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INTERIM RESULTS ANNOUNCEMENT FOR
THE SIX MONTHS ENDED 30 JUNE 2015

HIGHLIGHTS

•	 Revenue up 9.6% year-on-year.

•	 Reported profit declined 43.3% mainly attributable to a non-recurring income 
from forfeiture of deposit in 2014 and an unrealised fair value loss on UK 
properties in 2015.

•	 Underlying recurring profit, the performance indicator of the Group, up 10.2% 
year-on-year.

•	 Weak retail performance in Hong Kong may affect the sales of Hoe Hin Products 
for the rest of the year. Weaker Asian currencies may impact on less sales in 
Southeast Asia.
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The board of directors (the “Board”) of Pak Fah Yeow International Limited (the 
“Company”) is pleased to announce the interim results of the Company and its 
subsidiaries (collectively referred as the “Group”) for the six months ended 30 June 
2015 together with comparative figures for the previous year:

RESULTS SUMMARY

	 Six months ended 30 June
		  2015	 2014
	 Notes	 HK$’000	 HK$’000	 Change

Revenue	 1	 88,058	 80,357	 +9.6%
Reported profit	 2	 32,039	 56,520	 -43.3%
Underlying profit	 3	 33,819	 49,323	 -31.4%
Underlying recurring profit	 4	 33,819	 30,694	 +10.2%

		  HK cents	 HK cents
		  	 (Restated)
Earnings per share:	 5
Reported profit	 	 10.3	 18.1	 -43.1%
Underlying profit	 	 10.9	 15.8	 -31.0%
Underlying recurring profit	 	 10.9	 9.8	 +11.2%

Total dividends per share	 5	 4.8	 4.8	 –

		  At	 At
		  30 June	 31 December
		  2015	 2014
	 	 HK$’000	 HK$’000

Shareholders’ funds	 6	 615,716	 622,632	 -1.1%

		  HK$	 HK$
		  	 (Restated)

Net asset value per share	 7	 1.98	 2.00	 -1.0%
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Notes:	 1.	 Revenue represents revenue derived from the three business segments, namely 

manufacturing and sale of Hoe Hin Products, property investment and treasury 

investment.

2.	 Reported profit (“Reported Profit”) is the profit attributable to owners of the Company, 

which is prepared in accordance with Hong Kong Financial Reporting Standards issued 

by the Hong Kong Institute of Certified Public Accountants.

3.	 Underlying profit (“Underlying Profit”) is arrived at by excluding from Reported Profit 

the unrealised fair value changes of financial assets at fair value through profit or loss and 

of investment properties.

4.	 Underlying recurring profit (“Underlying Recurring Profit”) reflects the Group’s 

performance of the three business segments and is arrived at by excluding from 

Underlying Profit the items that are non-recurring in nature (such as income arising from 

forfeitures of deposits/option fee for the disposal of investment properties and the related 

expenses).

5.	 The basic and diluted earnings per share and the total dividends per share are calculated 

using the weighted average number of ordinary shares in issue during the period, as 

adjusted to reflect the bonus issue, of 311,640,000 (2014 (restated): 311,640,000) 

ordinary shares as denominator.

6.	 Shareholders’ funds are the equity attributable to owners of the Company, which is 

equivalent to the total equity as presented in the Company’s consolidated statement of 

financial position.

7.	 Net asset value per share represents shareholders’ funds divided by the number of 

ordinary shares of the Company in issue as at the period end date as adjusted to include 

the bonus issue of 51,940,000 shares which was approved by the shareholders of the 

Company at the annual general meeting on 11 June 2015. 
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Six months ended 30 June 2015

	 Six months ended 30 June
		  2015	 2014
		  (unaudited)	 (unaudited)
	 Notes	 HK$’000	 HK$’000

Revenue	 2	 88,058	 80,357

Other revenue and other net income	 3	 434	 19,046
Changes in inventories of finished goods	 	 4,173	 7,068
Raw materials and consumables used	 	 (17,652)	 (21,399)
Staff costs	 	 (16,801)	 (14,506)
Depreciation expenses	 	 (1,210)	 (1,205)
Net exchange gain	 	 268	 873
Other operating expenses	 	 (16,039)	 (14,125)
		  	

Profit from operations before fair value
  changes of financial assets through
  profit or loss and of investment properties		  41,231	 56,109

Net loss on financial assets at fair value
  through profit or loss	 	 (190)	 (336)
Revaluation surplus in respect of
  investment properties	 	 2,370	 8,283
Revaluation deficit in respect of
  investment properties	 	 (3,960)	 (750)
		  	

Profit from operations		  39,451	 63,306

Finance costs	 4	 (617)	 (704)
		  	

Profit before taxation	 4	 38,834	 62,602

Taxation	 5	 (6,795)	 (6,082)
		  	

Profit for the period, attributable to owners
  of the Company		  32,039	 56,520
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	 Six months ended 30 June
		  2015	 2014
		  (unaudited)	 (unaudited)
	 Note	 HK$’000	 HK$’000

Other comprehensive income
Items that may be reclassified subsequently
  to profit or loss:
  Change in fair value of available-for-sale
    financial assets	 	 174	 125
  Exchange difference arising from translation
    of financial statements of overseas
    subsidiaries	 	 1,234	 4,547
  Exchange difference arising from translation
    of inter-company balances with overseas
    subsidiaries representing net investments	 	 (501)	 (1,818)
Item that will not be reclassified to profit or loss:
  Revaluation surplus of leasehold land and
    buildings, net of tax effect of HK$611,000
    (2014: HK$1,750,000)	 	 3,093	 8,855
		  	

Other comprehensive income for the period,
  net of tax, attributable to owners
  of the Company		  4,000	 11,709
		  	

Total comprehensive income for the period,
  attributable to owners of the Company		  36,039	 68,229
		  	

Earnings per share		  	 (Restated)
  Basic and diluted	 7	 10.3 cents	 18.1 cents
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 30 June 2015
		  At	 At
		  30 June	 31 December
		  2015	 2014
		  (unaudited)	 (audited)
	 Notes	 HK$’000	 HK$’000

Non-current assets
Investment properties	 	 331,159	 331,045
Property, plant and equipment	 	 304,296	 301,695
Intangible assets	 	 2,450	 2,450
Available-for-sale financial assets	 	 8,726	 8,620
		  	

		  646,631	 643,810
		  	

Current assets
Inventories	 	 24,480	 19,419
Trade and other receivables	 8	 35,913	 42,625
Financial assets at fair value through
  profit or loss	 	 36,775	 35,682
Pledged bank deposits	 	 15,337	 20,964
Bank balances and cash	 	 45,588	 10,482
		  	

		  158,093	 129,172
		  	

Current liabilities
Bank borrowings, secured	 	 37,824	 43,755
Current portion of deferred income	 	 109	 89
Trade and other payables	 9	 22,768	 25,748
Tax payable	 	 11,618	 5,505
Dividends payable	 	 43,485	 7,029
		  	

		  115,804	 82,126
		  	

Net current assets		  42,289	 47,046
		  	

Total assets less current liabilities		  688,920	 690,856
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		  At	 At
		  30 June	 31 December
		  2015	 2014
		  (unaudited)	 (audited)
	 	 HK$’000	 HK$’000

Non-current liabilities
Long-term portion of consideration
  payable for acquisition of trademarks	 	 2,074	 2,074
Long-term portion of deferred income	 	 15,814	 12,956
Provision for long service payments	 	 1,035	 660
Provision for directors’ retirement benefits	 	 13,737	 12,618
Deferred taxation	 	 40,544	 39,916
		  	

		  73,204	 68,224
		  	

NET ASSETS		  615,716	 622,632
		  	

Capital and reserves
Share capital	 	 12,985	 12,985
Share premium and reserves	 	 602,731	 609,647
		  	

TOTAL EQUITY		  615,716	 622,632
		  	



8

Notes:

1.	 PRINCIPAL ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements (the “Interim Financial Statements”) 

have been prepared under the historical cost convention except for investment properties, leasehold 

land and buildings, available-for-sale financial assets and financial assets at fair value through profit 

or loss, which are measured at fair value.

Except as described below, the accounting policies and basis of preparation adopted in these 

Interim Financial Statements are consistent with those used in the preparation of the Group’s annual 

financial statements for the year ended 31 December 2014 (“2014 Annual Accounts”).

The Group has adopted the following revised Hong Kong Financial Reporting Standards 

(“HKFRSs”) and interpretation issued by the Hong Kong Institute of Certified Public Accountants 

(the “HKICPA”) that are mandatorily effective for the period.

Amendments to HKAS 19	 Defined benefit plans: Employee contributions

Amendments to HKFRS	 Annual improvement to HKFRSs 2010-2012 Cycle

Amendments to HKFRS	 Annual improvement to HKFRSs 2011-2013 Cycle

The adoption of these revised HKFRSs and interpretation has had no material effect on the amounts 

and/or disclosures reported in these Interim Financial Statements.

2.	 OPERATING SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed by the chief 

operating decision maker – the executive directors for making strategic decisions. The Group’s 

operating segments are structured and managed separately according to the nature of their 

businesses. The Group is currently organised into three operating businesses as follows:

(a)	 Manufacturing and sale of Hoe Hin Brand of products

(b)	 Property investment

(c)	 Treasury investment

Each of the Group’s operating segments represents a strategic business unit subject to risks and 

returns that are different from those of the other operating segments.

For the purposes of assessing the performance of the operating segments and allocating resources 

between segments, the executive directors assess segment profit or loss before income tax without 

allocation of finance costs, directors’ emoluments, and central administration costs and consider the 

basis of preparing such information is consistent with that of the consolidated financial statements. 

All assets are allocated to reportable segments other than corporate assets. All liabilities are 

allocated to reportable segments other than deferred taxation, provision for directors’ retirement 

benefits, tax payable, dividends payable and other corporate liabilities.
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Business segments

	 Manufacturing	 Property	 Treasury
	 and sale of Hoe	 investment	 investment
	 Hin Brand of	 – rental	 – interest
	 products	 income	 income	 Consolidated
	 (unaudited)	 (unaudited)	 (unaudited)	 (unaudited)
	 HK$’000	 HK$’000	 HK$’000	 HK$’000

Six months ended 30 June 2015

Revenue from external customers	 82,282	 5,223	 553	 88,058
	 	 	 	

Segment results	 43,477	 2,779	 332	 46,588
	 	 	

Unallocated corporate expenses	 	 	 	 (7,137)
	 			 

Profit from operations	 	 	 	 39,451

Finance costs	 	 	 	 (617)
	 			 

Profit before taxation	 	 	 	 38,834

Taxation	 	 	 	 (6,795)
	 			 

Profit for the period	 	 	 	 32,039
				  

	 Manufacturing	 Property	 Treasury

	 and sale of Hoe	 investment –	 investment –

	 Hin Brand of	 rental	 interest

	 products	 income	 income	 Consolidated

	 (unaudited)	 (unaudited)	 (unaudited)	 (unaudited)

	 HK$’000	 HK$’000	 HK$’000	 HK$’000

Six months ended 30 June 2014

Revenue from external customers	 74,389	 5,392	 576	 80,357
	 	 	 	

Segment results	 37,881	 30,935	 1,119	 69,935
	 	 	

Unallocated corporate expenses	 	 	 	 (6,629)
	 			 

Profit from operations	 	 	 	 63,306

Finance costs	 	 	 	 (704)
	 			 

Profit before taxation	 	 	 	 62,602

Taxation	 	 	 	 (6,082)
	 			 

Profit for the period	 	 	 	 56,520
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Segment assets and liabilities

The following table presents segment assets and liabilities of the Group’s business segments as at 

30 June 2015 and 31 December 2014:

	 At 30 June 2015
	 Manufacturing
	 and sale	 Property	 Treasury
	 of Hoe Hin	 investment 	 investment 
	 Brand of	 – rental	 – interest
	 products	 income	 income	 Consolidated
	 (unaudited)	 (unaudited)	 (unaudited)	 (unaudited)
	 HK$’000	 HK$’000	 HK$’000	 HK$’000

Assets
Segment assets	 401,121	 331,706	 71,432	 804,259
Unallocated corporate assets	 			   465
	 			 

Consolidated total assets	 			   804,724
	 			 

Liabilities
Segment liabilities	 23,394	 44,727	 780	 68,901
Unallocated corporate liabilities	 			   120,107
	 			 

Consolidated total liabilities	 			   189,008
	 			 

	 At 31 December 2014

	 Manufacturing

	 and sale	 Property	 Treasury

	 of Hoe Hin	 investment	 investment

	 Brand of	 – rental	 – interest

	 products	 income	 income	 Consolidated

	 (audited)	 (audited)	 (audited)	 (audited)

	 HK$’000	 HK$’000	 HK$’000	 HK$’000

Assets
Segment assets	 369,689	 331,428	 71,139	 772,256

Unallocated corporate assets	 	 	 	 726
				  

Consolidated total assets	 	 	 	 772,982
				  

Liabilities
Segment liabilities	 34,757	 42,602	 5,075	 82,434

Unallocated corporate liabilities	 	 	 	 67,916
				  

Consolidated total liabilities	 	 	 	 150,350
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Geographical information

	 Revenue from 	 Results from

	 external customers	 operations

	 Six months ended 30 June	 Six months ended 30 June

	 2015	 2014	 2015	 2014

	 (unaudited)	 (unaudited)	 (unaudited)	 (unaudited)

	 HK$’000	 HK$’000	 HK$’000	 HK$’000

Hong Kong	 59,366	 56,493	 34,689	 31,956

Macau	 6,994	 4,297	 4,921	 2,316

PRC	 3,163	 30	 (423)	 (19)

Southeast Asia	 11,656	 11,387	 5,317	 4,366

North America	 2,652	 3,844	 1,096	 1,636

United Kingdom	 3,226	 3,467	 813	 29,017

Europe (excluding United Kingdom)	 135	 84	 (183)	 95

Other regions	 866	 755	 (43)	 177

Unallocated corporate expenses	 –	 –	 (6,736)	 (6,238)
	 	 	 	

	 88,058	 80,357	 39,451	 63,306
	 	 	 	

3.	 OTHER REVENUE AND OTHER NET INCOME

	 Six months ended 30 June
	 2015	 2014

	 (unaudited)	 (unaudited)

	 HK$’000	 HK$’000

Listed investments:

  Dividend income from financial assets at fair value

    through profit or loss	 254	 304

  Gain on disposal of financial assets at fair value

    through profit or loss	 125	 –

Commission received	 18	 21

Forfeiture of deposit for disposal of investment properties	 –	 18,686

Gain on disposal of property, plant and equipment	 1	 4

Sundry income	 36	 31
	 	

	 434	 19,046
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4.	 PROFIT BEFORE TAXATION

	 Six months ended 30 June
	 2015	 2014

	 (unaudited)	 (unaudited)

This is stated after charging (crediting):	 HK$’000	 HK$’000

(a)	 Finance costs

Interest on bank loans, overdrafts and other

  borrowings wholly repayable within five years	 231	 299

Interest on bank loan wholly repayable more than

  five years	 107	 125

Interest on consideration payable for acquisition

  of trademarks	 279	 280
	 	

	 617	 704
	 	

(b)	 Other items

Cost of inventories	 22,869	 22,415

(Gain) Loss on disposal of financial assets

  at fair value through profit or loss	 (125)	 75
	 	

5.	 TAXATION

Hong Kong Profits Tax has been provided at the rate of 16.5% (2014: 16.5%) of the estimated 

assessable profits for the period. Overseas taxation has been provided on the estimated assessable 

profits for the period at the rates of taxation prevailing in the relevant jurisdictions.

The charge comprises:

	 Six months ended 30 June
	 2015	 2014

	 (unaudited)	 (unaudited)

	 HK$’000	 HK$’000

Current tax
Hong Kong Profits Tax	 6,173	 5,461

Overseas tax	 606	 605
	 	

	 6,779	 6,066

Deferred tax
Origination of temporary differences	 16	 16
	 	

	 6,795	 6,082
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6.	 DIVIDENDS AND BONUS ISSUE OF SHARES

Dividends attributable to the previous financial year, approved and paid during the period

At the board meeting held on 26 March 2015, the directors proposed a final dividend of HK6.5 

cents per share totalling HK$16,881,000 for the year ended 31 December 2014 (year ended 31 

December 2013: HK6.5 cents per share totalling HK$16,881,000) and a special final dividend of 

HK6.8 cents per share totalling HK$17,660,000 for the year ended 31 December 2014 (year ended 

31 December 2013: HK4.5 cents per share totaling HK$11,687,000) which had been reflected 

as an appropriation of retained profits. Upon the approval by shareholders on 8 July 2015, the 

appropriation was transferred to dividends payable.

Bonus issue of shares

At the board meeting held on 26 March 2015, the directors also proposed bonus issue of shares 

(the “Bonus Issue”) on the basis of one bonus share for every five existing shares held by the 

shareholders whose names appear on the register of members of the Company on 8 July 2015, 

which was approved at the annual general meeting of the Company on 11 June 2015. On the basis 

of 259,700,000 then existing shares in issue, 51,940,000 bonus shares were issued on 7 August 

2015 and accordingly there is a total of 311,640,000 shares in issue as enlarged by the Bonus Issue.

Dividends attributable to the period

	 Six months ended 30 June
	 2015	 2014

	 (unaudited)	 (unaudited)

	 HK$’000	 HK$’000

First interim dividend	 8,414	 8,310

Second interim dividend	 6,544	 6,493
	 	

	 14,958	 14,803
	 	

On 11 June 2015, the directors declared the first interim dividend of HK2.7 cents per share totalling 

HK$8,414,000 (2014: HK3.2 cents per share totalling HK$8,310,000 declared on 25 June 2014), 

which was payable to the shareholders on the register of members of the Company on 28 August 

2015.

On 26 August 2015, the directors declared the second interim dividend of HK2.1 cents per share 

totalling HK$6,544,000 (2014: HK2.5 cents per share totalling HK$6,493,000 declared on 25 

August 2014), which was payable to the shareholders on the register of members of the Company 

on 7 October 2015.

7.	 EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the profit attributable to 

owners of the Company for the period of HK$32,039,000 (2014: HK$56,520,000) and the weighted 

average number of ordinary shares in issue during the period, as adjusted to reflect the Bonus Issue, 

of 311,640,000 (2014 (restated): 311,640,000) ordinary shares.

Diluted earnings per share equals to basic earnings per share as there were no potential dilutive 

ordinary shares outstanding during the two periods ended 30 June 2014 and 2015.
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8.	 TRADE AND OTHER RECEIVABLES

	 At	 At

	 30 June	 31 December

	 2015	 2014

	 (unaudited)	 (audited)

	 HK$’000	 HK$’000

Trade receivables	 32,291	 35,468

Bills receivables	 1,844	 3,505

Other receivables
Deposits, prepayments and other debtors	 1,778	 3,652

	 	

	 35,913	 42,625
	 	

The Group allows credit period ranging from 30 days to 120 days to its customers. The ageing 

analysis of trade receivables by invoice date is as follows:

	 At	 At

	 30 June	 31 December

	 2015	 2014

	 (unaudited)	 (audited)

	 HK$’000	 HK$’000

Within 30 days	 28,912	 11,088

31 – 60 days	 3,164	 20,095

61 – 90 days	 –	 1,063

Over 90 days	 215	 3,222
	 	

	 32,291	 35,468
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9.	 TRADE AND OTHER PAYABLES

	 At	 At

	 30 June	 31 December

	 2015	 2014

	 (unaudited)	 (audited)

	 HK$’000	 HK$’000

Trade payables	 5,500	 3,658
	 	

Other payables
Accrued charges and other creditors	 17,168	 21,932

Customers’ deposits	 100	 158
	 	

	 17,268	 22,090
	 	

	 22,768	 25,748
	 	

The ageing analysis of trade payables by invoice date is as follows:

	 At	 At

	 30 June	 31 December

	 2015	 2014

	 (unaudited)	 (audited)

	 HK$’000	 HK$’000

Within 30 days	 3,738	 3,563

31 – 60 days	 434	 39

61 – 90 days	 285	 5

More than 90 days	 1,043	 51
	 	

	 5,500	 3,658
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10.	 PLEDGE OF ASSETS

Certain of the Group’s leasehold land and buildings, investment properties, bank deposits and 

financial assets at fair value through profit or loss were pledged to secure banking facilities, 

including bank borrowings, granted to the Group to the extent of HK$105,291,000 (31 December 

2014: HK$105,898,000), of which HK$37,824,000 (31 December 2014: HK$43,755,000) were 

utilised at the end of the reporting period.

The carrying amounts of the Group’s pledged assets are as follows:

	 At	 At

	 30 June	 31 December

	 2015	 2014

	 (unaudited)	 (audited)

	 HK$’000	 HK$’000

Leasehold land and buildings	 126,000	 121,000

Investment properties	 186,545	 187,201

Financial assets at fair value through profit or loss	 36,281	 34,853

Bank deposits	 15,337	 20,964
	 	

	 364,163	 364,018
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MANAGEMENT DISCUSSION AND ANALYSIS 

BUSINESS REVIEW

Results Overview

For the six months ended 30 June 2015, the Group’s revenue increased by 9.6% to 
HK$88,058,000 (2014: HK$80,357,000) mainly due to increased contributions from 
sales of Hoe Hin brand of products (the “Hoe Hin Products”).

Net revaluation deficit of the Group’s investment properties for the period was 
HK$1,590,000 (2014: surplus of HK$7,533,000), including a deficit of HK$2,360,000 
(2014: surplus of HK$6,983,000) which related to the Group’s investment properties in 
the United Kingdom (the “UK Properties”).

Underlying Recurring Profit, the performance indicator of the Group, was up 10.2% to 
HK$33,819,000 (2014: HK$30,694,000). This reflected improvement in profit margin as 
a result of price increase and change in product mix sold, partly offset by more spending 
on advertising and promotional expenses and less gain on treasury investment.

Net profit for the six months ended 30 June 2015 decreased by 43.3% to approximately 
HK$32,039,000 (2014: HK$56,520,000). Such decrease was mainly attributable to a 
non-recurring income in 2014 for the forfeiture of a deposit of HK$18,686,000 from 
a buyer who failed to complete the proposed purchase of the UK Properties and the 
decrease in fair value of the UK Properties in 2015 as aforesaid.

The revaluation of other properties, which was accounted for as other comprehensive 
income, had resulted in a revaluation surplus (net of tax) in this period of HK$3,093,000 
(2014: HK$8,855,000).

Total comprehensive income attributable to owners for the six months ended 30 June 
2015 was approximately HK$36,039,000 (2014: HK$68,229,000).

Manufacturing and sale of Hoe Hin Products

Sales of Hoe Hin Products increased by 10.6% to HK$82,282,000 (2014: 
HK$74,389,000).

Hong Kong remained the major market of the Hoe Hin Products which accounted 
for about 69.8% (2014: 73.7%) of the segment revenue. Macau and Mainland China 
accounted for about 8.5% (2014: 5.8%) and 3.8% (2014: Nil) respectively. Weaker retail 
spending and fewer mainland tourists in Hong Kong and Macau persisted in the first 
half of the year, but sales improved by 5.1% and 62.7% respectively when compared 
with those in the same period in 2014. Such improvement, however, should not be 
used as projection for the sales of the whole year as retail market sentiment is still due 
to improve. Sales in other major markets performed differently, with improvement in 
Philippines while less contribution in Singapore and North America.
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Segment profit increased by 14.8% to HK$43,477,000 (2014: HK$37,881,000), mainly 
due to improvement in profit margin as a result of increased selling price in most of the 
markets and change of product mix sold, partly offset by increase in advertising and 
promotional expenses during the period.

Property investment

Revenue for this segment decreased by 3.1% to HK$5,223,000 (2014: HK$5,392,000). 
This change mainly represented decreased average exchange rate in translating rental 
income derived in the United Kingdom.

Net revaluation deficit in respect of the Group’s investment properties of HK$1,590,000 
(2014: surplus of HK$7,533,000) was recognised for the period, of which a deficit of 
HK$2,360,000 was related to the UK Properties. Due to a buyer failed to complete 
and execute the sale and purchase agreement for the proposed disposal of the UK 
Properties, the Group was entitled to forfeit the deposit of HK$18,686,000 (equivalent to 
GBP1,445,000) which was recognised as other income in 2014.

As a result, the segment profit decreased by 91.0% to HK$2,779,000 (2014: 
HK$30,935,000). By excluding from the segment result the unrealised fair value 
changes of financial assets at fair value through profit or loss and of investment 
properties (the “Underlying Segment Result”), and the items that are non-recurring 
in nature (the “Underlying Recurring Segment Result”), the Underlying Segment 
Result and the Underlying Recurring Segment Result respectively decreased by 81.3% 
to HK$4,369,000 (2014: HK$23,402,000) and by 8.5% to HK$4,369,000 (2014: 
HK$4,773,000).

Treasury investment

Revenue derived from this segment decreased by 4.0% to HK$553,000 (2014: 
HK$576,000), primarily due to holding less debt securities during the period. The 
segment profit decreased to HK$332,000 (2014: HK$1,119,000), mainly attributable 
to less gain on foreign currency transactions, partly offset by improved unrealised fair 
value changes and realised gain on listed investments.

The Underlying Segment Result and also the Underlying Recurring Segment Result was 
a profit of HK$522,000 (2014: HK$1,455,000).

Finance costs

The decrease in finance costs of HK$87,000 (12.4%) to HK$617,000 was mainly due to 
lower average bank loan balances during the period.

Taxation

There was an increase in taxation of HK$713,000 to HK$6,795,000 for the period, 
principally due to increased taxable operating profits of subsidiaries in Hong Kong for 
the period.
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FINANCIAL RESOURCES AND TREASURY POLICIES

The Group continues to adhere to prudent treasury policies. Gearing ratio (interest-
bearing borrowings divided by total shareholders’ funds) as at 30 June 2015 was 6.1% 
(31 December 2014: 7.0%). Total bank borrowings of the Group amounted to HK$37.8 
million (31 December 2014: HK$43.8 million), mainly denominated in Pound Sterling, 
United States Dollars and Hong Kong Dollars with floating interest rates.

Current ratio (current assets divided by current liabilities) was 1.37 as at 30 June 2015 
(31 December 2014: 1.57). The Group holds sufficient cash, marketable securities on 
hand and available banking facilities to meet its short-term liabilities, commitments and 
working capital demand.

EXCHANGE RATE EXPOSURES

Most of the Group’s business transactions were conducted in Hong Kong Dollars and 
United States Dollars. Certain rental income is derived in the United Kingdom and 
denominated in Pound Sterling. As at 30 June 2015, the Group’s debt borrowings 
were mainly denominated in Pound Sterling, United States Dollars and Hong Kong 
Dollars. The Group also had equity and debt securities and dual currency investments 
denominated in foreign currencies.

The Group considers there is no significant exposure to foreign exchange fluctuations 
for United States Dollars as long as the Hong Kong-United States dollar exchange rate 
remains pegged. Other than United States Dollars whose exchange rate with Hong Kong 
Dollars remained relatively stable during the period, the Group’s foreign exchange 
exposure relating to investments in overseas securities, dual currency investments and 
bank balances as at 30 June 2015 were approximately HK$45.1 million (31 December 
2014: HK$30.9 million) in total, or about 5.6% (31 December 2014: 4.1%) of the 
Group’s total assets. The Group was also exposed to foreign exchange rate changes (net 
of the underlying debts borrowings) of approximately HK$159.5 million (31 December 
2014: HK$159.5 million) relating to carrying amount of the properties investments in the 
United Kingdom.

PLEDGE OF ASSETS

As at 30 June 2015, certain of the Group’s leasehold land and buildings, investment 
properties, bank deposits and securities with an aggregate carrying value of 
approximately HK$364.2 million (31 December 2014: HK$364.0 million) were pledged 
to secure banking facilities granted to the Group to the extent of HK$105.3 million (31 
December 2014: HK$105.9 million), of which HK$37.8 million (31 December 2014: 
HK$43.8 million) were utilised as at 30 June 2015.
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HUMAN RESOURCES

As at 30 June 2015, the Group had a total of 95 (31 December 2014: 96) employees. 
Remuneration packages of employees and directors are reviewed annually and 
determined by reference to market pay and individual performance. In addition to 
salary payments, the Group also provides other employment benefits including medical 
allowance and educational subsidies to eligible employees.

OUTLOOK

Weak retail performance in Hong Kong as a result of less inbound tourists may affect 
the sales of Hoe Hin Products for the rest of the year and weaker Yuan may further put 
off mainlanders from travelling Hong Kong. Weaker Asian currencies will impact on 
less purchasing power for imported goods in Southeast Asia which may also affect the 
sales in this region. With no significant rent review in 2015, rental income is expected to 
be steady. In view of uncertainties over the United States interest rate hike and weaker 
Yuan that would have consequential effect in foreign currencies in which certain of our 
treasury investments are denominated, prudent strategy will be adopted for treasury 
investment and liquidity.

SECOND INTERIM DIVIDEND

The directors resolved to declare a second interim dividend of HK2.1 cents per share 
in respect of the year ending 31 December 2015 (31 December 2014: HK2.5 cents 
per share) payable to the shareholders on the register of members of the Company on  
7 October 2015. The second interim dividend will be dispatched to the shareholders on 
or about 11 December 2015.

CLOSING OF REGISTER OF MEMBERS

The register of members will be closed from Monday, 5 October 2015 to Wednesday, 
7 October 2015, both days inclusive, during which no transfer of shares will be 
registered. In order to qualify for the second interim dividend, all completed transfer 
forms accompanied by the relevant share certificates must be lodged with the Company’s 
Hong Kong share registrar, Tricor Standard Limited at Level 22, Hopewell Centre, 183 
Queen’s Road East, Hong Kong not later than 4:30 p.m. on Friday, 2 October 2015.

PURCHASE, SALE OR REDEMPTION OF COMPANY’S LISTED SECURITIES

During the period, there were no purchase, sale or redemption by the Company, or any 
of its subsidiaries, of the Company’s listed shares.

CORPORATE GOVERNANCE

The Company has adopted the Corporate Governance Code (“CG Code”) as set out in 
Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange 
of Hong Kong Limited (the “Listing Rules”) as its own code on corporate governance 
practices.

The Company has complied with code provisions as set out in the CG Code for the six 
months ended 30 June 2015 except the following deviation:
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Code provision A.2.1 stipulates that the roles of Chairman and Chief Executive Officer 
should be separate and should not be performed by the same individual. Mr. Gan 
Wee Sean, the Chairman of the board of directors, was appointed as the acting Chief 
Executive Officer on 21 April 2008 and the Chief Executive Officer on 1 September 
2011. Although these two roles are performed by the same individual, certain 
responsibilities have been shared with the other executive director to balance the power 
and authority. In addition, all major decisions have been made in consultation with 
members of the board as well as senior management. The board has three independent 
non-executive directors who offer different independent perspectives. Therefore, the 
board is of the view that there is adequate balance of power and safeguards in place. The 
board would review and monitor the situation on a regular basis and would ensure that 
the present structure would not impair the balance of power in the Company.

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 to the Listing Rules as its 
own code of conduct regarding directors’ securities transactions. Having made specific 
enquiry of all directors, the directors have confirmed compliance with the required 
standard set out in the Model Code during the six months ended 30 June 2015.

AUDIT COMMITTEE

The audit committee of the Company comprises the three independent non-executive 
directors of the Company, and meets at least twice each year. The interim financial 
report of the Company for the six months ended 30 June 2015 has been reviewed by 
the audit committee. At the request of the directors, the interim financial information 
has also been reviewed by the Company’s auditor, Mazars CPA Limited, 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 HKICPA 
and an unmodified review report has been issued, which will be included in the interim 
report.

BOARD OF DIRECTORS

As at the date of this announcement, the Board of the Company comprises: (i) two 
executive directors, namely Messrs. Gan Wee Sean and Gan Fock Wai, Stephen; and (ii) 
three independent non-executive directors, namely Ms. Ada Wong Ying Kay, Mr. Arnold 
Ip Tin Chee and Mr. Lawrence Leung Man Chiu.

By Order of the Board
Pak Fah Yeow International Limited

Gan Wee Sean
Chairman

Hong Kong, 26 August 2015

*  For identification purpose only


