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The Luk Hoi Tong Company, Limited
NOTICE OF
ANNUAL GENERAL MEETING

EEBHRA S
KRREFEFSERESE

NOTICE IS HEREBY GIVEN that the Annual General
Meeting of Members of the Company will be held at
Canton Room, Ist Floor, Gloucester Luk Kwok Hong
Kong, 72 Gloucester Road, Wanchai, Hong Kong on
Thursday, 25thJune, 2015 at 12:00 noon for the following
purposes :—

(1) To receive and consider the Financial Statements and
the Reports of the Directors and Auditors for the year
ended 31st December, 2014,

(2) Tore-elect Directors.
(3) To re-appoint Auditors.

A Member entitled to attend and vote at the Meeting is
entitled to appoint a proxy to attend and vote instead of
him. A proxy need not be a Member of the Company. The
instrument of appointing a proxy shall be deposited at the
registered office of the Company not less than 48 hours
before the time for holding the meeting at which the person
or persons named in such instrument propose to vote.

By Order- of the Board

CHAN PAK KI

Chairman

Hong Kong, 26th May, 2015
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The Luk Hoi Tong Company, Limited
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The Luk Hoi Tong Company, Limited
DIRECTORS' REPORT

The directors have pleasure in submitting to shareholders their report and financial statements for the year ended 3 1st
December, 2014.

PRINCIPAL ACTIVITIES

The principal activities of the company relate to the operation of its branches and subsidiaries.

The group is primarily engaged in property investment and the operation of hotel and restaurant businesses.

ACCOUNTS HK$
The group profit for the year :
Profit before taxation 1,019,692,898
Less : Income tax expense (47,579,140)
972,113,758
Less : Profit attributable to non-controlling shareholders (5,029,223)
967,084,535
To which must be added the balance brought forward from the previous year 8.991.326.862
Making available for appropriation 9,958,411,397
Which the directors recommend be dealt with as follows :
Pay a dividend of HK$1,100 per share subsequent to 31st December, 2014 262,368,100
Provide for the distributions specified in article 117 of the company's
articles of association 95,336,281
Leave to be carried forward 9,600,207,016

9,958,411,397

These recommendations have been incorporated in the financial statements.

PROPERTY,PLANTAND EQUIPMENT AND INVESTMENT PROPERTIES
Movements in property, plant and equipment and investment properties during the year are given in notes (11) and (12)
on the financial statements.

RESERVES

Movements in the reserves of the company and the group during the year are given in note (30) on the financial statements.

DIRECTORS
In accordance with article 87 of the company's articles of association, the following directors retire and, being eligible,
offer themselves for re-election: —
CHAN CHEE FU CHAN CHI CHIU CHAN PAK JOE
CHEN YUE HSING, ELMER CHAN HOK TAK, PAUL CHAN CHUNG FAN, CLIFFORD
CHAN TAT KWONG, DARRELL ~ CHAN LEON
No contracts of significance to which the company or its subsidiaries was a party and in which a director of the company
had a material interest subsisted at the end of the year or at any time during the year.
At no time during the year was the company or its subsidiaries a party to any arrangements to enable the directors of the
company to acquire benefits by means of the acquisition of shares in or debentures of the company or any other body
corporate.

- MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the company were entered into orexisted during the year.

AUDITORS
The financial statements have been audited by Messrs. Li, Tang, Chen & Co., who retire but, being eligible,
offer themselves for re-appointment.

CHAN PAK Kl
Hong Kong, 19th May, 2015 Chairman
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The Luk Hoi Tong Company, Limited
BALANCE SHEET As at31st December, 2014

2014 2013
HK$ HK$ HK$ HKS$
NON-CURRENT ASSETS
Property, plant and equipment — Note (117) 14,086,838 10,388,292
Investment property — Note (12) 6,987,000,000 6,795,000,000
Interest in subsidiaries — Note (15) (1,377,503,144) (1,431,390,628)
Interest in associates — Note (16) 52,261,539 51,979,718
Available-for-sale financial assets — Note (17) 8,012,518 8,682,209
5,683,857,751 5,434,659,591

CURRENT ASSETS
Inventories — Note (18) 1,203,283 1,203,882
Other loan — Nore (20) 8,000,000 8,000,000
Debtors, deposits and prepayments — Note (21) 11,754,531 14,118,329
Pledged fixed deposits — Notes (22) & (31) - 16,975,151
Bank balances and cash — Note (23) 353,308,649 345,394,163

374,266,463 385,691,525
CURRENT LIABILITIES
Amount due to a related company — Note (25) 5,466,363 4,472,278
Amounts due to directors — Note (26) 28,224,735 27,768,185
Deposits, creditors and accrued charges 166,170,689 183,514,791
Unclaimed dividends 57,259,870 52,713,980
Provision for staff compensation 100,000 100,000
Provision for distributions under article 117 95,336,281 80,970,933
Provision for long service payment 5,357,523 5,485,305
Provision for profits tax 5,408,470 _
Dividends 262,868,100 238,971,000

626,192,031 593,996,472
NET CURRENT LIABILITIES (251,925,568) (208,304,947)
TOTAL ASSETS LESS CURRENT LIABILITIES 5431,932,183 . 5,226,354,644
NON-CURRENT LIABILITY
Deferred tax liability — Note (14) 14,453,130 -
NET ASSETS 5,417,479,053 5,226,354,644
CAPITAL AND RESERVES
Share capital — Nore (28) 1,194,855 1,194,855
Reserves — Nore (30) 5,416,284,198 5,225,159,789

5,417,479,053 5,226,354,644

The financial statements on pages 6 to 94 were approved and authorised for issue by the board of directors on 19th May, 2015

CHAN PAK KI CHEN PARK KUEN

Director Director
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The Luk Hoi Tong Company, Limited

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the Year Ended 31st December, 2014

Turnover — Note (6)
Cost of sales
Gross profit
Other income and gain — Note (6)
Increase in fair value of investment properties
Impairment loss on interest in a subsidiary written back
Impairment loss on interest in a subsidiary
Unclaimed dividends written back
Unclaimed commission for promoters written back
Administrative expenses
Profit before taxation — Note (8)
Income tax expense — Note (9)(a)
Profit for the year — Note (30)
Other comprehensive (loss)/income
Items that may be reclassified subsequently to profit or loss
Available-for-sale financial assets:
— fair value change during the year

Other comprehensive (loss)/income for the year

Total comprehensive income for the year

2014 2013
HK$ HK$
354,300,655 343,617,283
(33,425,743) (21,057,006)
320,874,912 322,560,277
171,172,749 105,321,025
193,903,659 18,017,107
- 339,075
(10,025) -
3,753,581 4,133,800
1,940,000 375,000
(116,386,093) (108,845,446)
575,248,783 341,900,838
(24,853,130) -
550,395,653 341,900,838
(1,066,863) 280,816
(1,066,863) 280,816
549,328,790 342,181,654
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The Luk Hoi Tong Company, Limited and its Subsidiaries
CONSOLIDATED BALANCE SHEET As at31st December, 2014

NON-CURRENT ASSETS

Property, plant and equipment — Note (11)
Investment properties — Note (12)

Interest in associates — Note (16)
Available-for-sale financial assets — Note (17)
Deferred tax assets — Note (14)

CURRENT ASSETS

Inventories — Note (18)

Properties held for resale — Note (19)

Other loan — Note (20)

Debtors, deposits and prepayments — Note (21)
Tax recoverable — Note (3)(p)

Pledged fixed deposits — Notes (22) & (31)
Bank balances and cash — Note (23)

CURRENT LIABILITIES

Amount due to a related company — Note (25)
Amounts due to directors — Note (26)
Deposits, creditors and accrued charges — Note (27)
Borrowing — Note (24)

Unclaimed dividends

Provision for staff compensation

Provision for profits tax

Provision for distributions under- article 117
Provision for long service payment

Dividends

NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITES
Deferred tax liabilities — Note (74)
Premium payable on renewal of government leases

NET ASSETS

CAPITAL AND RESERVES

Share capital — Note (28)

Treasury shares — Note (29)

Reserves — Note (30)

Equity attributable to equity holders of the parent
Non-controlling interests

2014

HK$

4,251,168
131,010
8,000,000
37,620,005
781,639
1,634,454
659,591,113
712,009,389

5,466,363
28,224,735
268,341,396
44,100,000
57,259,870
100,000
7,526,923
95,336,281
13,279,986
262,868,100
782,503,654

42,958,597

27,363

HKS$
1,742,541,314
11,172,617,578
52,651,556
119,360,871
540213
13,087,711,532

13,017,217,267

42,985,960

12,974,231,307

1,194,855
(22,274,904)
12,924,277,221

12,903,197,172

71,034,135

12,974,231,307

(70,494,265)

2013
HK$ HKS$

1,835,358,680

10,537,245,723

53,146,510

124,103,437

749,452

12,550,603,802
3,885,992
131,010
8,000,000
33,810,660
7,740,609
18,589,690
578,829,633
650,987,594
4,472,278
27,768,185
269,813,698
44,100,000
52,713,980
100,000
1,526,221
80,970,933
13,436,290
238,971,000
TSI

(82,884,991)

12,467,718,811
26,388,160
28,131

26,416,291

12,441,302,520

1,194,855
(22,274,904)
12,395,027,657
12,373,947,608
67,354,912

12,441,302,520

The financial statements on pages 6 to 94 were approved and authorised for issue by the board of directors on 19th May, 2015

CHAN PAK KI1

Director

CHEN PARK KUEN

Director
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The Luk Hoi Tong Company, Limited and its Subsidiaries
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME For the Year Ended 3!st December, 2014

Turnover — Note (6)
Cost of sales
Gross profit
Other income and gain — Note (6)
Increase in fair value of investment properties
Gain on disposal of investment properties
Unclaimed dividends written back
Unclaimed commission for promoters written back
Selling and administrative expenses
Finance costs — Note (7)
Share of results of associates
Profit before taxation — Note (8)
Income tax expense — Note (9)(a)
Profit for the year
Other comprehensive (loss)/income
Items that will not be reclassified to profit or loss
(Loss)/gain on revaluation of property, plant and equipment

Items that may be reclassified subsequently to profit or loss
Available-for-sale financial assets:
— fair value change during the year
Translation loss arising on consolidation of foreign subsidiaries

Other comprehensive (loss)/income for the year
Total comprehensive income for the year
Profit for the year attributable to:

Equity holders of the parent

Non-controlling interests
Total comprehensive income attributable to:

Egquity holders of the parent
Non-controlling interests

12

2014 2013

HK$ HK$
638,036,835 615,219,197
(72,170,904) (55,938,892)
565,865,931 559,280,305
40,386,244 36,419,182
625,034,174 60,041,154
3,792,585 308,662
3,753,581 4,133,800
1,940,000 375,000
(225,022,721) (219,724,929)
(888,785) (801,886)
4,831,889 3,836,523
1,019,692,898 443,867,811

(47,579,140) (21,704,949)
972,113,758 422,162,862
(60,206,470) 63,698,839
(8,163,023) 3,757,597
(11,261,097) (9,043,240)
(19,424,120) (5,285,643)
(79,630,590) 58,413,196
892,483,168 480,576,058
967,084,535 417,713,021
5,029,223 4,449,841
972,113,758 422,162,362
887,453,945 476,126,217
5,029,223 4,449,841
892,483,168 480,576,058
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The Luk Hoi Tong Company, Limited and its Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS  For the Year Ended 31st December, 2014

OPERATING ACTIVITIES

Profit before taxation
Adjustments for:
Share of results of associates
Increase in fair value of investment properties
Depreciation
Interest income
Dividend income
Interest expenses
Bad debts written off
Property, plant and equipment written oft
Loss on disposal of property, plant and equipment
Provision for long service payment written back
Gain on disposal of investment properties
Unclaimed commission for promoters written back
Unclaimed dividends written back
Increase in inventories
(Increase)/decrease in debtors, deposits and prepayments
Decrease/(increase) in pledged fixed deposits
Increase/(decrease) in amount due to a related company
Increase/(decrease) in amounts due to directors
Decrease in other loan
Increase in deposits, creditors and accrued charges
Cash generated from operations
Long service payment (paid)/refunded
Interest paid
Tax paid
Net cash generated from operating activites

14

2014 2013
HK$ HK$
1,019,692,898 443,867,811
(4,831,889) (3,836,523)
(625,034,174) (60,041,154)
45,319,781 46,972,646
(5,487,634) (3,598,399)
(6,115,335) (5,773,600)
888,785 801,886
1,202,517 20,300
23,538 -
42,398 -
(53,206) (310,161)
(3,792,585) (308,662)
(1,940,000) (375,000)
(3,753,581) (4,133,800)
(365,176) (789,294)
(4,274,714) 1,530,712
16,955,236 (1,043,341)
994,085 (537,254)
456,550 (438,881)
- 1,000,000
5,779,493 15,835,376
435,706,987 428,842,662
(103,098) 14,147
(888,785) (801,886)
(17,949,354) (20,010,034)
416,765,750 408,044,889
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The Luk Hoi Tong Company, Limited and its Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS  For the Year Ended 31st December, 2014

INVESTING ACTIVITIES

Interest received

Dividend received

Purchase of investment properties

Purchase of property, plant and equipment

Repayment from available-for-sale financial assets
(Payment)/addition of premium on renewal of government leases
Repayment from associates

Proceeds from disposal of investment properties

Proceeds from disposal of property, plant and equipment

Net cash used in investing activities

FINANCING ACTIVITIES
Dividend paid
Distribution paid under article 117

Interest and dividend paid to non-controlling interests in a subsidiary
Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
EFFECT OF FOREIGN EXCHANGE RATE CHANGE

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF THE BALANCE OF CASH AND
CASH EQUIVALENTS

Time deposits with banks
Bank balances and cash

16

2014 2013
HK$ HK$
5,487,634 3,598,399
1,712,264 1,657,647
(23,847,621) (15,995,689)
(12,792,820) (9,462,172)
245,467 496,668
(768) 2,178
5,326,843 4,595,023
3,793,703 343,890
18,000 —
(20,057,298) (14,764,056)
(230,671,529) (206,987,240)
(80,970,933) (70,801,045)
(1,350,000) (1,200,000)
(312,992,462) (278,988,285)
83,715,990 114,292,548
578,829,633 466,520,611
(2,954,510) (1,983,526)
659,591,113 578,829,633
525,480,635 468,202,222
134,110,478 110,627,411
659,591,113 578,829,633
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5,487,634 3,598,399
1,712,264 1,657,647
(23,847,621) (15,995,689)
(12,792,820) (9,462,172)
245,467 496,668
(768) 2,178
5,326,843 4,595,023
3,793,703 343,890
18,000 -
(20,057,298) (14,764,056)
(230,671,529) (206,987,240)
(80,970,933) (70,801,045)
(1,350,000) (1,200,000)
L S12992460) | (278,988,285)
83,715,990 114,292,548
578,829,633 466,520,611
(2,954,510) (1,983,526)
659,591,113 578,829,633
525,480,635 468,202,222
134,110,478 110,627,411
659,591,113 578,829,633
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The Luk Hoi Tong Company, Limited and its Subsidiaries
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the Year Ended 31st December, 2014

Asset Investment Exchange Non-
Share General Retained Capital revaluation revaluation fluctuation  Share Treasury controlling
capital reserve profits reserve reserve reserve reserve  premium_ shares Total interests Total
HKS$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HKS$
Balance at Ist January, 2013 1,194,855 11,000,000 8,893,555,774  1,332,208.463 1,897,708,191 26,016,412 31,081,153 47.273,380 (22,274,904) 12,217,763,324 64.105,071 12,281,868,395
Total comprehensive income
for the year - — 417,713,021 — 63,698,839 3,757,597 (9.843,240) — — 476,126,217 4,449,841 480,576,058
Commission payable out of profits of
the company under article 117
Promoters — — (32,388,373) — — — — — — (32,388,373) — (32,388,373)
Directors — — (48,582,560) — — — — — — (48,582,560) — (48,582,560)
Dividends — — (238,971,000) — — — — — — (238.971,000) (1,200,000) (240,171,000)
Balance at 31st December, 2013
and Ist January, 2014 1,194,855 11,000,000 8.991,326,862 1,332,208,463 1,961,407,030 29,774,009 22,037,913 47,273,380 (22,274,904) 12,373,947,608 67,354,912 12,441,302,520
Total comprehensive income
for the year — — 967,084,535 — (60,206,470)  (8,163,023) (11,261,097) — — 887,453,945 5,029,223 892,483,168
Commission payable out of profits of
the company under article 117:
Promoters — — (38,134,512) — — — — —_ — (38.134,512) — (38,134,512)
Directors — — (57,201,769) — — — — — — (57,201,769) — (57,201.769)
Transfer of reserves —_ — —_ 47,273,380 — — — (47,273,380) — — —_ —_
Dividends —_ — (262.868.100) _ — — — - — — (262,868.1000 (1.350.0007 (264,218, 100)
Balance at 31st December, 2014 11,000,000 9,600,207,016 1,379,481,843 1,901,200,560 21,610,986 10,776,816 — (22,274,904) 12,903,197,172 71,034,135 12,974,231,307

1,194,855
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS Asat 31st December, 2014
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CORPORATE INFORMATION

The Luk Hoi Tong Company, Limited (“the company”) and its subsidiaries (together “the group”) are principally
engaged in property investment and the operation of hotel and restaurant businesses.

The company was a public limited liability company incorporated in Hong Kong. The address of its registered
office is 8/F., Luk Kwok Centre, 72 Gloucester Road, Wanchai, Hong Kong,

The financial statements are presented in Hong Kong dollars, which is the same as the functional currency of the
company.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)

The Hong Kong Institute of Certified Public Accountants (“HKICPA”) has issued a number of amendments to
HKFRSs and one new interpretation that are first effective for the current accounting period of the group. The
directors of the company consider that none of those developments are relevant to the group’s results and financial
position.

The group has not applied any new standard or amendment that is not yet effective for the current accounting

period (see note 37).



- REAEH

BRI AIRANR [ANE | RAMBAR (5 [ AEE)) ZEEREASERIRE - C8HE R ¥
o

FAFITHEMBLZ A RAREEAA o A0 A ZFE M-SR FEEFELIEL 258 - <
B e Lo A o

FEEHRF TR » TR AL B R TR -

 BRAVET T RASBRT ER MR EER

FHEGRHIA GIRMLSIER T R —HASERT 2 BB IRE ER] W% EATE AR EE T2 &vHakE b
AR AT HLR TR o A0 F] 3 B30 4 b % Y HI S A S ) F) 3600 R BA TSR T A B o

AR BN A BR R A & w0 e o A B AT A T M B (R = +B)

21



The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS As at 31st December, 2014

3.

22

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are set out

below. These policies have been consistently applied to all the periods presented, unless otherwise stated.

(a) Basis of preparation:

(b)

@

(ii)

The financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs™) (which also include Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong. These financial statements aslo comply with
the applicable requirements of the Hong Kong Companies Ordinance, which for this financial year
and the comparative period continue to be those of the predecessor Hong Kong Companies Ordinance
(Cap. 32), in accordance with transitional and saving arrangements for Part 9 of the new Hong Kong
Companies Ordinance (Cap. 622), “Accounts and Audit”, which are set out in sections 76 to 87 of
Schedule 11 to that Ordinance. The financial statements have been prepared under the historical cost
convention except that hotel and restaurant properties, investment properties and available-for-sale
financial assets are stated at fair value.

The preparation of financial statements in conformity with HKFRSs requires management to make
judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenditure. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which formthe basis of making the judgments about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future

periods.

Basis of consolidation:

The consolidated financial statements include the financial statements of the company and its subsidiaries

(collectively referred to as the “group” ) for the year ended 31st December, 2014. The financial statements

of the subsidiaries are prepared for the same reporting period as the company, using consistent accounting

policies. The results of subsidiaries are consolidated from the date of acquisition, being the date on which

the group obtains control, and continue to be consolidated until the date that such control ceases. All intra-
group balances, transactions, unrealised gains and losses resulting from inwa-group transactions and dividends
are eliminated on consolidation in full.

Non-controlling interests represent the interests of outside shareholders not held by the group in the results
and net assets of the company’s subsidiaries.

Losses within a subsidiary are attributed to the non-controlling interest even if that results in a deficit balance.
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS As at 31st December, 2014
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(c)

(d)

Property, plant and equipment:

Property, plant and equipment are stated at cost or fair value less subsequent accumulated depreciation and

accumulated impairment losses.

Depreciation is provided to write off the cost or fair value of items of property, plant and equipment over
their estimated useful lives and after taking into account of their estimated residual value on the reducing
balance method, using the following rates per annum:

Hotel and restaurant properties over the unexpired lease term
Leasehold improvements, furniture and fixtures

and other plant and machinery 20%
Motor vehicles 20%

The land and buildings elements of a lease of land and buildings are considered separately for the purposes
of lease classification, unless the lease payments cannot be allocated reliably between the land and buildings
elements, in which case, the entire lease is generally treated as a finance lease.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continuing use of the asset. Any gain or loss arising on derecognition of the
asset (calculated as the difterence between the net disposal proceeds and the carrying amount of the item) is
included in profit or loss in the year in which the item is derecognised.

Investment properties:

On initial recognition, investment properties are measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition, investment properties are measured using the fair value model.
Gains or losses arising from changes in the fair value of investment property are included in profit or loss for
the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use or no future economic benefits are expected from its disposals. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the year in which the item is derecognised.
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS Asat 31st December, 2014
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(e)

)

(8)

Subsidiaries:

A subsidiary is an entity controlled by the company. The company controls an entity when it is exposed, or
has rights, to variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity.

The company’s investments in a subsidiary is sated at cost less any impairment losses. The result of the
subsidiary is accounted for in the company’s profit or loss to the extent of dividend received and receivable.

Associates:

Associates are all entities over which the group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for by the equity method of accounting and are initially recognised at cost. The group’s investment
in associates includes goodwill (net of any accumulated impairment loss) identified on acquisition.

The results and assets and liabilities of associates are incorporated in these financial statements using the
equity method of accounting. Under the equity method, investments in associates are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition changes in the group’s share of the profit or loss and of
changes in equity of the associate, less any identified impairment loss. When the group’s share of losses of
an associate equals or exceeds its interest in that associate, the group discontinues recognising its share of
further losses. An additional share of losses is provided for and a liability is recognised only to the extent
that the group has incurred legal or constructive obligations or made payments on behalf of that associate.

Where a group entity transacts with an associate of the group, profits and losses are eliminated to the extent
of the group’s interest in the relevant associate.

Goodwill:

Goodwill represents the excess of the cost of acquisition over the group’s interest in the net fair value of
identifiable assets of the acquired subsidiary company at the date of acquisition.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to cash-generating
units and is tested annually for impairment. The carrying amount of goodwill is included in the carrying
amount of the interest in a subsidiary and the investment as a whole is tested for impairment whenever there
is objective evidence of impairment.

Any excess of the group’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities of the acquired subsidiary company over the cost of acquisition is recognised immediately in
profit or loss.

On disposal of a cash generating unit, or a subsidiary during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or loss on disposal.
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS Asat 31st December, 2014
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(h) Loansand receivables:

(i)

()

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Ateach balance sheet date subsequent to initial recognition, loans and receivables
(including trade receivables) are carried at amortised cost using the effective interest method, less any identitied
impairment losses. An impairment loss is recognised in profit or loss when there is ob jective evidence that
the asset is impaired, and is measured as the difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the original effective interest rate. Impairment losses
arereversedin subsequent periods when an increase in the asset’s recoverable amount can be related objectively
to an event occurring after the impairment was recognised, subject to a restriction that the carrying amount
of the asset at the date the impairment is reversed does not exceed what the amortised cost would have been
had the impairment not been recognised.

Available-for-sale financial assets:

Available-for-sale financial assets are non-derivattves that are either designated or not classified as any of
the other categories. At each balance sheet date subsequent to initial recognition, available-for-sale financial
assets are measured at fair value. Changes in fair value are recognisedin equity, until the financial asset is
disposed of or is determined to be impaired, at which time, the cumulative gain or loss previously recognised
in equity is removed from equity and recognised in profit or loss. Any impairment losses on available-for-
sale financial assets are recognised in profit or loss. Impairment losses on available-for-sale equity investments
will not reverse in subsequent periods. For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the investment can be objectively related to an event
occurring after the recognition of the impairment loss.

For available-for-sale equity investments that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured and derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they are measured at cost less any identified impairment
losses at each balance sheet date subsequent to initial recognition. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is impaired. The amount of the impairment loss is
measured as the difference between the carrying amount of the asset and the present value of the estimated
future cash flows discounted at the current market rate of return for a similar financial asset. Such impairment
losses will not reverse in subsequent periods.

Inventories:

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a first-in, first-out
basis and includes all costs of purchases, costs of conversion and other incurred in bringing the inventories
to their present location and condition. Net realisable value is based on the estimated selling price less any
further costs expected to be incurred to disposal.
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(k)

)

(m)

(n)

(0)

Trade and other receivables:

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment of trade
and other receivables is established when there is ob jective evidence that the group will not be able to collect
all amounts due according to the original terms of receivables. The amount of the provision is the difference
between carrying amount of the asset and the present value of estimated future cash flow, discounted at the
effective interest rate. The amount of the provision is recognised in profit or loss.

Properties held for resale:

Properties held for resale are stated at the lower of cost and net realisable value. Net realisable value is
determined by reference to sale proceeds received after the balance sheet date less selling expenses, or by
management estimates based on prevailing market condition.

Costs of properties include acquisition costs, development expenditure, interests and other direct costs
attributable to such properties.

Premium on renewal of government leases:

Premiums are payable to The Government of the Hong Kong Special Administrative Region by series of
annual instalments with interest at 5% per annum on five individual pieces of land owned by two subsidiaries
with the last instalments fall due in 2041.

Treasury shares:

On consolidation, the shares in the company held by a subsidiary, Benefit Asia Limited (“Benefit Asia”)
have been accounted for using the treasury stock method whereby equity attributable to the equity holders of
the company is reduced by the carrying amount of the shares in the company held by Benefit Asia at the date
when Benefit Asia became the subsidiary of the group. On disposal of the shares in the compan y held by
Benefit Asia, consideration received is recognised directly in equity. The difference between the sale
consideration and the carrying amount of the shares disposed of is recognised in retained profits. No gain or
loss is recognised in profit or loss.

Impairment of assets:

At each balance sheet date, the group reviews the carrying amounts of its assets to determine whether there
is any indication that those assets have suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrrying amount, the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as income immediately.
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(p)

(a)

Taxation:
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported
in profit or loss because it excludes items of income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible. The group’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Tax recoverable represents the excess of provisional profits tax paid over the estimate tax liability.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax base used in the computation of taxable profit,
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporaty difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounﬁng profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries
and associates, except where the group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset realised. Deferred tax is recognised in profit or loss, except when it relates to items recognised in
other comprehensive income and directly inequity, in which case the deferred tax is also recognised in other
comprehensive income and directly in equity.

Borrowing costs:

All borrowing costs are recognised as and included in finance costs in profit or loss in the period in which
they are incurred.
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(r)

(s)

Foreign currency translation:

(i)

(t)

(iii)

Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency”).
The consolidated financial statements are presented in Hong Kong dollars, which is the company’s
functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in profit or loss.

Group companies

The results and financial position of all the group entities that have a functional currency different
from the presentation currency are translated into the presentation currency as follows:

(a) assets and liabilities for each balance sheet presented are translated at the closing rate at the date
of that balance sheet;

(b) income and expenses for each profit or loss are translated at average exchange rates (unless this
average is not areasonable approximation of the cumulative effect of the rates prevailing on the
wansaction dates, in which case income and expenses are translated at the dates of the transactions);
and

(c) all resulting exchange differences are recognised as a separate component of equity.

Revenue recognition:

(i)
(ii)

(iii)
(iv)

(v)

Rental income is recognised on a straight-line basis over the period of the respective leases.

Income from hotel operations, advertising, telephone calls, management fee and service charges is
recognised at the time when the services are provided.

Receipts from restaurant operations is recognised upon the delivery of food and beverages to customers.

Interest income is accrued, on a time proportion basis, taking into account the principal outstanding
and the effective rate applicable.

Dividend income is recognised when the shareholders’ right to receive payment has been established.
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(1)

(u)

(v)

(w)

Operating lease:

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessor) are expensed or credited in profit or loss on a straight-line basis over the period of the lease.

Related parties:
(a) A person or a close member of that person’s family is related to the group if that person:

(i) has control or joint control over the group;
(ii) has significant influence over the group; or

(iii) is a member of the key management personnel of the group or the group’s parent;
(b)  An entity is related to the group if any of the following conditions applies:

(i) theentity and the group are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others).

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

(iii) both entities are joint ventures of a same third party.
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity.

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

(vi) theentity is controlled or jointly controlled by a person identified in (a).

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

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

Cash and cash equivalents:

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid investments which are readily convertible into
known amounts of cash and which are subject to an insigniticant risk of changes in value, and have a short
maturity of generally within three months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the group’s cash management.

Retirement benefits scheme:

The group operates a defined contribution mandatory provident fund retirement benefits scheme (the “MPF
scheme”) under the Mandatory Provident Fund Schemes Ordinance, for those employees who are eligible to
participate in the MPF scheme. Contributions are made based on a percentage of the employees’ basic
salaries and are charged to profit or loss as they become payable in accordance with the rules of the MPF
scheme. The assets of the MPF scheme are held separately from those of the company in an independently
administered fund. The group’s employer contributions vest fully with the employees when contributed into
the MPF scheme.
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FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the catergories of financial instruments as at the balance sheet date are as follows:

Financial assets

The Company:

2014 2013
Available-for-sale Loan and Available-for-sale Loan and
financial assets receivables Total financial assets receivables Total
HK$ HK$ HK$ HK$ HK$ HK$
Available-for-sale financial assets 8,012,518 — 8,012,518 8,682,209 — 8.682,209
Other loan — 8,000,800 8,000,000 — 8.000,000 8,000,000
Debtors and deposits — 10,678,348 10,678,348 — 13,837,031 13,837,031
Pledged fixed deposits — — — — 16,975,151 16,975,151
Bank balances and cash — 353,308,649 353,308,649 — 345,394,163 345,394,163
8,012,518 371,986,997 379,999,515 8,682,209 384,206,345 392,888,554
The Group:
2014 2013
Available-for-sale Loan and Available-for-sale Loan and
financial assets receivables Total financial assets receivables Total
HK$ HK$ HK$ HK$ HK$ HK$
Available-for-sale financial assets 119,360,871 — 119,360,871 124,103,437 — 124,103,437
Other loan — 8,000,000 8,000,000 — 8,000,000 8,000,000
Debtors and deposits — 35653490 35653490 - 33,041,426 33,041,426
Pledged fixed deposits — 1,634,454 1,634,454 — 18,589,690 18,589,690
Bank balances and cash — 659,591,113 659,591,113 — 578,829,633 578,829,633
119,360,871 824,239,928 124,103,437 638,460,749 762,564,186

Financial liabilities

The Company:

Amount due to a related company
Amount due to directors

Deposits, creditors and accrued charges
Unclaimed dividends

Dividends

The Group:

Amount due to a related company
Amount due to directors

Deposits, creditors and accrued charges
Unclaimed dividends

Dividends

Borrowing

704,879,857

Financial liabilities at amortised cost

2014 2013
HK$ HKS
5,466,363 4,472,278
28224735  27.768,185
166,170,689 183,514,791
57,259870 52,713,980
262,868,100 238,971,000
519,989,757 507,440,234

Financial liabilities at amortised cost

2014 2013

HK$ HK$
5,466,363 4,472,278
28,224,735 21,768,185
268,341,396 269,813,698
57,259,870 52,713,980
262,868,100  238.971,000
44,100,000 44,100,000
666,260,464 637,839,141
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The group’s principal financial instruments comprise available-for-sale financial assets, other loan, debtors, pledged
fixed deposits, bank balances and cash, borrowing and creditors. The risks associated with these financial instruments
and the policies on how to mitigate these risks are set out below.

The management manages and monitors these exposures to ensure appropriate measures are implemented on a
timely and effective manner.

(a) Credit risk:
The group’s maximum exposure to credit risk in the.event that the ceunterparties failure to perform their
obligations as at 31st December, 2014 in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet.

(i)  Credit risk in accounts receivable

In order to minimise the credit risk, the management of the group has monitored procedures to ensure
that follow-up action is taken to recover overdue debts. In addition, the group reviews the recoverable
amount of each individual debt at each balance sheet date to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard, the directors of the group consider that group’s
credit risk is significantly reduced.

(i1))  Financial credit risk

The group invests cash and cash equivalents with various financial institutions and is exposed to
credit risk with these counterparties. The credit risk on liquid funds is limited because the counterparties
are reputable and have strong credit rating banks.
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(b) Liquidity risk:
The group’s policy is to regularly monitor its liquidity requirements and its compliance with lending covenants,
to ensure that it maintains sufficient reserves of cash and readily realisable marketable securities and adequate
committed lines of funding from major financial institutions to meet its liquidity requirements in the short and
longer term.

The following tables detail the remaining contractual maturities at the balance sheet date of the group’s and the
company’s non-derivative financial liabilities, which are based on contractual undiscounted cash flows (including
interest payments computed using contractual rates or, if floating, based on rates current at the balance sheet
date) and the earliest date the group and the company can be required to pay:

The Company:
2014 2013
Total Total
contractual contractual
Carrying  undiscounted Within 1 year Carrying undiscounted Within 1 year
amount cash flow  or on demand amount  cash flow or on demand
HKS$ HK$ HK$ HK$ HK$ HK$
Amount due to a
related company 5,466,363 (5,466,363)  (5,466,363) 4472278 (4472,278)  (4,472,278)
Amounts due to
directors 28,224,735  (28,224,735) (28,224,735) 27,768,185 (27,768,185) (27,768,185)
Deposits, creditors
and accrued charges 166,170,689 (166,170,689) (166,170,689) 183,514,791 (183,514,791) (183,514,791)
Unclaimed dividends 57,259,870  (57,259,870) (57,259,870) 52,713.980 (52.713,980) (52,713,980)
Dividends 262,868.100 (262.868,100) (262,868,100)  238,971.000 (238,971,000} (238,971,000)
519,989,757 (519,989,757) (519,989,757) 507,440,234 (507,440,234) (507.440,234)
The Group:
2014 2013
Total Total
contractual contractual
Carrying  undiscounted Within 1 year Carrying undiscounted Within 1 year
amount cash flow or on demand amount cash flow  or on demand
HK$ HK$ HK$ HK$ HK$ HK$
Amount due to a
related company 5,466,363 (5,466,363)  (5,466,363) 4,472,278 (4472,278)  (4,472,278)
Amounts due to
directors 28,224,735  (28,224,735) (28.224,735) 27,768,185 (27,768,185) (27,768,185)
Deposits, creditors
and accrued charges 268,341,396 (268,341,396) (268,341,396) 269,813,698 (269.813,698) (269,813,698)
Unclaimed dividends 57,259,870  (57,259,870) (57,259,870) 52,713,980 (52.713,980) (52,713,980)
Dividends 262,868,100 (262,368,100) (262,868,100) 238,971,000 (238,97!,000) (238,971,000)
Borrowings 44,100,000  (44,327,592) (44.327.592) 44,100.000 (44,243,136) (44,243,136)

666,260,464  (666,488,056) (666,488,056) 637,839,141 (637,982,277) (637,982.277)
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©

Currency risk:

(M

(ii)

Forecast transactions

The group is exposed to currency risk primarily through recognised assets and liabilities that are
denominated in currencies other than the functional currency of the operations to which they relate.
The currencies giving rise to this risk are primarily Renminbi, United States dollars and Canadian

dollars.

Exposure to currency risk

The following table details thecompany’s and the group’s exposure at the balance sheet date to currency
risk arising from recognised assets and liabilities denominated in currencies other than the functional

currency of the entity to which they relate.

The Company:

2014 2013
Canadian United States Canadian United States
Dellars Renminbi Dollars Dollars Renminbi Dollars
Pledged fixed deposits - - - - 13,377,848 -
Bank balances and cash 3,845,558 13,850,537 286,654 3,517,171 - 286.637
3,845,558 13,850,537 286,654 3,517,171 13,377,848 286,637
The Group:
2014 2013
Canadian United States  Canadian United States
Dollars Renminbi Diollars Dollars Renminbi Dollars
Debtors, deposits and
prepayments 872,164 - - 610,299 - -
Pledged fixed deposits - - - - 13,377,848 -
Bank balances and cash 8,488,737 13,850,537 292,654 7,453,623 292,637
Deposits, creditors and
accrued charges (374,264) - - (349.563) - -
8,986,637 13,850,537 292,654 7,714,359 13,377,848 292,637
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(iii)  Sensitivity analysis

The following table indicates the approximate change in the group’s profit after tax (and retained
profits) in response to reasonably possible changes in the foreign exchange rates to which the group
has significant exposure at the balance sheet date.

The Group:
2014 2013
Increase/ Increase/
decrease in Effect on Effect on decrease in Effect on Effect on
foreign  profit after tax other foreign  profit after tax other
exchange and retained  components exchange  and retained components
rate profits of equity rate profits of equity
% HK$ HK$ % HK$ HK$
Canadian Dollars +-1%  +/- 501,692 +/-301,473 +-1%  +/- 469,153 +/-260,090
United States
Dollars +/-1% +/- 18,955 +/- 465 +-1% +/- 18949 +/- 465
Renminbi +-1% +/- 144,276 - +-1% +/- 142,860 -

The sensitivity analysis has been determined assuming that the change in foreign exchange rates had
occurred at the balance sheet date and that all other variables, in particular interest rates, remain
constant.

The stated changes represent management’s assessment of reasonably possible changes in foreign
exchange rates over the period until the next annual balance sheet date. Results of the analysis as
presented in the above table represent an aggregation of the effects on each of the group entities’ profit
after tax and equity measured in the respective functional currencies, translated into Hong Kong
dollars at the exchange rate ruling at the balance sheet date for presentation purposes. The analysis is
performed on the same basis for 2013.

(d) Equity price risk:

The group is exposed to equity price changes arising from equity investments classified as investments held
for trading and available-for-sale financial assets.

The group’s listed investments held in the available-for-sale portfolio have been chosen based on their
longer term growth potential and are monitored regularly for performance against expectations. The portfolio
is diversified in terms of industry distribution, in accordance with the limits set by the group.

46



(=) BUEEE

TRERAEFMNEFAMBLEE DA ETRERENEREH T - LIBREREA R R 8 5
Filyrb i T G 69 B R R LB

X :
® ~E-Wm —%¥—=
RREAR RBRNA
E% MRS RF falin Ex ARDEN iR
Bm/B> HERNTE FROPE B/ HL  BRORE HROZE
% &t T % & ITH
(15 +- 1% +/- 501,692 +/-301,473 +H-1%  +/- 469,153  +/-260,090
W +-1% +- 18955 +- 465 +-1%  +- 18949 +- 465
ARH +-1%  +/- 144,276 — +- 1% +/- 142,860 —_

BUREE R REFTE R E R ARER D20 RATA S BRI A2 M BT 2

.

Al FRARERGE T —AEEA EREE QX A0S E FNgITHRME - ERZ W
REREDRER S T Brl 0B ia M ERESGARHE R BREE  TERERBRREE
A Z AN LAOMEFIRE R YT E R ST 2¥R AL « —F — = FRUSE /T LR IRARMR A9 R ak

AR NATHY -

() e A A 280 B L

AEFREEARERERARZE ETTHIHEER 2GRN E SR EE -

AL EY  TREFAREMN AR RE S > I B BENRANERESTFAHE
HIEI SR - BE AR A9 BORIE A KR H K17 HIL GBI FRET A -

]
i)

47



The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS Asat 31st December, 2014

48

(e)

Interest rate risk:

The group is exposed to interest rate risk due to changes in floating interest rates of interest-bearing financial
assets and liabilities. Interest-bearing financial assets are mainly deposits with banks which are mostly short
term in nature. Interest-bearing financial liabilities are mainly borrowing. The group is therefore exposed to
both fair value and cash flow interest rate risks. The group’s policy is to rollover deposits in short term to
obtain the most favourable interest rates available.

@

(ii)

Interest rate profile

The following table details the interest rate profile of the company ’s and the group’s significant interest-
bearing financial assets and liabilities at the balance sheet date.

The Company The Group
2014 2013 2014 2013
Effective Effective Effective Effective
interest interest interest interest
rate rate rate rate
% HK$ % HK$ % HK$ % HK$
Financial assets:
— Fixed rate:
Other loan 5.00% 8,000,000 5.00% 8000000 5.00% 8000000 5.00% 8,000,000
umg,OO0,000 8000000 8,00Q,('].0“(_J_. 8,000,000
— Variable rate:
1.18%-
Pledged fixed deposits - 2.85% 16,975,151 1.03% 1,634,454 2.85% 18,589,690
0.01%- 0.00%- 0.00%- 0.00%-
Time deposits with bank 390% 304,877,086 1.23% 282,629,958  390% 525480635 1.25% 468,202,222
304,877,086 299,605,109 527,115,089 480,791,912
312,871,086 307,605,109 535,115,089 494,791,912
Financial liabilities:
— Variable rate:
Borrowing 207% (44,100,000)2.03% (44,100,000)
491,015,089 450,691,912

Sensitivity analysis

At 31st December 2014, it is estimated that a general increase/decrease of 100 basis points (2013:
increase/decrease of 100 basis point) in interest rates, with all other variables held constant, would
approximately increase of HK$4,855,000/decrease of HK$4,647,000 to the group’s profit after tax
and retained profits (2013: increase of HK$4,794,000/decrease of HK$4,131,000).

The sensitivity analysis above has been determined assuming that the change in interest rates had
occurred at the balance sheet date. The 100 basis point increase/decrease represents management’s
assessment of a reasonably possible change in interest rates over the period until the next annual
balance sheet date. The analysis is performed on the same basis for 2013.
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(f) Fair values:

i)  Financial instruments carried at fair value

The following table presents the carrying value of financial instruments measured at fair value asatthe
balance sheet date across the three levels of the fair value hierarchy defined in HKFRS 7, Financial
Instruments: Disclosures, with the fair value of each financial instruments categorised in its entirety
based on the lowest level of input that is significant to that fair value measurement. The levels are

.defined as follows:

. Level I (highest level): fair values measured using quoted prices (unadjusted) in active markets
for identical financial instruments.

. Level 2: fair values measured using quoted prices in active markets for similar financial
instruments, or using valuation techniques in whichall significant inputs are directly or indirectly
based on observable market data.

. Level 3 (lowest level): fair values measured using valuation techniques in which any significant

input is not based on observable market data.

The Company:

Financial assets

Available-for-sale
financial assets
(Listed in Hong Kong)

Financial assets

Available-for-sale
financial assets
(Listed in Hong Kong)

The Group:

Financial assets

Available-for-sale
financial assets
(Listed in Hong Kong)

Financial assets
- Available-for-sale
financial assets

(Listed in Hong Kong)

i) Financial instruments carried at other than fair value

2014
Level | Level 2 Level 3 Total
HK$ HK$ HK$ HKS$
7,959,218 — — 7,959,218
2013
Level | Level 2 Level 3 Total
HK$ HK$ HK$ HK$
8,628,909 — — 8,628,909
2014
Level | Level 2 Level 3 Total
HK$ HKS HKS$ HK$
115,076,334 — — 115,076,334
2013
Level | Level 2 Level 3 Total
HK$ HKS$ HKS$ HK$
119,573,433 — — 119,573,433

The carrying amounts of the group’s and the company’s financial instruments carried at cost or amortised
cost are not materially different from theirfair values as at 31st December, 2014 and 31st December 2013.
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(g) Fair value estimation:
The fair value of financial instruments traded in active markets is based on quoted market prices at the
balance sheet date. The quoted market price used for financial assets held by the group is the current bid
price; the appropriate quoted market price for financial liabilities is the current ask price.

(h) Capitalrisk management:
The group’s objectives when managing capital are to safeguard the group’s ability to continue as a going
concern in order to provide returns for the shareholder and to maintain an optimal capital structure to reduce
the cost of capital.

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid to the
shareholder, return capital to the shareholder, issue new shares or sell assets to reduce debt.

6. TURNOVER AND OTHER INCOME AND GAIN

The Company The Group
2014 2013 2014 2013
Turnover HK$ HK$ HK$ HK$

Rental income 224,244,291 214,878,644 390,727,548 371,615,137
Hotel room rental 76,651,830 75,574,563 148,317,214 148,273,626
Restaurant sales 48,907,251 49,419,755 93,480,915 91,708,008
Interest income 4,475,683 3,722,721 5,487,634 3,598,399
Air-conditioning charges 21,600 21,600 21,600 21,600
Advertising income - - 1,924 2,427

354,300,655 343,617,283 638,036,835 615,219,197

Other income and gain
Dividend income 127,562,383 65,985,876 6,115,335 5,773,600
Profit on telephone call 16,797 24,503 59,279 95,297
Sales gratuities and rebates 148,248 157,626 . 148,248 157,626
Management fee income ' 23,905,000 20,958,000 103,680 98,680
Service charges 12,520,129 12,522,333 24,891,899 23,051,116
Sundry income 2,110,350 1,638,436 8,743,655 6,932,702
Bad debt recovered - - 270,942 -
Impairment loss on interest in
an associate written back 4,791,000 3,779,000 - -
Provision for long service
payment written back 118,842 255,251 53,206 310,161
171,172,749 105,321,025 40,386,244 36,419,182
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FINANCE COSTS

Interest on bank loans and overdraft

Interest on government leases renewal
premium, not wholly repayable
within five years

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging and crediting the following :

Charging :
Auditors’ remuneration
— current year
— overprovision in prior year

Staft costs
Depreciation
Inventory costs
Consultancy fee
Operating leases rental paid to a
subsidiary — rented premises
Bad debts written of f
Exchange loss
Property, plant and equipment written off
Loss on disposal of property, plant
and equipment
Share of tax of associates
(included in share of results of associates)

Crediting :
Rental income from operating leases
less outgoings
(Gross rental income :
The Company:
HK$224,244,291 2013:HK$214,878,644
The Group :
HK$390,727,548, 2013:HK$371,615,137)

The Group
2014 2013
HK$ HK$ .
887,378 800,442
1.407 1.444
888,785 801,886
The Company The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
381,000 362,000 760,760 724,200
— — (13,170 —
381,000 362,000 747,590 724,200
68,500,381 64,416,357 137,931,871 128,417,164
3,559,809 2,597,072 45,319,781 46,972,646
17,319,367 17,214,446 31,569,937 30,067,818
— — 99,309 242,457
10,920,000 10,920,000 — —
— — 1,202,517 20,300
6,626,924 3,742,024 3,338,216 1,597,550
— — 23,538 —
42,398 — 42,398 —
— — (918) 5,876 .
i
208,137,915 211,036,084 350,114,134 345,746,687
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17,319,367 17,214,446 31,569,937 30,067,818
_ _ 99,309 242,457
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9. INCOME TAX EXPENSE

(a) Income tax expense in the consolidated and company’s statement of profit or loss and other comprehensive income

represents :

Hong Kong profits tax
— current year
— overprovision in prior year

Overseas profits tax
— current year
— overprovision in prior year

Deferred tax (note 14):
— Hong Kong
— Overseas

Income tax expense attributable to the
company and its subsidiaries

The Company The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
10,400,000 — 30,371,654 19,184,688
— — . (240,763) (287,892)
10,400,000 — 30,130,891 18,896,796
— — 732,439 412,329
— — (9,406) (15,863)
— — 723,033 396,466
14,453,130 — 16,570,437 2,204,773
— — 154,779 206,914
14,453,130 — 16,725,216 2,411,687
— 47,579,140 21,704,949

24,853,130

Provision for Hong Kong profits tax has been made at the rate of 16.5% (2013: 16.5%) on the estimated assessable

profits for the year.

Tax on overseas profits has been calculated on the estimated assessable profits for the year at the rate of taxation
prevailing in the countries in which the group operates after deducting unrelieved tax losses brought forward.
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9.

10.
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INCOME TAX EXPENSE (cont’d)

statement of profit or loss and other comprehensive income as follows:

Protit before taxation

Tax at the statutory income tax rate of
16.5% (2013: 16.5%)
Tax effect of share of results of associates
Taxeffect of non-taxable income
Tax effect of expenses that will be deductible
in determining taxable profit in coming year
Tax effect of non-deductible expenses
Overprovision in prior years
Overprovision in current year
Tax effect of other unrecognised
temporary differences
Effect of generation of tax losses not recognised
Effect of utitization of tax losses
previously not recognised
Effect of different tax rates of subsidiaries
operating in other jurisdictions
Effect of recognition of other deferred tax
assets previously not recognised
Income tax expense

DIVIDEND

Interim dividend of
HK$1,100 (2013: HK $1,000) per share

(18,561,881)

(b) Income tax expense for the year can be reconciled to the profit before taxation per the consolidated and company’s

(30,507,068) (18,569,036)

The Company The Group
2014 2013 2014 2013
HKS$ HK$ HK$ HK$
575,248,783 341,900,838 1,019,692,898 443,867,811
94,916,048 56,413,638 168,249,329 73,238,188
— — (822,441) (633,026)
(55,425,952) (15,764,902)  (114,757,322) (12,026,915)
— — (613,628) (564,465)
1,095,096 646,334 11,561,709 3,419,707
— — (250,169) (303,755)
104,113 — 248,499 170,761
(9,438,292) (10,788,002) (9,017,295)  (10,416,072)
18,561,881 — 18,561,881 5,850

(30,507,068)

— — (614,504) (678,256)
(6,397,883) — (6,397,883) —
24,853,130 — 47,579,140 21,704,949
2014 2013
HK$ HK$
262,868,100 238,971,000
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The Luk Hoi Tong Company, Limited and its Subsidiaries

NOTES ON THE FINANCIAL STATEMENTS As at 315t December, 2014

11. PROPERTY, PLANT AND EQUIPMENT
The Company:

Leasehold
improvements,
furniture and
fixtures and other Motor
plant and machinery Vehicles Total
HK$ HK$ HK$

At1.1.2013

Cost 63,670,771 3,416,981 67,087,752

Accumulated depreciation (57,961,321) {2,385,124) (60,346,445

Net book value 5,709,450 1,031,857 6,741,307
Net book value at 1. 1.2013 5,709,450 1,031,857 6,741,307
Additions 6,244,057 — 6,244,057
Depreciation (2,390,701) (206,371) (2,597,072)
Net book value at 31. 12. 2013 9,562,806 825,486 10,388,292
At31.12.2013

Cost 69,914,828 3,416,981 73,331,809

Accumulated depreciation (60,352,022) (2,591,495) (62,943,517)

Net book value 9,562,806 825,486 10,388,292
Net book value at 1. 1. 2014 9,562,806 825,486 10,388,292
Additions 5,676,194 1,642,559 7,318,753
Disposal — (60,398) (60,398)
Depreciation (3,046,740) (513,069) (3,559,809)
Net book value at 31. 12. 2014 12,192,260 1,894,578 14,086,838
At31.12.2014

Cost 75,591,020 4,699,540 80,290,560

Accumulated depreciation 63,398,760y (2,804.962) (66,203,722)

Net book value 12,192,260 1,894,578 14,086,838

Note:

(i) The total cost of property, plant and equipment disposal of during the year ended 3 | st December, 2014 was

HK$360,000 (2013:HK$Nil)
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS As at 315t December, 2014

11. PROPERTY, PLANT AND EQUIPMENT (Cont’d)

Note :

The Group :
Properties held in Hong Kong imll;f'?)sv?rlr(:(l;rints
on medium-term lease furniture and’
fixtures and
Hotel other plant and Motor
properties Restaurant machinery Vehicles Total

At1.1.2013 HK$ HK$ HK$ HK$ HK$

Cost — — 86,661,239 4,196,985 90,858,224

Valuation 1,745,000,000 44,070,000 — — 1,789,070,000

Accumulated depreciation — — (67,921,130 {2,836,779) (70,757,909

Net book value 1,745,000,000 44,070,000 18,740,109 1,360,206 1,809,170,315
Netbook value at 1. 1. 2013 1,745,000,000 44,070,000 18,740,109 1,360,206 1,809,170,315
Additions 1,265,624 88,677 8,107,871 — 9,462,172
Gain on revaluation 21,814,376 561,323 — — 22,375,699
Depreciation (40,342,104) (981,036) (5,377,466) (272,040)  (46,972,646)
Eliminated on revaluation 40,342,104 981,036 — — 41,323,140
Net book value at 31. 12.2013 1,768,080,000 44,720,000 21,470,514 1,088,166 1,835,358,680
At31.12, 2013

Cost — — 94,769,110 4,196,985 98,966,095

Valuation 1,768,080,000 44,720,000 e — 1,812,800,000

Accumulated depreciation — — (73,298,596) (3,108,819) (76,407,415

Net book value 1,768,080,000 44,720,000 21,470,514 1,088,166 1,835,358,680
Net book value at 1. 1. 2014 1,768,080,000 44,720,000 21,470,514 1,088,166 1,835,358,680
Additions 1,473,318 141,880 9,535,063 1,642,559 12,792,820
Disposals/written off — — (23,538) (60,398) (83,936)
Gain on revaluation (98,813,318) 58,120 — — (98,755,198)
Depreciation (37,561,633) (987,096) (6,205,447) (565,605)  (45,319,781)
Eliminated on revaluation 37,561,633 987,096 — — 38,548,729
Net book value at 31. 12. 2014 1,670,740,000 44,920,000 24,776,592 2,104,722 1,742,541,314
At31.12.2014

Cost — — 104,238,800 5479,544 109,718,344

Valuation 1,670,740,000 44,920,000 — — 1,715,660,000

Accumulated depreciation — — {79,462,208) (3.374.822) (82,837,030}

Net book value 1,670,740,000 44,920,000 24,776,592 2,104,722 1,742,541,314

(i) The total cost of property, plant and equipment disposal/written-off of during the year ended 31st December,
2014 was HK$425,373 (2013: HK$Nil).

(i) If hotel and restaurant properties had not been revalued, they would have been included in these financial
statements at historical cost less accumulated depreciation of HK$261,444,777 (2013: HK$267,829,447),
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NOTES ON THE FINANCIAL STATEMENTS Asat31st December, 2014

12. INVESTMENT PROPERTIES

13.

64

The Company:

Fair value:
At | st January
Additions
Overprovision of cost written back
Net increase in fair value recognised in profit or loss
At 3 Ist December

The Group:

Fair value:
At I st January
Exchange difference
Additions
Disposals
Overprivision of cost written back
Net increase in fair value recognised in profit or loss
At 3 Ist December

Medium-term lease in

The carrying amount of investment properties includes land situated in Hong Kong and outside Hong Kong as follows:

Medium-term lease in Hong Kong
Long lease in Hong Kong
Freehold land outside Hong Kong

Hong Kong
2014 2013
HK$ HK$
6,795,000,000  6,775,000,000
3,408,136 1,982,893
(5,311,795) —
193,903,659 18,017,107
6,987,000,000  6,795,000,000
2014 2013
HK$ HK$
10,537,245,723  10,468,152,966
(8,197,027) (6,908,858)
23,847,621 15,995,689
(1,118) (35,228)
(5,311,795) —
625,034,174 60,041,154
11,172,617,578  10,537,245,723
2014 2013
HK$ HK$
10,938,936,601 10,305,297,719
108,220,000 98,290,000
125,460,977 133,658,004
11,172,617,578 10,537,245,723

Note: All of the group’s property interests held under operating leases to earn rentals or for capital appreciation purposes are
measured using the fair value model, except freehold land outside Hong Kong, which are classified and accounted for as
investment properties in the consolidated balance sheet. These investment properties outside Hong Kong with a cost

of CAN$18,083,272 (2013:CAN$18,083,272) were stated at their carrying values.

FAIR VALUE MEASUREMENT OF PROPERTIES

Fair value at 31st

Fair value measurements as at

31st December, 2014 categorised into

December, 2014 Level 1 Level 2 Level 3
HK$ HK$ HK$ HK$
The company:
Recurring fair value measurement:
Investment properties 6,987,000,000 - - 6,987,000,000
The group:
Recurring fair value measurement:
Property, plant and equipment:
Hotel — Hong Kong 1,670,740,000 - 1,670,740,000
Restaurant - Hong Kong 44,920,000 - - 44,920,000
1,715,660,000 - - 1,715,660,000
Investment properties 11,035,656,000 - 11,035,656,000
12,751,316,000 - - 12,751,316,000
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The Luk Hoi Tong Company, Limited and its Subsidiaries

NOTES ON THE FINANCIAL STATEMENTS As at 315t December, 2014

13. FAIR VALUE MEASUREMENT OF PROPERTIES (cont’d)

66

The company:

Recurring fair value measurement:
Investment properties

The group:

Recurring fair value measurement:

Property, plant and equipment:
Hotel — Hong Kong
Restaurant - Hong Kong

Investment properties

Fair value at 31st

Fair value measurements as at
31st December, 2013 categorised into

December, 2013 Level I Level 2 Level 3
HK$ HK$ HK$ HK$
6,795,000,000 — - "~ 6,795,008,000
1,768,080,000 — - 1,768,080,000
44,720,000 — — 44,720,000
1,812,800,000 - - 1,812,800,000
10,392,086,000 — - 10,392,086,000

12,204,886,000 -

12,204,886,000
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS As at 31st December, 2014

13. FAIR VALUE MEASUREMENT OF PROPERTIES (cont’d)

68

)

ii)

1ii)

Fair value hierarchy

The following table presents the fair value of the group’s properties measured at the balance sheet date on
a recurring basis, categorised into the three-level fair value hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value measurment is classitied is determined with reference to the
observability and significance of the inputs used in the valuation technique as follows:

* Level 1 valuation: Fair values measured using only Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the measurement date

« Level 2 valuation: Fair values measured using Level 2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable inputs. Unobservable inputs are inputs for which market
data are not available

* Level 3 valuation: Fair values measured using significant unobservable inputs

During the year ended 31st December, 2014 and 31st December, 2013, there were no transfers between
Level 1 and Level 2, or transfers into or out Level 3. The group’s policy is to recognise transfers between
levels of fair value hierarchy as at the balance sheet date in which they occur

Valuation process

The fair value of the group’s investment properties at 31st December, 2014 and 31st December, 2013 have
been arrived on the basis of a valuation carried out by an independent chartered surveyor, Lawson David
and Sung Surveyors Limited, not connected with the group, except the fair value of the group’s investment
properties at 31st December, 2014 of HK$11,500,601 (2013: HK$11,501,719) which have been determined
by the directors of the group. The management has discussion with the surveyors on the valuation assumptions
and valuation result when the valuation is performed at annual reporting date.

Valuation techniques

Investment properties valuation was determined using the following approaches:

a) Direct comparison approach
Sales prices of comparable properties in close proximity are adjusted for differences in key attributes
such as conditions, location, building age and etc. The most significant input into this valuation approach
is price per square feet.

b) Discounted cash flow method
Discounted cash flow requires periodic net cash flows to be forecasted over the life of the investment
and discounted at a risk-adjusted opportunity cost of capital to arrive at a present value. The Discounted
cash flow takes into consideration the yearly net cash flows after deductions for expenditure, and having

regard to the assumptions made relating to rental growth projections, vacancies, rent frees, replacement
reserve, non-recoverable outgoings and leasing costs.
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS As at 31st December, 2014

13. FAIR VALUE MEASUREMENT OF PROPERTIES (cont’d)

70

iv)

c) Income capitalization approach

In the valuation, the market rentals of all lettable units of the properties are assessed by reference to the
rentals achieved in the lettable units as well as other lettings of similar properties in the neighbourhood.
The capitalization rate adopted is made by reference to the yield rates observed by the valuers for the
similar properties in the locality and adjusted based on the valuers’ knowledge of the factors specific to the
respective properties. The most signiticant unobservable inputs into this valuation approach are monthly

market rent and the capitalisation rate,

d) Residual approach

The residual approach entails estimating the gross development value of the development components
and deducting therefrom the development costs to be incurred, developer’s profits, professional fee,
marketing fee, statutory payments and interest payment, etc to arrive at the residual value. This residual
value appropriately discounted for the period of development and sale is deemed to be the present

market value of the subject property.

There were no changes to the valuation techniques during the year.

Information about fair value measurement using significant unobservable inputs (Level 3)
2014

Direct comparison approach

Unit rate
— Commercial $8,500 — $75,000 per sq. ft.
— Residential $6,500 — $11,500 per sq. ft.
— Car parking spaces $300,000 — $1,800,000 per space
— Land held for development $800 — $1,200 per sq. ft.
Discounted cash flow method
Discount rate Occupancy rate
% %
— Hotel 8% - 12% 70% - 100%
Income capitalisation approach
Capitalisation rate Occupancy rate
% %
— Restaurant 3% - 5% Nil
— Commercial 1.5% — 6% 75% — 100%
— Car parking spaces 3% - 6% 90% - 100%
Residual approach Existing use value $9,300,000
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The Luk Hoi Tong Company, Limited and its Subsidiaries

NOTES ON THE FINANCIAL STATEMENTS As at 31st December, 2014

13. FAIR VALUE MEASUREMENT OF PROPERTIES (cont’d)
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2013

Direct comparison approach

— Commercial

— Residential

— Car parking spaces

— Land held for development

Discounted cash flow method

— Hotel

Income capitalisation approach

— Restaurant
— Commercial
— Car parking spaces

Residual approach

Unit rate

$8,500 — $75,000 per sq. ft.
$6,500 - $11,500 per sgq. ft.
$300,000 — $1,800,000 per space
$800 — $1,200 per sq. ft.

Discount rate
%
8% — 12%

Occupancy rate
%
70% - 100%

Capitalisation rate
%
2% - 5%
1.5% - 9%
2% — 5%

Occupancy rate
%
Nil
75% - 100%
100%

Existing use value $9,000,000
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The Luk Hoi Tong Company, Limited and its Subsidiaries
NOTES ON THE FINANCIAL STATEMENTS Asat31st December, 2014

14.

74

DEFERRED TAX
The Company:
The components of deferred tax liability recognised in the balance sheet and the movements during the year are as follows:
Accelerated tax
Note depreciation Provision Total
HK$ HK$ HK$
At Ist January, 2014 — — —
Charge/(credit) to statement of profit and loss and other
comprehensive income 9a) 24,791,913 (10,338,783} 14,453,130
At 3 Ist December, 2014 24,791,913 (10,338,783) 14,453,130

At 31st December, 2013, the company had unused tax losses of HK$112,496,249 available for offset against future
profits and deductible temporary differences of HK$54,167,860. No deferred tax asset has been recognised in respect of
the unused tax losses and deductible temporary differences due to the unpredictability of future profit streams for the
year ended 31st December, 2013.

The Group:

The components of deferred tax (assets)/liabilities recognised in the consolidated balance sheet and the movements
during the year are as follows:

Accelerated
tax Deferred
Note depreciation  charges Provision ~ Tax losses Total
HKS HK$ HK$ HK$ HKS$
At Ist January, 2013 24,122,654 611,499 (1,493,795) (73,540)  23.166,818
Charge/(credit) to consolidated
statement of comprehensive income 9(a) 1,957,292 471,552 (32.642) 9,485 2,411,687
Exchange difference 113,569 (53,366) — — 60,203
At 31st December, 2013
and Ist January, 2014 26,193,515 1,035,685  (1,526,437) (64,055 25,638,708
Charge/(credit) to consolidated
statement of comprehensive income 9@a) 26,656,808 449626  (10,396,262) 15,044 16,725,216
Exchange difference 159,822 (105,362) — — 54,460
At 31st December, 2014 53,010,145 1,379,949  (11,922,699) (49,011) 42,418,384
2014 2013
HK$ HK$
Deferred tax liabilities 42,958.597 26,388,160
Deferred tax assets (540,213) (749,452)

42,418,384 25,638,708

As at 31st December, 2014, the Group has unused tax losses of HK$297,036 (2013: HK$112,790,609) available for
offset against future profits and deductible temporary differences of HK$32,308,870 (2013: HK$83,925,190). A deferred
tax asset has been recognised in respect of HK$297,036 (2013: HK$294,360) of such losses. No deferred tax asset has
been recognised in respect of the remaining HK$Nil (201 3: HK$112,496,249) due to the unpredictability of future profit
streams. Tax losses may be carried forward indefinitely.
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The Luk Hoi Tong Company, Limited and its Subsidiaries

NOTES ON THE FINANCIAL STATEMENTS Asat31st December, 2014

15. INTEREST IN SUBSIDIARIES
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Unlisted shares, at cost
Dividends receivable
Amounts due from subsidiaries
Loan to a subsidiary

Less : impairment loss

Amounts due to subsidiaries
Loan from a subsidiary

The Company
2014 2013
HK$ HK$
6,517,087 6,517,087
126,500,000 64,950,000
831,644,144 817,377,630
31,363,349 34,537,911
996,024,580 923,382,628
(2,293,120) (2,283,095)
993,731,460 921,099,533
(1,394,234,604) (1,375,490,161)
(977,000,000) (977,000,000)

(1,377,503,144)

(1,431,390,628)

The amounts due from/(to) subsidiaries are unsecured, interest free and have no fixed terms for repayment.

Loan to a subsidiary are unsecured, carried interest at commercial lending rate and have no fixed terms for repayment.

Loan from a subsidiary are unsecured, interest free and fully repayable within thirty years from 3 1st December, 2004.

Details of the subsidiaries are as follows : —

Name of
subsidiary

The Luk Hoi Tong Life
Assurance Company, Limited

The Yin Nin Savings Mortgage
Loan and Land Investment
Company, Limited

Hong Kong Enterprises Limited

Triumph Step Investment Limited

Luk Hoi Tung Restaurant Limited

Sheung Shui Land and
Investment Company, Limited

On Kong Development Company
Limited

Romford Development Company
Limited

Leonid Company Limited

Active Country Limited

Loyal Easy Limited

Peacock Incorporated, N. V.

Kachin Property Limited

Full Era Limited

Joy Well Management Limited

Superb Smart Limited

Glory Wise Limited

Fame Bloom Investment Limited

Excellent Consultancy Limited

Benefit Asia Limited
Best In Limited

Leader Empire Limited
Real Beauty Limited

Percentage of holding

Place of by by
incorporation company subsidiary Principal activities
Hong Kong 100% —_ Property investment
Hong Kong 100% — Property investment and

operation of
restaurant

Hong Kong 100% — Property investment
Hong Kong 100% — Investment holding
Hong Kong 99% — No trading
Hong Kong 79% — Property investment
Hong Kong — 100% No trading
Hong Kong — 100% Investment holding
Hong Kong — 100% Investment holding
Hong Kong — 100% Property investment
Hong Kong — 100% Property investment
Curacao — 100% No trading
Canada — 100% Property investment
Hong Kong 100% — Property investment
Hong Kong 100% — Operation of hotel
Hong Kong — 100% Property investment
Hong Kong — 100% Property investment
Hong Kong — 100% Property investment
British Virgin 100% — Investment holding

Islands
British Virgin — 100% Investment holding

Islands
British Virgin — 100% No trading

Islands
Hong Kong — 100% Property investment
Hong Kong — 100% Property investment
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15. INTEREST IN SUBSIDIARIES (cont’d)
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Summarised financial information for a subsidiary with material non-controlling interests.

Set out below are the summarised financial information for Sheung Shui Land & Investment Company, Limited that has
non-controlling interests material to the group.

2014 2013
HK$ HK$
Summarised statement of profit or loss and
other comprehensive income
Turnover 12,233,744 12,123,786
Profit after taxation and total comprehensive income 27,188,708 24,186,922
Summarised balance sheet
Assets
Non-current assets 419,524,235 400,537,794
Current assets 21,886,243 585,690
441,410,478 401,123,484
Liabilities
Current liabilities 116,826,960 93,025,030
Non-current liabilites 91,872 76,560
116,918,832 93,101,590
Net assets 324,491,646 308,021,894
Summarised cash flows
Net cash generated from operating activities 28,157,901 6,732,094
Net cash generated from investing activities 115 —
Net cash used in financing activities (7,235,500) (6,508,900)
Net increase in cash and cash equivalents 20,922,516 223,194
Cash and cash equivalents at | st January 379,851 156,657
Cash and cash equivalents at 31st December 21,302,367 379,851

The information above is the amount before inter-company eliminations.
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16.
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INTEREST IN ASSOCIATES

The Company The Group

2014 2013 2014 2013

HK$ HK$ HK$ HK$
Unlisted shares, at cost — — 30 30
Share of post acquisition reserves,

net of dividend received — — (16,567,273) (20,978,362)
Amount due from an associate 69,135,539 73,644,718 69,218,799 74,124,842
Less: Impairment loss (16,874,000) (21,665,000) —_ —
52,261,539 51,979,718 52,651,556 53,146,510

The amount due from an associate is unsecured, interest free and has no fixed terms for repayment.

Details of the associates are as follows :—

Name of Place of Percentage of holding Principal
associate incorporation by company by subsidiary activities
Anbok Limited Hong Kong — 50% Property investment
Full wise Finance Limited Hong Kong — 50% Provision of mortgage
Joan
Capital Gold (H.K.) Limited Hong Kong — 26% Provision of mortgage
loan

Summarised finanical information and reconciliation for a material associated.

Set out below are the summarised financial information for Anbok Limited which is accounted for using the equity method.

2014 2013

. . HK$ HK$

Summarised statement of profit or loss and
other comprehensive income

Turnover 6,200,000 3,910,000
Profit after taxation and comprehensive income 9,583,291 7,556,836
Summarised balance sheet
Assets
Current assets 124,129,697 121,031,309
Liabilities
Current liabilities 157,876,974 164,361,877
Net liabilities (33,747,277) (43,330,568)
Interest attributable to the group (16,873,639) (21,665,284)

The information above reflects the amounts presented in the financial statements of the respective associated company (and
not the group’s share of those amounts) adjusted for differences in accounting policies between the group and the associated
company.

Financial information for immaterial associates

The carrying amount of the company’s interest in immaterial associates is HK$306,396 (2013:HK$686,952)
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16. INTEREST IN ASSOCIATES (cont’d)

Set out below is the financial information for the company’s share of the associates

Profit after taxation and total comprehensive income

17. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Listed investments:

— Equity securities listed in Hong Kong

Unlisted investments:
— Unlisted shares

— Amount due from investee company

2014 2013

HK$ HKS$
114,395 158,767

The Company The Group

2014 2013 2014 2013

HKS$ HK$ HK$ HKS$
7,959,218 8,628,909 115,076,334 119,573,433
53,300 53,300 174,410 174,410
— — 4,110,127 4,355,594
53,300 53,300 4,284,537 4,530,004
8,012,518 8,682,209 119,360,871 124,103,437

As at the balance sheet date, all available-for-sale financial assets are stated at fair value except for those unlisted equity
investments of which theirfair values cannot be measured reliably. Fair values of those investments have been determined
by reference to bid prices quoted in active markets.

18. INVENTORIES

Food and beverage
Consumable store

The amount of inventories carried at net realisable value is HK$ Nil (2013 : HK$ Nil).

19. PROPERTIES HELD FOR RESALE

Properties held for resale

The Company The Group
2014 2013 2014 2013
HK$ HKS$ HK$ HK$
660,029 668,456 3,408,913 3,086,040
543,254 535,426 842,255 799,952
1,203,283 1,203,882 4,251,168 3,885,992
The Group
2014 2013
HKS$ HK$
131,010 131,010

The amountof properties held for resale carried at net realisable valueis HK$Nil (2013 : HK$Nil).

20 OTHER LOAN

This amount represents unsecured loan which carries interest at commercial lending rate and has no fixed term for repayment.
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21.

22,
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DEBTORS, DEPOSITS AND PREPAYMENTS

The Company The Group

2014 2013 2014 2013

HK$ HK$ HK$ HK$
Accounts receivable 5,400,225 6,375,331 20,779,770 18,189,554
Other receivables 2,854,733 2,523,502 9,699,952 7,475,620
Deposits 1,794,742 4,150,357 3,821,723 5,865,014
Prepayments 1,076,183 281,298 1,966,515 769,234
Temporary payments 628,648 787,841 1,352,045 1,511,238

11,754,531 14,118,329 37,620,005 33,810,660

(a) Accounts receivable thatare not impaired

The ageing analysis of accounts receivable that are neither individually nor collectively considered to be impaired are

as follows:
The Company The Group
.2014 2013 2014 2013
HK$ HK$ HK$ HK$
Neither past due nor impaired 3,510,703 3,919,802 4,911,660 6,011,723
Less than | month past due 984,777 2,037,176 3,612,461 4,962,141
1 to 3 months past due 611,889 124,735 11,592,706 5,418,224
Over 3 months past due 292,856 293,618 646,043 1,065,466
More than | yearbut less than
2 years past due — — 16,900 732.000
1,889,522 2,455,529 15,868,110 12,177,831
5,400,225 6,375,331 20,779,770 18,189,554

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there was no recent
history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track
record with the company and the group.. Based on past experience, management believes that no impairment allowance
1s necessary in respect of these balances as there has not been a significant change in credit quality and the balances are
still considered fully recoverable. The company and the group does not hold any collateral over these balances.

(b) Included debtors, deposits and prepayments the balance sheet are the following amounts denominated in currencies

other than the functional currency of the group to which they relate:
The Group

2014 2013
Canadian Dollars 872,164 610,299

PLEDGED FIXED DEPOSITS

Included in pledged fixed deposits in the balance sheet are the following amounts denominated in currencies other than the
functional currency of the group to which they relate:

The Company The Group
2014 2013 2014 2013
Reminbi — 13,377,848 — 13,377,848
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BANK BALANCES AND CASH The Company The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
Time deposits with banks 304,877,086 282,629,958 525,480,635 468,202,222
Bank balances and cash 48,431,563 62,764,205 134,110,478 110,627,411
353,308,649 345,394, 163 659,591,113 578,829,633

Short-term time deposits earn interest at the respective short-term deposits rates and all the time deposits have a maturity
within three months.

Bank balances carry interest at floating rates based on daily bank deposit rates.

Included in bank balances and cash in the balancc sheet are the following amounts denominated in currencies other than the
functional currency of the group to which they relate:

The Company The Group
2014 2013 2014 2013
Canadian Dollars 3,845,559 3,517,171 8,488,737 7,453,623
Renminbi 13,850,537 - 13,850,537 -
United States Dollars 286,654 286,637 292,654 292,637
BORROWING
The Group
2014 2013
HK$ HK$
Bank loan (secured) 44,100,000 44,100,000
The maturity of the above bank loan is as follows:
The Group
2014 2013
HK$ HK$

On demand or within one year 44,100,000 44,100,000

The ranges of effective interest rates (which are also equal to contracted interest rates) on the group’s borrowing are as

follows:
2014 2013
Effective interest rate:
Variable-rate bank loan 2.07% 2.03%

The bank loan is secured by certain investment properties and deed of guarantee executed by the company.

The fair value of the group’s bank loan is not materially different from the corresponding carrying amounts at the balance
sheet date.
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AMOUNT DUE TO A RELATED COMPANY

The amount due to a related company is unsecured, interest free and have no fixed terms for repayment.

AMOUNTS DUE TO DIRECTORS

The amounts due to directors are unsecured, interest free and have no fixed terms for repayment.

DEPOSITS, CREDITORS AND ACCRUED CHARGES

Included in deposits, creditors and accrued charges the balance sheet are the tollowing amounts denominated in currencies
other than the functional currency of the groupto which they relate:

The Group
2014 2013
Canadian Dollars 374,264 349,563
SHARE CAPITAL
2014 2013
HK$ HK$
Issued and fully paid :
238,971 shares with no par value 1,194,855 1,194,855

On 3rdMarch, 2014, the new Hong Kong Companies Ordinance (Chapter 622) (new CO) came into effect. Thenew CO
abolishedthe concept of nominal (par) value and authorized share capital for all shares of Hong Kong incorporated companies.
Any amount received for issuing equity shares of a company should be recorded as share capital. Inaccordance with the
transition provisions set out in section 37 of schedule 11 to the new CO, any amount standing to the credit of the capital
redemption reserve has become part of the company’s share capital. There is no impact on the number of shares in issue or
the relative entitlement of any of the shareholders as a result of this transition.

TREASURY SHARES
The Group
Number of Amount
_ treasury shares HK$
At 31st December, 2014 and 2013 3,053 22,274,904

Treasury shares represent ordinary shares of the company held by Benefit Asia Limited before Benetit Asia Limited
became a subsidiary of the group.

In the opinion of the directors of the company, these treasury shares are held for long-term purposes.
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30. RESERVES

General reserve :

Balance at | st January and
31st December

Retained profits :
Balance at st January

Profit for the year
Commission payable out of profits
of the company under article 117:
Promoters
Directors
Dividends
Balance at 31st December

Capital reserve :
Balance at Ist January
Transfer of reserve
Balance at 31st December

Asset revaluation reserve :
Balance at IstJanuary
Gain arising on revaluation of
property, plant and equipment
Balance at 31st December

Investment revaluation reserve :
Balance at Ist January
Fair value change on available-for-
sale financial assets

Balance at 31st December

Exchange fluctuation reserve :
Balance at 1st January
Translation loss arising on

consolidation of foreign
subsidiaries
Balance at 31st December

Share premium :
Balance at Ist January
Transfer of reserve
Balance at 31st December

Total reserves
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The Company The Group
2014 2013 2014 2013
HK$ HKS$ HKS$ HK$
...10,000,000 10600000 | 11,000,000 ] 11,000,000
5,212,736,364 5,190,777,459 8,991,326,862 8,893,555,774
550,395,653 341,900,838 967,084,535 417,713,021
(38,134,512) (32,388,373) (38,134,512) (32,388,373)
(57,201,769) (48,582,560) (57,201,769) (48,582,560)
(262,868.100) (238,971,000} (262,868,100) {238,971,000)
5404,927.636 5212736364  9,600.207,016 8,991,326 862
— — 1,332,208,463 1,332,208,463
— — 47.273.380 —
........... T, e, 1379,481,843 0 1,332,208,463
— — 1,961,407,030 1,897,708,191
_ — (60,206,470) 63,698,839
........... T e, 212901,200,568 - 1,961,407,030
2,423,425 2,142,609 29,774,009 26,016,412
(1,066,863) 280,816 (8,163,023) 3,757,597
1,356,562 2,423,425 21,610,986 29,774,009
. — 22,037,913 31,081,153
— — (11,261,097) (9.043,240)
........... e o 10,776,816 ... 22,037,913
— — 47,273,380 47,273,380
-— — 47,273,380y —
........... T oo ver B 37,273,380,
5,416,284,198 5,225,159,789  12,924,277,221 12,395,027,657
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31.  BANKING FACILITIES

(a) The company and the group have pledged the following amount of fixed deposits in favour of banks to secure general
banking facilities granted to the company and the group.

The Company The Group
2014 2013 2014 2013
HK HK$ HK$ HK$

Pledged fixed deposits — 16,975,151 1,634,454 18,589,690

(b) The group has executed mortgage over one of its investment properties in favour of a bank to secure general banking
facilities granted to a joint development partner.

32. DIRECTORS’ REMUNERATION

The Company The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
Fees 6,800 6,800 9,000 9,000
Other emoluments 55,314,456 47,686,185 77,824,494 70,231,232
55,321,256 47,692,985 77,833,494 70,240,232

33. OPERATING LEASE ARRANGEMENTS

At the balance sheet date, the group has future minimum lease rental receivable under non-cancellable operating leases
falling due as follows:

The Comapny The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
Within one year 194,302,037 218,544,163 327,211,031 345,467,750
In the second to fifth years, inclusive 441,545,270 413,789,730 554,726,840 509,731,423
Overfive years 66,000,000 115,500,000 67.089.767 115,500,000
701,847,307 747,833,893 949,027,638 970,699,173
34. CAPITAL COMMITMENTS
The Company The Group
2014 2013 2014 2013
HK$ HK$ HK$ HK$
Capital expenditure contracted, but not
provided forin the financial statements
in respect of :
Renovation of investment properties — 3,251,554 3,306,343 8,716,098
Purchase of property, plant and equipment 104,293 825,669 104.293 825,669
104,293 4,077,223 3,410,636 9,541,767
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36.

37.
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RELATED PARTY TRANSACTIONS

(a) Details of thebalances with subsidiaries, associates, a related company and directors are fully described in notes (15),
(16), (25) and (26) on the financial statements.

(b) Compensation of key management personnel

The remuneration of key management personnel which are directors of the group during the year was as follows:

2014 2013

HK$ HK$
Short-term benefits 77,478,494 69,922,190
Post-employment benefits 355,000 318.042

77,833,494 70,240,232

The above transactions were carried out in the normal course of the group’s business on terms mutually agreed between
the parties.

CONTINGENT LIABILITIES

The company have executed corporate guarantees in favour of a bank to secure general hanking facilities to the extent of
HK$34,650,000 (2013: HK$34,650,000) granted to subsidiaries.

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST DECEMBER, 2014

Up tothedate of issue of these financial statements, the HKICPA has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended 3 1st December, 2014 and which have not been adopted in these
financial statements.

The group is in the process of making an assessment of what the impact of these amendments, new standards and new
interpretations is expected to be in the period of initial application. So far it has concluded that the adoption of them is
unlikely to have a significant impact on the group’s results of operations and financial position.



~

3
Bt

]

-3

RAFARAKEB2A

B A
BB EHMT —z-mnsE+-pg=+-n

=tH - -BEBEXE

1l
_|_
hr g

=+t

(F) REBHAKBEMBAR > BELR > MEAFRRES ZEGNRBHRE ML)
(F7%) > (ST B () PR -

(2) FEREBREANRZFHH
FRNEFLRIBEREH MR EZMAENT

—g—n —g—=

#I #T
R 77,478,494 69,922,190
iBIRAEF 355,000 318,042

77,833,494 70,240,232

AL 2E B T3 A — AR RS 15 T B T M BB R B 2 R T 2E -

- RARAE
ﬁ“?&ﬂﬁ% LB 2 HE T 34,650,000 ( TF—= : #57.34,650,000) YEE B A FRITERZH
CBEC2-NMF+ A=+ -HEHEECERBNRERZBT c HEIRREEL

AREFEE M BEEAMEIRERTZ P > BB G ATCEMATERE_F-NF+ A=
t— Bk Z &5 R R A MR B AR BERE R AR HERT - RIS -

ASEMIETERT RSN - AR K TR I € AE 00 R TIRM TN - WHRIETI S - R4
SORMERT - BTN B RRAT S O RS BT RS R MR BB -

95

DT



INDEPENDENT AUDITOR’S REPORT

to the Shareholders of The Luk Hoi Tong Co., Ltd.
(incorporated in Hong Kong with limited liability)

B % BAHRE

AEBBARLABRE
(REEEMRIZBRAF)

We have audited the consolidated financial statements of The
Luk Hoi Tong Company, Limited (the““Company” ) and its subsidiaries
(together “the Group” ) set out on pages 6 to 94, which comprise the
consolidated and company balance sheets as at 31st December, 2014,
and the consolidated and company statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and
other explanatory information.

Directors’ responsibility for the consolidated financial
statements

The directors of the company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
Hong Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 80 of Schedule
11 to the new Hong Kong Companies Ordinance (Cap. 622), and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certitfied Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the everall presentation of the consolidated
financial statements.

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

96

AZEED (LIT R (3 )) 23080
BLEENTEREREHIRAT (BAF]) K
HMBAR (UFERLE R MEE B
W WESHMBEREEFER -F-NOF+ A
= —HWEER BAAFNEEABEHBEY
A FENESR R HARMRL RE 2 m
FGeMANPENGERMER URE
B Rt BORREE R A R EH

EERGeMBRBEARENER

FETHA TR FGES T AGHEEDN CF
R IRE R RIF# CARMGR]) SRR R0
R it o DL AARA BIEOR S F A B A PR R
We o R R AR R S M EER S I E AR
FRFER - LAEER R B ECHR & A A7 18 b A R ER S
BATECEZGOE DN - F 5 Ui

BEBHNEE

TP BT RARIER M 6 B2 S4B
BERE/E BB - AR F I CARMERD (5622
') MF 11 e0iEm EF EEAREFE R
& RAMERAD 3% - MATMAA R E Z AR5
AN 8 FEF S RERIT - KM AR
TGN ML CREETIERLD B1T7TF
oo EER R RMVEFEERE - WHRER
YATE > LG IDHEE 57 A B BUR i R A
1E{a] F kKRR BRI -

TV BT LI IS B AR A BT B
FR#E B R EER N ELIEE - PIRENTEF
HR PR A% SR ) FI B A5 RTAL B R IR FE SR B TR
5 BU55 A B BOR & 77 76 B KSR bR LAy mBs -
FERHE S EMIY - BT B A RIRREE
A BABUER & DU T A YRGS AR B A 7R
T URFTREFZIET > B EOILEHL
A RIEPIERI VA AR B R, - FE IS CEFHE
BEEAR AR N FE S RS g F LT
BEME o UL RFFESA MR S ERETIER
£ o

MMM - BMPTEBREBIEEREG TR
FE 2 FeAMAYIR 68 F s RARILIEBE o

[



INDEPENDENT AUDITOR’S REPORT

to the Shareholders of The Luk Hoi Tong Co., Ltd.
(incorporated in Hong Kong with limited liability)

BULZEMESE

AESBERLOARR
(MEBEMALZERAR])

Basis for qualified opinion

As stated in Note (12) on the consolidated financial statements,
investment properties held outside Hong Kong freehold have
not been stated in the consolidated financial statements at their fair
value in accordance with Hong Kong Accounting Standard No. 40
as adopted by the group.

Qualified opinion

In our opinion, except for the effect on the consolidated financial
statements of the matter described in the basis for qualified opinion
paragraph, the consolidated financial statements give a true and fair
view of the state of the affairs of the company and of the group as at
31st December, 2014 and of the profit of the company and of the
group and cash flows of the group for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the Hong Kong

Companies Ordinance.

LI, TANG, CHEN & CO.

Certified Public Accountants (Practising)
10/F Sun Hung Kai Centre

30 Harbour Road

Wanchai

Hong Kong

19th May, 2015
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