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RESULTS

The Board of Directors of SHK Hong Kong Industries Limited (the
“Company”) presents the Interim Report which includes the
unaudited interim condensed consolidated financial statements
of the Company and its subsidiaries (the “Group”) for the six
months ended 30th June, 2018. The condensed consolidated
statement of profit or loss, condensed consolidated statement
of profit or loss and other comprehensive income, condensed
consolidated statement of cash flows and condensed
consolidated statement of changes in equity of the Group for
the six months ended 30th June, 2018, and the condensed
consolidated statement of financial position as at 30th June,
2018 of the Group, all of which are unaudited and condensed
along with selected explanatory notes, are set out on pages 4
to 30 of this report.

The Audit Committee has reviewed financial reporting matters
including a general review of the unaudited interim condensed
consolidated financial statements for the six months ended
30th June, 2018. In carrying out this review, the Audit
Committee has relied on a review conducted by the Group’s
external auditor in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public
Accountants and representations from management. The Audit
Committee has not undertaken detailed independent audit
checks.
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SHK HONG KONG INDUSTRIES LIMITED 2018 INTERIM REPORT

CONDENSED CONSOLIDATED STATEMENT OF f58H ﬁ;é}jﬁﬁi‘%
PROFIT OR LOSS
For the six months ended 30th June, 2018 BE—F—\ENA=TFHINES

Unaudited
REEER

Six months ended 30th June,
BEAA=tAHLAEA

2018 2017(
—Z-0\f ZE—5F(
Notes HK$’000 HK$'000
BizE THT FEr
Revenue WA 3 13,073 8,824
Other net income H A F5E 4 23,601 103,751
Administrative and other operating 7B R E fh 454
expenses 28 (14,598) (12,624)
Share of gain/(loss) of associates ~ JEFEEA DA/ (BB) 101 (651)
Impairment losses on financial RATEFAEM
assets at fair value through AR
other comprehensive income BEZRE (1,376) -
Profit before income tax BB AER 6 20,801 99,400
Income tax expense FEHAZ 7 - -
Profit for the period HREF 20,801 99,400
Profit for the period attributable to: B FIRE(E 7
Owners of the Company AAREEA 14,120 99,397
Non-controlling interests FeER 6,681 3
20,801 99,400
Earnings per share attributable &7\ F)#H A BEfL
to the owners of the Company SREA
(HK cents): (B40) 8
Basic AR 0.34 2.42
Diluted s 0.34 2.42

*  The Group has initially applied HKFRS 9 at 1st January, 2018. * AEER-T-N\F-A-—BUKREREEHN
Under the transition methods chosen, comparative information is BRELRFH - REFMRENBERE &

not restated. BEHTTET



CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
For the six months ended 30th June, 2018
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ERGEREREMEERER

HE—F-\ENA=1HILNEA

Unaudited
REBER
Six months ended 30th June,
BEXA=tHLXEAR

2018 2017(9)
—B-N\E ZE—F()
HK$’000 HK$'000
T THEL
Profit for the period HREF 20,801 99,400
Other comprehensive Hitt2®E
(expenses)/income (BR),/ Wiz
Items that may be reclassified HETMHESENIES
subsequently to profit or loss: B#2ER -
Change in fair value of financial assets &2 FEzt A M2 EKE
at fair value through other (MEATEAEM2EKE])
comprehensive income (“FVOCI”) BBBEZ ATEEY
offset by impairment losses HERELHE (2,656) -
Reclassification adjustment for realisation FEEBIHRAFEA
upon redemption of financial assets at ~ Ht 2 ENEAKEER
FVOCl BRmEN S BHE (2,994) -
Change in fair value of available-for-sale  AJ{t HEBKEE Y
financial assets ATEED) - 15,126
Share of other comprehensive income EE—HEBE ARz EMEE
of an associate e - 89
Other comprehensive (expenses)/ BB & ZEBREM
income for the period, net of tax 2E(ER),WH (5,650) 15,215
Total comprehensive income for the HRZEKE
period k) 15,151 114,615
Total comprehensive income for the  HiA2ERZE 45
period attributable to: i3y
Owners of the Company ADAERA 8,470 114,573
Non-controlling interests FERR R 6,681 42
15,151 114,615

*  The Group has initially applied HKFRS 9 at 1st January, 2018. *
Under the transition methods chosen, comparative information is

not restated.

AEER=F—\F—A-BNRERERY
BREEREOR - REFEROBEHE L
BAHTFES] -
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SHK HONG KONG INDUSTRIES LIMITED

2018 INTERIM REPORT

CONDENSED CONSOLIDATED STATEMENT OF

ERGERERRAR

FINANCIAL POSITION
As at 30th June, 2018 RoF—N\#FrF=1H
Unaudited Audited
RSEN (&3
30th June, 31t December,
2018 20170
—E-N\% I el
~AZtH TZA=T-H(
Notes HK$'000 HKS 000
Mz Thn T
ASSETS AND LIABILITIES BEREE
Non-current assets FRBEE
Interests in associates REL AR 7R 1,013 3,133
Amount due from an associate el —FaE R ARIFE 9,514 9,564
Financial assets ERTEFAL2ERE
at FioC| BIBAE 10 46,443 -
Financial assefs at fair velug through profitor loss SR ATFE ANERHHAE 11 167,080 -
Available-for-sale financial assets A ERBEE 12 - 217,551
Current assets RBEE
Financial asset BATEFAE2ERE
at Fvocl HBEE 10 29,109 -
Available-for-sale financial assets AHHERBEE 12 - 86,564
Other receivables and prepayment Ht Y RENFTE 85,200 162
Financial asses at fair value through profitorloss IR AT EE AN BRETEEE 11 476,268 584,734
Cash and cash equivalents Re R EED 13 346,421 464,208
Rssets classified as held for sale JBHELEZAE 14 17,600 -
Current liabilities RBaE
Other payables and accrued expenses HitENE REER 15 18,229 9,715
Amount due to a holding company R—TBRAATE bl
Amount due to a fellow subsiciary R—ERZNEARNE 4,840 7462
Financial liabilties at fair value through profitorloss R A T{ESt ANBHBT K EE 16 491
23,235 22,439
Netcurentassets hpEERE ¢ ;g 11329
Total assets less current liabilities BEAERRBER 1,155,422 1343477
Net assets BERE 1,155,422 1,343,471
EQuITY B
Equity attributable to the owners of the Company 754 T8 A {5z
Share capital A 17 918,978 918,978
Reserves =15 228,745 423 481
1,147,123 1,342,459
Non-controlling interests FERER 7,69 1018
Total equity BRAE 1,155,422 1,343477

*  The Group has initially applied HKFRS 9 at 1st January, 2018.
Under the transition methods chosen, comparative information is

not restated.

* ARER-Z-NE-A-BGEREEN

REMTTET -

RISk - RIBFTERMBENE 1



CONDENSED CONSOLIDATED STATEMENT OF

2018 FEIR MRS MIREHRAT

ERGERRE DR

7
&

CHANGES IN EQUITY
For the six months ended 30th June, 2018 HAE2=E-\ENA=THIANEA
Unaudited
FEEH
Non-
controlling Total
interests equity
Equity attributable to the owners of the Company FBR
KATEA AELER BE EREE
Capital ~ Investment
Share contribution revaluation Translation  Retained  Dividend
capital reserve feserve  reserve  eamings  reserve Total
BN REEf
e B B EiER RERN RSERE 8
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000
Tér TEx Tz TEx  TEr  TEx  TEr  TEx  TEx
At 1st January, 2018() W=F-N\F-F—-R() 918,978 367 45,001 19 172509 205585 1,342,459 1018 1,343477
Impact on iniial application MeEREETHREER
of HKFRS 9 (Note 2(0)) FORMTL(HE20) - - (41,489) - 43,868 - 2319 - 2319
Adjusted balance at R=F-\$-A-H
st January, 2018 g 918978 367 3512 19 21637 205505 1,344,838 1,018 1,345,856
Change in equity for the six months ended
30th June, 2018:
Profit for the period - - - - 14120 - 14120 6,681 20,801
Other comprehensive expenses - - (5,650) - - - (5,650) - (5,650)
To onpreense epenesoneor e BRSERA) ie® T L. I oMl LU
Ovigendpsd ____________BNBE . T T T T o (g (ose) - (a5
At 30th June, 2018 918,978 367 (2138) 19 230497 - 11473 7699 1,155,422
At 1st January, 2017 918,978 367 23618 (1o 211421 - 1154280 914 1,155,194
Change in equity for the six months ended
30th June, 2017:
Profit for the period - - - - 99,397 - 99,397 3 99,400
Other comprehensive income - - 15,126 50 - - 15,176 39 15215
Total comprehensive income for the period - - 15,126 50 99,397 - 114513 2 114615
At 30th June, 2017 KZE—t§7A=1A 918,978 367 38,744 (60) 310824 - 1,268,853 956 1,269,809

*  The Group has initially applied HKFRS 9 at 1st January, 2018. *
Under the transition methods chosen, comparative information is

not restated.

ARER-_Z-NF-A-BNKEAEEH
BREEBFNR - REMERNEETE L
REHTTES -
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SHK HONG KONG INDUSTRIES LIMITED 2018 INTERIM REPORT

CONDENSED CONSOLIDATED STATEMENT OF FEﬁ 2 ,N'\éfﬁﬁfﬁiéﬁ
CGASH FLOWS
For the six months ended 30th June, 2018 AZ-F—\ENA=THINEA

Unaudited
REER
Six months ended 30th June,
BEAA=THLEREAR

2018 2017
“E-0\E I
HK$’000 HK$’'000
FHER FEr
Net cash generated ReExBEE
from operating activities BeFE 118,126 211,850
Net cash (used in)/generated RELH(RR)/EBERZ
from investing activities ReRE (30,328) 2,520
Net cash used in financing activities REXBHER<REFH (205585 -
Net (decrease)/increase in cash BeRBREEBNORD),/
and cash equivalents EmEE (117,787) 214,370
Cash and cash equivalents as at R—B—BzB&R
1st January ReZED 464,208 245,222
Cash and cash equivalents as at RAAZTHEZEER

30th June LeSEN 346,421 459,692
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NOTES TO THE UNAUDITED INTERIM FREEYNEEREANERE
CONDENSED CONSOLIDATED FINANCIAL 42
STATEMENTS

GENERAL INFORMATION AND BASIS OF PREPARATION

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 30th June, 2018, 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 period include the
investments in listed and unlisted financial instruments.

The unaudited interim condensed consolidated financial
statements for the six months ended 30th June, 2018 on pages
4 to 30 have been prepared in accordance with the applicable
disclosure requirements of Appendix 16 of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong (the
“Listing Rules”) and with the Hong Kong Accounting Standard
("HKAS”) 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA").

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements for the
year ended 31st December, 2017.

The financial information relating to the year ended 31st
December, 2017 that is included in the 2018 Interim Report
as comparative information does not constitute the Company’s
statutory annual consolidated financial statements for that year
but is derived from those financial statements. Further information
relating to these statutory financial statements required to be
disclosed in accordance with section 436 of the Hong Kong
Companies Ordinance is as follows:

- RENREREE

HIREBERAA(KRAR ) IREE LMK
URMREBZERRT - AARZMBERR
ARBEREFMU AR REFELITEI38HR
BEBEBAE18Z1801E - ARAIZRANE
BHARHMBRAR ([BRBRMA) L

RZZE-N\ERA=TH  AREZBLEAK
BRZESHEMAUZEEERDAIRARTA
ZEEERAFAABAEAERARN([HEE
B)) BAEBA MAESEEMKIZAR
FHAERAE « AAR ZHEE T ALee and
Lee TrustZ{=5LA ° Lee and Lee TrustZ 5t
AZEBE £ AR B BT S TITE138%E
EEBAE24E -

ARAREMBEAR(REAIARE]RAR
ZEEEBARRERLTRFLTZERT
E

HRBE4RES0AZEBE_Z—\FRA=T
HIEAEAZ RERET AEREEHBRET
BREABRXMES LWRA LiRRDH
16z AR RBERERTAGHMLE[ (FE
eitMRg ) RibzBAGEA([FR &5
B ) E34R A BRE MR -

ARBERTHEREAFBRRLARELE
HBRERN—MFERREE  TREAEHE
ZEEET AT RIEFEZ 2 FHBR
R—REH -

- \FRAREREREFRAE T+
FY AT RLFEARNRBEREAL
BEH  EZFERLTRRAR AL TR
EEFREQHBHRE - MARRABBOHH
Bk - BRSAEMBRREAMRETELR
O F436HATREZE—FERMT :



10

SHK HONG KONG INDUSTRIES LIMITED

2018 INTERIM REPORT

GENERAL INFORMATION AND BASIS OF PREPARATION (continued)

The Company had delivered the financial statements for the year
ended 31st December, 2017 to the Registrar of Companies as
required by section 662(3) of, and Part 3 of Schedule 6 to, the
Hong Kong Companies Ordinance.

The Company’s auditor has reported on those financial
statements. The auditor’s report was unqualified; did not include
a reference to any matters to which the auditor drew attention by
way of emphasis without qualifying its report; and did not contain
a statement under sections 406(2), 407(2) or 407(3) of the Hong
Kong Companies Ordinance.

The unaudited interim condensed consolidated financial
statements have been approved and authorised for issue by the
Board of Directors of the Company (the “Board”) on 17th August,
2018.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited interim condensed consolidated financial
statements have been prepared on the historical cost basis except
for certain financial instruments, which are stated at fair value, as
appropriate.

The accounting policies adopted in the unaudited interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2017, except for
the adoption of the new/revised Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include individual Hong Kong
Financial Reporting Standards, HKASs and Interpretations) as
disclosed below.

(a) Adoption of New/Revised HKFRSs - effective 1st
January, 2018

In the current period, the Group has applied for the first time
the following new/revised HKFRSs issued by the HKICPA,
which are relevant to and effective for the Group’s financial
statements for the annual financial period beginning on 1st
January, 2018.

HKFRS 9 Financial instruments

HK(FRIC) 22 Foreign currency transactions
and advance consideration

Amendments to HKFRSs  Annual improvements to HKFRSs

2014-2016 Cycle

The adoption of these new/revised HKFRSs has no
significant impact on the Group’s unaudited interim
condensed consolidated financial statements except for
HKFRS 9. Details of the changes in accounting policies are
discussed in note 2(b).

-RENRBREE(
ARRBREE QA K £6623) kR %6
FIW2ER  AARRMEERIABEE=Z
—tE+ A=t BLEEHBEE -

AARIZGBMERASHBREATRRE - &
BEMEEYEREER  YERBALEM
ERRERSERBNER TARAN G R
FABNAMET  TEABFELRAKANE
406(2) * 407(2)3407 () IEFT VeI OBRAL

ARBEGTHEREAHFRRCEALDT)
2EZg([8Fg)R-Z-NEN\A+LA
BLE R BT

EABHUKHE
BETERIARATEMER)FIEN - &
AEERPHERRAMBRRDRELRAE
ERH -

BUTHRBER R H /BB EEMBRE
BRI BB BREERN )N ZER RIE MR
EAMBREEL  BAGHERRERE) A
REELTRERG AV BRREMZ EHER
BRIARERE_T-LFT-A=1T-AL
FEZREMBRAMAE - -

Q) RaF/ SETEEHBREEN -2
—NE-A-HBEX

RAHRE  AEERERERTIIMEE
SEHMAGREMRH/BETEEYE
REEY  HEAKER-T-\F—R
—BRBcFERR M BRRABLE
e

EEUBRELUFR SRIA
BE(ERMBRERE  ERSHR
LR REERY RARE
TEMBREEN BT BERBRE
ER-F-mF
222X
Bz R

BEAVBREEINEIRI  KARS
H/BEIEERBREEANHAEREL
AEEZTHEREANBRRLBEEA
FE - STREENFERIE2()



2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.
(continued)

(b) HKFRS 9 - Financial instruments

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. It sets out the requirements
for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial
items. The Group has been impacted by HKFRS 9 in relation
to classification of financial assets.

The Group has applied HKFRS 9 retrospectively to items
that existed at 1st January, 2018 in accordance with the
transition requirements. Under the transition methods
chosen, the Group recognised cumulative effect of the initial
application of HKFRS 9 as an adjustment to the opening
balance of equity at 1st January, 2018. Comparative
information is not restated.

The following table gives a summary of the opening
balance adjustments recognised for each line item in the
consolidated statement of financial position that has been
impacted by HKFRS 9.

Available-for-sale financial assets AHHENBEE
Financial assets at fair value through &2 FExt AB#H([RAT

profit or loss (“FVPL") B ABR]IBEAE

Financial assets BRATEGFALMEZE
at FVOCl Wi B E

Total non-current assets FRBEELE

Available-for-sale financial assets AHHERKEE

Financial assets BATEFAEMZE
at FVoCl W BB E

Total current assets RBEEAE

Financial liabilities at FVPL BATEGABRIBARE

Total current liabilities RBAGAE

Net current assets RBEETFE

Total assets less current liabilities EELZFRFREEE

Net assets EERE

Reserves e

Total equity attributable to RAREE AR,
owners of the Company R

Total Equity BEAH

11
2018 FHARMERE MIBREARAST

BEAREHBRBE(

(bh) EERBREEAFSE-SMIA
EREMBRELENFIORMK BB E
BIE39%  SRTA  BMBRGE - s
BIBFINBAE BEAEN—LBES
HBARARERMT ENER - AEH
RERVBRERDEIORMYENKE

AEEBREAERTRARAEENBR
ERAEIFNR - \E—A—HED
BEMER - REMEBNBESN - K
SER-_T-N\F- A BHBEMES
i ERTGERAB SN BRE £
FIRNRGE - LRABTFES -

TERERGEHBRARTRREZER
B 78 4R 5 % B £ 957 & 2 1 P 8 60 B3 4)

Impact on

initial

application
At 31st of HKFRS 9 At 1st
December, ek January,
2017 BERG 2018
i 3 WEER  R-B-NF
+ZA=t—-R £onnyE -F—H
HK$'000 HK$'000 HK$’000
T T TR
217,551 (217,551) -
- 170,989 170,989
- 48,705 48,705
230,248 2,143 232,391
86,564 (86,564) -
= 81,879 81,879
1,135,668 (4,685) 1,130,983
(4,921) 4,921 -
(22,439) 4,921 (17,518)
1,113,229 236 1,113,465
1,343,477 2,379 1,345,856
1,343,477 2,379 1,345,856
423,481 2,379 425,860
1,342,459 2,379 1,344,838
1,343,477 2,379 1,345,856
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SHK HONG KONG INDUSTRIES LIMITED

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9 - Financial instruments (continued)

2018 INTERIM REPORT

2. EX

(b)

The following table summarises the impact of transition to

B REMEE)
E%EW%?E*%‘—E‘J%Q%E— MBEIA
TREAR-"T-N\F-A-ABEET

HKFRS 9 on retained earnings and investment revaluation %Eﬂ%iﬁiﬁﬁﬂﬁﬁ%fﬁ REABHRRE
reserve at 1st January, 2018. BBV E -
HK$'000
THET

Retained Earnings REBF
At 31st December, 2017 NZZ—+E5+-f=1+—-H 172,509
Transferred from investment revaluation reserve ~ EBABIRATFEFABHTEZ

relating to financial assets now RHEEEHE L

measured at FVPL RESHEE 41,489
Remeasurement of equity securities B ERATE

measured at FVPL ABERMBAES 2,379
Net increase in retained earnings ZE-N\E-A—BEM

at 1st January, 2018 1%%’3’ 7l 43,868
At 1st January, 2018 R-Z-\§-A—-H 216,377
Investment Revaluation Reserve REEMGHE
At 31st December, 2017 RZB—tE+-A=1—H 45,001
Transferred to retained earnings relating to BRATE J/\TE ﬁgzﬁﬁ BEE

financial assets now measured at FVPL HREBES (41,489)
Net decrease in investment revaluation reserve RZE-N\F—A—RHED

at 1st January, 2018 REEHEE (41,489)
At 1st January, 2018 R-EB-N§-A-H 3,512

Further details of the nature and effect of the changes to
previous accounting policies and the transition approach are

set out below:

(i) Classification of financial assets and financial

liabilities

NEe

ARREHNOLENTEUAREE

TANE-FRBEIMT :

HKFRS 9 categorises financial assets into three
principal classification categories: measured at
amortised cost, at FVOCI and at FVPL. These
supersede HKAS 39’s categories of held-to-maturity
investments, loans and receivables, available-for-
sale financial assets and financial assets measured
at FVPL. The classification of financial assets under
HKFRS 9 is based on the business model under which
the financial assets is managed and its contractual
cash flow characteristics.

HBEENHBRENIR

%%%%ﬁ%ﬁ%%gﬁﬁﬁﬁﬁi
@%71 TRER  ABEAA
1JAHM%EW 5 RIEAF
#Aﬁ AEe LWRTE% #
ERFIRNMBEERN
BAZIHRE  ER ﬂﬁw
A ERBAENRD 1JAE
i BNMTHAE - BEMKREE
BIFIRMBRENDBHREE
BEBAENEBEAREANAS
NEHEEE °



2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9 - Financial instruments (continued)

@

Classification of financial assets and financial
liabilities (continued)

An investment in equity securities is classified as
FVPL unless the equity investment is not held for
trading purposes and on initial recognition of the
investment the Group makes an election to designate
the investment at FVOCI (without subsequent
reclassification to profit or loss) such that subsequent
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 investment
revaluation reserve (without subsequent reclassification
to profit or loss) until the investment is disposed of. At
the time of disposal, the amount accumulated in the
investment revaluation reserve (without subsequent
reclassification to profit or loss) is transferred to
retained earnings. Dividends from an investment in
equity securities, irrespective of whether classified as
at FVPL or FVOCI (without subsequent reclassification
to profit or loss), are recognised in profit or loss.

Non-equity investments held by the Group are
classified into one of the following measurement
categories:

— amortised cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment is
calculated using the effective interest method;

—  FVOCI - recycling, if the contractual cash flows
of the investment comprise solely payments
of principal and interest and the investment is
held within a business model whose objective
is achieved by both the collection of contractual
cash flows and sale. Changes in fair value are
recognised in other comprehensive income,
except for the recognition in profit or loss of
expected credit losses (“ECLs”), interest income
(calculated using the effective interest method)
and foreign exchange gains and losses. When
the investment is derecognised, the amount
accumulated in other comprehensive income is
recycled from equity to profit or loss; or

—  FVPL, if the investment does not meet the criteria
for being measured at amortised cost or FVOCI
(recycling). Changes in the fair value of the
investment (including interest) are recognised in
profit or loss.

13
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2. EBAEHBEMEE)

(b) FEMBREERFSS-MBEIA(

@i
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9 - Financial instruments (continued)

(U]

Classification of financial assets and financial
liabilities (continued)

Under HKFRS 9, derivatives embedded in contracts
where the host is a financial asset in the scope of the
standard are not separated from the host. Instead,
the hybrid instrument as a whole is assessed for
classification.

2.

BEAEHURHE(E)

iy

BRMBHHRERAFR -MHEIA
() HBEENHBEENIE(E)

REZEBHBRELEAFER - A
FRNRNBBITETAMEEAH
BRIAENEBENNHBEELTE
Eﬁ‘fé%ﬁ B o AR WREATTET
AREA—RBOETH -

The following table reconciles the carrying amounts TREAEEREEHSH LS
of each class of the Group’s assets determined in REEME EQEE’],@E@@E@E
accordance with HKAS 39 to those determined in BEBUBREEANFZIRETNE
accordance with HKFRS 9. EMREEETHE -
HKAS 39 carying HKFRS 9 carrying
amount at 31st amount at 1st
December, 2017 Reclassification Remeasurement January, 2018
REERE REEENE
ERFE395 R HEERF%
ZE—tF RZB-N\%
+ZA=1+-H -A-8
NEEE ENAE B E HEREE
HKS'000 HKS'000 HK$'000 HK$'000
Fin Fitn Fitn Fhx
Financial assets at FUPL R AT EH ABRHKEE
Equity securities (Note (i) RAES (M) - 168,610 23719 170,989
Financial assets BAVEGARMGZE
at FVoc KEHBEE
Debt securities (Note (i) EREH (W) - 130,584 - 130,584
Financial liabilities at FVPL AT EF ABRHKEE
Derivative financial instruments 4744 BT A&
(Note (i) (= (i) (4,921) 4,921 - -
Financial assets classified ~ 1RIEE B HER $39%
as available-for-sale under 2 EA TR HENH K
HKAS 39 (Notes () & i) BE (M) R(i) 304,115 (304,115) = -
Note ():  Under HKAS 39, units in funds and sub- WHaEi): BEEE @ ERF395E -
participation in unlisted investment not held FEEEEZENES IR
for trading were classified as available-for- #im&ﬁzmﬂgﬂiﬁiﬂ*ﬁ
sale financial assets. These securities are BUEHEHBEE - %5
classified as financial assets at FVPL under EHIRBE BB RE &L
HKFRS 9 at 1st January, 2018. FORR-_TE-—NF—f—
ASBEARDTEF ABRE
MBI EE
Note (i): Under HKAS 39, debt securities and R Gi): RIEBEEB G ERE395 -
embedded derivative financial instruments FEEEE 7 BEREL R
not held for trading were classified }\miéyﬂlﬁ J’“‘Eﬁ%
as available-for-sale financial assets AHHERBEEREA
and financial assets/liabilities at FVPL ﬁ;f)\;gﬁamgﬁg/g
respectively. The Group considered that it & AEBRBEZTL
is appropriate to classify these securities ﬁ;gz,ﬁ%}ﬁ ué‘%?ﬁﬁi&

as financial assets at FVOCI under HKFRS
9 at 1st January, 2018 based on latest
assessment.

ﬁ#)\ﬁﬁ*}%@l&ﬁnﬁﬁ%é

Eo
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9 - Financial instruments (continued)

(i)

Impairment of financial assets

The adoption of HKFRS 9 has changed the Group’s
impairment model by replacing the HKAS 39 “incurred
loss model” to the “ECLs model”. HKFRS 9 requires
the Group to recognise ECLs for other receivables,
financial assets at amortised costs and debt
investment at FVOCI earlier than HKAS 39. Cash and
cash equivalents are subject to ECLs model but the
impairment is immaterial for the current period.

Under HKFRS 9, the losses allowances are measured
on either of the following bases: (1) 12 months ECLs:
these are the ECLs that result from possible default
events within the 12 months after the reporting date;
and (2) lifetime ECLs: these are ECLs that result from
all possible default events over the expected life of a
financial instrument.

Measurement of ECLs

ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive. The shortfall is then discounted at an
approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowance for
other receivables under HKFRS 9 simplified approach.

For debt financial assets, the ECLs are based on the
12-months ECLs. The 12-months ECLs is the portion
of the lifetime ECLs that results from default events
on a financial instrument that are possible within 12
months after the reporting date. 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 ECLs, 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
debt investments at FVOCI are considered to have low
credit risk since most of the issuers’ credit ratings are
high.

2,
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SREENAE
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FOREELEREA IBHAIE
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RIEORREAREURE B G E
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BERASIENEREERERATE
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HEEEE RERRESEMAR
BREEBREANR  HEHRE
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REBEHHHRELRNEN - BR
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REANEAEEER - AARA
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9, Financial instruments (continued)

(i)

Impairment of financial assets (continued)
Measurement of ECLs (continued)

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.

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

Presentation of ECLS

Loss allowances for financial assets measured at
amortised cost are deducted from the gross carrying
amount of the assets. For debt investments at
FVOCI, the loss allowance is recognised in other
comprehensive income, instead of reducing the
carrying amount of the assets.

Impact of the ECL model

(@) Impairment of debt investments
Most of the Group’s debt investments at FVOCI,
included listed notes, are considered to have low
credit risk, and the loss allowance recognised
during the period was therefore limited to 12
months ECLs.

(b)  Impairment of other receivables
Other financial assets at amortised cost of the
Group includes amount due from an associate
and other receivables. No ECL was recognised
for other receivables and amount due from an
associate on 1st January, 2018 and during the
six month period ended 30th June, 2018.

As a result of the above changes, there is no impact
of the new HKFRS 9 impairment model results in
additional impairment allowance for the Group at 1st
January, 2018.

2.
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(b)
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ERUBHRERAESR  HBIA
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iy

SREENAES)
BHEREBRNEZ(R)
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REENEERBREREEM -
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NEHRAGENEREENERE
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FEFAEEARE 2 EHREM
5 BREDREMZERATER
MsFAR A ERREE -

BHEREBREAHTE

@) BEHRENRE
BAFEFAAGRAREZ
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NRESAFECERR @
MARRBREGANRY
ToEANBRERER -

(b) HtEKFENRE
AEEHMRBERAAHTEZ
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) HKFRS 9, Financial instruments (continued)
(iii) Transition
Changes in accounting policies resulting from the

adoption of HKFRS 9 have been applied retrospectively,
except as described below:

— Information relating to comparative periods has
not been restated. Differences in the carrying
amounts of financial assets resulting from the
adoption of HKFRS 9 are recognised in reserves
as at 1st January, 2018. Accordingly, the
information presented for 2017 continues to be
reported under HKAS 39 and thus may not be
comparable with the current period.

—  The following assessments have been made on
the basis of the facts and circumstances that
existed at 1st January, 2018 (the date of initial
application of HKFRS 9 by the Group):

— the determination of the business model
within which a financial asset is held; and

— certain investments in equity and debt
securities to be classified as at FVOCI and

17
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BAEHBRBEE)

() BEBHBREERFESE  HEIRE)
(i) BE
%%’é\%@ﬁﬁi‘&iﬁﬁw%9fﬁﬁ€\ﬁ

SHBREHTENER T
FﬁL%W\\ :

- FEBUBRINEHRENE
7l e RAEBHHIMERENZI
BRERMBAERRELE

A —/\E—H—EEE%

ﬁiﬁ‘l%wsﬁyiﬁi
HEZEEE

- WATHERE-F-N\5-A
—R(AEENREREEH B
BEEMNFR A BENS
ENERMEL :

- RREENBAEORY
it

- %ﬁbﬁxzﬁ& S BESRE
ROBRRATFEFAR

at FVPL. o2 EME RIEATEE
INEE
REVENUE 0N
Revenue from the Group’s principal activities, the investments in REABERREAEETELR(RERLETR
listed and unlisted financial instruments, recognised during the FrEmzeRIA)ZIRALT
period is as follows:
Unaudited
REEL
Six months ended 30th June,
BEAA=THLEREA
2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FTER FHT
Interest income from financial assets ~ RAFEE AEM 2 EKE
at FVOCl W%éFm IS IA 4,616 -
Interest income from bank deposits RITFEFF A Al 398
Interest income from available-for-sale A/ HEHHEE 2
financial assets FISWA = 6,827
Total interest income derived from REAFRATEFABEZ
financial assets not at FVPL MBAEZBRNERA 5,327 7,225
Dividend income REBA
— Listed investments - EmiRE 7,746 1,599

13,073

8,824
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OTHER NET INCOME 4, HtBAFE
Unaudited
REER
Six months ended 30th June,
BEXA=THLEAER
2018 2017
—E-N\F —F—+F
HK$’000 HK$'000
FHT THET
Reversal of impairment loss on BEIR g DRz ER
interest in an associate ZREER 15,379 -
Realised gain on redemption of BRRNTET AL
financial assets at FVOCI 2EANENBEE 2 2B R 7,018 -
Fair value gain on financial assets and & A TEF A BRIKEER
liabilities at FVPL (Note) AEZAFEKE (M) 877 103,359
Sundry income WA 327 392
23,601 103,751
Note: During the six months ended 30th June, 2018, amount M : @22 N\EAA=TALAEAR,
of proceeds from sale of financial assets and liabilities HJ'E& TEFANEENBEAERER
at FVPL was approximately HK$543,680,000 (2017: K3HE £ 581 /A543,680,0008 (=%
approximately HK$416,674,000) — 4 ¢ 4]8416,674,000% 7T )
SEGMENT INFORMATION 5 AHEN
Under HKFRS 8, reported segment information is based on BERENBREELES  HHEHNZR
internal management reporting information that is regularly DURPERZRAMAEE  RNEREHRE
reviewed by the Executive Directors. The Executive Directors HBERTESERRT - WTEFHALEER
assess segment profit or loss using a measure of operating profit. R ERETED DERRE - FEEREEE
The measurement policies the Group used for segment reporting BIEREERESFHD DRETEBMN ER
under HKFRS 8 are the same as those used in its HKFRS financial REHBBYBRERABRERAMRAE—
statements. e
Based on the regular internal financial information reported to the BETHERTFAEENTEZHRSHBER
Group’s Executive Directors for their decisions about resources DRASEHRTESATASESEBMERNE
allocation to the Group’s business components and review BARTEDZEERNERR - AEEHAES
of these components’ performance, the Group has identified SRIARE-EGESS  WETE2HHH
only one operating segment, financial instrument investments. BE -
Accordingly, segment disclosures are not presented.
PROFIT BEFORE INCOME TAX 6. FiEHANET
Unaudited
REER
Six months ended 30th June,
BERA=THLEAEAR
2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
FHT THET
Profit before income tax is arrived at ~ ff5 %RﬁumﬂETD[‘?/ FIA
after charging/(crediting): TH&IF
Management fee (Note 18(a)) Ei@ﬁ}ﬂ(ﬂﬁéﬁ 8(a)) 9,507 9,319
Employee benefit expenses (including EEEFIHX (BEEEME)
Directors’ emoluments) (Note 18(g)) (HizE18(e)) 1,531 1,428
Impairment losses on financial assets & A FEF AR 2 E Kz
at FvVoCl S BERE 1,376 -
Reversal of impairment loss on BEIR RS ARz ER
interest in an associate ZREEE (15,379) -




INCOME TAX EXPENSE

No Hong Kong profits tax has been provided for the six months
ended 30th June, 2018 and 2017 as certain subsidiaries of
the Group have no estimated assessable profits and certain
subsidiaries of the Group have sufficient tax losses brought
forward to set off the estimated assessable profits.

EARNINGS PER SHARE ATTRIBUTABLE TO THE OWNERS OF
THE COMPANY

The calculation of basic earnings per share for the six months
ended 30th June, 2018 is based on the profit attributable to the
owners of the Company of approximately HK$14,120,000 (2017:
approximately HK$99,397,000) and on the weighted average
number of 4,111,704,320 (2017: 4,111,704,320) ordinary
shares in issue during the period.

Diluted earnings per share for the six months ended 30th June,
2018 and 2017 is same as the basic earnings per share as the
Group had no dilutive potential ordinary shares during the period.

DIVIDEND

Dividends recognised as distribution REREZD K
during the period: RS
2017 interim dividend (in lieu of a Tt FRHRE
final dividend) of HK$0.05 per share
(2017: Nil) (ZZ—+5:8)

(RERERE)ER0.05ET

19
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B %

HRBE-E-\FRZZB—tFAA=THL
NERAKEETHEARLE
RASKEETHER Tﬁﬂéﬂﬁﬁ@ﬁﬁm "
EHEAFERDEN - MU ERBBRGB R
B

ERARAAREERERN

BEZZ-\ERA=TRALAEAGRERR
FIIRBE AR A ES AFELEF414,120,000
BT~ % © #99,397,000/ 7T ) R AH
HEBETEBR 2 METIH84,111,704,320f%
(ZF—+%F :4,111,704,320/ )5t & -

A EEEANi@]‘WE%TéIE‘ LR #8

B \ERZE-EERAZTHIENEAR
8 xﬁﬁfﬁ@*‘ﬁﬁvmlﬁx§$§ﬂ
BE

Unaudited

REER

Six months ended 30th June,
BEAA=THLEREA

2018 2017
—E-N\F it S a3
HK$°000 HK$'000
TER THEL
205,585 -

At a Board meeting held on 17th August, 2018, the Board
resolved not to declare an interim dividend for the period (2017:
Nil).

R-ZB-\FNA+LABTZESEES
ERRBRNRBEASR 2P HRE (28—t
FoE)
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0. BAVEFAHMBEZERSHBEE

Unaudited Audited
RSER &%
30th June, 31st December,
2018 2017
—E-N\F T—tF
~A=1H +=A=t—-A
HK$’000 HK$'000
THET FHET
Non-current E i)
Debt securities, at fair value EESF  BOTE
— Listed in Hong Kong -&ALm 38,922 -
— Listed outside Hong Kong — BN ET 7,521 -
46,443 -
Current ok
Debt securities, at fair value ERES  BATE
— Listed outside Hong Kong —BEMIET 29,109 -
75,552 -
11. FINANCIAL ASSETS AT FVPL 1. BAVEGABEUKEE
Unaudited Audited
REER BEZ
30th June, 31st December,
2018 2017
—E-N\% I
ARAZTH +ZA=+-H
HK$°000 HK$'000
T TET
Non-current FnE
Unlisted equity securities, FETRAES
at fair value BRAFE 167,080 =
Current ok
Equity securities held for trading, BEEEEZRAZS
at fair value BATAE
— Listed in Hong Kong -&ELEH 386,471 434,476
— Listed outside Hong Kong 1] 89,797 150,258
Market value of listed securities FmEEzTE 476,268 584,734
643,348 584,734
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AVAILABLE-FOR-SALE FINANCIAL ASSETS 12. ARILERBRE
Unaudited Audited
RBEZ BER
30th June, 31st December,
2018 2017
—E-N\% %
~A=tAH fmH=4=H
HK$’000 HK$'000
TR THET
Non-current Fnd
Debt securities, at fair value EBEE  BWLATE
— Listed in Hong Kong -EB LW - 40,245
— Listed outside Hong Kong — BB T - 8,696
Unlisted equity securities, at fair value ~ 3F F T AE S - RATE - 106,910
Unlisted equity securities, at cost FETRAES « BRA - 61,700
- 217,551
Current nE
Unlisted debt securities, at fair value  JF FfERKES - RATE - 86,564
- 304,115
CASH AND CASH EQUIVALENTS 13. BeRRLEEYN
Unaudited Audited
REER BEZ
30th June, 31st December,
2018 2017
—E-N\F o
~A=tH +=A=+-A
HK$’000 HK$'000
TER FET
Cash on hand and at banks and other ~ FEER & LRITR
financial institutions Hin @R EEN 77,430 6,730
Short-term time deposits RETHER 268,991 457,478
346,421 464,208
ASSETS CLASSIFIED AS HELD FOR SALE 14, JIRBHEHEZEE

During the period ended 30th June, 2018, Charm Force
Investment Limited (“Charm Force”), an indirect subsidiary of the
Group, entered into a sales and purchases agreement, pursuant
to which Charm Force agreed to sell the entire interest in an
associate, Learning Ark Holdings Limited (the “Disposal”).

The Disposal was completed on 5th July, 2018. As at 30th June,
2018, sales proceeds of HK$17,600,000 had been received by
the Group and included in both cash and cash equivalents and
receipts in advance. As a result of the Disposal, the interest in the
associate had been presented as assets classified as held for sale
in the condensed consolidated statement of financial position as
at 30th June, 2018 in accordance with HKFRS 5.

BE-T-N\FAA=tRHR  BREEER
RA([B ) (AKE 2 —HREERBAR)ET
U—HEEWRE - Bt - BHEEHE —HkE
‘AwlLearning Ark Holdings LimitedZ 2 & g%
(HE])

ZHER-_Z-N\ELATARK - R=F
—N\ERA=1H ' AEBEKBEEMEH
17,600,000 T £t AR SRR FENR
FUWHIER - ARZHE - REER A2 EmE
EAMEREEANESFR-E-—NEAA=T
A2 MHRERAMBRRR 2R ARELE 2
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15. OTHER PAYABLES AND ACCRUED EXPENSES

5 HftENHRESER

Unaudited Audited

REER BEZ

30th June, 31st December,

2018 2017

—B-N\F —TtF

~A=1H +=ZR=+—-AH

HK$°000 HK$'000

TEx T

Receipts in advance TBWGRE 17,600 -
Other payables and accrued expenses ~ EENZREHER 629 9,715
18,229 9,715

16. FINANCIAL LIABILITIES AT FVPL

6. BATEFABEHHER

Unaudited Audited
REEK BE%
30th June, 31st December,
2018 2017
—E-N\E e
~A=1H +=A=+—-H
HK$’000 HK$'000
TEx FET
Derivative financial instruments PTHESRMIA
— Call options embedded in bonds and  —# AEH R EHE 2 o428
notes, at fair value BEHE  RATE - 4,921
17. SHARE CAPITAL 17. BE
Number of shares HK$°000
RPEE TET

Ordinary shares, issued and fully paid: ~ Z#@f% - BETREAR :
At 1st January, 2018 RZE—-/\5—A—H
and 30th June, 2018 k=E-\EXA=1H 4,111,704,320 918,978




18. RELATED PARTY TRANSACTIONS

Save as those disclosed elsewhere in these unaudited interim
condensed consolidated financial statements, significant related
party transactions entered into by the Group for the six months
ended 30th June, 2018, of which (a) below also constitutes the
discloseable continuing connected transaction, (b) and (c) both
constitute the exempt connected transactions while (d) constitutes
the connected transaction, under the Listing Rules, were:

@

Yu Ming Investment Management BHEREERERAR
Limited (“YMIM”) ([BEREER])
Management fee EEER

28
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HEREALZRS

BRRARERZ RERGEHERERA DR
BB AEEREBE-_Z—\F~A=1AH
EABRENTZEAREBEAT RS (BE
THRE Hh Tl FMER AT RENSE
HERS D)k FEXERELBERIR
(d)EKBERS)NT

@)

Unaudited
REER
Six months ended 30th June,
BEXAZTHLAER

2018 2017
ZE-N\F i
HK$'000 HK$'000
TR Fign
9,507 9,319

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

RZZ—-RF+—A=1+H FDRAHESK
BREERIL - NWREEEBA([R
BEERE]  YR-F-AFE+=A
ZTNABEARRBURRIE < RER
EERWE SHREEERAERHES
EWNTAEEZARER  BRHHZ
I-RE-A-HEZZ-\&+=8
=t—B - BHREEENZERENT
GRERNABEAZGAEERES5%Z
FERB(N2EBFENREARK AL
IRBALABEAZERRZGAEE
FEZFHEHERREFHREZM)

PREREBE+T_A=Z+-BLEEAR
BARREBEAZBERGREEFER
AR BHREERZAERNERL
SRUBEEFLEATREBARAEEA
LRERGAEEFERE220%2BH
BR -
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@)

(continued)

As at 30th June, 2018, (i) YMIM was an indirect wholly-
owned subsidiary of AGL which was a substantial
shareholder of the Company holding 74.97% (at 31st
December, 2017: 74.97%) interests in the shares of the
Company; (ii) Mr. Arthur George Dew was common director
of the Company and AGL; and (iii) Mr. Warren Lee Wa Lun
was common director of the Company and YMIM.

The Group reimbursed YMIM in respect of occupying
office space and sharing office and equipment expenses
in accordance with the management agreement. The
reimbursement for the period paid or payable to YMIM
was approximately HK$489,000 (2017: approximately
HK$432,000).

During the six months ended 30th June, 2018, no
commission expenses (2017: approximately HK$12,000)
were charged by Sun Hung Kai Investment Services Limited
(“SHKIS™) for securities transactions entered into. SHKIS is
an associate of AGL.

The net carrying value of the notes issued by a fellow
subsidiary as at 30th June, 2018 was approximately
HK$30,700,000 (at 31st December, 2017: HK$31,613,000).
Interest income of approximately HK$745,000 (2017:
HK$739,000) was recognised during the period.

Key management personnel of the Group are members of the
Board. Key management personnel emoluments are set out
below:

18.
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RZZE-NEXA=1H #-HRZ
WBRARAMEAZEZEZEEFENA
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=+—8:31,613,000%7T) - HAD#
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AEEZIRERBBREERENE
REBREZMEWT

Unaudited
REER
Six months ended 30th June,
BEAA=THLREAR

2018 2017

—E-N\F ZE—+F

HK$°000 HK$'000

TEx THT

Directors’ fees EEHE 430 370

Salaries and other benefits #ﬁ%&ﬁ‘r&?&ﬂ 1,048 1,008
Retirement benefits scheme RINEFEE

contributions fH 53 50

1,531 1,428
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19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 19. SRMIAZAYEFE
(a) Financial Assets and Financial Liabilities carried at (a BRAFEIENHBEERMEEE

Fair Value

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

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

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

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

The level in the fair value hierarchy within which the
financial asset or liability is categorised in its entirety is
based on the lowest level of input that is significant to the
fair value measurement.

During the six months ended 30th June, 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 30th June, 2018, fair value of those certain
unlisted equity securities was HK$100,964,000 (at 31st
December, 2017: HK$106,910,000). 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.

TREFREATERE  REEARA
TEHAENFBEERBEZEH - IR
BREFELSHBEERRBEZAYE
FriEAMEEEREANELAEN - #
RHEERBEINDB=ENAR - AF
EREHRUTEE :

- BCE:E-EMREZHRENNM
ZEESREVERZEA  TRE
E(EmMER) LB IREER)
R

- FBIE:AERABYFKETER
TMEHEZBAGEAEERA) -

ATERBNERYAVEHEMEAE
KZBAZBREBR HHBUHBAE
SREETEEAN -
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19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(a) Financial Assets and Financial Liabilities carried at
Fair Value (continued)

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

19, SRMIAZATEHE

(a) BAVEIGNUBEERMBRE(

REBRARNRDTFEFEZHBEE
RABTHESRATHATERER :

Unaudited
REERL
30th June, 2018
—E-N\FXRA=TH
Level 1 Level 2 Level 3 Total
£-8 $ZE %R #E
HK$’000 HK$’000 HK$’000 HK$’000
TR TR TR TR

Assets &E

Financial assets BATEH AL 2 AR

at FVOCI HBEE

— Listed (Note 19(b)(ii)) — £ EE19(0)(i)) - 75552 - 75552
Financial assets at FVPL BRATEHAERHBEE

— Listed securities held for trading ~ —#EEEE 2 FhES 476,268 - - 476,268
— Unlisted (Note 19(c)) — 3 M (H190) - - 167,080 167,080
Total fair value NFERE 476,268 75,552 167,080 718,900




19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(a) Financial Assets and Financial Liabilities carried at

Fair Value (continued)
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19. SRMIAZAVENEE)

(a) BAVEIIRMNUBEERMBEER

Audited
HEG
31st December, 2017
—ZT—+tF+=A=1-A
Level 1 Level 2 Level 3 Total
B FE £=FE Eab]
HK$'000  HK$'000  HK$'000  HK$'000
FHT THET FTHT FHT
Assets BE
Available-for-sale financial assets At EHM B EE
— Listed (Note 19(b)(ii)(h) — £ (HEE190)i)) - 4894 - 48,941
— Unlisted (Notes 19(b)(i) =3 Em(MEE19()()
and 19(b)(ii)()) T19(0) (i) - 193474 - 193,474
Financial assets at FVPL BRATEFAERTBEE
— Listed securities held for trading ~ —#E{EEE 2 FW#ES 584,734 - — 584,734
Total fair value ATERE 584,734 242,415 - 827,149
Liabilities af
Financial liabilities at FVPL RATE:T \BRHIBAR
~ Call options embedded in R IN VS v
bonds and notes BEa ek
(Note 19(b)(ii)(Il) (BFEE19() (1) - 4,921 - 4,921
Total fair value ATERE - 4,921 - 4,921
Net fair value ATEFE 584,734 237,494 - 822,228

During the six months ended 30th June, 2018, other than
3 unlisted equity financial assets were classified under level
3 and the transfer of unlisted equity securities from level
2 to level 3 explained under 19(a) above, there were no
other significant transfers between levels of the fair value
hierarchy (2017: Nil). There has been no change from the
valuation technique used in prior periods.

BHE_Z-N\FRA=ZTELAEARH
B 3EFLTRANBEERAEZR
RER19@)@RE LTRAESME "R
BREE=EN RTERBERZAL
EAMEREG(—T—LF: E) - BE
BERAOGETELEEY -
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19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

(b) Valuation Techniques and Inputs used in Level 2 Fair
Value Measurements

(U]

(i)

Unlisted Equity Securities

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

Listed and Unlisted Debt Securities

(U]

(n

Valuation of Debt Element

The debt element is recognised at fair value
at date of initial recognition and subsequent
measurement with fair value change at each
reporting date recognised directly in equity until
the instrument is sold. As at 30th June, 2018
and 31st December, 2017, the fair value of
the debt element 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.

Valuation of Derivative Element

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

Hull-White Term Structure Model is used
for valuation of derivative element of certain
perpetual bonds and guaranteed notes.
Significant inputs into the model were mean
reverting rate, default intensity and short rate
volatility.

19, SMIEZATEHE

(b) REERARE-EAVEAERFAZE

N ¢
FEmRARS
ETELTRABSURERRZ A
ABEE - REERZHE A%
B - EEENERBANERA
BRACENEEFEBOEN - F
EPBRAER AR BEEAREZR
ARER -

(U]

(ii)

LIARFLHERES

(U]

(U]

BEBOHE
EHBORNBEIARDT
BERARERESERERZ
ATPERPHEIERNES
WA BEERTAEH - R
T-NERAZTARC-E
—t#+t-A=+-8 &%
BAZRFEDRRER 2K
HEFRZARRERBRE
ANEBEZREMNE  BX
ZRERDZRIAEHRZT
AEE -

DERELTY
ETABRMARRERD
BT RHEEE EHE
ZATEZDHERARRE

HETXEBEFRERZER
FTEIEBHETZEE R
{5 7 Hull-Whitef$ 8 » i8R
ZEABARYERER &
K568 KB =R o



19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(continued)

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

(U]

(ii)

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 of USD15.39
million, volatility ranging from 14.55% to 42.90%,
return correlation ranging from -0.01 to 1 and discount
rate of 2.90%.

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

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 2.87%, implied credit
spread of 13.68%, effective interest rate of 16.55%,
probability of default of 53.32% and recovery rate of
38.31%.

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.
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19. SRMIACAVENE

c) HEXMRE=-EAVEFERRAZE
ABE

(U]

(ii)

FLmRAES

HETHLIMRABARZGE R
FRTMSMRITE  BRER
RihE - SFREEE o ZEA Y
BEATABEHAAREELE
615,390,000 7L * BB HEN T
14.55% £ 42.90% * HEBEZEN
T-0.01E1 RTNE2.90%

ETFHLETRABLZNRERRZ A
ABEFE - REEBZ0H 1%
EAHE-EEENELBAERA
BRAKENAEFERD S - 3¢
tikARSz A BEEAERZR
BEERE - AEENZRIEEF
EfERFLETRAZES 2 ATEE

HWESRRE

HESREZEE RERTEE
BRAZRNBERERE - ZHB
BeRB8 EATHEEHALRE
BBt %&287% BaNEATNZ
13.68% * ER7]%16.55% - 4
£53.32% R KB E38.31% °

EREREHANAEREERATLN
BE2 ARG TRAREE=EAZ
SRAE2 ATEEAEARE -
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19. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 19. EMIAZAVENE

(continued)
(c) Valuation Techniques and Inputs used in Level 3 () HERKRE-BAVEHNEMERZE
Fair Value Measurements (continued) A (4
Reconciliation for financial instruments carried at fair value EREATIERG AR (F3E)RA
based on significant unobservable inputs (Level 3) are as SENSBIAZHELT
follows:
Unaudited Audited
REER BEZ
30th June, 31st December,
2018 2017
—E-N\% I
~A=1H TZA=+-H
HK$°000 HK$'000
TEx FHET
At 1st January ®—A—H - -
Transfer from level 2 BYEE_E 106,910 -
Transfer from available-for-sale BRIt ER8
financial assets AEEY 61,700 -
Remeasurement of equity securities BN ERATEFA
measured at FVPL BEOBRAES 2,379 -
Additional securities acquired HEAES 983 -
Net unrealised loss recognised in profit or loss 7E 8% F R 7 A £ B FE (4,892) -
At 30th June RAA=TH 167,080 -
(d) Fair Values of Financial Assets and Financial @) FUAAFPEIRNTHEERVBEEN
Liabilities not Reported at Fair Value ATHE
The carrying amounts of the Group’s financial instruments R-ZE-\EXA=*A &\:?*tﬁ
carried at cost or amortised cost are not materially different +ZA=+—8  KEERKATIREE
from their fair values as at 30th June, 2018 and 31st BAFGEz eRIAMEEEREATE
December, 2017. WEEARR o
20. CAPITAL COMMITMENT 20, EXEE
Unaudited Audited
REER BEZ
30th June, 31st December,
2018 2017
—E-N\% —TtF
~AZTA +=A=+-H
HK$’000 HK$'000
FHT THET
Contracted for but not provided in the B &#){AH1E
condensed consolidated financial HAGE B ERR
statements A
— Financial assets -HMBEE 92,757 11,708
21. COMPARATIVE FIGURES 21, LBEF
The Group has initially applied HKFRS 9 at 1st January, 2018. AEER-Z-N\E-—A—BNREREBH
Under the transition methods chosen, comparative information is BRELRE%  REMEENBEHFN &
not restated. Further details of the changes in accounting policies RENTESY - @ HREHMFEE R

are disclosed in Note 2(b). 2(b) °



MANAGEMENT DISCUSSION AND ANALYSIS

Overview

The Group recorded a net profit attributable to the owners of the
Company of approximately HK$14.1 million for the six months
ended 30th June, 2018 (the “2018 Interim Period”) (2017:
approximately HK$99.4 million).

Hang Seng Index and Hang Seng China Enterprises Index
dropped by 3.2% and by 5.4% respectively over the 2018
Interim Period, the Group’s net asset value attributable to the
owners of the Company increased by 0.8% (after taking into
account the dividend payment of HK$205.6 million) to HK$1.15
billion at the end of the 2018 Interim Period.

Investment Review
As at 30th June, 2018, the Group’s major investments were as
follows:

Investments Description

Listed Equities HK$476.3 million of a portfolio of twenty
listed shares

Fixed Income HK$75.6 million of fixed income instruments

issued and/or guaranteed by one overseas
government and three companies listed in
Hong Kong

Investment Funds HK$135.2 million in eight investment funds

Sub-participation of HK$31.8 million in an
unlisted investment

Sub-participation in
Unlisted Investment

HK$20.4 million in three direct investments in
unlisted equities (including an asset classified
as held for sale)

Direct Investments in
Unlisted Equities

The Group’s portfolio of listed equities investments comprised
securities in Hong Kong, United States and Malaysia.
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BEA RT3 2%R5.4% - R=F—/\FhH
HRERBEARNRRAARGEAEE AEFE
$E710.8% (% 8 2K E 205,600,000/ L)
%1,150,000,000 7T ©

REOE
W2 \EAAZHE  AEEIERAES
mF -

REER B
ETRA B TREMARRDERK
2—EREHES  BER
476,300,000/ 7T
Eha6: B SN R=KEE
IHRRRTR/ ER
ETUhaemIE  EER
75,600,000/ 7T
kEES NEEREES  EER
135,200,000/ 7T
RELTRE  —ERFELTREZNEZ
ZME2E  # EEAR31,800,000F7T
REETREA  ZBARELTRAZER
EERE  RA(BRAD-EIA

BIELEEE) BEA
20,400,000

AR FTRARERAREDE  XERS
RETES °



32

SHK HONG KONG INDUSTRIES LIMITED 2018 INTERIM REPORT

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Prospects, Investment Basis and Strategy

Other than a strong start in January, Hong Kong stock market
has been in the correction in the first half of 2018. Investors
have been worried about the interest rate hike cycle in the United
States and a deleveraging China. Adding to these concerns is the
looming trade war between the United States and China, a new
political tug of war not seen for many decades.

As mentioned in the 2017 annual report, we expect the
investment market to be more challenging in 2018. We remain
cautious. The growth momentum spurred by the stimulating
policy since early 2016 in China has been losing steam. China is
already debt laden (both government, household and corporate)
and has difficulty in undertaking strong loosening fiscal and
monetary policy. Also, there is no sign that the Federal Reserve
of United States backing off from an interest rate hike any time
soon. We may further de-risk on market rebound.

Financial Resources, Liquidity and Gearing Ratio

As at 30th June, 2018, the Group had cash and cash equivalents
of approximately HK$346.4 million (at 31st December, 2017:
approximately HK$464.2 million), investments of approximately
HK$739.3 million (at 31st December, 2017: approximately
HK$895.6 million) and no bank borrowings as at 30th June,
2018 and 31st December, 2017. The liquidity position of the
Group enables us to respond to further investment opportunities
that are expected to generate better returns for the shareholders
of the Company. 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 30th June,
2018, was 0% (at 31st December, 2017: 0%).
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Foreign Exchange Exposure

As at 30th June, 2018, the majority of the Group’s investments
was either denominated in Hong Kong dollars or United States
dollars. Exposures to foreign currency exchange rates still arise as
the Group has certain overseas investments which are primarily
denominated in Renminbi, Malaysian ringgit, Thai baht, New
Taiwan dollars and Japanese yen. The Group at present does not
have any contracts to hedge against its foreign exchange risks.
Should the Group consider that its exposure to foreign currency
risk justifies hedging, the Group may use forward or hedging
contracts to reduce the risks.

Interim Dividend
The Board resolved not to declare an interim dividend for the
2018 Interim Period (2017: Nil).

Guarantee

The Company has given guarantee to financial institution to
secure banking facility available to its wholly-owned subsidiary
in the amount not exceeding HK$40.0 million as at 30th June,
2018 (at 31st December, 2017: HK$40.0 million).

Pledge of Assets
None of the Group’s assets is pledged at 30th June, 2018 and
31st December, 2017.

Material Acquisition and Disposal

Save as disclosed in this Interim Report, the Group did not have
any material acquisition or disposal of subsidiaries, associates
and joint ventures during the 2018 Interim Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Staff Costs

The Group’s total staff costs (including Directors’ emoluments)
for the 2018 Interim Period amounted to approximately HK$1.5
million (2017: approximately HK$1.4 million).

Employees

The total number of staff of the Group, including Directors of the
Company, at 30th June, 2018 was 6 (at 31st December, 2017:
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.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND

ASSOCIATED CORPORATIONS

As at 30th June, 2018, the interests and short positions of
the Directors and the Chief Executives of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of Laws of Hong
Kong) (the “SFO”)) which were notified to the Company and The
Stock Exchange of Hong Kong Limited (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 Appendix 10 of the Rules
Governing the Listing of Securities on the Stock Exchange of
Hong Kong (the “Listing Rules”) were as follows:
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (continued)

Long position in shares of the Company
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EERAL T RARLE R
- EERORES 2 ERRA
&)

REAQTRGBZHE

% of the total relevant

Number of issued shares as at

Name of Directors Capacity Nature of interests shares held 30th June, 2018

R=F-NFXA=tA

EERERTRA

EEpA g4 ERME HERGHE BgEs

Peter Lee Yip Wah Beneficial owner Personal 3,410,000 0.08%
TRz EnEEA faA

Albert Ho Beneficial owner Personal 2,296,000 0.06%
{3 EnEEA faA

Save as disclosed above, at no time during the six months
ended 30th June, 2018 was the Company, any of its holding
companies, its fellow subsidiaries, its subsidiaries or its
associated corporations, a party to any arrangement to enable
the Directors or Chief Executives of the Company to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or its associated corporations.

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

The following persons or corporations, having interest in 5% or
more in the shares and underlying shares of the Company as
at 30th June, 2018, 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:

FTERR
BEAATEES R B EHIEXVEE36 R
FMRE T EREER AR - ¥
BHATATHABBAARRAR-E—\EXHA
=P RREAAAREARARAERAES 2
R L7 B

Long position in shares of the Company REDARGZER

% of total

relevant issued

Number of shares as at

Name of Substantial Shareholders Notes Capacity Nature of interests sharesheld  30th June, 2018

RZB-NF

~B=tH

EEHERT

TERRER Wz &6 ERME FERGBE ROLEESL

AGL 1 Interest of controlled corporation Corporate interest 3,082,889,606 74.97%
BaER RERI AR R AR

Lee and Lee Trust 2 Interest of controlled corporation Corporate interest 3,082,889,606 74.97%
REGIARNER AR

Many Merit Asia Limited (“MMA”) 3 Beneficial owner Beneficial interest 329,160,000 8.01%
EafEAA Ban

Lin Wan Qaing 3 Interest of controlled corporation Corporate interest 329,160,000 8.01%
HE® RERI AR R AR



SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. AGL held 3,082,889,606 shares of the Company through its wholly-
owned subsidiaries.

2. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are
the trustees of Lee and Lee Trust, being a discretionary trust. 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 30th June, 2018, the Directors
are not aware of any other persons, who have interests or short
positions in the shares or underlying shares of equity derivatives
of the Company which would be required to be disclosed to the
Company pursuant to Part XV of the SFO.

AUDIT COMMITTEE

The Company had an Audit Committee established in accordance
with Rule 3.21 of the Listing Rules.

The Audit Committee has reviewed financial reporting matters
and the 2018 Interim Report including a general review of the
unaudited interim condensed consolidated financial statements
for the six months ended 30th June, 2018. In carrying out this
review, the Audit Committee has relied on a review conducted
by the Group’s external auditor in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants and representations from management. The Audit
Committee has not undertaken detailed independent audit
checks.
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COMPLIANCE WITH THE CODE PROVISIONS OF
THE CORPORATE GOVERNANCE CODE

The Company has applied the principles and complied with all
the applicable code provisions of the Corporate Governance Code
as set out in Appendix 14 to the Listing Rules during the 2018
Interim Period.

CHANGE IN DIRECTORS’ INFORMATION UNDER

RULE 13.51B(1) OF THE LISTING RULES

Change in Directors’ information since the date of approval of
the 2017 annual report of the Company, which is required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules, is set
out below:

Director’s fee of each director of the Company for 2017 was
increased by HK$10,000.

Save as disclosed above, there is no other change in the
Directors’ information required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules since the date of approval of the
2017 annual report of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS

BY DIRECTORS

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as the code of conduct regarding
securities transactions by the Directors. Having made specific
enquiry of all Directors, the Company confirmed that all Directors
have complied with the required standard set out in the Model
Code during the 2018 Interim Period.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the 2018 Interim Period.

By Order of the Board

SHK Hong Kong Industries Limited
Warren Lee Wa Lun

Chairman

Hong Kong, 17th August, 2018
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AUDITOR’S INDEPENDENT REVIEW REPORT
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REPORT ON REVIEW OF UNAUDITED INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

TO THE BOARD OF DIRECTORS OF SHK HONG KONG
INDUSTRIES LIMITED
(incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the unaudited interim condensed consolidated
financial statements set out on pages 4 to 30 which comprise
the condensed consolidated statement of financial position of
SHK Hong Kong Industries Limited (the “Company”) and its
subsidiaries as of 30th June, 2018 and the related condensed
consolidated statement profit or loss, condensed consolidated
statement of profit or loss and other comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant
accounting policies and other explanatory notes (the “unaudited
interim condensed consolidated financial statements”).
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34") issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and
presentation of these unaudited interim condensed consolidated
financial statements in accordance with HKAS 34.

Our responsibility is to express a conclusion on the unaudited
interim condensed consolidated financial statements based
on our review. This report is made solely to you, as a body, in
accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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Scope of Review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the unaudited interim condensed
consolidated financial statements are not prepared, in all material
respects, in accordance with HKAS 34.

BDO Limited
Certified Public Accountants

Cheung Or Ping
Practising Certificate Number: P05412

Hong Kong, 17th August, 2018
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