIBEEIT AT AR RIERE
BRI HREMESH 2R E - K
RNAIEFERA - ToBEREAZR
HZREZ A TEBTEAEES
& - BARR R MR - AFEWE -

(9]

Valuation Techniques and Inputs used
in Level 3 Fair Value Measurements
(continued)

(i) Investment in Sub-Participation

(iii

=

(continued)

An increase in risk free rate would
result in a decrease in the fair value. An
increase in effective interest rate would
result in a decrease in the fair value. An
increase in probability of default would
result in a decrease in the fair value. An
increase in recovery rate would result
in an increase in the fair value.

Listed debt securities

The fair value of the listed debt security
of approximately HK$10,575,000 is
determined based on discounted cash
flows. Future cash flows are estimated
based on expected cash flows
discounted at rate taking into account
the credit risk of the issuer.

The significant unobservable input is
the discount rate which is estimated
by an independent professional valuer
with reference to S&P Capital IQ credit
rating model and based on latest
audited financial statements of the
parent company of the issuer. The
directors of the Company considered
that the relationship of unobservable
inputs to the fair value of such
investment is in negative relationship
that the higher the discount rate, the
lower the fair value.
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30. HIEEMEERRAFEITEE) 30.

Financial Risk Management and Fair Value
Measurements (continued)

30.7 AQFEFEE)

(9]

HERMRE=ZEATEFTBARMAZ
BARBE(E)

EEERERABBEREERERL
BIRBZ ARBTG5 BMEFE=E
NZEREEZ A FEBEEERSE -

ERERTABEHABE(EIE) K
ARENEBTAEZEERMNT

30.7 Fair value measurements (continued)

(9]

Valuation Techniques and Inputs used
in Level 3 Fair Value Measurements
(continued)

The management believes that possible
changes in the input values and business
or economic circumstances would not
cause significant change in fair value of the
financial assets under level 3.

Reconciliation for financial instruments
carried at fair value based on significant
unobservable inputs (Level 3) are as follows:

At 1st January

m—H—H

Transfer from level 2

EEEE_E

Transfer from available-for-sale financial assets
BRMHEENMBEESR

Remeasurement of equity securities measured at FVPL
BN ERATES ABRRNRARRE S

Additional securities acquired

ARG

Disposal of securities

HER 5

Net change in fair value recognised in other comprehensive income
REMEERGERATEFEE)

Net gain/(loss) recognised in profit or loss

ERRPHRZF R (BE)

2019
e

HK$°000
TR

157,555

13,289

117

27,449

2018

HK$°000
THET

106,910

61,700

2,379

2,913

(14,385)

(1,962)

At 31st December
RE=A=+—H

198,410

157,555
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31.

BRI

Contracted for but not provided in the consolidated financial statements

EEABRELE T RER T EL RS
— Financial assets

—-WBEE

31.

Capital Commitment

2019 2018
—2-hE

—E-N\E
HK$'000
FAT

HK$°000
FH

6,383 29,494

32.

BEXERE

AEBZEANEEARRBRAEEBRIASELSE
HEEBERASRRIEHEHEE -

AEBEG I EREHEEASREY FAREER AR
BARGERE - AEBUBEEESHE R SREEEHEN
s

32.

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:

2019 2018
—g-hE  —ETN\F
HK$'000 HK$'000
THERT FAT
Borrowings
B - i
Total equity
e 1,111,044 1,098,295
Debt-to-equity ratio
BEEERE 0:1 0:1
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Year ended 31st December,

BE+t-A=1+t—HLEE

2015 2016 2017 2018 2019
—T—hfF —TRE —E—+F —F)\F —E-hE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAT AT FTHET
Results:
ES

Profit/(loss) attributable to the owners
of the Company
AR FUE AR (B518) (103,989) (73,564) 166,667 (43,567) 1Az

As at 31st December,
R+=—A=+—H
2015 2016 2017 2018 2019

=T hifF —TRE —E—+F z —2-NnEF
HK$'000 HK$'000 HK$'000 HK$'000 HK$"000
T TET TAET TET THET

Assets and liabilities:

EERAE:

Current assets

MENEE 1,072,691 797,272 1,135,668 851,577 678,982
Total assets

BERT 1,245,691 1,195,111 1,365,916 1,122,545 1,117,813
Current liabilities

BB E 15,718 39,917 22,439 24,250 6,769
Total liabilities

afEmEs 15,718 39,917 22,439 24,250 6,769
Total equity

e 1,229,973 1,155,194 1,343,477 1,098,295 1,111,044
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