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Chairman’s Statement
FERE

On behalf of the board (the "Board") of director (the "Director") of LT
Commercial Real Estate Limited (the "Company"), | hereby present the
annual report of the Company and its subsidiaries (which are together
referred to as the "Group") for the year ended 31 December 2014.

Review of the Year

In 2014, the global economy remained volatile, leading to slower growth
of economy of the People’s Republic of China (the “PRC") amid its
restructuring. The economic slowdown cast uncertainties over the business
environment of various industries. Nevertheless, LT Commercial Real Estate
fully capitalized on the opportunities arising from the market despite the
difficulties and uncertainties by making professional, astute decisions
based on the profound understanding of the market by the management
of the Group. We managed to survive these challenges and expanded our
business. The Group proactively sought quality investment opportunities in
both the PRC and overseas markets, and achieved breakthrough that laid
a strong foundation for its long-term development.

The Group succeeded in bidding for two pieces of land in Tangshan City,
Hebei Province, the PRC in January 2014, and intended to construct
Tangshan Tiexi Lerthai Project — Tangshan Lerthai City, the first large and
premium urban complex flagship project of the Group on the acquired
lands. The main contractor contracts over the project were entered into
by subsidiaries of China Railway Construction Corporation Limited (stock
code: 1186). The project would span a site of approximately 157,000
square meters, and its contracted total gross floor area under construction
is approximately 680,000 square meters, including approximately 160,000
square meters for residential properties, and approximately 180,000
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square meters for shopping malls. The Group intended to develop
the project into a mega complex that will comprise shopping malls,
offices, hotels, residential properties and retail properties. The flagship
project is situated at a prime location which is well equipped with
comprehensive infrastructure. The construction work of the project has
already commenced in 2014. The residential properties will be available
for pre-sale in mid 2015, and will be completed in 2016. | am confident
about the success of Tangshan Lerthai City, our Group’s first large-scale
project, riding on the rich development experience of our management
and our geographical advantages. | expect that the project will generate
satisfactory returns to the Group in the long term.

In addition, the Group proactively sought projects that are supported by
the government policies. For instance, on 11 April 2015, the Group signed
a letter of intent with Congtai District, Handan City, Hebei Province over
a commercial property project of redeveloping Chuancheng Street into a
pedestrian street for commerce, culture and tourism that will feature the
ancient cultures of the Warring State Period (8tEBFER), Han Dynasty and
the Yue State (FEFE). The project will have multi-purpose facilities
to bring culture, tourism, catering, entertainment, leisure and shopping
under one roof, allowing people to experience a multifaceted lifestyle.

On the other hand, the gradual recovery in the real estate markets of
Europe and the United States of America (the “USA") after the financial
tsunami generated robust demand for rental properties domestically. The
USA, Australia, Canada and other Western countries have been magnets
for investors, including individuals and many large real estate developers
from the PRC because of those countries’ good living environments
and the appreciation of the properties there. The Group followed in the
footsteps of many sizeable PRC property developers by expanding its
business into overseas markets. In 2014, the Group successfully completed
two acquisitions overseas, which marked the milestones of its overseas
business expansion strategy.

With the vision of the management, the Group explored the USA property
market on the outlook for good investment opportunities. During the
Year, the Group participated in the development of large-scale property
projects in the USA for the first time, and acquired a prime land lot of
approximately 59,000 square meters at Orange County, which is dubbed
the “Platinum Triangle” in California. The Group will apply the concept of
“New China Town", and redevelop the area into Lerthai Platinum Center.

At the same time, the Group completed the acquisition of Lerthai South
Hills Plaza (previously called South Hills Plaza) that is situated at the City
of West Covina, California. The project is located at a prime shopping
location with busy foot traffic, and will bring shopping, entertainment
and leisure under one roof. The Group will hold this project for long-
term investment. It is expected this will bring stable and substantial rental
income to the Group with potential for capital appreciation.
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Chairman’s Statement

EREHmE

In order to consolidate our financial strength and tap into the international
capital markets, the Group issued bonds with aggregate amount of
HK$40 million with a tenor of eight years, and notes with aggregate
amount of HK$163 million with a tenor of three years. The moves have
enhanced both our capital base and financial strength, and thus expedite
our development in the future.

Outlook

Looking ahead to 2015, the global economy will still be mired in
uncertainties. While Europe and the USA will experience economic
recovery, the PRC will be forging ahead with comprehensive reform
measures. Administrative intervention will be reduced in PRC real estate
market, giving the market forces a much more important role to play.
This will lead to a healthier development of the real estate market while
the country’s economy and investment environment are improving. |
am cautiously optimistic about the prospects of the real estate sector
in the future. By leveraging the resources, management experience and
competitive advantages accumulated by Lerthai Group over the years, the
Group will proactively build large premium urban complexes in China.

In the future, LT Commercial Real Estate will accelerate the development
of Tangshan Lerthai City. The Group will also proactively seek appropriate
investment opportunities in the PRC prime locations. It will endeavor
to realize the corporate vision of “Improve Quality Urban Life with
Commercial Properties for Global Businesses”. Meanwhile, the Group
will also continue to explore the overseas markets with potential and
strategically identify quality investment projects with the aim of becoming
a world-class urban commercial property operator.

The intelligent, energetic, hardworking and loyal employees have been the
key to the Group’s rapid development. | would like to take this opportunity
to express my heartfelt thanks to the fellow directors, staff at various
departments of the Group for their hard work and contributions during
the Year. At the same time, | wish all the members of the management
will make a concerted effort to generate more value for the community,
business partners and the entire staff, and bring better returns to the
shareholders.

Yang, Longfei
Chairman
Hong Kong, 27 March, 2015
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Management Discussion and Analysis

Management Discussion and Analysis
Business Review

During the Year, the Group has been actively pursuing opportunities in
the property investment and development business alongside its existing
business of securities investment and finance.

Property Investment and Development
Tangshan Tiexi Lerthai Project — Tangshan Lerthai City

The Group succeeded in the bid of two pieces of land in Tangshan City,
Hebei Province, the PRC, in January 2014.

The first piece of land is located at junction of Beixin West Road
and Xihuan Road, Lubei District, Tangshan City, Hebei Province, the
PRC with a site area of approximately 93,706.33 sg.m.. The land is
designated for commercial use with a plot ratio of not more than 4.5.
The Group acquired the land at the auction held on 22 January 2014 for
approximately RMB198.2 million (equivalent to approximately HK$253.9
million).

The second piece of land is located at junction of Beixin West Road and
Xihuan Road, Lubei District, Tangshan City, Hebei Province, the PRC with
a site area of approximately 63,595.87 sq.m.. The land is designated for
commercial and residential use with a plot ratio of not more than 4.0.
The Group acquired the land at the auction held on 24 January 2014 for
approximately RMB190.8 million (equivalent to approximately HK$244.4
million). The two pieces of land are adjacent to each other.
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Management Discussion and Analysis

EIEE R MO

The Group intends to develop the two pieces of land together to form the
Tangshan Lerthai City. Tangshan Lerthai City shall be a complex comprising
shopping malls, office, hotel, residential and retail properties under the
master development plan. For details, please refer to the Company’s
announcements dated 22 and 24 January 2014 and circular dated 31
March 2014.

On 21 June 2014, the Group entered into a series of foundation
works contractor contracts and main contractor contracts with the two
subsidiaries of China Railway Construction Corporation Limited (Stock
Code: 1186) as the main contractors for the earthwork, foundation pit
support, piling work and construction of Tangshan Lerthai City covering a
gross floor area of approximately 680,000 sg.m.. For details, please refer
to the Company’s announcement dated 23 June 2014 and circular dated
28 July 2014.

Tangshan Lerthai City is under construction as at 31 December 2014. The
residential portion will start pre-sale in mid 2015 with residential units of
approximately 90,000 sq.m. to be launched for sale. The whole project is
expected to complete and commence delivery in 2016.

Lerthai South Hills Plaza (formerly named as South Hills
Plaza)

In April 2014, the Group entered into the purchase and sale agreement
with the seller, pursuant to which the Group would acquire a property in
California, the USA at a consideration of US$20,695,000 (equivalent to
approximately HK$161,421,000). The acquisition of Lerthai South Hills
Plaza completed in November 2014.

Lerthai South Hills Plaza consists of a piece of land situated at 1410-
1432 South Azusa Avenue, in the City of West Covina, California, the
USA which covers a total area of 9.43 acres with improvements thereon,
including but not limited to five single-storey retail buildings and one
2-storey multi-tenant retail building with an aggregate gross leaseable
floor area of approximately 120,589 square feet. The property is being
held by the Group as an investment property to earn rental income. The
occupancy rate for Lerthai South Hills Plaza was 85% as at 31 December
2014. Since acquisition of Lerthai South Hills Plaza completed in November
2014, it contributed rental income of approximately HK$1.7 million
to the Group during the Year. The rental income in 2015 is forecasted
to be approximately US$1.5 million (equivalent to approximately
HK$11,700,000).
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Lerthai Platinum Center (formerly known as Anaheim
Project)

In November 2014, the Group also acquired a land lot consisting of
seven parcels of land at a consideration of US$28,350,000 (equivalent to
approximately HK$221,130,000). The land is located in the northeast of
the intersection of South Stage College Boulevard and East Orangewood
Avenue, which is centrally located in Orange County, California, the USA
within a district referred to as the “Platinum Triangle” which is generally
situated between State Route 57, Interstate 5 and Katella Avenue with an
area of approximately 59,000 sg.m. The land has approved entitlements
for 525 dwelling units. The project is under preliminary planning and
design stage as at 31 December 2014.

Securities Investment and Finance

The Group’s investment in fixed rate notes with the aggregate principal
sum of US$7.5 million as at 31 December 2014, which generated an
interest income of HK$3.1 million (2013: HK$3.7 million). The fair value
of the fixed rate notes amounted to HK$63.4 million as at 31 December
2014 (2013: HK$64.5 million).

Prospect

China’s economy growth is expected to stabilize and experience a
balanced growth in the forthcoming years. The Directors are of the view
that the PRC property sector still has long term prospects in view of the
continued growing household income, urbanisation trends, increasing
demand of end-users and the governmental relaxation of property

measures.

Tangshan Lerthai City is the Group’s only development project in the PRC
in year 2014. This project is expected to complete and generates revenue
in year 2016.

After acquisition of Lerthai South Hills Plaza, the property will generate
stable rental income to the Group. The Group also plans to carry out
value-add work to enhance the capital value and return of the property.

The Group’s investment projects in the USA will provide investment
diversification against the domestic businesses. The Group will focus on
the development of the existing projects and at the same time continue to
identify suitable land acquisition opportunities for future development.

Management Discussion and Analysis
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Management Discussion and Analysis

EIEE R MO

Financial Review

During the Year, the total revenue of the Group was approximately HK$4.7
million, representing a decrease of approximately 52.5% compared to
approximately HK$10.0 million to 2013.

The revenue for the Year comprises of interest income from the Group's
investment in the fixed rate notes and rental income from the Group’s
investment property. The interest income from fixed rate notes decreased
by approximately 17.0% to HK$3.1 million (2013: HK$3.7 million). The
rental income from the Group’s investment property was approximately
HK$1.7 million for the Year (2013: nil), which is arising from the
acquisition of Lerthai South Hills Plaza in November 2014.

The interest-bearing revolving loan to a former fellow subsidiary of
HK$900,000,000 (the “Loan”) had been fully repaid to the Company on
30 January 2013 and 4 October 2013. Accordingly, no interest income
relating to the Loan has been recognized by the Group during the Year
(2013: HK$6.3 million).

Other income, gains and losses increased by HK$16.6 million to a net
gain of HK$15.6 million for the Year (2013: losses of HK$1.0 million).
The increase was mainly due to the gain in fair value change in respect
of convertible bonds of HK$9.7 million (2013: nil) and foreign exchange
gain. Moreover, the Group recorded an increase in fair value of investment
properties of HK$67.8 million (2013: nil).

The administrative expenses increased to approximately HK$84.2 million
for the Year from HK$25.0 million for 2013. During the Year, the Group
has been actively pursuing opportunities in the property development and
investment business including the acquisition of two pieces of land for the
development of the Tangshan Lerthai City, the acquisition of Lerthai South
Hills Plaza and acquisition of land for developing Lerthai Platinum Center
in the USA. As a result of the expansion in business activities, the Group
incurred higher administrative expenses during the Year, including increase
in rental and staff expenses, to support the Group’s operations in Hong
Kong, the PRC and USA.

Selling and marketing expenses increased significantly to HK$18.6 million

(2013: nil) which was mainly related to the promotion and preparation of
pre-sale of Tangshan Lerthai City during the Year.
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Total finance costs for the Year were HK$126.3 million (2013: HK$0.4
million) which was mainly attributable to (i) the issue of convertible
bonds in the principal amount of HK$550 million; (ii) the issue of bonds
with maturity of 8 years; (iii) the issue of senior notes with maturity of 3
years and (iv) the loan from a related company controlled by Mr. Yang.
Of these finance costs, approximately HK$122.5 million (2013: Nil)
was directly attributable to investment properties and properties under
development for sale and thus was capitalised. The remaining interest
costs of approximately HK$3.8 million (2013: HK$0.4 million) were related
to borrowings for general working capital purposes and were being

expensed as finance costs.

As a result of the various factors outlined above, loss before taxation for
the Year decreased by 8.7% to HK$18.5 million (2013: HK$20.2 million).

Taxation increased to HK$20.6 million (2013: HK$0.1 million). The
significant increase was mainly attributable to deferred tax expenses as a

result of the increase in fair value of investment properties in the PRC.

Due to the above reasons, the loss after tax of the Group for the Year was
approximately HK$39.0 million (2013: HK$21.0 million).

Management Discussion and Analysis
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Management Discussion and Analysis
BIRE afam M oA

Net Asset Value

As at 31 December 2014, the Group’s net assets attributable to owners
of the Company were approximately HK$513.5 million as compared to
approximately HK$559.7 million as at 31 December 2013. Net asset value
per share attributable to owners of the Company was approximately
HK$1.52 (2013: HK$1.65).

Liquidity and Financial Resources

The Group maintained a relatively strong liquidity position. As at 31
December 2014, the Group’s cash and cash equivalents maintained at
approximately HK$396.8 million (31 December 2013: approximately
HK$493.9 million). The current ratio was 2.9 times as at 31 December
2014 and 90.9 times as at 31 December 2013.

As at 31 December 2014, the Group’s net debt balance was HK$719.2
million (31 December 2013: Nil) and its total equity was HK$513.5 million
(31 December 2013: HK$559.7 million). The Group’s net gearing ratio was
140.1% as of 31 December 2014 (31 December 2013: Nil), calculated on
basis of the excess of the sum of convertible bonds, senior notes, bonds,
loan from a related company and bank borrowing net of pledged bank
deposits, bank balances and cash over the total equity.
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On 10 January 2014, the Group issued convertible bonds in the principal
amount of HK$550 million with interest of 12% plus three month HIBOR
per annum for a term of 3 years. The net proceed from the issue of
convertible bonds was approximately HK$549.1 million, which had been
used for financing the development of Tangshan Lerthai City. Details of
the convertible bonds are set out in the Company’s announcements dated
24 December 2013, 27 December 2013, 3 January 2014 and 10 January
2014.

The convertible bonds are secured by, among others, a first priority share
charge of the Company by China Lerthai Commercial Real Estate Limited
("China Lerthai”), a controlling shareholder of the Company, in respect
of all the 254,055,888 shares held by China Lerthai in the Company,
representing approximately 74.99% of the issued share capital of the
Company.

In addition, as disclosed in the Company’s announcement dated 24
December 2013, under the subscription agreement of the convertible
bonds, Mr. Yang, Longfei (“Mr. Yang”) undertakes with the subscriber
that, for so long as any of the convertible bonds or the exchangeable
bonds remains outstanding, Mr. Yang has and will continue to have and
maintain an aggregate direct and/or indirect shareholding interest of
65% or above in the total issued share capital of the Company on an as
enlarged, converted and exchanged and fully diluted basis (i.e., assuming
that all outstanding convertible bonds, exchangeable bonds and all other
securities convertible or exchangeable into shares or other securities of the
Company, if any, are converted or exchanged in full) at all times.

On 12 June 2014, the Group entered into a loan agreement with a
related company which is controlled by Mr. Yang. Pursuant to agreement,
the related company agreed to provide a facility with principal amount
of HK$502 million (equivalent to approximately RMB400 million) to the
Group with interest of 12% per annum. The borrowing is unsecured and
repayable within three years. As at 31 December 2014, principal amount
of approximately HK$290.4 million had been drawn down (31 December
2013: Nil).

During the Year, the Company issued bonds in amount of HK$30 million
with interest rate of 8% per annum with maturity of 8 years. In 2015, the
Company also issued the second tranche of bonds in amount of HK$10
million with interest rate of 8% per annum with maturity of 8 years. The
Company also issued 3-year senior notes with an aggregate amount of
HK$163 million with interest rate of 10% per annum during the Year. The
majority of the proceeds from these bonds and senior notes had been
used to finance the development of real estate projects and as general
working capital of the Group.

Moreover, in November 2014, the Group obtained a mortgage loan with
an amount of US$11.5 million (equivalent to approximately HK$89.2
million) with maturity of 10 years with the pledge of Lerthai South Hills
Plaza.

Management Discussion and Analysis
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Management Discussion and Analysis

R ERE S

Cash Flows Management and Liquidity Risk

Management of the Group’s cash flows is the responsibility of the
Group's treasury function at the corporate level. Our objective is to
maintain a balance between continuity of funding and flexibility through
a combination of internal resources, bank borrowings, debts and equity
securities, where appropriate. We are comfortable with our present
financial and liquidity position, and will continue to maintain a reasonable
liquidity buffer to ensure sufficient funds are available to meet liquidity

requirements at all times.
Foreign Exchange Exposure

The Group’s investment, assets and liabilities are mainly denominated in
Hong Kong dollar (“HK$"), Renminbi (“RMB”) and United States dollar
(“US$”) and no hedging has been made during the Year. The revenue
to be generated in the Tangshan Lerthai City under the Group will be
denominated in RMB, while the convertible bonds, senior notes and bonds
issued in the Year are denominated in HK$. The Group will continue to
monitor closely its exposure to exchange rate and interest rate risks, and
may employ derivative financial instruments to hedge against risks when

necessary.
Pledge of Assets

As of 31 December 2014, the Group had pledged a completed investment
property with an amount of HK$166.8 million (2013: nil) to secure a
borrowing of approximately HK$89.2 million (2013: nil).

Capital and Other Development Related
Commitment and Contingent Liabilities

As at 31 December 2014 and 2013, the Group had no material contingent
liabilities.

As at 31 December 2014, the Group had contracted but not provided for
commitments for development cost and capital expenditure in amount of

approximately HK$1,846 million.
As at 31 December 2013, the Group had authorised but not contracted

for commitments of acquisition of land and properties amounting to not
more than HK$768 million.
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Management Discussion and Analysis

BIRE R A MO

Employee and Remuneration Policy

As at 31 December 2014, our Group had 172 employees (31 December
2013: 33). The staff costs (other than the directors’ emoluments) increased
by 847.3% from HK$4.5 million in 2013 to HK$42.4 million in 2014.

The emoluments payable to Directors were recommended by the
remuneration committee of the Company by making reference to their
duties and responsibilities with the Company. The remuneration of
employees is determined by the management with reference to the
performance and working experience of the employees and the current
market conditions. The Group offers competitive wages to the employees
and pays bonus pursuant to the performance of the Group and the
individual employee. Other benefits include the contributions to the
statutory mandatory provident fund scheme for the employees in Hong
Kong and to the central pension scheme for the employees in the PRC
and the USA and Canada. During the Year, the Group has adopted a
share award scheme and a share option scheme as part of the long term

incentives for the employees.
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Management Discussion and Analysis

R ERE S

Property Valuations

Property valuations on the Group’s investment properties located in the
USA and the PRC as at 31 December 2014 have been carried out by
independent qualified professional valuers, CCP Group, Inc. and DTZ
Debenham Tie Leung Limited, respectively. The property valuations
were used in preparing 2014 annual results. The valuations were based
on income capitalisation approach, direct comparison approach and
residual method by making reference to comparable market information
as available in the relevant markets. For investment properties under
development, the valuation has also taken into account the construction
costs expended and to be expended to complete the development. The
Group's investment properties were valued at HK$568.1 million as at
31 December 2014, an increase in fair value of HK$67.8 million was
recognised in the consolidated statement of profit or loss and other
comprehensive income for the Year. As at 31 December 2013, the Group

had no investment properties.

YIEEE

REEBREBMNFEMOKREMER_T—ONF+=A=
T—HHOWEMLE HHBHBLEEERBREMERMCCP
Group, INnC. REERITHRARMEIT - MWEHERNRHEER
T -MFEFEEE HERBRAEROE  BEELR
ERFRELERBTIS A BN A HLERT S ERME -
BREBPREDE  HESCERATKHARE MRS
TAHEERAR c REBREMER T —NF+ A=
T—HZHERSSI1BEEET  MAFEEINCT.8HEE
TERAFEZHEGEHRGRETRR - R_T—=F
TZA=+—H  AEEEHEREME -

16 LT Commercial Real Estate Limited Annual Report 2014

Tangshan Lerthai City 3D rendering
B I $ZMIDHRE



Profiles of Directors and Senior Management

Executive Directors

Mr. Yang, Longfei (“Mr. Yang”), aged 49, joined the Group in 2013,
is currently the executive Director, chairman, chief executive officer as
well as the member of the investment committee of the Company. He is
responsible for the land development and property investment business
of the Group, monitoring the functions of the Board and formulating the
strategies and policies for the Group’s overall long-term development. Mr.
Yang is also the founder and sole director of China Lerthai Commercial
Real Estate Holdings Limited, a controlling shareholder of the Company.
Mr. Yang is also the sole ultimate shareholder and the chairman of the
board of directors of China Lerthai Commercial Real Estate Group Limited.
Mr. Yang has approximately 18 years of experience in commercial retail
and approximately 11 years of experience in property investment. Mr.
Yang is currently a committee member of the eleventh Chinese People’s
Political Consultative Conference of Hebei Province. Mr. Yang is also the
director of certain subsidiaries of the Company. Mr. Yang is the father of
Mr. Yang, Shao Xing Max, one of the executive Directors.

Ms. Dai, Hui ("Ms. Dai”), aged 44, joined the Group in 2013, is currently
the executive Director and the member of the investment committee of
the Company. Ms. Dai joined China Lerthai Commercial Real Estate Group
Limited in 2009 and is currently the financial controller of China Lerthai
Commercial Real Estate Holdings Limited. Prior to October 2009, Ms.
Dai was the financial controller of Hebei Baolongcang Commercial Chain
Operators Co., Ltd.* (AJL{RAER S EHLE /R AF) from 1996 to
2009. Ms. Dai has over 12 years of experience in corporate financing
and accounting management. Ms. Dai obtained a Master of Business
Administration degree from The Open University of Hong Kong in 2007
and is currently attending an Executive Master of Business Administration
program at The Chinese University of Hong Kong. Ms. Dai is also the
director of certain subsidiaries of the Company.

Mr. Chan, Tik Sang ("Mr. Chan”), aged 34, joined the Group in 2013, is
currently the executive Director, the deputy chief executive officer and the
member of the investment committee of the Company. He is responsible
for corporate finance, global investment, mergers and acquisitions,
and investor relations of the Group and he is also involved in the daily
operation and overall business development strategy of the Group.
Mr. Chan graduated from The Hong Kong University of Science and
Technology with a bachelor’s degree of Business Administration in Finance,
and has accumulated over 11 years of experience in financial industry in
Hong Kong. Mr. Chan is also the director of subsidiary of the Company.

Mr. Yang, Shao Xing Max, aged 25, joined the Group in 2013, is
currently the executive Director. He is also the director and chief executive
of LT Global Investment, Inc., a subsidiary of the Company. Mr. Yang,
Shao Xing Max graduated from the University of Southern California,
U.S.A. with a Bachelor of Art degree in Economics and he has been
actively involved in real estate development business. He has been active
in the real estate market for over five years, especially in the USA market,
and has led the USA team to perform due diligence on multiple potential
acquisitions and eventually closed acquisitions amounted to approximately
HK$ 390 million. Mr. Yang, Shao Xing Max is a member of Urban Land
Institute Los Angeles chapter and International Council of Shopping
Centers. He currently manages over approximately HK$ 401 million worth
of asset under the subsidiaries in the USA. Mr. Yang, Shao Xing Max is
the son of Mr. Yang, the executive Director, chairman and chief executive
officer of the Company.
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Profiles of Directors and Senior Management

EEMEREEEGHN

Non-executive Directors

Mr. Lee, Vincent Marshall Kwan Ho (“Mr. Lee"”), Officer of the Order
of the Crown (Belgium), aged 59, joined the Group in 2013, is currently a
non-executive Director and the chairman of the investment committee of
the Company. Mr. Lee is the chairman of Tung Tai Group of Companies.
He has been serving as independent non-executive director of Hong Kong
Exchanges and Clearing Limited (Stock Code: 388) since 2000 and is the
deputy chairman of audit committee, member of executive committee
and panel member of nomination committee, chairman of cash market
consultative panel and chairman of disciplinary appeals committee. He was
appointed as an independent non-executive director of the Guangdong
Land Holdings Limited (formerly known as Kingway Brewery Holdings
Limited) (Stock Code: 124) in March 2009 and is the chairman of the
audit committee and member of the remuneration committee and the
nomination committee. He was appointed as the chairman and director
of Hang Tai Securities Limited in July 2013. Mr. Lee was also appointed as
the member of Clearing and Settlement Systems Appeals Tribunal in Hong
Kong in November 2013.

Mr. Lee has over 32 years of experience in the securities and futures
industry and has extensive experience in banking, corporate finance and
investment. He worked for Coopers and Lybrand, Los Angeles & Boston
from 1978 to 1981; HSBC group, Hong Kong & Vancouver from 1981 to
1990.

He undertook a number of public service and community activities. In
January 2013, he was appointed as a Non-official Member of Financial
Services Development Council. Mr. Lee is the chairman of Sir Murray
MacLehose Trust Fund Investment Advisory Committee and has been a
member of Correctional Services Children’s Education Trust Committee. He
was also a part-time member of Central Policy Unit of the Government of
the HKSAR from 2007 to 2008, a member of Academic and Accreditation
Advisory Committee of Securities and Futures Commission from 2002
to 2006 and a member of Securities and Futures Appeals Tribunal from
2003 to 2009. He has been a founding member of Canadian International
School of Hong Kong Limited since 1990 and acted as its chairman
from 2006 to 2008. He acted as chairman of the Institute of Securities
Dealers Limited from 2005 to February 2009, and became the permanent
honourable president since February 2009.

Mr. Lee graduated Magna Cum Laude in Accounting and International
Finance from the University of Southern California, USA and received a
Master of Economics from the London School of Economics and Political
Science at the University of London, UK. Mr. Lee is a Certified Public
Accountant in State of California, USA and fellow member of Hong Kong
Institute of Certified Public Accountants.
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Profiles of Directors and Senior Management

Mr. Lam, Kwong Wai ("Mr. Lam”), aged 59, joined the Group in 2000,
is currently the non-executive Director and the member of the investment
committee of the Company. He was the former group financial controller
and company secretary of the Company. Mr. Lam is an executive director,
group financial controller and company secretary of Chinese Estates
Holdings Limited (Stock code: 127). He was also a non-executive director
of Common Splendor International Health Industry Group Limited
(formerly known as G-Prop (Holdings) Limited) (Stock code: 286) during
the period from 14 August 2012 to 8 March 2013. Mr. Lam is a Certified
Public Accountant (Practising) in Hong Kong. He holds a Master Degree in
Business Administration from the University of Warwick, United Kingdom.
He has over 36 years of experience in auditing, finance and accounting.

Independent Non-executive Directors

Mr. Fan, Ren Da Anthony, aged 54, joined the Group in 2013, is
currently an independent non-executive Director, chairmen of the
remuneration committee and nomination committee and member of
audit committee of the Company. He holds a Master's degree in Business
Administration from the United States of America. He is the chairman and
managing director of AsiaLink Capital Limited. He held senior positions in
various international financial organizations in the past. Mr. Fan, Ren Da
Anthony is also an independent non-executive director of Uni-President
China Holdings Ltd. (Stock Code: 220), Raymond Industrial Limited (Stock
Code: 229), Shanghai Industrial Urban Development Group Limited (Stock
Code: 563), China Development Bank International Investment Limited
(Stock Code: 1062), CITIC Resources Holdings Limited (Stock Code: 1205),
Technovator International Limited (Stock Code: 1206), Guodian Technology
& Environment Group Corporation Limited (Stock Code: 1296), Renhe
Commercial Holdings Company Limited (Stock Code: 1387), CGN Meiya
Power Holdings Co., Ltd (Stock Code: 1811), Neo-Neon Holdings Limited
(Stock Code: 1868), Hong Kong Resources Holdings Company Limited
(Stock Code: 2882) and Tenfu (Cayman) Holdings Company Limited (Stock
Code: 6868), and all listed on the Main Board of the Stock Exchange.

Mr. Fan, Chun Wah Andrew, aged 36, joined the Group in 2013,
is currently an independent non-executive Director, chairman of the
audit committee and members of the remuneration committee and the
nomination committee of the Company. Mr. Fan is a practising certified
public accountant in Hong Kong with over 9 years of experience. He
holds a Bachelor degree of Business Administration (Accounting and
Finance) from the University of Hong Kong and a Bachelor degree in
Laws from the University of London. He is a practicing CPA under the
name of C. W. Fan & Co. and prior to that, he was a vice president of
Citigroup and a manager of PricewaterhouseCoopers, Hong Kong. Mr.
Fan, Chun Wah Andrew is a member of the Association of Chartered
Certified Accountants in the United Kingdom and the Hong Kong Institute
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Profiles of Directors and Senior Management

EEMEREEEGHN

of Certified Public Accountants. He is also a committee member of the
tenth and eleventh Chinese People’s Political Consultative Conference
of Zhejiang Province, the fourth and fifth Chinese People’s Political
Consultative Conference of Shenzhen and the vice chairman of Zhejiang
Province United Young Association. Mr. Fan, Chun Wah Andrew is an
independent non-executive director of Milan Station Holdings Limited
(Stock Code: 1150), Chuang's China Investments Limited (Stock Code:
298), Sinomax Group Limited (Stock Code: 1418) and Fulum Group
Holdings Limited (Stock Code: 1443), four companies all listed on the
Main Board of the Stock Exchange. He was an independent non-executive
director of Far East Holdings International Limited (Stock Code: 36), a
company listed on the Main Board of the Stock Exchange, during the
period from 9 October 2009 to 1 March 2012, and CIG Yangtze Ports
PLC (Stock Code: 8233), the shares of which are listed on the Growth
Enterprises Market of the Stock Exchange, during the period from 28
February 2009 to 31 March 2014.

Mr. Lau, Yu Fung Wilson ( "Mr. Lau”), aged 50, joined the Group in
2013, is currently an independent non-executive Director and members
of audit committee, remuneration committee and nomination committee
of the Company. Mr. Lau graduated from the University of Adelaide
with Bachelor of Laws and South Australian Institute of Technology with
Graduate Diploma in Legal Practice. He has over 22 years of experience
in legal and commercial practice in Australia and Hong Kong. Mr. Lau is a
senior partner of Messrs. Lau Kwong & Hung, a legal firm of Hong Kong.

Senior Management

Ms. Lui, Mei Ka (“Ms. Lui”), aged 30, joined the Group in 2013, is the
financial controller and company secretary of the Company. She is a
member of the Hong Kong Institute of Certified Public Accountants and
holds a bachelor degree in business administration majoring in finance
from the Chinese University of Hong Kong. Prior to joining the Group, Ms.
Lui has about 8 years of experience in auditing and accounting in Deloitte
Touche Tohmatsu and has extensive experience in financial management.
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Corporate Governance Report

Objective

The Board is committed to maintaining high standards of corporate
governance so as to ensure high transparency and protection of the
interests of the shareholders of the Company (the “Shareholders”)
in general. The Board endeavours to ensure effective self-requlatory
practices, to maintain sound internal control system and to absorb high
calibre members to the Board.

The purpose of this corporate governance report of the Company (the
"Corporate Governance Report”) is to present to Shareholders how the
Company has applied the principles in the Corporate Governance Code
and Corporate Governance Report (the "CG Code”) under Appendix
14 to the Rules Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
throughout the Year.

Adopted Codes

The Company has adopted the code provisions and certain recommended
best practices set out in the CG Code to enhance corporate governance in
the interests of the Company and its Shareholders.

Upon review of the corporate governance practice of the Company, the
Board believed that the Company has applied the principles in the CG
Code and complied with the code provisions of the CG Code during the
Year, except for the deviations as follows:

Under code provision A.2.1 of the CG Code, the roles of chairman and
chief executive should be separate and should not be performed by the
same individual. Mr. Yang was appointed as the chairman and the chief
executive officer of the Company (the “CEQ"”) on 28 February 2013
and 20 March 2014 respectively. The Group therefore did not separate
the roles of the chairman and the CEO. The Board considered that Mr.
Yang had in-depth knowledge and experience in the property investment
and development industry and was the most appropriate person to
manage the Group, therefore, the roles of chairman and CEO by the
same individual, Mr. Yang, was beneficial to the business prospects and
management of the Group.
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Corporate Governance Report
TERERBES

Under code provision F.1.1 of the CG Code, the company secretary of a
company should be an employee of the listed company and should have
day-to-day knowledge of the company’s affairs. Ms. Lam, Yuen Ling Eva
("Ms. Lam”) was the company secretary of the Company (“Company
Secretary”) and is delegated by an external service provider. The external
service provider’s primary contact person in the Company was Mr. Chan,
an executive Director. Since 20 March 2014, Ms. Lui, who is also the
financial controller of the Group, has been appointed as the Company
Secretary in place of Ms. Lam. Therefore, the code provision F.1.1 of the
CG Code is complied.

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in Appendix 10
to the Listing Rules as a code of conduct regarding securities transactions
by the Directors. Having made specific enquiry of all Directors, all Directors
confirmed that they have complied with the required standard set out in
the Model Code throughout the Year.

Board of Directors
Structure

As at the date of this annual report, the Board comprised four executive
Directors, two non-executive Directors and three independent non-
executive Directors. The composition of the Board is as follows:

Executive Directors

Mr. Yang, Longfei (Chairman and Chief Executive Officer)

Ms. Dai, Hui

Mr. Chan, Tik Sang (Deputy Chief Executive Officer)

Mr. Yang, Shao Xing Max (re-designated from non-executive Director to
executive Director on 20 March 2014)

Non-executive Directors

Mr. Lee, Vincent Marshall Kwan Ho
Mr. Lam, Kwong Wai

Independent Non-executive Directors

Mr. Fan, Ren Da Anthony
Mr. Fan, Chun Wah Andrew
Mr. Lau, Yu Fung Wilson

As at the date of publication of this annual report, the Board consists of 9
Directors.
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The independent non-executive Directors (the "INEDs”) represent one-
third members of the Board. The profiles of all Directors are set out on
pages 17 to 20 of this annual report. Save as disclosed in this annual
report, there is no other relationship among members of the Board,
including financial, business, family or other material/relevant relationship.
The INEDs are highly experienced professionals and businessmen with
a broad range of expertise and experience in accounting, finance, legal
and business management and one of them has appropriate professional
accounting qualification as required by the Stock Exchange.

The Board is responsible for directing and supervising the Company’s
affairs. Each Director acts in good faith for the best interest of the
Company. The Directors are collectively and individually responsible to
the Company for the manner in which the affairs of the Company are
managed, controlled and operated. They had devoted sufficient time and
attention to the Company’s affairs during the Year.

All the Directors, including the INEDs, must retire by rotation at least
once every three years, and no Director shall hold office for a continuous
period in excess of three years, or past the third annual general meeting,
following the Director’s appointment or re-election, whichever is longer,
without submitting himself/herself for re-election at the annual general
meeting, under the articles of association of the Company (the "Articles
of Association”). As such, the term of office of each Director has been
specified under the Articles of Association.

Assistance to Directors in Decision Making

Throughout their period in office, the Directors have been informed of
the Group’s business, the competitive and regulatory environments in
which it operates and other changes affecting the Group and the industry
it operates in as a whole. They have also been advised on appointment
of their legal and other duties and obligations as directors of a company
and updated on changes to the legal and governance requirements of the
Group and upon themselves as the Directors.

The Directors are given access to the Company Secretary or independent
professionals for advice at the Company’s expense, when they deem it is
necessary in order for them to carry out their responsibilities from time to

time.
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Conduct of Meetings

The Directors are consulted and properly briefed for matters to be included
in the meeting agenda. The Board is supplied with relevant information
as well as reports relating to operational and financial performance of the
Group before each regular Board meeting. At least 14 days’ notice of a
regular Board meeting is given to all Directors providing them with the
opportunity to attend the meeting. For regular Board meetings, and so
far as practicable in all other cases, an agenda and accompanying board
papers are dispatched to all Directors at least 3 days before the meeting
to ensure that they have sufficient time to review the papers and will
be adequately prepared for the meeting. Senior management is invited
to attend the meeting to address to the Board members’ queries. This
enables the Board to have pertinent data and insight for a comprehensive
and informed evaluation as part of the Board's decision-making purpose.

The chairman of the Company (the "“Chairman”) has delegated the
responsibility to the Company Secretary for drawing up and approving
the meeting’s agenda for each Board meeting, taking into account of any
matter proposed by the other Directors for inclusion in the agenda.

The proceedings of the Board at its meetings are generally monitored
by the Chairman who would ensure that sufficient time is allocated
for discussion and consideration of each item on the agenda. Equal
opportunities are given to each Director to express his/her views and

concerns.

Each Director has to declare his/her interest and to abstain from voting
on any board resolution in which he/she or any of his/her associates
has a material interest pursuant to the Articles of Association and the
Companies Ordinance (Cap. 622, Laws of Hong Kong).

All Directors have full access to the advice and services of the Company
Secretary to ensure the Board's procedures, rules and regulations are
followed. Draft and final versions of minutes of each Board meeting in
sufficient details are sent to the Directors for comments and records within
reasonable time after the meeting is held. The minutes of the Board and
the Board committees’ meetings are kept by the Company, which are
open for inspection by the Directors on reasonable notice.
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During the year, 7 Board meetings were held on 20 March 2014, 23 May
2014, 23 July 2014, 25 July 2014, 25 August 2014, 2 September 2014
and 2 December 2014, and 4 general meetings were held on 12 June
2014, 15 July 2014 and 22 August 2014 (2 meetings). The Company
Secretary and the Company’s senior management had attended the

Board meetings to report matters arising from corporate governance, risk

management, statutory compliance, accounting, finance and business. The

individual attendance of each Director at the Board meetings and general

meeting held during the Year is as follows:
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No. of HE
Board meetings #£17
attended/held Exg
(Percentage of 2RYA
Board meetings attendance in total) EFZEER (BHER)
Directors during the Year KEECES
Executive Directors HITEE
Mr. Yang, Longfei 7/7 (100%) 1HEEREE 7/7 (100%)
(Chairman and Chief Executive Officer) (EERITIHAEE)
Ms. Dai, Hui 7/7 (100%) &EL+ 7/7 (100%)
Mr. Chan, Tik Sang 7/7 (100%) R 3 AE ST A 7/7 (100%)
(Deputy Chief Executive Officer) (BT AE5)
Mr. Yang, Shao Xing Max 7/7 (100%) 1HLEEAE 7/7 (100%)
(re-designated from non-executive Director to (R=Z—F=A=+H

executive Director on 20 March 2014)

Non-executive Directors
Mr. Lee, Vincent Marshall Kwan Ho
Mr. Lam, Kwong Wai

Independent non-executive Directors
Mr. Fan, Ren Da Anthony

Mr. Fan, Chun Wah Andrew

Mr. Lau, Yu Fung Wilson

7/7 (100%)
7/7 (100%)

7/7 (100%)
6/7 (85.71%)
4/7 (57.14%)

WIFRTEZRERNTES)

HFHTEE

FERKE 7/7 (100%)
MABTELE 7/7 (100%)
BIIHTTEE

BICESE 7/7 (100%)
SBEREES A 6/7 (85.71%)
GG Stea 4/7 (57.14%)

BRELESRAT —T—INFEFR 25



Corporate Governance Report
TERERBES

No. of HE
general meetings 217
attended/held BRERE
(Percentage of A
General meetings attendance in total) REA® (BHE=R)
Directors during the Year rEECZES
Executive Directors HiTEE
Mr. Yang, Longfei 4/4 (100%)  BEEMTE 4/4 (100%)
(Chairman and Chief Executive Officer) (FERITHAEE)
Ms. Dai, Hui 4/4 (100%) BIELZ+ 4/4 (100%)
Mr. Chan, Tik Sang 4/4 (100%)  PRIAESEAE 4/4 (100%)
(Deputy Chief Executive Officer) (BI7TE 48 %)
Mr. Yang, Shao Xing Max 4/4 (100%) HBLE%E4E 4/4 (100%)
(re-designated from non-executive Director to (RZZE—m&=A_=-+H

executive Director on 20 March 2014)

Non-executive Directors
4/4 (100%)
4/4 (100%)

Mr. Lee, Vincent Marshall Kwan Ho
Mr. Lam, Kwong Wai

Independent non-executive Directors
Mr. Fan, Ren Da Anthony

Mr. Fan, Chun Wah Andrew

Mr. Lau, Yu Fung Wilson

4/4 (100%)
4/4 (100%)
1/4 (25%)

Works Performed

During the Year, besides attending the Board meetings to consider and
make decision on corporate governance, risk management, statutory
compliance, accounting, finance and business matters, the Directors had
brought independent opinion and judgment on the Company’s strategy,
performance and standards of conduct; had taken the lead where
potential conflicts of interests arose; had served on Board committees;
endorsed on various corporate governance related matters and policies;
had ensured that the Board maintained high standards of financial and
other mandatory reporting; carried out reviews on matters reported by
the Board committees, and had provided adequate checks and balance to
safeguard the interests of Shareholders in general and the Company as a
whole.
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During the Year, the non-executive Directors and INEDs had actively
participated in the Board meetings, brought independent judgment and
given their comments to the information or reports submitted to the

meetings.

Besides attending the Board or committee’s meetings, in order to make
timely decision and have effective implementation of the Company’s policy
and practice, the Board had also adopted written resolutions signed by all
Directors to make decision on corporate affairs from time to time.

As part of the continuing process on supervising the Company’s affairs,
the Directors, acting through by the audit committee of the Company
(the "Audit Committee”), had reviewed the adequacy of resources,
qualifications and experience of the Company’s accounting staff and
financial reporting function.

Directors’ Confirmation

The Company has received, from each INED, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company
considered that all the INEDs are independent.

Chairman and Chief Executive Officer

According to the code provision A.2.1 of the CG Code, the roles of the
chairman and the chief executive should be separate and should not be
performed by the same individual.

Mr. Yang was appointed as the Chairman and the CEO, therefore, the
Group did not separate the roles of the Chairman and the CEO. The
Board considered that Mr. Yang had in-depth knowledge and experience
in the property investment and development industry and was the most
appropriate person to manage the Group, therefore, the roles of Chairman
and CEO by the same individual, Mr. Yang, was beneficial to the business
prospects and management of the Group.

Board Committees

The Board has established the Audit Committee, remuneration
committee (the “Remuneration Committee”), nomination committee (the
"Nomination Committee”) and investment committee (the "Investment

Committee”) of the Company with defined roles and terms of reference.
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Audit Committee
Structure

The Audit Committee has been established since December 2000 with
the roles to assist the Board in establishing formal and transparent
arrangements for considering how it will apply the financial reporting
and the internal control principles and for maintaining an appropriate
relationship with the Company’s external auditor (the "Independent
Auditor”). It acts in an advisory capacity and makes recommendations to
the Board.

All the Audit Committee members possess diversified industry experience.
The chairman of the Audit Committee has appropriate professional
qualification, accounting or related financial management expertise as
required by the Listing Rules.

As at the date of the publication of this annual report, the Audit
Committee is made up of the INEDs, namely:

Mr. Fan, Chun Wah Andrew (Chairman)
Mr. Fan, Ren Da Anthony
Mr. Lau, Yu Fung Wilson

Function

The Audit Committee’s terms of reference can be found on the websites
of the Company and the Stock Exchange. The major duties of the Audit

Committee are summarised below:

i to make recommendations to the Board on the appointment,
re-appointment and removal of the Independent Auditor, review
and monitor their independence and objectivity as well as the
effectiveness of the audit process;

ii) to monitor the integrity of the interim and annual consolidated
financial statements, reports and accounts of the Group, and to
review any significant financial reporting judgments contained in

them;

iii) to review and ensure the effectiveness of the Company’s financial

control, internal control and risk management systems; and

iv) to develop and review the Company’s policies and practices on
corporate governance, make recommendations to the Board,
and to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.
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Conduct of Meetings

The Audit Committee shall meet at least twice each year. The Company
prepares and delivers an information memorandum that includes all
relevant information about the meetings to the Audit Committee
members at least 3 days prior to such meetings. During the Year, the
Audit Committee members reviewed the information memorandum with
due care and discussed with the Company’s senior management during
the meetings.

During the Year, the Audit Committee held 2 meetings on 20 March
2014 and 25 August 2014 with the presence of the Company’s senior
management. Minutes drafted by the Company Secretary were circulated
to the Audit Committee members for comments within a reasonable time
after each meeting. Executed minutes were kept by the Company and
copies of the minutes were sent to the Audit Committee members for
records.

Individual attendance of each Audit Committee member at the meetings
held during the Year is as follows:
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No. of HE

Audit Committee 247

meetings attended/ EREEE

held (Percentage of =51

Members attendance in total) K& (BHER)

Mr. Fan, Chun Wah Andrew (Chairman) 2/2 (100%)  SeizELA (£E) 2/2 (100%)

Mr. Fan, Ren Da Anthony 2/2 (100%) sSeitiEfsE 2/2 (100%)

Mr. Lau, Yu Fung Wilson 172 (50%) ZIMZ 4t 1/2 (50%)

Works Performed BITZTE

The works performed by the members of the Audit Committee during the EH#ZEE8E&MERAEER BT TIEMANT

Year are summarised below:

i reviewed and considered the accounts and consolidated financial
statements of the Group for the year ended 31 December 2013
and interim accounts for 2014;

ii) reviewed, discussed and agreed with the Independent Auditor in
respect of the audit fee for the Year; the terms of the engagement
letters; the nature, scope of audit and reporting obligations for the
Year;
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WAL
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iii) reviewed and assessed the adequacy and effectiveness of
the Group's financial reporting and controls, internal control
procedures and risk management systems;

iv) reviewed the corporate governance practices and monitored the
progress of compliance of the CG Code and its disclosure in the
Corporate Governance Report;

V) reviewed the performance of the properties of the Group for the
year ended 31 December 2013;

Vi) reviewed the adequacy of resources, qualifications and experience
of the staff in accounting and financial reporting function, and the
training programmes and budget;

vii) discussed with Independent Auditor with respect to the accounting
principles and practices adopted by the Group, compliance with
the Listing Rules and other financing reporting requirements;

the Audit Committee is satisfied with the condition of the
Company, including the corporate governance practices, internal control

Overall,

system, qualifications and experience of the staff in accounting and
financial reporting function, and the training programmes and budget.

One of the specific works vested upon the Audit Committee is to develop
and review the Company’s policies and practices on corporate governance.
Upon reviewed by the Audit Committee and endorsed with approval by
the Board, the main policy for the Company’s corporate governance is to
develop the Company itself as a sustainable and competitive company in
the business sector in the interests of the Company and the Shareholders
as a whole, with an aim for a prudent and profitable development and
long term achievement of growth through the well-established corporate
governance principles, management and practices. As a listed company
in Hong Kong, the Company is obliged to follow the principles, code
provisions and recommended best practices (if applicable) set forth
in Appendix 14 to the Listing Rules as the substantial requirement on
achieving a high corporate governance standard as well as a fundamental

part of the corporate governance policy of the Company.
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Remuneration Committee

Structure

The Remuneration Committee has been established since June 2005 with
the roles to assist the Board in reviewing and determining the framework
or broad policy for remuneration packages of the Directors and senior
management, overseeing any major changes in employee benefit

structures and considering other topics as defined by the Board.

As at the date of the publication of this annual report, the Remuneration
Committee is made up of the INEDs, namely:

Mr. Fan, Ren Da Anthony (Chairman)
Mr. Fan, Chun Wah Andrew
Mr. Lau, Yu Fung Wilson

Function

The principal responsibilities of the Remuneration Committee are as
follows:

i) to make recommendations to the Board on the Company’s
policy and structure for all Directors’ and senior management’s
remuneration and on the establishment of a formal and
transparent procedures for developing remuneration policy;

ii) to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior management
including benefits in kind, pension rights, compensation payments
(including any compensation payable for loss or termination of
their office or appointment);

iii) to make recommendations to the Board on the remuneration of

executive and non-executive Directors; and

iv) to review and make recommendations to the Board for approving
the services contracts/agreements of all Directors.

The Remuneration Committee’s terms of reference can be found on the
websites of the Company and the Stock Exchange.

The Remuneration Committee would consult the Chairman about its
proposals on remuneration of other executive and non-executive Directors

and seek internal and external professional advices if considered necessary.
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Conduct of Meetings

During the Year, the Remuneration Committee held 4 meetings on 20
March 2014, 23 May 2014, 25 July 2014 and 2 December 2014 to
consider and recommend, among others, to the Board on the annual
remuneration of the Directors and senior management for the Year.

EBZET

RAEFER  HFHEEER-T-—NF=A=+A -
*E¢£H2+:E~:2 mELA=+RAARS
MF+=A-BBITHMREH - u%%&m%%A@

BEERHRERERNAFEZFEMNE -

Individual attendance of each committee member at the meetings held WRAFER @ FRXESHRER S HE 2 HERNT ¢
during the Year is as follows:
No. of HES
Remuneration 2
Committee FHEEE
meetings attended/ =f ]
held (Percentage of #®A
Members attendance in total) K& (BHER)
Mr. Fan, Ren Da Anthony (Chairman) 4/4 (100%)  SBlCESE (FE) 4/4 (100%)
Mr. Fan, Chun Wah Andrew 4/4 (100%)  SBEEZESTA 4/4 (100%)
Mr. Lau, Yu Fung Wilson 2/4 (50%) B A 2/4 (50%)
Works Performed BITZIE
The works performed by the members of the Remuneration Committee  #HZE &K ENAFEARNMEITZ TIEMMMT ¢

during the Year are summarised below:

)] considered and made recommendations to the Board for
endorsement of the remuneration policy of the Company
(including the adoption of the share award scheme and the share
option scheme) and letters of appointment of the Directors and
senior management with major terms and conditions, to comply
with the CG Code; and

i) assessed performance of executive Directors and considered and
made recommendations to the Board on the remuneration of the
Directors and senior management for the Year.

Details of the amount of Directors’ emoluments during the Year are set
out in note 12 to the financial statements in this annual report.
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Nomination Committee

Structure

The Nomination Committee was established in 2012 with the role to
lead the process and to make recommendations for appointments to the
Board, whether as additional appointment or to fill up the casual vacancy
of directorship as and when they arise, in the light of challenges and
opportunities facing the Company, as well as business development and
requirements of the Company.

As at the date of the publication of this annual report, the Nomination
Committee is made up of the INEDs, namely:

Mr. Fan, Ren Da Anthony (Chairman)
Mr. Fan, Chun Wah Andrew
Mr. Lau, Yu Fung Wilson

Function

The principal responsibilities of the Nomination Committee are as follows:

i) to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s strategy;

ii) to assess on the independence of the independent non-executive
Directors; and

iii) to make recommendations to the Board on the appointment
or re-appointment and succession planning for Directors and to
identify individuals suitably qualified to become Board members.
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The Nomination Committee has adopted a “Policy, Procedure and Process,
and Criteria for Nomination of Directors” setting out the approach to
achieve diversity on the Board. The basic nomination policy is to keep
under review the leadership needs of Board as the core organ of the
Company, both executive and non-executive, with a view to ensure the
continued stability of the Company and continued ability of the Board
to lead the Company’s business and development and to compete
effectively in the business sector, taking into account the challenges
and opportunities facing the Company currently and in the future. The
Nomination Committee may evaluate the balance of skills, experience and
knowledge in the Board members and may seek independent professional
advice or assistance including engagement of recruitment agent or
external research consultancy, or use open advertising or other appropriate
means in appropriate circumstances at the Company’s expense to assess a
wide base of potential candidates to become a director of the Company.

The Nomination Committee’s terms of reference can be found on the
websites of the Company and the Stock Exchange.

Conduct of Meetings

During the Year, the Nomination Committee held 2 meetings on 20 March
2014 and 2 December 2014.
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Individual attendance of each committee member at the meetings held RAREER  EEZE8e@RKEREZZHEXRNT :
during the Year is as follows:

No. of HE
Nomination 217
Committee REZE®
meetings attended/ =
held (Percentage of #H
Members attendance in total) g8 (AHER)
Mr. Fan, Ren Da Anthony (Chairman) 2/2 (100%)  sgiosEsea () 2/2 (100%)
Mr. Fan, Chun Wah Andrew 2/2 (100%) g EcaEscA 2/2 (100%)
Mr. Lau, Yu Fung Wilson 172 (50%) B s A4 1/2 (50%)
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Works Performed

The works performed by the members of Nomination Committee during
the Year are summarised below:

i considered and reviewed the policy, procedures and process
and criteria for the nomination of the Directors and made
recommendations to the Board for its endorsement; and

ii) reviewed the structure, size and composition of the Board.

Nomination Procedures and Process

The Nomination Committee may nominate any person that having the
relevant qualities and criteria as determined by the Nomination Committee
as well as required by the Companies Ordinance (Cap. 622, Laws of Hong
Kong), the Listing Rules or other applicable laws and regulations in Hong
Kong to become a director (whether executive or non-executive) whenever
(i) the executive Director(s) or the Nomination Committee is/are of the
view that according to the current or prospective business development
and requirements of the Company; or (i) for succession planning for
the Board, there is a demand for an appointment of new Director as an
addition to the Board or to fill up the casual vacancy in the Board.

During the nomination process, the Nomination Committee may evaluate
the balance of skills, experience, independence and knowledge in the
Board members and may prepare a description or job specification of
the role and capabilities required for any new or particular appointment
to the Board if it thinks fit and proper. The Nomination Committee may
seek independent professional advice or assistance including engagement
of recruitment agent or external research consultancy, or use open
advertising or other appropriate means in appropriate circumstances at
the Company’s expense to assess a wide base of potential candidates to
become a Director.
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Investment Committee
Structure
The Investment Committee was established on 3 October 2013.

As at the date of the publication of this annual report, the Investment

Committee is made up of the Directors, namely:
Mr. Lee, Vincent Marshall Kwan Ho (Chairman)
Mr. Yang, Longfei

Ms. Dai, Hui

Mr. Chan, Tik Sang

Mr. Lam, Kwong Wai

Function

The principal responsibilities of the Investment Committee are as follows:

(i) to provide market expertise and advice to the Board on investment
of the Company;

(ii) to advise on investment policies of the Company; and

(iii) to consider such other topics and matters relating to the
investment of the Company as may be requested by the Board.
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Conduct of Meetings EFZCE
During the Year, the Investment Committee held 1 meeting on 2 RAFERN  BEZESR —E+ZAZHETH
December 2014, —REE o
Individual attendance of each committee member at the meeting held RAFEER  SZEEREREHZHERNT ¢
during the Year is as follows:
No. of HE
Investment 247
Committee REZES
meetings attended/ =f1
held (percentage of £ =]
Members attendance in total) K& (BHE=R)
Mr. Lee, Vincent Marshall Kwan Ho (Chairman) 171 (100%) Z=FExEE (F/F) 1/1 (100%)
Mr. Yang, Longfei 1/1 (100%)  iGEemRLAE 1/1 (100%)
Ms. Dai, Hui 1/1 (100%) ®HiEZ+ 1/1 (100%)
Mr. Chan, Tik Sang 171 (100%)  BR#A £ 1/1 (100%)
Mr. Lam, Kwong Wai 171 (100%)  MRYEEFSEAE 1/1 (100%)
Work Performed BITZITE

The works performed by the members of Investment Committee during

the Year are summarized below:

) considered the implementation details of the investment; and

ii) review the Company’s investment portfolio.

The Board and the management have separate responsibilities,
accountabilities and contributions, with decision making vested in the
Board and daily operation and administration vested in the management.
Besides, the Board may assign or delegate other functions on ad hoc
basis to the management and such delegation is often reflected in
the board minutes/resolutions. The members of the Board, individually
and as a collective body, are accountable to the Company whereas the
management is accountable to the Company.
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Management Functions

Basically, during the Year, the Board and its committees were responsible
on the following matters:

(i) oversee the general operations of the Company;

(ii) ensure effective implementation of the Board decisions and
corporate governance, with the assistance of the Company
Secretary;

(iii) ensure the short and long term sustainability of the business;

(iv) lead the performance of the management of the Company in
meeting agreed goals and objectives and monitor the reporting of

performance;
(v) provide coherent leadership of the Company;

(vi) satisfy itself on the integrity of financial information and on
robustness and defensibility of the financial controls and systems
of risk management and carry out review thereon;

(vii) scrutinise the performance of the management of the Company in
meeting agreed goals and objectives and monitor the reporting of

performance;

(viii)  constructively challenge and help developing proposals on business
strateqgy;

(ix) uphold high standards of corporate governance and compliance;

(x) participate in the process of dealing with any conflict of interest
between the Company and the Director, his/her associates
or substantial Shareholders who has material interest in the
transaction with the Company;

(xi) attend the Shareholders’ meeting to help developing a balanced
understanding of their issues and concerns; and

(xii)  give independent opinion and advice to the Shareholders where

required by the Listing Rules or any applicable laws and regulations
on the business affairs of the Company.
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During the Year, the management was mainly responsible for:

1. daily investment, management, operation and administration of
the Company;

2. compliance with the rules and regulations, including the Listing
Rules, as well as to implement corporate governance policy
determined by the Board;

3. draw the Directors’ attention on the new corporate governance

requirements;

4. organise the Board and various meetings for the Directors’
discussion;

5. prepare various reports to the Board for review and decision
making; and

6. organise training for the Directors.

During the Year, the management provided all members of the Board with
monthly updates in accordance with the code provision C.1.2 of the CG
Code.

Directors’ Continuing Professional Development
Continuing Professional Development

All Directors, namely Mr. Yang, Ms. Dai, Mr. Chan, Mr. Yang, Shao
Xing Max, Mr. Lee, Mr. Lam, Mr. Fan, Ren Da Anthony, Mr. Fan, Chun
Wah Andrew and Mr. Lau have participated in continuous professional
development to develop and refresh their knowledge and skills through
suitable trainings. These trainings included but are not limited to
online debriefs regarding taxation, compliance, and global economic
development. The participation in such trainings is to ensure that their
contribution to the Board remains informed and relevant.
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Auditor's Remuneration
Analysis of remuneration in respect of audit and non-audit service

provided by the external auditor, Deloitte Touche Tohmatsu, for the Year is

as follows:

Nature of Service

RISIEE

BB B oz % B

FN N REENRE) o BFIEMR T M ITR R MHER X
FERBOFH DT

Amount
x|
HK$'000
TET

Audit Service
Non-audit service

FA RS
FIEEETIRTE 835

700

1,535

Financial Reporting

The Company aims to present a clear, balanced and understandable
assessment of its financial position and prospects. Financial results are
announced as early as possible, with interim report and annual report
as well as other price-sensitive announcements and financial disclosures
published as required under the Listing Rules.

The management provides explanation, information and progress update
to the Board for it to make an informed assessment of the financial and
other issues put before the Board for approval and consideration.

Throughout the Year, the Directors had selected appropriate accounting
policies and applied them consistently. The Directors acknowledge their
responsibilities for preparing the financial accounts of the Group which
give a true and fair view and are in accordance with the Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants. A statement by the Independent Auditor
about their reporting responsibilities for the Year is set out in this annual
report.
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Internal Control
Scope of Works

The Board recognises its responsibility for establishment, maintenance and
review of the internal control system that provides reasonable assurance
on the reliability and integrity of financial and operational information,
effective and efficient operations, safeguarding of assets and compliance
with laws and regulations. The internal control system is designed to
manage rather than to eliminate all risks of failure while its goal is to
provide reasonable, not absolute, assurance regarding the achievement
of organisational objectives. The Audit Committee is responsible to assist
the Board for the annual review of the effectiveness of the internal control

system of the Group.

During the Year, the Company has engaged HLB Hodgson Impey Cheng
Risk Advisory Services Limited to perform a review of the internal control
system of the Group, which includes evaluation of various components
(control environment, risk assessment, control activities, information and
communication and monitoring activities) of the internal control system
under the Committee of Sponsoring Organization of the Treadway
Commission, evaluation of the internal control system by business cycles
and evaluation of the company secretarial record, the Board’s practice and
annual report disclosure against the requirement of the CG Code. Such
report is addressed to the Board to assist the Board in the evaluation of
the internal control system of the Group.

Audit Committee’s and Board’s Review

The Audit Committee and the Board had reviewed the financial control,
internal control and risk management systems of the Company for the
Year. It considered the internal control system effective and adequate as
they allowed the Board to monitor the Group’s overall financial position
and to provide reasonable assurance that assets are safeguarded against
unauthorised use or material financial misstatement; transactions were
executed in accordance with management’s authorisation; and the
accounting records were reliable for preparing financial information used
within the business or for publication and reflecting accountability for
assets and liabilities. Further reviews will be conducted on the request of

any Audit Committee member, Company Secretary, or any Director.

Corporate Governance Report

/\_\LII_/\-/‘—\

/D#&D =

AR EE 2

TiFsEEE

EEWREETARBIE ”ET#&*“‘TW*BW% HE - &
CHRATBREEEN 2 RERTEE BBRERK
Bt - BEREIARIED K& EFH ERH* IEZTJEE°

MEEEHIE D RER (MIF2ER) XERRTR @ 5
EREZRBESMEMHEIE (MIFRY) BT - LS
SREMDHESTSHARENBEEFRETHANELZ
FERH -

RAFEAR > AARCZERGRRA ARG ER QR Y
AEEMAREZERGETRN  EPERREEIREY
i{ﬁﬂﬁﬁ&ié,\Eé’*tﬁﬂi‘aﬂzlﬁTuﬂﬁm*ﬁﬁ*? RS

D (BEEERE - BRETE B85y ENEBEBREE
%@J) CREB A AN GRS A RREEE AT
ZHREFERARWERLE EFEFHARFREE - FH
BERRTESFS  UHPHEFTSFHAEEN NP EE

BEREEERETE 2 EH

ERZEGREFTEEENARAAFE ZHBERE -
MEEREREE RS - %V%EQ%%W*B%&%;L
BRERRAREETRERASE BB BN RATSE
HEBETERAREEAREREAFBER X5
REFTEBZRERY Rt n SHRAEHER
MEAIET R ZMBEN  IRREERBBZ AR
- EENERZEGKE  RAMERFMEEERZ
BT - AEITRRINER -

R EMESRAT T —INFFR 41



Corporate Governance Report
TERERBES

Company Secretary

Ms. Lam was the Company Secretary who was delegated by an external
service provider until 19 March 2014. During the relevant period, the
external service provider’s primary contact person at the Company is Mr.
Chan, the executive Director.

Ms. Lui has been appointed as the Company Secretary since 20 March
2014. Ms. Lui reports to the CEO directly and is responsible to the
Board for ensuring that the Board procedures, applicable laws, rules
and regulations are followed and the Board activities are efficiently and
effectively conducted. She is also responsible for ensuring that the Board
is fully appraised of the relevant corporate governance developments
relating to the Group and facilitating the induction and professional
development of the Directors.

According to the Rule 3.29 of the Listing Rules, Ms. Lui has taken no less
than 15 hours of relevant professional training for the Year.

Shareholders’ Rights

The Company is committed to safeguarding the Shareholders’ and the
Company’s interests as a whole and encouraging Shareholders to attend
general meetings to participate in the important decisions of the Company
for which the Shareholders’ approval is required under the Listing Rules
and the Companies Ordinance. The Company regards general meetings
as an important event as it provides an important opportunity for direct
communication between the Board and the Shareholders. The Directors,
including the INEDs were available to answer questions at the annual
general meeting and extraordinary general meetings held on 12 June
2014 and 15 July 2014 and 22 August 2014 respectively. The chairman
of the Audit Committee, Remuneration Committee and Nomination
Committee, the Independent Auditor was also available at the general

meetings to address Shareholders’ queries.

The following set forth the procedures on (a) how Shareholders can
convene an extraordinary general meeting, (b) the procedures by which
enquiries may be put to the Board and sufficient contact details to
enable these enquires to be properly directed; and (c) the procedures and
sufficient contact details for putting forward proposals at Shareholders'’

meetings.
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Procedures on how Shareholders can convene an extraordinary
general meeting

Any registered Shareholder in his/her sole name or the
registered Shareholders jointly or collectively (whose
name(s) appear in the register of the members of the
Company) holding at the date of the deposit of the
requisition not less than one-twentieth (5%) of the issued
and paid up capital of the Company carrying the right
to vote at general meeting of the Company may send a
requisition to the Company to convene an extraordinary
general meeting of the Company ("EGM").

The requisition must state the objects of the EGM, and
must be signed by the requisitionists and deposited at the
registered office of the Company at Units 5101-02 & 13,
51st Floor, The Center, 99 Queen’s Road Central, Central,
Hong Kong for the attention of the Company Secretary.

The request will then be verified with the share registrar
of the Company. Upon receiving confirmation from the
share registrar of the Company that the request is in order,
the Company Secretary will tender the request of the
Shareholder to the Board to include the resolution in the
notice and agenda for the EGM.

Upon receiving such requisition, the Directors shall, within
21 days from the date of the deposit of the requisition,
proceed to convene the EGM. The EGM shall be held on
a day not more than 28 days after the date on which the

notice convening the meeting is given.

If the Directors fail to convene the EGM as requisitioned
by the Shareholder concerned in the aforesaid manner,
the requisitionists, or any of them representing more than
one-half of the total voting rights of all of them, may
themselves convene the EGM, but any EGM so convened
shall not be held after the expiration of 3 months from the
date of deposit of the requisition.

Where the EGM is held by the requisitionists, the
requisitionists may claim from the Company any reasonable
expenses incurred through the Directors’ default.

(a)
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Procedures by which enquiries may be put to the Board and

sufficient contact details to enable these enquiries to be properly

directed

For any enquiry that a Shareholder may put to the Board
otherwise than at the general meetings to be held from
time to time, the Shareholder concerned should send the
enquiry to the Board by means of letter to the registered
office of the Company at Units 5101-02 & 13, 51st Floor,
The Center, 99 Queen’s Road Central, Central, Hong Kong
for the attention of the Company Secretary.

The Company Secretary will collect and read the letters
received from the Shareholders.

Any enquiry to the Board shall be made by means of a
letter bearing the address, contact telephone number
and signature of the enquirer who must be registered
Shareholder with his/her name appears in the register of
members of the Company. No enquiry by other means like
telephone, fax or email will be entertained.

Any enquiry should confine to any factual information
contained in the announcement, circular, interim or annual
reports of the Company published within the recent 3
years.

Any enquiry will be replied within 21 days in any ordinary
case. If the Board regards the Shareholder's enquiry is a
complicate one, the reply will be given within 1 month or
any extended period for reply that the Directors consider
fit and proper.

No enquiry shall be made by the Shareholder on any
publication, hearsay or rumour come from the unidentified
source concerning the business affairs of the Company.
The Board may consider issuing an announcement to
the general public whenever it is necessary under the
requirements of the Listing Rules or other applicable laws
and regulations to clarify any publication, hearsay or
rumour that may appear in the newspaper or from any
source that the Company may have known.
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Reply by the Board to the Shareholder concerning his/her
enquiry is privy to the Shareholder concerned and no such
reply shall be made public without the consent of the
Company and the Company reserves the legal right to
pursue for any breach thereof.

The Board reserves the right to turn down the request for
answering enquiries or giving any explanation thereof in

case:

a. answering to the enquiry will require disclosure of
any confidential or price-sensitive information of
the Company;

b. answering to the enquiry will require disclosure of
any information that the Board considers (i) it is
unlawful to disclose them under the current laws
and regulations that the Company is subject to,
including the laws and regulations of the place
where the Company is incorporated or the place
where the main business of the Company is
operating or the place in which the Company is
having its securities listed therein; or (ii) in the
interest of the Company it should not be disclosed;
or (iii) it is unreasonable to disclose them; and

C the enquiries themselves contain any defamatory
or irresponsible statements with malice, or the
enquiries are of irrelevance or of prejudicial or
vexatious nature or showing any element of abuse
of the rights by the Shareholder concerned.

At the general meeting of the Shareholders to be held
from time to time, any shareholder, his/her proxy or
corporate representative may raise any enquiry verbally
to the Directors present at the meeting concerning any
business to be transacted at the meeting as set forth
in the notice and agenda of the general meetings. The
Directors presented may answer verbally the enquiries
raised by the Shareholders at the general meeting as the
Directors consider appropriate. The Directors may decline
to answer any enquiry based on the factors mentioned
above in item 8, or irrelevant to the core theme of the
general meeting purpose, or in order to allow the general
meeting to be conducted in the orderly and lawful manner
without undue disruption and to achieve a good sense of
the general meeting.

Corporate Governance Report

/\_\UI_A—/‘—\

/D#&D =

BHRRNERCEER B BERE
H-FHNE-HTEEREARBARE
TR ARAREEAEREREEZREN
BIE

WEBRATER  EEQREENELD
[EfeMsk4s TR Z5K

a. (o] /& 12 i 5 B 46 3% BB (R (AT AR X B &Y
BERENAREGRER

b. IEIF"*‘TEF?H%Eﬁﬁ? EAEEER

(VBB R RZAETOIRITED

1%15‘] (BFEAR A B MR e A

RAETEXBOREMAEBIAR

Al H LW B AR R R D) B

RIEENER  RNTEREBRE

MTEARBRRE : H(iNKRESR
BMEHITTAE &

c. REA G 2 A E AR
BEEENERRL - EHOME
MMaE o EIR A AE|ERE - &
BURE R R EME R

RARRITHERAREG L EAER  H
ZERKRIPERRTOBENLFEES
HERAGBERZRAHERENFE
EHEARER - MHFEERLEE - 1
AOBEEERRNAG LEHMRER - &
SR ER EXEEMMM A E - kAR E
BERRENTZEMEAHERH  mMEED
EEARER BERRAGUTEIETE
FERRHIE N N A% RA A IERNETT

R EMESRAT T —INFFR 45



Corporate Governance Report

b

(0)

46

Paxla st

VN

E?D#&D =

Any reply by the Board or by any of its members (whether
acting collectively or individually and in whatsoever
manner or circumstances) to the Shareholder concerned
must not be treated as any advice for investment in
the securities of the Company or for any other purpose
whatsoever and the Board and any of its members and the
Company disclaim any liability that may be suffered by the
Shareholder concerned or any third party as a result of or
arising from any reliance on any reply made by the Board
or any of its members on behalf of the Company to the
enquiries raised by the Shareholder concerned.

Procedures and sufficient contact details for putting forward

proposals at Shareholders’ meetings

Any number of registered Shareholders (whose name(s)
appeared in the register of members) representing not
less than one-fortieth (2.5%) of the total voting rights of
all members having at the date of the requisition a right
to vote at the meeting to which the requisition relates, or
not less than 50 members holding shares in the Company
on which there has been paid up an average number, of
not less than HK$2,000 (namely, such members holding
between them a minimum of shares on which there has
been paid up at least HK$100,000), may request the
Company to give to members of the Company a notice
of any resolution which he/she/they may intend to move
at the annual general meeting; and/or to circulate to
members entitled to have notice of any general meeting
sent to them any statement of not more than 1,000 words
with respect to the matter referred to in any proposed
resolutions or the business to be dealt with at that
meeting.

A copy of the requisition signed by the requisitionists shall
be deposited at the registered office of the Company at
Units 5101-02 & 13, 51st Floor, The Center, 99 Queen’s
Road Central, Central, Hong Kong for the attention of
the Company Secretary not less than 6 weeks before the
meeting (in case of a requisition requiring notice of a
resolution) and not less than 1 week before the meeting
(in case of any other requisition) and there is deposited or
tendered with the requisition a sum reasonably sufficient
to meet the Company’s expenses in giving effect thereto.
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3. The request will be verified with the share registrar of the
Company. Upon receiving confirmation from the share
registrar of the Company that the request is in order, and
provided that the Shareholder(s) concerned have deposited
a sum of money reasonably sufficient to meet the
Company’s expenses in serving the notice of the resolution
and circulating the statement, the Company Secretary
will tender the request of the Shareholder to the Board
to include the resolution in the notice and agenda for the

annual general meeting.

4. Should the request be not in order after verification by the
share registrar of the Company or the Company finds that
the sum not reasonably sufficient to meet the Company’s
expenses, the Company is not bound to give notice of any
such resolutions or to circulate any such statement. The
Shareholder will be advised accordingly and the proposed
resolution will not be included in the agenda for the

annual general meeting.

Regarding the "Procedures for Shareholders to propose a person for
election as a Director”, please visit the website of the Company for details.
Investor Relations

Accountability and transparency are indispensable for ensuring good
corporate governance and, in this regard, timely communication with the
Shareholders, including institutional investors, is crucial. The Company
considers good investor relations as a key part of its operations and
continues to promote investor relations and enhances communications
with the investors.

The Company maintains a corporate website (http://www.Ith.com.hk) to
make the corporate information available on the internet to facilitate its
communication with Shareholders and to provide important information
to the investing public, including corporate governance structure and
terms of reference of Board committees.

The Company welcomes suggestions from investors and Shareholders, and
invites them to share their views and suggestions at info@lIth.com.hk.
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Change in the Company’s name, stock name and logo

During the Year, the name of the Company had been changed from
“IT Holdings Limited #) &£ & B R 2 &"
Estate Limited #hZFmEMEBR AT,

Shareholders by way of special resolution at the 2014 annual general

to "LT Commercial Real
following the approval by the

meeting of the Company and issuance of certificate of change of name
by the Registrar of Companies in Hong Kong on 24 June 2014. The
English stock short name of the Company has been changed from “LT
HOLDINGS" to "LT COMM REALEST”, while the Chinese stock short name
of the Company has been changed from "#/Z2P%" to "$hTem EME",
with effect from 2 July 2014. The logo of the Company has been changed

to s .
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The Directors present to the Shareholders their report together with the
audited consolidated financial statements of the Group for the Year.

Principal Activities

The Company acts as an investment holding company and the current
and continuing principal activities of the Group are property development,
property investment and securities investment and finance during the
Year. The principal activities and other particulars of its subsidiaries as at
31 December 2014 are set out in Note 18 to the consolidated financial
statements.

Results and Appropriations

The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 63.

The Board did not recommend the payment of final dividend for the Year
(2013: nil). No interim dividend was declared for the Year (2013: nil).

Segment Information

An analysis of the Group’s revenue and contribution to profit or loss for
the Year by its principal activities is set out in Note 6 to the consolidated
financial statements.

Financial Summary

A summary of the results, assets and liabilities of the Group for the last
five financial years is set out on page 147.

Share Capital

Movements in the share capital of the Company during the Year are set
out in Note 27 to the consolidated financial statements.
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Reserves

Movements in the reserves of the Group and the Company during the
Year are set out on page 66 and in Note 28 to the consolidated financial
statements respectively.

Purchase, Sale or Redemption of Listed
Securities

During the Year, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities.

Charitable Donations

During the Year, charitable donations approximately HK$628,000 had
been made by the Group (2013: Nil).

Major Suppliers and Customers

The Group engages in property development, property investment
and securities investment and finance during the Year. While property
investment business contributed revenue since November 2014, a
substantial portion of the Group's revenue is derived from Group's
securities investment and the aggregate revenue attributable to the

Group's five largest customers were less than 30% of total revenue.

The Group’s top five suppliers accounted for approximately 41% of the
total purchases for the Year. In addition, the Group’s largest supplier

accounted for approximately 31% of the total purchases for the Year.

At no time during the Year have the then and current directors of the
Company, their associates or any Shareholders (which to the knowledge
of the Directors own more than 5% of the Company’s share capital) had

any interest in these major customers and suppliers.
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Directors
The Directors up to the date of this Director’s report are:
Executive Directors

Mr. Yang, Longfei (Chairman and CEQ)

Ms. Dai, Hui

Mr. Chan, Tik Sang (Deputy CEO)

Mr. Yang, Shao Xing Max (re-designated from non-executive
Director to executive Director on 20 March 2014)

Non-executive Directors

Mr. Lee, Vincent Marshall Kwan Ho
Mr. Lam, Kwong Wai

Independent Non-executive Directors

Mr. Fan, Ren Da Anthony
Mr. Fan, Chun Wah Andrew
Mr. Lau, Yu Fung Wilson

Pursuant to Article 101 of the Articles of Association, Mr. Yang, Shao Xing
Max as the executive Director, and Mr. Lee as the non-executive Director,
and Mr. Fan, Ren Da Anthony as the independent non-executive Director,
will retire from office by rotation as the Directors at the Annual General
Meeting and being eligible, offer themselves for re-election.

Service Contracts of Directors

Mr. Yang and Ms. Dai, the executive Directors, each entered into a
service agreement and Mr. Lam, the non-executive Director, entered
into an appointment letter with the Company for a term of three
years commencing from 7 February 2013, during which such service
agreements/appointment letter can be terminated by not less than three
months prior written notice to the other party and subject to the early

termination provisions contained therein.
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Mr. Lee, Mr. Fan, Ren Da Anthony, Mr. Fan, Chun Wah Andrew and Mr.
Lau, each entered into an appointment letter with the Company for a
term of three years commencing from 27 March 2013, during which such
appointment letters can be terminated by not less than three months
prior written notice to the other party and subject to the early termination
provisions contained therein.

Mr. Chan entered into a service agreement with the Company for a term
of three years commencing from 13 June 2013, during which such service
agreement can be terminated by not less than three months prior written
notice to the other party and subject to the early termination provisions
contained therein.

Upon re-designation from non-executive Director to executive Director, Mr.
Yang, Shao Xing Max entered into a service agreement with the Company
for a term of three years commencing from 20 March 2014, during which
such service agreement can be terminated by not less than three months
prior written notice to the other party and subject to the early termination

provisions contained therein.

No Director being proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).

Share Award Scheme

On 8 August 2014, the Company adopted the Share Award Scheme,
pursuant to which existing shares of the Company will be purchased in
the market by Bank of Communications Trustee Limited at the cost of the
Company and held in trust for all or one or more of the employees of any
member of the Group until such shares of the Company are vested with
the relevant employee(s) selected by the Board in accordance with the
rules relating to the Share Award Scheme.

The purpose of the Share Award Scheme is (i) to recognise the
contributions by certain selected employees and to provide them with
incentives in order to retain them for the continuing operation and
development of the Group; and (ii) to attract suitable personnel for further
development of the Group.

The Scheme shall be subject to the administration of the Board and the
trustee in accordance with the scheme rules and the trust deed. The
trustee shall hold the trust fund in accordance with the terms of the trust
deed.
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The Scheme does not constitute a share option scheme under Chapter 17
of the Listing Rules and is a discretionary award scheme of the Company.
No Shareholders’ approval is required for the adoption of the Scheme.

Pursuant to the Share Award Scheme, selected employees cover any
Director and other employees of the Company and of its subsidiaries.
As such, if the Board selects a Director as the selected employee, the
grant of the awarded shares to such Director may constitute a connected
transaction of the Company. However, since the grant of awarded shares
to a Director forms part of the remuneration of the relevant Director under
his/her service contract, such grant of awarded shares will be exempted
from all the reporting, announcement and independent Shareholders’
approval requirements under Rule 14A.95 of the Listing Rules.

For the award of shares to selected employees who are connected
persons (excluding Directors), the Company will comply with the relevant
provisions of the Listing Rules in relation to the reporting, announcement
and independent Shareholders’ approval requirements if applicable.

The trustee will become a core connected person of the Company as
defined under Rule 1.01 of the Listing Rules if the trustee holds any
awarded shares on trust for the selected employees which include
connected person(s) of the Company, and those awarded shares will not
be counted in the public float of the Company in such circumstances. The
Company will take appropriate measures to ensure at least 25% of the
Company’s total issued shares are held by the public Shareholders from
time to time.

The trustee will become a connected person of the Company if the
number of awarded shares held by the trustee for the benefit of the
connected persons of the Company exceeds 30% of the aggregate
number of the awarded shares held by the trustee. There is no restriction
in the Share Award Scheme on the aggregate interests of the Company’s
connected persons held by the trustee, the Company will comply with
the relevant provisions under Chapter 14A of the Listing Rules where
appropriate.

The Share Award Scheme will remain in force for a period of 10 years
commencing from 8 August 2014, the date of adoption of the Share
Award Scheme.

During the Year, no shares have been purchased or awarded pursuant to
the Share Award Scheme.
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Share Option Scheme

On 22 August 2014, the Company adopted the Share Option Scheme,
pursuant to which the Board may, at its discretion, grant options to any
Directors and any employee of the Company or the Group, who, in the
absolute opinion of the Board, have contributed or will contribute to the
Company or the Group.

The purpose of the Share Option Scheme is to provide all Directors
(whether executive or non-executive and whether independent or not)
and any employee (whether fulltime or part-time) of the Company or
the Group (whether on an employment or contractual or honorary basis
and whether paid or unpaid), who, in the absolute opinion of the Board,
have contributed or will contribute to the Company or the Group (the
"Participants”) with an opportunity to obtain an equity interest in the
Company, thus linking their interests with the interests of the Group and
thereby providing them with an incentive to work better for the interests
of the Group. Unless otherwise determined by the Board in the relevant
offer letter to a grantee, there is no minimum period for which any option
must be held before it can be exercised and no performance target which
needs to be achieved by a grantee before the options can be exercised.
Under the Share Option Scheme, the Board will have absolute discretion
in determining the subscription price (subject to the Listing Rules) in
respect of any Option. The Board is of the view that the flexibility given
to the Board will place the Group in a better position to reward the
Participants and retain human resources that are valuable to the growth
and development of the Group as a whole.

The subscription price shall be such price determined by the Board in its
absolute discretion and notified to the Participant in the offer and shall be
at least the higher of (i) the closing price of a share as stated in the daily
quotations sheet issued by the Stock Exchange on the date of offer of the
grant; and (ii) the average closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange for the five business days
immediately preceding the date of offer of the grant.

The consideration payable for acceptance of the option by each
Participant is HK$1.00. If the Participant does not accept such grant of
option pursuant to the procedures specified in the respective offer letter
or notice within the stipulated time frame, such option shall be regarded
as unaccepted and lapsed.
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Based on the 338,765,987 shares in issue as at the date of adoption of
the Share Option Scheme, the maximum number of shares to be issued
upon the exercise of options that may be granted under the Share Option
Scheme are 33,876,598 shares, being 10% of the shares in issue.

Subject to the obtaining of Shareholders’ approval with respect to the
adoption of the Share Option Scheme, pursuant to Rule 17.03 of the
Listing Rules, the total number of shares which may be issued upon the
exercise of all options to be granted under the Share Option Scheme
must not, in aggregate, exceed 10% of the shares in issue as at the date
of approval of the Share Option Scheme. The Board shall not grant any
options which would result in the maximum aggregate number of shares
which may be issued upon exercise of all outstanding options granted but
yet to be exercised under the Share Option Scheme and any other share
option schemes adopted by the Company exceeding, in aggregate, 30%
of the shares in issue from time to time.

The total number of shares issued and to be issued upon exercise of the
options granted under the Share Option Scheme and any other share
option schemes of the Company to each Participant (including both
exercised and outstanding options) in any 12-month period shall not
exceed 1% of the total number of shares in issue (the “Individual Limit”).
Any further grant of options to a Participant which would result in the
shares issued and to be issued upon exercise of all options granted and
to be granted to such Participant (including exercised, cancelled and
outstanding options) in the 12-month period up to and including the
date of such further grant exceeding the Individual Limit shall be subject
to approval of the Shareholders in general meeting with such Participant
and his close associates (or his associates if such Participant is a connected
person) abstaining from voting.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as the Board may determine
which shall not exceed 10 years from the date of grant subject to the
provisions of early termination thereof.

The Share Option Scheme will remain in force for a period of 10 years
commencing from 22 August 2014, the date of adoption of the Share
Option Scheme.

No options were granted, outstanding, lapsed, exercised or cancelled
during the Year.
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Directors’ and Chief Executives’ Interests in
the Securities of the Company and Associated
Corporations

As at 31 December 2014, the Directors or chief executives of the
Company had any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the "SFO")) as recorded in the register kept by the Company under
section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers contained in Appendix 10 (the “Model Code")

to Listing Rules is as follow:

Number of Shares

EENRESITRAERA QA REBE
kg8

REIZE-—WOF+-A=+—H BFRARAESTH
ABRARREEAMBEER (EERESF KRB KO
(TFHRHBEGRD]) FXVED) 2Bt - HEARO HESF
BATAREE S RAEEIIEIS2EEF AR B ECM
PRty - RIBIE E TR RIS T s E BT AERET
FEHRXHHIREST R ([1REST]]) BHE AR F RSP
ZREBBRBIT ¢

Percentage of Issued
Share Capital

Name (ordinary share) Capacity (approximately)
=L ROEE (BBER) 514 EBRITROBES (#45)
Mr. Yang, Longfei (Note) 254,055,888 (L) Interest of 75%

mReRIE A (FHRE)

(L): Long position

Note:  The 254,055,888 shares of the Company held by China Lerthai Commercial

Real Estate Holdings Limited, and Mr. Yang, Longfei beneficially owns the
entire issued share capital of China Lerthai Commercial Real Estate Holdings
Limited. By virtue of the SFO, Mr. Yang, Longfei is deemed to be interested in
the 254,055,888 shares of the Company held by China Lerthai Commercial Real
Estate Holdings Limited.

Save as disclosed above, none of the Directors or chief executives of the
Company had or was deemed to have any interests or short position
in the shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO) which
were required to be recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

During the Year, none of the Directors or chief executives of the Company,
nor their spouses or children under the age of 18 years, were granted or
had exercised any right to subscribe for any securities of the Company or
its associated corporations.
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Substantial Shareholders’ Interests in the

Securities of the Company

As at 31 December 2014, so far as are known to any Director or chief

executives of the Company, the following parties (other than a Director or

chief executives of the Company) had interests or short positions in the

shares or underlying shares of the Company as recorded in the register

required to be kept by the Company under Section 336 of the SFO:

Number of Shares
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Percentage of Issued

Share Capital

Name (ordinary share) Capacity (approximately)
a8 B (BER) SEERDEE 1% HERTROBHEz2BAE (1)
China Lerthai Commercial Real 254,055,888 (L) Beneficial owner 75%
Estate Holdings Limited (Note 1)
B R E I EERAR AT (1) E=BA
Success Victory Holdings Limited (Note 2) 49,360,815 (L) Beneficial owner 14.57%
Success Victory Holdings Limited (FfizF2) EnlEAA
254,055,888 (L) Security interest 75%
E s
ICBC International Holdings Limited 49,360,815 (L) Beneficial Interest held by 14.57%
(Note 3) controlled corporation
THREFEERERAR (MEE3) XEEERA 2 EanEn
254,055,888 (L) Security interest held by 75%
controlled corporation
XmERRA 2R ER
ICBC International Investment 49,360,815 (L) Beneficial Interest held by 14.57%
Management Limited (Note 4) controlled corporation
THREFIREERARDR (HF4) XEER B EniEs
254,055,888 (L) Security interest held by 75%

controlled corporation
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Number of Shares
Name (ordinary share)
a8 B (EER) SHEBEROEHE

Capacity
5%

Percentage of Issued
Share Capital
(approximately)

HEBRTROBBZEDTE ()

Industrial and Commercial Bank

49,360,815 (L)

of China Limited (Note 5)
HETERTROBR AR (FIFES)

Central Huijin Investment Ltd. (Note 6)

254,055,888 (L)

49,360,815 (L)

PRESHREFREEAR (Fiit6)

Notes:

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

58

254,055,888 (L)

As at 31 December 2014, China Lerthai is wholly owned by Mr. Yang Longfei,
the chairman, chief executive officer and executive Director of the Company.

As at 31 December 2014, China Lerthai has provided a first priority share charge
in respect of the 254,055,888 shares held by it in favour of Success Victory
Holdings Limited, a subsidiary of ICBC International Holdings Limited, to secure
the payment obligations under the convertible bonds in the principal amount of
HK$550 million issued by the Company. Success Victory Holdings Limited is the
holder of convertible bonds and exchangeable bonds in the principal amount
of HK$550 million and HK$250 million respectively convertible into 49,360,815
shares. Please refer to the announcements of the Company dated 24 December
2013, 27 December 2013 and 3 January 2014 for further details.

As at 31 December 2014, Success Victory Holdings Limited is a wholly-owned

subsidiary of ICBC International Holdings Limited.

As at 31 December 2014, ICBC International Holdings Limited is a wholly-owned
subsidiary of ICBC International Investment Management Limited.

As at 31 December 2014, ICBC International Investment Management Limited is

a wholly-owned subsidiary of Industrial and Commercial Bank of China Limited.

As at 31 December 2014, Central Huijin Investment Ltd. is interested in 35.5%
of the equity interest of Industrial and Commercial Bank of China Limited.
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Security interest held by
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Beneficial Interest held by
controlled corporation
REEEREZERER

Security interest held by
controlled corporation

RIDEERA 2B ER

14.57%

75%

14.57%

75%
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Save as disclosed above, as at 31 December 2014, the Company had not
been notified by any persons (other than Directors or chief executives
of the Company) who had interests or short positions in the shares and
underlying shares of the Company as recorded in the register required to
be kept by the Company under Section 336 of the SFO.

Arrangements to Purchase Shares or
Debentures

There were no arrangements to which the Company, its ultimate holding
company, or any of its ultimate holding company’s subsidiaries was a party
to enable the Directors to acquire benefit by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate
during the Year.

Directors’ and Controlling Shareholders’
Interests in Contracts

Save as deed of non-competition of 16 May 2013 and the loan agreement
dated 12 June 2014 in respect of an unsecured loan facility in the amount
of HK$504 million provided to the Group, there were no contracts of
significance in relation to the Company’s business, to which the Company
or any of the Company’s subsidiaries was a party, subsisting at the end
of the Year or at any time during the Year, and in which a Director had,
whether directly or indirectly, a material interest, nor there were any other
contracts of significance in relation to the Company’s business between
the Company or any of the Company’s subsidiaries and a controlling
shareholder or any of its subsidiaries.

Connected Transactions and Continuing
Connected Transactions

There were no significant connected party transactions entered into by the
Group for the year ended 31 December 2014.
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Directors’ interests in Competing Businesses

As at 31 December 2014, none of the Directors was interested in any
business, which competed or was likely to compete, either directly or
indirectly, with the Group’s businesses except that Mr. Yang (through
China Lerthai or other associates) has interest in /5 i #1255 H = F 2
AR 27 (Shijiazhuang Lerthai Property Development Company Limited),
the property developer of AZKF&1ZEH ) (Shijiazhuang Lerthai Centre)
and FIEFHEMERZEHFR AT (Tangshan Yuanyang City Property
Development Company Limited), the property developer of f& L& FIH 8

¥ 0 (Tangshan Yuanyang City Mall).
Retirement Benefit Schemes

Particulars of retirement benefits schemes of the Group are set out in Note
40 to the consolidated financial statements.

Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained the
prescribed amount of public float during the Year as required under the
Listing Rules.

Auditor

Deloitte Touche Tohmatsu will retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Deloitte
Touche Tohmatsu as the auditor of the Company is to be proposed at the
forthcoming annual general meeting of the Company.

On behalf of the Board
Yang, Longfei
Chairman, Chief Executive Officer and Executive Director

Hong Kong, 27 March 2015
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Independent Auditor’s Report

Deloitte.
=2

TO THE MEMBERS OF LT COMMERCIAL REAL ESTATE LIMITED
(FORMERLY KNOWN AS LT HOLDINGS LIMITED)
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of LT Commercial
Real Estate Limited (the
referred to as the "Group") set out on pages 63 to 146, which comprise

"Company") and its subsidiaries (collectively

the consolidated and company statements of financial position as at 31
December 2014, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in
equity and 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 (Cap. 622) (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 Hong
Kong Companies Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified 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.
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Independent Auditor’s Report
B AR

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 judgment, 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 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 overall 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 audit opinion.
Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2014, and of the Group's loss and cash flows 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.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
27 March 2015
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

AN
N

0 N\ 7

Sem N B % T W e ok

For the year ended 31 December 2014 BZE_Z—NF+_A=+—HILFE

2014 2013
—=—mEF —E—=F
NOTES HK$°000 HK$'000
Bt s FHET FET
Continuing operations REREER
Revenue e 5 4,726 9,956
Other income, gains and losses EAb A - Yz R EE 8 15,632 (995)
Increase in fair value of investment properties BN TFEE N 15 67,768 -
Selling and marketing expenses HE RS EHEZ N (18,566) -
Administrative expenses TR (84,233) (24,986)
Finance costs MEER 9 (3,783) (4,180)
Loss before taxation BT AIEE 10 (18,456) (20,205)
Income tax expense st i 11 (20,570) (108)
Loss for the year from continuing operations AEEREFELEES 2R (39,026) (20,313)
Discontinued operation BRIEREER 7
Profit for the year from discontinued operation — ZANE/E 3R B B 4R HE L 275
il - 175
Loss on disposal of a subsidiary & — R B A R EsE - (876)
- (701)
Loss for the year attributable to owners of RAEHEB AELEE
the Company (39,026) (21,014)
Other comprehensive (expense) income Ht2mE () W
[tem that will not be reclassified subsequently HAETSEN DR B
to profit or loss: ZIHEEA -
Exchange differences arising from translation of & IhaL &M E 25| S Mk E 4
functional currency to presentation currency = 20 -
Items that may be reclassified subsequently to B {ZRJpEEF HIEE 1575
profit or loss: ZHEA -
Fair value changes on available-for-sale FEDREE N EED
financial assets (843) (2,396)
Exchange differences arising from translation of & /FINEFEE L 7 [E 5 =58
foreign operations (6,371) 9)
(7.214) (2,405)
Other comprehensive expense for the year AEEHEMEESH (7,194) (2,405)
Total comprehensive expense for the year  AAREEABEREE
attributable to owners of the Company ZEXH (46,220) (23,419)
Loss per share (HK cents) SREBAET (B(L) 14
Basic B
From continuing and discontinued REFHELE R
operations EAR IH A TS (11.52) (6.20)
From continuing operations KRB FHES & T (11.52) (6.00)
Diluted e
From continuing and discontinued REFHELE R (11.52) N/A
operations B R ETS i
From continuing operations REFECEER (11.52) NA
iE A

PEMEMERRAT —TNFFR
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Consolidated Statement of Financial Position

AR e ISR R

At 31 December 2014 R=T—WFE+=A=+—H

2014 2013
—B-mE —T-=F
NOTES HK$°000 HK$'000
BitsE FET FAT
Non-current assets FEREEE
Investment properties WA 15 568,124 =
Property, plant and equipment ME - R NMERE 16 8,722 1,717
Available-for-sale financial assets FESREE 17 63,369 64,469
Pledged bank deposits BRI TR 22 17,502 -
657,717 66,186
Current assets MENEE
Properties under development for sale AP FEYE 20 959,705 =
Trade and other receivables, deposits and B 5 R EAERERK -
prepayments e RIENFIE 21 9,165 2,665
Tax recoverable BEEEE - 2,475
Time deposits and bank balances TEHITFEA R ERI TSRS 22 379,331 493,887
1,348,201 499,027
Current liabilities REISE
Trade and other payables and accruals B 5 R H AR RR R R FEET I8 23 347,038 2,664
Amounts due to related companies JE& 1<) A ESS A R RRIR 24 8,292 2,826
Tax payable FERTARIR 144 -
Convertible bonds AR ES 29 112,759 —
Bank borrowing RITER 33 1,191 =
469,424 5,490
Net current assets MENEEFE 878,777 493,537
Total assets less current liabilities BERTRRDEE 1,536,494 559,723
Capital and reserves BARR G
Share capital &N 27 498,548 3,388
Reserves A 14,955 556,335
Total equity attributable to owners of AAREEABERAERAHE
the Company 513,503 559,723
Non-current liabilities FRBEE
Rental deposits received BWEESIE S 590 =
Convertible bonds AR ES 29 455,764 —
Loan from a related company K E —HE A T ER 30 280,669 =
Senior notes BEEE 31 149,002 -
Bonds E5 32 28,638 -
Bank borrowing RITER 33 88,010 -
Deferred tax liabilities BLEHIEAE 26 20,318 =
1,022,991 -
1,536,494 559,723

The consolidated financial statements on pages 63 to 146 were approved R FE63EEF146E LA MBHMREN —T—HAF=A"
and authorised for issue by the Board of Directors on 27 March 2015 and Tt HESZEESHERKEEMG - TR TNIEEFKKRES

are signed on its behalf by: BRE

YANG Longfei $53ER CHAN Tik Sang R34
DIRECTOR £% DIRECTOR %
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Statement of Financial Position
RS B

At 31 December 2014 R=-Z—M&E+_-_A=+—H

2014 2013
—Z=—mEF —T—=F
NOTES HK$'000 HK$'000
MosE FET FAT
Non-current assets REBEE
Property, plant and equipment W - BEMEE 16 540 514
Investments in subsidiaries WEBARISE 18 851,451 181,679
Amounts due from subsidiaries {D)EENEISES 19 313,294 =
Pledged bank deposits B HRITIER 22 17,502 -
1,182,787 182,193
Current assets RBEE
Amounts due from subsidiaries B A RIRR 19 118,689 138,327
Trade and other receivables, E 5 M EAEUERK
deposits and prepayments =& RIERHRIE 21 2,158 1,683
Tax recoverable AU Bl 5 IE - 2,189
Time deposits and bank balances TEEF R R ERITAE R 22 78,516 412,133
199,363 554,332
Current liabilities RBEE
Trade and other payables and accruals B 5 N Hoqth FES BR AN K FERT /IR 23 4,053 1,614
Amount due to a subsidiary S —RM B A RI5RIE 25 - 198,405
Convertible bonds AR E S 29 112,759 -
116,812 200,019
Net current assets MENEEFE 82,551 354,313
Total assets less current liabilities BELBRRBARE 1,265,338 536,506
Capital and reserves BN K i#fE
Share capital &N 27 498,548 3,388
Reserves & 28 (5,042) 533,118
493,506 536,506
Non-current liabilities ERBEE
Convertible bonds EIE TS 29 455,764 -
Senior notes BEEER 31 149,002 -
Bonds B 32 28,638 -
Amount due to a subsidiary FES —REIB B A mIBR 3K 25 138,428 =
771,832 -
1,265,338 536,506

YANG Longfei B8R
DIRECTOR %

CHAN Tik Sang B4
DIRECTOR EZ
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Consolidated Statement of Changes in Equity

[\\/ A

SR EREHR

For the year ended 31 December 2014 BE—Z—NFE+-_A=+—HILFE

Attributable to owners of the Company

Under the Hong Kong Companies Ordinance (Cap. 622), with effect from 3

March 2014, the Company’s shares no longer have a par value. Accordingly, the

amount in the share premium account is transferred to the share capital account.

Contribution from shareholders represented the excess of the fair value of

the net assets of subsidiaries acquired from Chinese Estates Holdings Limited,

the Company’s then ultimate holding company, over the consideration paid

in relation to the asset transaction completed on 7 November 2003. During

the year ended 31 December 2013, the Group disposed of the last remaining

subsidiary from the original acquisition. As a result, the contribution from

shareholders was transferred to retained profits upon completion of disposal of

that subsidiary. Details of the disposal were set out in note 7.

66
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NGt 2PN 3
Contribution Securities
Share Share from Exchange investments Retained
capital premium shareholders reserve reserve profits Total
&S RPEE REEE ELRE BHFRERE KRHEA FX
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FTHT THT THT THT FTHT FTHT
(Note a) (Note b)
(FfFa) (Hi=Eb)
At 1 January 2013 RZZE—=F—H—H 3,388 495,160 20,719 - 6,952 546,914 1,073,133
Loss for the year AEEEE = = = = = (21,014) (21,014)
Other comprehensive expense AEEHMEELS
of the year - - - 9) (2,396) - (2,405)
Total comprehensive expense AFEEELLEE
for the year - - - ) (2,396) (21,014) (23,419)
Special interim dividend (note 13) BRI R (Fi7E13) - - - - - (489,991)  (489,991)
Transfer upon completion of TREE—NBAT
disposal of a subsidiary e - - (20,719) - - 20,719 -
At 31 December 2013 RZE—=F
+-A=1+—H 3,388 495,160 = 9) 4,556 56,628 559,723
Loss for the year AEEER - - - - - (39,026) (39,026)
Other comprehensive expense AFEAMEEZ N
of the year - - - (6,351) (843) - (7,194)
Total comprehensive expense AEERER HEE
for the year - - - (6,351) (843) (39,026) (46,220)
Transfer upon abolition of par value  #RIEEH A FHERI
under the Hong Kong Companies (5622) ZEEk
Ordinance (Cap. 622) HERER 495,160  (495,160) = - - - -
At 31 December 2014 —E
+=-A=t+—H 498,548 - - (6,360) 3,713 17,602 513,503
Notes: =3

RER-_ZT-—HF=A=BEHNBFER ARG (5622
B) ARRBRHTBEMAEE - Bt - BERSHSHEE
BERAKRPS -

BREFTERAEMR-_ZTET=F+—ALtAZKNEERS
& [@Chinese Estates Holdings Limited (AR & E K 2 &
WIERAR) WENBARZEEFENRFEB L
REZEE - BE-_T =F+-_A=+—BLEFE ' &
SELHERERKBSENZERFARMBAR - Bt © &
FEEEREEZHNBARAERERE%H - BALE
KIFF BRI EET ©



Consolidated Statement of Cash Flows

For the year ended 31 December 2014 #HZ=—=%

e TRER

—E+—H=+—HIEFE

2014 2013
—E—mEF —E =
NOTE HK$'000 HK$'000
HaE FERT FHTT
Operating activities REXEK
Loss before taxation from REFELLET (18,456) (20,205)
continuing operations Z R RIS IR
Loss before taxation from discontinued REBRIEEEER - (683)
operation Z R R &SR
Adjustments for: TR RIE -
Interest income AU A (3,290) (11,529)
Net exchange (gain) loss b5, (as) Bt (2,578) 2,578
Fair value change on investment properties REMEZ N TEE (67,768) -
Fair value change on convertible bonds ARES 2 AT EE (9,675) -
Depreciation of property, plant and Y - BE REETE 1,281 79
equipment
Loss on disposal of a subsidiary HE—MNERRZEE - 876
Finance costs Mi5EH 3,783 4,180
Operating cash flows before movements in LELECEEFI LERERE (96,703) (24,704)
working capital
Increase in properties under development GBS S E Y I N (884,216) -
for sale
Increase in accounts receivable, deposits and FEURBRIE - 124 N FART RIEIE N (16,329) (282)
prepayments
Increase in creditors and accruals FETBRIE K FE T FRIALE AN 344,964 1,971
Cash used in operating activities NS (652,284) (23,015)
Hong Kong Profits Tax refunded (paid) RE (B BBEMNETRRA 2,367 (4,277)
Net cash used in operating activities ARKREXEKRCREFE (649,917) (27,292)
Investing activities REEK
Interest received B2 FIE 3,311 11,733
Redemption of available-for-sale financial assets ~ FEE{FE S RIE & - 31,023
Additions to investment properties IR E W (274,290) =
Acquisition of an investment property g — IR B (179,973) =
Placement of pledged bank deposits WE B EIRRITIFR (17,502) =
Repayment from a former fellow subsidiary EIIEES VNI - 900,000
Purchase of property, plant and equipment BEYE  BWEMERE (8,286) (1,796)
Disposal of a subsidiary & —FH B AT 7(b) - 36,824
Net cash (used in) from investing activities (FAR) REKREEKE (476,740) 977,784

ZHEEFRE

SRELESRAT —T—INFEFR 67



Consolidated Statement of Cash Flows

AN S A=l
meEReRER
For the year ended 31 December 2014 #HZE=-ZT—MNFE+=-A=+—HILEE

2014 2013
—E-IF —T =4
NOTE HK$'000 HK$'000
k=3 THERT BT
Financing activities R XK
Dividends paid EATAR S - (489,548)
Loan from the controlling shareholder REERBERER - 300,000
Repayment of loan from the controlling PRI R EEE K - (302,613)
shareholder
Repayment to a former fellow subsidiary IR RKTE A RIER - (102)
Net proceeds from issuance of convertible BATI AR EHFT{SIFRE 549,088 -
bonds
Loan from a related company ke ARNER 502,800 -
Repayment on loan from a related company EE—FHEBARMNER (212,839) -
Net proceeds from issuance of senior notes BITR ARG 2 FRIE 145,906 =
Net proceeds from issuance of bonds BITESFIGEZFHIE 28,633 -
Proceeds from bank borrowings RITIE K FIE 89,194 -
Advances from related companies Bl NS EES - 2,826
Repayment of bank borrowings ERIBITIER (301) -
Interest paid EAIHE (87,814) (4,180)
Net cash from (used in) financing activities B (BAR) BEXK o RELFE 1,014,667 (493,617)
Net (decrease) increase in cash and RERBESEEER (111,990) 456,875
cash equivalents OR4) =5
Cash and cash equivalents at 1 January NR—B—BzHER 493,887 37,021
ReE@EER
Effect of foreign exchange rate changes EREE (2,566) )
Cash and cash equivalents at 31 December R+=-—A=+—HzZEB% 379,331 493,887
RBRSEEEA
Analysis of balances of cash and cash ReRBESSEEREHROM
equivalents
Time deposits and bank balances TE BATF R R R T 4E 379,331 493,887
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Notes to the Consolidated Financial Statements

sre IR M

For the year ended 31 December 2014 BZE_Z—NF+_A=+—HILFE

General

The Company is a limited liability company incorporated and
domiciled in Hong Kong. The Company has its primary listing on
the Main Board of The Stock Exchange of Hong Kong Limited.
The immediate and ultimate holding company of the Company is
China Lerthai Commercial Real Estate Holdings Limited (“China
Lerthai”), a private limited liability company incorporated in the
British Virgin Islands. Its ultimate controlling party is Mr. Yang
Longfei (“Mr. Yang”), who is the chairman, chief executive officer
and executive director of the Company.

The name of the Company was changed from LT Holdings Limited
A ABR A F) to LT Commercial Real Estate Limited #1257 %
HEHBBRZAR] during the current year. This change of name was
approved by the shareholders at the annual general meeting held
on 12 June 2014 and has became effective from 24 June 2014,
the date on which the Certificate of Change of Name was issued
by the Registrar of Companies in Hong Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 18. The Company
and its subsidiaries are hereinafter referred to as the Group.

The addresses of the registered office and principal place
of business of the Company are disclosed in the Corporate
Information section of the 2014 annual report issued by the
Company.

The consolidated financial statements are presented in Hong Kong
dollar (“HK$"). During the current year, the Group expanded its
business into property investment and development. In January
2014, the Group succeeded in bid of two parcels of land in the
People’s Republic of China (the “PRC") for property investment
and development. The directors of the Company are of the
opinion that the functional currency of the Company changed
from HK$ to Renminbi (“RMB”) during the current year.

—REF
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Notes to the Consolidated Financial Statements

ire SRR TR

For the year ended 31 December 2014 EHZE-Z—NE+=-A=+—HILFE

2. Application of new and revised Hong Kong
financial reporting standards (“HKFRS")

The Group has applied the following new and revised HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") for the first time in the current year:

Amendments to HKFRS 10, Investment Entities
HKFRS 12 and HKAS 27

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

Amendments to HKAS 36 Recoverable Amount Disclosures for
Non-Financial Assets

Amendments to HKAS 39 Novation of Derivatives and
Continuation of Hedge Accounting

HK(IFRIC) — Int 21 Levies

The application of these new and revised HKFRSs in the current
year has had no material impact on the Group’s and the
Company'’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.
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Application of new and revised Hong Kong
financial reporting standards(“HKFRS")

(continued)

Notes to the Consolidated Financial Statements

New and revised HKFRSs in issue but not yet effective

The Group has not early applied the following new and revised

HKFRSs that have been issued but are not yet effective:

HKFRS 9

HKFRS 14

HKFRS 15

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16

and HKAS 38

Amendments to HKAS 19

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 27

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 10
HKFRS 12 and HKAS 28

Financial Instruments'

Regulatory Deferral Accounts?

Revenue from Contracts with
Customers?

Accounting for Acquisitions of
Interests in Joint Operations®

Disclosure Initiative®

Clarification of Acceptable Methods
of Depreciation and Amortisation®

Defined Benefit Plans:
Employee Contributions*
Annual Improvements to
HKFRSs 2010-2012 Cycle®
Annual Improvements to
HKFRSs 2011-2013 Cycle*
Annual Improvements to
HKFRSs 2012-2014 Cycle®
Agriculture: Bearer Plants®

Equity Method in Separate
Financial Statements®

Sale or Contribution of Assets
between an Investor and
its Associate or Joint Venture®

Investment Entities: Applying
the Consolidation Exception®

! Effective for annual periods beginning on or after 1 January 2018

after 1 January 2016

B Effective for annual periods beginning on or after 1 January 2017

4 Effective for annual periods beginning on or after 1 July 2014

° Effective for annual periods beginning on or after 1 January 2016

B Effective for annual periods beginning on or after 1 July 2014, with

limited exceptions

Effective for first annual HKFRS financial statements beginning on or

ire M SRR T T
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 EHZEZ—ZT—
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Application of new and revised Hong Kong
financial reporting standards (“HKFRS")
(continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9 was
subsequently amended in 2010 to include the requirements for
the classification and measurement of financial liabilities and for
derecognition, and further amended in 2013 to include the new
requirements for hedge accounting. Another revised version of
HKFRS 9 was issued in 2014 mainly to include a) impairment
requirements for financial assets and b) limited amendments to
the classification and measurement requirements by introducing
a ‘fair value through other comprehensive income’ (“FVTOCI")

measurement category for certain simple debt instruments.
Key requirements of HKFRS 9 are described below:

o All recognised financial assets that are within the scope

of HKAS 39 Financial Instruments: Recognition and
Measurement are subsequently measured at amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business
model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that
have contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding,
are measured at FVTOCI. All other debt investments and
equity investments are measured at their fair value at
the end of subsequent accounting periods. In addition,
under HKFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an
equity investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.
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Application of new and revised Hong Kong
financial reporting standards (“HKFRS")
(continued)

HKFRS 9 Financial Instruments (continued)

o With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS 9
requires that the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes
in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in
profit or loss. Changes in fair value of financial liabilities
attributable to changes in the financial liabilities’ credit
risk are not subsequently reclassified to profit or loss.
Under HKAS 39, the entire amount of the change in the
fair value of the financial liability designated as fair value
through profit or loss was presented in profit or loss.

. In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at
each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary
for a credit event to have occurred before credit losses are
recognised.

The directors of the Company anticipate that the application of
HKFRS 9 in the future may have an impact on amounts reported
in respect of the Group’s financial assets and financial liabilities.
However, it is not practicable to provide a reasonable estimate of
that effect until a detailed review has been completed.
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Application of new and revised Hong Kong
financial reporting standards (“HKFRS")
(continued)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued in 2014 which establishes a single model to
deal with revenue arising from contracts with customers. When
HKFRS 15 becomes effective, HKFRS 15 will supersede HKAS
18 Revenue, HKAS 11 Construction Contracts and the related
Interpretations.

HKFRS 15 introduces a 5-step approach to revenue recognition:

. Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the
contract(s)

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance

obligations in the contract(s)

o Step 5: Recognise revenue when the entity satisfies a
performance obligation

With regard to step 5, an entity should recognise revenue when
a performance obligation is satisfied, i.e. when 'control' of the
goods or services underlying the particular performance obligation
is transferred to the customer. Specifically, HKFRS 15 requires
entities to recognise revenue over time when certain conditions are
met. Far more prescriptive guidance has been added in HKFRS 15
to deal with specific scenarios. Furthermore, extensive disclosures
are required by HKFRS 15.

The Directors of the Company will assess the impact on the
application of HKFRS 15. For the moment, it is not practicable to
provide a reasonable estimate of the effect of HKFRS 15 until the
Group performs a detailed review.

For other new and revised HKFRSs, the Directors of the Company

do not expect a material impact on the amounts reported and
disclosures made in the Group's consolidated financial statements.
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Significant accounting policies

Statement of compliance

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA and comply
with the applicable requirements of the Hong Kong Companies
Ordinance which concern the preparation of financial statements,
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 Hong Kong Companies Ordinance (Cap. 622),
“Accounts and Audit”, which are set out in sections 76 to 87
of Schedule 11 to the Hong Kong Companies Ordinance (Cap.
622). In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited.

Basis of preparation

The consolidated financial statements have been prepared on the
historical cost basis except for investment properties and certain
financial instruments that are measured at fair values at the end of
each reporting period, as explained in the accounting policies set

out below.

Historical cost is generally based on the fair value of the

consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within the scope
of HKAS 17, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS 2
or value in use in HKAS 36.
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Significant accounting policies (continued)

Basis of preparation (continued)

In addition, for financial reporting purposes, fair value

measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the

Company:
o has power over the investee;
. is exposed, or has rights, to variable returns from its

involvement with the investee; and
o has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an investee if facts

and circumstances indicate that there are changes to one or more
of the three elements of control listed above.
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Significant accounting policies (continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of a subsidiary. Specifically income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until

the date when the Group ceases to control the subsidiary.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group's accounting policies.

All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

Subsidiaries

Investments in subsidiaries are included in the Company’s
statement of financial position at cost less identified impairment
loss. The results of the subsidiaries are accounted for by the
Company on the basis of dividend received and receivable during
the year.

Revenue recognition

Revenue is measured at the fair value of the consideration received

or receivable.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying

amount on initial recognition.

The Group’s policy for recognition of revenue from operating
leases is described in the accounting policy below.
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Significant accounting policies (continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recognised at the rates of
exchange prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency

are not retranslated.

Exchange differences on monetary items are recognised in profit
or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) using exchange rates prevailing at the end of
each reporting period. Income and expenses items are translated
at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case the
exchange rates at the dates of the transactions are used. Exchange
differences arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of
translation reserve.
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Significant accounting policies (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their

intended use or sale.
Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is

deducted from the borrowing costs eligible for capitalisation.

All borrowing costs are recognised in profit or loss in the period in

which they are incurred.

Retirement benefit costs

Payments to defined contribution retirement benefit schemes are
recognised as an expense when employees have rendered service

entitling them to the contributions.
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Significant accounting policies (continued)
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 before tax’ as reported in the
consolidated statement of profit or loss and other comprehensive
income because of items of income or expense that are taxable
or deductible in other years and items that are never taxable or
deductible. The Group’s current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of the
reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, 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. Deferred tax assets arising from
deductible temporary differences associated with such investments
and interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.
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Significant accounting policies (continued)
Taxation (continued)

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period 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 assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled
or the asset is realised, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting

period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities and deferred
tax assets for investment properties that are measured using
the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business
model whose objective is to consume substantially all of the
economic benefits embodied in the investment property over time,
rather than through sale.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
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Significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment held for use in the production
or supply of goods or services, or for administrative purposes
are stated in the consolidated statement of financial position at
cost less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
assets less their residual values over their estimated useful lives,
using the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate

accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.
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Significant accounting policies (continued)

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation (including property under construction for
such purpose and land held for undetermined future use, which is
regarded as held for capital appreciation purpose).

Investment properties are measured initially at cost, including
transaction costs. Cost incurred for investment properties under
construction or development comprises development expenditure
including professional charges directly attributable to the
development and borrowing cost, and these costs are capitalised
as part of the carrying amount of the investment properties under

construction or development during the development period.

Subsequent to initial recognition, investment properties, including
completed investment properties and investment properties under
construction or development, are measured at fair value. Gains
and losses arising from changes in the fair value of investment
properties are included in profit or loss in the period in which they

arise.

In circumstances where the fair values of investment properties
under construction are not reliably determinable, such investment
properties under construction or development are measured at
cost less impairment, if any, until when their fair values become
reliably determinable upon finalisation of the development plan, at
which point in time the land and relocation cost and construction
costs attributable to the investment property portion is reliably
determinable.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the property (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period
in which the property is derecognised.
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Significant accounting policies (continued)

Properties under development for sale

Properties under development for sale are stated at lower of cost
and net realisable value. Cost comprises the acquisition cost of
land use rights and development cost for properties. Development
cost of properties comprises construction costs, borrowing costs
capitalised according to the Group’s accounting policy and directly
attributable cost incurred during the construction period.

Properties under development for sales are transferred to

properties held for sale completion.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the

instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial liabilities at fair value through profit or
loss (“FVTPL")) are added to or deducted from the fair value
of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value

through profit or loss are recognised immediately in profit or loss.
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Significant accounting policies (continued)

Financial instruments (continued)

Financial assets

Financial assets are classified into loans and receivables and
available-for-sale financial assets. The classification depends on the
nature and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or sales
of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including
all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount

on initial recognition.

Interest income is recognised on an effective interest basis for debt

instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Loans and receivables (including trade and other receivables,
pledged bank deposits, time deposits and bank balances and
amounts due from subsidiaries) are measured at amortised cost
using the effective interest method, less any impairment.

Interest income is recognised by applying the effective interest
rate, except for short-term receivables where the recognition of

interest would be immaterial.
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Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as financial
assets at fair value through profit or loss, loans and receivables or
held-to-maturity investments.

Debt securities held by the Group that are classified as
available-for-sale are measured at fair value at the end of
each reporting period. Changes in the carrying amount of
available-for-sale monetary financial assets relating to interest
income calculated using the effective interest method are
recognised in profit or loss. Other changes in the carrying amount
of available-for-sale financial assets are recognised in other
comprehensive income and accumulated under the heading of
securities investments reserve, except for exchange differences
which are recognised in profit or loss. When the investment is
disposed of or is determined to be impaired, the cumulative gain
or loss previously accumulated in the securities investments reserve
is reclassified to profit or loss (see the accounting policy in respect
of impairment loss on financial assets below).
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Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to
be impaired when there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the financial
assets have been affected.

For financial assets, objective evidence of impairment could

include:

o significant financial difficulty of the issuer or counterparty;
or

. breach of contract, such as default or delinquency in

interest and principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade receivables,
assets are assessed for impairment on a collective basis even if
they were assessed not to be impaired individually. Objective
evidence of impairment for a portfolio of receivables could include
the Group’s past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average
credit period, as well as observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the financial asset’s original effective
interest rate.
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3. Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables and amounts due from subsidiaries, where
the carrying amount is reduced through the use of an allowance
account. When a trade receivable or an amount due from a
subsidiary is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously
written off are credited to profit or loss. Changes in the carrying
amount of the allowance account are recognised in profit or loss.

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss in the

period.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment
loss is reversed through profit or loss to the extent that the
carrying amount of the investment at the date the impairment is
reversed does not exceed what the amortised cost would have

been had the impairment not been recognised.

In respect of available-for-sale investments, impairment losses
previously recognised in profit or loss are not be reversed
through profit or loss. Any increase in fair value subsequent to
an impairment loss is recognised directly in other comprehensive
income and accumulated in securities investments reserve. In
respect of available-for-sale debt investments, impairment losses
are subsequently reversed through profit or loss 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.
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Significant accounting policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of

a financial liability and an equity instrument.
Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

Convertible bonds

The component parts of the convertible bonds issued by the
Company are classified separately as financial liabilities and equity
in accordance with the substance of the contractual arrangements
and the definitions of a financial liability and an equity instrument.
Conversion option that will be settled other than by the exchange
of a fixed amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is a conversion
option derivative. An embedded floor on the interest rate on a
debt contract is closely related to the host contract, provided the
floor is at or below the market rate of interest when the contract
is issued, and the floor is not leveraged in relation to the host

contract.

The Group has designated the convertible bonds with conversion
options and embedded floor on the interest rate as financial
liabilities at FVTPL. At the date of initial recognition and at the
end of subsequent reporting periods, the convertible bonds are
measured at fair value with changes in fair value recognised
directly in profit or loss in the period in which they arise.

Other financial liabilities

Financial liabilities are classified as either financial liabilities at
FVTPL or other financial liabilities.
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Significant accounting policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial
liability is either held for trading or it is designated as at FVTPL on
initial recognition.

A financial liability other than a financial liability held for trading
may be designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would

otherwise arise; or

o the financial liability forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’'s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis; or

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 Financial Instruments:
Recognition and Measurement permits the entire
combined contract to be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any
gains or losses arising on remeasurement recognised in profit or
loss. The net gain or loss recognised in profit or loss excludes any
interest paid on the financial liabilities and is included in the other
income, gains and losses line item.

Other financial liabilities including trade and other payables, and
accruals, amounts due to related companies, amount due to a
subsidiary, senior notes, bonds, bank borrowing and loan from a
related company are subsequently measured at amortised cost,
using the effective interest method.
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Significant accounting policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial liability, or, (where appropriate), a shorter period, to the
net carrying amount on initial recognition. Interest expense is

recognised on an effective interest basis.
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset,
the Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability. If the
Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing

for the proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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Significant accounting policies (continued)

Impairment on tangible assets

At the end of the reporting period, 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 any such
indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if any.

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised

immediately in profit or loss.

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
immediately in profit or loss.

LT Commercial Real Estate Limited Annual Report 2014

3.

TESEHBREE (&)

BVEERERR

RBERR - AEBEZEBLEEZREE - A
EERRANSBTZEEEGRERR - MFHE
EAREDR - AbtEEZJKEEE - AEE
RERE (F) WRE -

A E SRS A ERHERALEEREEREZ
BeE - NHEEREER - ArEARRRERET
EREHRATRRITRERRE - NRRTSHE
KEREZ T RZEE (REFTRKRBESRAT
HE) BEZRR -

fifh st EEZ AT E BN EREE - BIREE
ZEHEIDREE KB - REBESERR
BRPER -

FRIZIAEEMREETE

BRI ET AT 258 - B S IN1R AV BR (B

PRt ERIREE - BEBERDANKEREES
A o



Notes to the Consolidated Financial Statements

ire M SRR T T

For the year ended 31 December 2014 #HZE-Z—WE+=-A=+—HILFE

Critical accounting judgements and key
sources of estimation uncertainty

In the application of the Group’s accounting policies which
are described in note 3, the directors are required to make
judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to
be relevant. 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.

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those
involving estimations (which are dealt with separately below), that
management has made in the process of applying the Group’s
accounting policies and that have the most significant effect on
the amounts recognised in the consolidated financial statements.

Classification of properties as investment properties or properties

under development for sale

The Group develops properties held for sale and properties held
to earn rentals and/or for capital appreciation. Judgement is made
by management in determining whether a property is designated
as an investment property or a property held for sale. The Group
considers its intention of holding the properties at the early
development stage of the related properties. During the course
of construction, the related properties under construction are
accounted for as properties under development included in current
assets if the properties are intended for sale after its completion,
whereas, the properties are accounted for as investment properties
under construction included in non-current assets if the properties
are intended to be held to earn rentals and/or for capital
appreciation. Upon completion of construction of the properties,
the properties held for sale are transferred to completed properties
held for sale and are stated at lower of cost and net realisable
value, while the properties held to earn rentals and/or for capital
appreciation are transferred to completed investment properties.
Investment properties, both under construction and completed,
are subject to revaluation at the end of each reporting period.
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Critical accounting judgements and
key sources of estimation uncertainty
(continued)

Deferred tax on investment properties

For the purposes of measuring deferred tax liabilities or deferred
tax assets arising from investment properties that are measured
using the fair value model, the Directors of the Company
have reviewed the Group’s investment property portfolios and
concluded that the Group’s investment properties are held under
a business model whose objective is to consume substantially all
of the economic benefits embodied in the investment properties
over time, rather than through sale. Therefore, in measuring the
Group’s deferred taxation on investment properties, the Directors
of the Company have determined that the presumption that the
carrying amounts of investment properties measured using the
fair value model are recovered entirely through sale is rebutted.
As at 31 December 2014, the Group recognised deferred tax on
revaluation of investment properties amounted to HK$20,318,000
(2013: nil).

Key sources of estimation uncertainty

The followings are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that may have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Fair value measurements and valuation processes

The Group’s certain assets and liabilities are measured at fair
value for financial reporting purposes. In estimating the fair
value of an asset or a liability, management of the Group uses
market-observable data to the extent it is available. Where Level 1
inputs are not available, the Group engages third party qualified
valuers to perform the valuation. Management of the Group
works closely with the qualified external valuers to establish and
determine the appropriate valuation techniques and inputs for
Level 2 and Level 3 fair value measurements. Management of the
Group will first consider and adopt Level 2 inputs where inputs
can be derived from observable quoted prices in the active market.
When Level 2 inputs are not available, management of the Group
will adopt valuation techniques that include Level 3 inputs. Where
there is a material change in the fair value of the assets, the causes
of the fluctuations will be reported to the board of directors of the
Company.

Information about the valuation techniques, inputs and key

assumptions used in the determination of the fair value of various
assets and liabilities are disclosed in notes 15, 17, 29 and 35.

LT Commercial Real Estate Limited Annual Report 2014

RSB REHTRERER
ZEBRR (&

BREWMEZBEERIA

R EEATERAGEREMEMEE ZBELTH
HABREEHEEE  AAREFCENELEHE
ZREMEMRE  BEAEBEZIREMEIRERE
ARE  EERABEREIEEREMENRAISD
MEEER = - MIERBIFEE - Bt - SFEAEER
BEMEZBELCHIER AR ESDREEATF
BEfEZREVERAERBHE 2 HKE 2 RE
EXE - R=T—NEFE+_A=+—H8 ' AEE®
REMBEYZE 2 IREFITE 20,318,000/ 7T (=
T—=F &)

et TRERRZERRR
AT REMRKZ EBRRARNBEHR G T

EEEEMIBRR - DY TEMRER &R
2 REEERARAEAEARN -

AT EHEREERF

AEBETEERABRVBRERATEFE
fEt—REERBER  AEEEEEERTSH
BREE (1F) - MEEREE—RBAER &
SEBERE=FEERMEEMMETHE - AEH
EREESERIBEEMBEE S - B RETE
BEF_BEE=RAFEAEZAERDREBA
Bt AEBEEERELEEBELRAL _TBA
B MzxERABR R NE/ERTSZ AR
FRRETR o MEEDEE _—RBAER  AEEE
BEHRATARE =RBABR 2 HERTT ©

BEZAFELREREY  BAARRAEESE
KB 2 HH
FHEEINREERBERAFEMRA ZGER

5 AR NRBEARKREWERMHMES
}35 e
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Revenue g
Continuing operations FHES S TS
2014 2013
—E—mEF ZT—=F
HK$’000 HK$'000
FHExT FHET
Revenue is analysed as follows: WA
Rental income HE WA 1,654 -
Interest income from available-for-sale FESRMBEEZFBRA
financial assets 3,072 3,699
Interest income on loan to a fellow subsidiary EFREMBATER 2 EUWA - 1,415
Interest income on loan to a former EFrIRRZNEB AR ERZ FEWA
fellow subsidiary - 4,842
4,726 9,956

Segment information

During the year ended 31 December 2013, the Group’s reportable
and operating segments under HKFRS 8 Operating Segments,
based on information reported to the chief operating decision
maker (“CODM"), being the chairman of the Company, for the
purposes of resource allocation and performance assessment were
(i) securities investments and finance (continuing operation) and (ii)
property leasing (discontinued operation). The operating segment
relating to property leasing was presented as discontinued
operation during the year ended 31 December 2013. Financial
information for this discontinued operation is disclosed in note
7. After the discontinuance of the property leasing business, the
CODM considered that there was only one operating segment
in accordance with HKFRS 8 and reviewed the consolidated
statement of profit or loss and other comprehensive income of the
Group as a whole for the year ended 31 December 2013 for the
purpose of resource allocation and performance assessment.

SN

BE-_ZT-—=F+-_A=1+—BLEEREFBH
BmELAFEH [EENER] XEBAERIE
RERFEMAEZELERKE  BIAQARERS
HHNAIERREESBRNBFRERTE (BB
AR R(INWMERE (BRILEEERE) - B
BYERE L EHEERBE-_T—=6+=A
S+—HIEFERIABRIELEER - ELKIE
KA MEERBRERIET - YRS

BRIEE FERERFERR  BEBESEHMBER
LERFESRERF —ALESH  MASEREZE
-t A-tALFEREGABER
Hih 2 E W Rk AEE  DHEERDERRBET
£ o

\
kol

.
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6. Segment information (continued) 6. THER (&)
During the current year, the Group commenced property RAEE  AEERTBEREERBETYERE
investment and development in the PRC and the United States NMER - Bt - RIBEEBV KRS LERE8T - K
of America (“USA”). Accordingly, the Group’s reportable and EEAERERKEENHREEZ_T—NF+_A=
operating segments under HKFRS 8 based on information reported T—HEFEMEREEERARAZRZERET ¢
to the CODM for the year ended 31 December 2014 are as
follows:
(i) securities investment and finance; (i) BHERERRE
(ii) property investment in the PRC; (ii) RAABE 2 ERE
(iif) property development in the PRC; (iii) iNalE e/ E ke
(iv) property investment in the USA; and (iv) MEBZMERE &
(v) property development in the USA. (v) MREB 2 YR -
Segment revenue and results b Es R AR
The following is an analysis of the Group's revenue and results by AR AIRIE AT 23R R4S & 5 20 2 AREE W KR
reportable and operating segments. DT
For the year ended 31 December 2014 B2 T —WFEF - A=—1—HIFFE
Continuing operations RHECE T
Securities Property Property Property Property
investment investment development investment development
and finance inthe PRC  inthe PRC  in the USA in the USA Consolidated
EHRER  RPEZ REZ REEZ REEZ
& NERE I ESE NERE I ESE =24
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET THET THET
Revenue 6
Revenue from external DER[S: kY =dle
customers 3,072 - - 1,654 - 4,726
Results E
Segment results 7 ERAE 2,996 81,270 2972) (12,645 (10,929 57,720
Unallocated items AAHEIER
Other income, gains and losses — Efrlg A ~ Wias R BB 15,542
Unallocated corporate APEOESL - FHE
expenses, net (91,718)
Loss before taxation BAIEE
(from continuing operations) (REFELLEK) (18,456)

96
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Segment information (continued) 6. ZTHER (&)
Continuing operations (continued) DEblEs R LS ()

FIRE 2B A BREIER AN BES 2 W3S o AF
B AR HE -

Segment revenue reported above represents revenue generated
from external customers. There was no inter-segment sale in the
current year.

DALz &R BUR M F3 AT 2 AN R B 5K
KR - DEAXBEARDEPRITHEAR (BFEE
EMe Htlhas Ba BBRARAEHRX
H) Z5%F B WRAEERERREZRZ
HiE  EERDEE NI D BEE A -

The accounting policies of the operating segments are the same
as the Group’s accounting policies described in note 3. Segment
results represents the profit/loss by each segment without
allocation of central administration costs including directors’
emoluments, other income, gains and losses, finance costs and
income tax expense. This is the measure reported to the CODM
for the purposes of resource allocation and assessment of segment
performance.

Segment assets and liabilities DEEERBIE

Segment assets and liabilities of the Group as at 31 December RZZ—NE+_A=+—8 F~EBZHBEE

2014 are as follows: RBEMAT

Securities Property Property Property Property

investment investment development investment development

and finance inthe PRC  inthe PRC  in the USA inthe USA Consolidated

BHERER  RYERZ ReEZ REEZ REEZ

g MERE LIESE MERE LIESE R Ra
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TET

Assets gE
Segment assets NHEE 64,294 548,994 877,234 168,457 232,989 1,891,968
Pledged bank deposits EHEIRRTEH 17,502
Time deposits and bank balances — FEAFZURIBIT A5 85,548
Unallocated corporate assets AP EEEE 10,900
Consolidated total assets REHEE 2,005,918
Liabilities afs
Segment liabilities NEBE - 129,831 209,357 90,425 587 430,200
Convertible bonds AR ES 568,523
Senior notes BEER 149,002
Loan from a related Company RE—HBEARZER 280,669
Bonds &% 28,638
Tax payable ARG 144
Deferred tax liabilities EETHAR 20,318
Unallocated corporate liabilities AP LEARE 14,921
Consolidated total liabilities ~ #&#EE 1,492,415

PEMEMERRAT —TNFFR
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98

Segment information (continued)

Segment assets and liabilities (continued)

For the purposes of monitoring segment performance and
allocating resources between segments:

o all assets are allocated to operating segments other than
property, plant and equipment, certain other receivables,
deposits and prepayments, tax recoverable, pledged bank
deposits and certain time deposits and bank balances; and

o all liabilities are allocated to operating segments other
than other payables and accruals, amount due to related
companies, convertible bonds, senior notes, bonds, loan
from a related company and deferred tax liabilities.

Other segment information for the year ended 31 December 2014

Securities  Property

6. ZEAER (M)

DEMEENREE (&)

REBDHRBARDEDBEZER :

B BERRE BT EMERE
A RERBMNER  ATREHE - 248
RMBTEREE TERERRRITER
Sh - IABEBDRELEDE + &

B E B S BR X R B AT BR R - R BAEE
AlZERF ABRkES BERER B
% KRB - HEBIEZ ERFREENIE
BEI MBRBEOIREKEDH

BE_T - MF+-_A=+—BHIEFEZEMD B

Property

Property  Property

investment investment development investment development

and finance inthe PRC in the PRC inthe USA inthe USA Unallocated Consolidated
FERER ReEz RPEz REEZ  REERZ
BE MERE  WEBRE  YERE  DEER ROE RE
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TR TR T TR THER THER
Depreciation E - - - - - 1,281 1,281
Additions to property, NENE - WE
plant and equipment VET ] - - - - - 8,286 8,286
Additions to investment NEREYE
properties - 321,333 - 179,973 - - 501,306
Development and acquisition ~ FRE G &£ 2 FI%
costs for the properties RUEER A
under development for sale - - 736,447 - 223,258 - 959,705
Increase (decrease) in REMENTE
fair value of investment B Of)
properties - 81,270 - (13,502) - - 67,768
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Segment information (continued)

Geographical information

During the year ended 31 December 2014, the Group’s operations
are located in Hong Kong, the PRC and the USA while the Group’s
operations and non-current assets were mainly located in Hong
Kong during the year ended 31 December 2013. The Group’s
revenue from continuing operations from external customers by
location of operations for the year ended 31 December 2014 and
information about its non-current assets by location of the assets
as at 31 December 2014 are detailed below:

ZEE R (5)

I AR

HE_Z—NF+_A=T—HIFE KEEZ
KEMRES PERER  MBE_ZT—=F1
ZA=T—BLEFE  AEBZEERETBEE
FEMURES AEBHE-_ZT-—NF+RA=+
—HIEFEREEUES B2 RBINBEF 2 F5E
g URRZZE—ME+_A=+—HEKE
EMENRZIERDEEEHRFBOT :

2014
—E—mEF
Revenue from
external Non-current
customer assets
REMBEF
Al FRBEE
HK$000 HK$'000
FTHET FHET
Hong Kong e 3,072 2,121
The PRC GE - 404,463
The USA ESET 1,654 170,262
4,726 576,846

Non-current assets exclude pledged bank deposits and
available-for-sale financial assets.

Information about major customers

Included in revenue is an amount of HK$501,000 from one
single customer in the Group's property investment segment who
contributed 10% or more to the Group's total revenue for the year
ended 31 December 2014.

ERDEETBHEERRRTERRSESRE
o

ITBEFPZEH

HE-_Z-—NF+-_A=+—HLFE  KED
501,000 T EIEREBAEBMYMERED B2 —F
—BF - B AEBANZSEBI10%3 A L o
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operation)

On 5 December 2012, the Group entered into a sale and purchase
agreement with Super Kind Limited, Cosmos Success Limited,
Wing Lee Development Limited, indirect wholly owned subsidiaries
of Chinese Estates Holdings Limited (collectively refer to as
“Purchasers”), and Chinese Estates Holdings Limited (as guarantor
of the Purchasers), to dispose of the entire issued share capital of
View Success Investments Limited (“View Success”), an indirect
wholly-owned subsidiary of the Company, which was engaged in
property leasing and held certain car parking spaces at Gemstar
Tower, for a total consideration of approximately HK$41,500,000
(the “Disposal”). Details of the Disposal were set out in the
announcement and circular of the Company dated 18 December
2012 and 5 January 2013 respectively.

The Disposal was completed on 23 January 2013. Upon
completion, the Group lost control over View Success and View
Success ceased to be a subsidiary of the Company. As a result,
the business segment of property leasing has been presented as
discontinued operation for the year ended 31 December 2013.

The (loss) profit for the year ended 31 December 2013 from
discontinued operation is analysed as follows:

7. Disposal of a subsidiary (discontinued 7. HE—EKEBAR (BARILEKEHE

%)

RZT—Z—F+-AHHB  AEEHREEHEES
&t B /A FISuper Kind Limited + Cosmos Success
Limited * XFHRAR AR (HHEATEF ] UK
EANBEXEE (EREFZERAN) BEFILEEW
o UNHEARAREREZEL2ENBARIRTREA
BRAA ([RTF] EE=WEEE  WHEEEA
RORETREA) 22 HEBTRA - BREL
#341,500,0008 7T ([HESHE]) - HEREFED
AERARRBRA =T —=—F+=-_A+N\BE=
T—=F—ARABZAMKRBHA °

HEFEER =B =F—A-+ZHRM - BN
B AREAEHETZ BHMRTETBALKA
AZMBART - Bit - WRAEEBHERBE=
T -A=t+—BULEEB2IIARKLE
B -

BE-_ZT—=F+-A=+—-HIEFEXREBELIL
rExe (B1R) BN IT -

Profit for the year from discontinued operation

FARBERL

Loss on disposal of discontinued operation S B AR 11

HK$'000
FHBT
152 m A 175
EY it (876)
(701)
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Disposal of a subsidiary (discontinued 7.

Notes to the Consolidated Financial Statements

operation) (continued)

The results, cash flows and assets and liabilities of the Disposal are

set out below:

(a)

715 ¥R B ot

For the year ended 31 December 2014 BHE-Z—NF+_-_A=+—HIFE

%) (%)

HE—FNBLR (BERIEEESR

HEFRZERE FEERBSREAIILT

The results from discontinued operation are as follows: (a) BRI EEB 2 EENT ¢
2013
—T—=F
HK$'000
FAET
Revenue WA 209
Costs of sales SHE A (13)
Gross profit EA 196
Administrative expenses T 3)
Profit before taxation BRE AR 193
Income tax expense FriSfisz i (18)
Profit for the year from discontinued operation  FRMRE B4R FAS & 2758 7 57 175
Profit for the year from discontinued operation ~ E A3 B B 4R FA K 275 >
has been arrived at after charging (crediting): w=ABEHER (GTA) THIFIEE ¢
Auditor's remuneration IZEE N & 3
Gross rental income from investment properties  REWZE Z AHES I A (209)
Less: Direct operating expenses W EELET 13
(196)
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7. Disposal of a subsidiary (discontinued 7. HE—EHKEBAR (BRILEKEE
operation) (continued) %) (&)
(b) The net assets of View Success at the date of disposal (b) SFREERBMMFEENAT :
were as follows:
HK$'000
FHET
Investment properties TEYZE 40,900
Debtors, deposits and prepayments RURERR ~ 12 & RFER FE 264
Bank balances and cash IRITAEMRKRIRE 3.796
Creditors and accruals FEST AR FEET 3R (159)
Deposits and receipts in advance Re RIBWGRIE (875)
Tax liabilities MIEAE (26)
Deferred tax liabilities FERIBRE (2,404)
Net assets disposed of P& FEE 41,496
Loss on disposal & 2 &8 (876)
Total consideration, net of transaction costs B R ZE AR ER(E 40,620
Satisfied by: AT AT -
Cash e 40,620
Net cash inflow arising on disposal: HEEEZHSRAFE
Total cash consideration received BURER B IR o R (E 41,496
Transaction costs paid ERARZA (876)
Bank balances and cash disposed of Pt ERITHEB MRS (3,796)
36,824
(0) During the year ended 31 December 2013, the net cash (0 HE-_ZT—=F+-A=+—HIEFE"
flows from operating activities of View Success were BT LK &ﬁi%z,aaiﬁim%?%zesz 00075
HK$262,000. There were no cash flows from financing T RBEFE  BERKEEFIRER
and investing activities of View Success in the prior year. REFH HEMRE o
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8. HMWA - KWaEKkEE

2014 2013
—=E—mEF —E=F
HK$’000 HK$'000
FET FxT
Interest income from bank deposits SRITIE A BULA 3,290 1,573
Exchange gain (loss) b e (B518) 2,578 (2,578)
Change of fair value of convertible bonds EBEAFERFABEZIEE
designated at FVTPL AR 5 N A # 9,675 =
Others HAth 89 10
15,632 (995)
9. Finance costs 9. MKEAR
2014 2013
—E—mEF —E-=fF
HK$°000 HK$'000
FHExT FAT
Interest on convertible bonds AIRARESAE 96,435 =
Interest on loan from a related company RE—FEBARERZFE 26,097 =
Interest on senior notes BEZIEFE 3,096 =
Interest on bonds BEHFE 379 =
Interest on bank borrowing RITEFFE 308 -
Interest on loan from the controlling REERRR 2 B (FiEE)
shareholder (Note) - 4,180
126,315 4,180
Less: Amount capitalised to investment B B BIREMER
properties and properties under RERHFENEZ 2R
development for sale (122,532) -
3,783 4,180

Note:

On 17 June 2013, the Company entered into a loan agreement with

fE -

Mr. Yang, pursuant to which Mr. Yang agreed to provide a loan of
HK$300,000,000 to the Company. The loan was unsecured, interest
bearing at three-month Hong Kong Inter-bank Offered Rate (“HIBOR")

plus 5% and repayable in full on the day falling 36 months from the

date on which the loan was drawn down. Details of the loan are set

out in the Company’s announcement dated 18 June 2013. The loan

was drawn down on 25 June 2013 and was fully repaid during the year

ended 31 December 2013.

RZT—=FA++tH  AABHEBEERL
B Bt BEERBSAARRRER
% %8 /300,000,000 T Z B © Z B K A EIE
# - R=AABARITRA XN B IMEFKSE &
B BABRDERE BR36EA2HEEE -
ARERFBERARRAAYRAE-T—=FA
TNABZRMAN - ZEFR=T—=F~A=+
HAERREREBE-_T—=F+=-A=+—8
IEFERSEE -
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10.

104

Loss before taxation

10. BRFAIEE

2014 2013
—E—EF —E—=F
HK$'000 HK$'000
FET FET
Loss before taxation has been arrived at BRI AIEEE Ik N YIS EE -
after charging:
Employee benefit expenses EERAZE
Directors’ emoluments (note 12) ZFHE (MEE12)
— Fees — &8 1,780 1,482
— Salaries, bonuses and allowances — e - A KER 6,963 4,529
— Retirement benefit costs — R FI R AR 83 B
8,826 6,044
Other staff costs Hh 8 ThA
Salaries, bonuses and allowances T o JEAL MoERE 39,635 4,232
Retirement benefit costs RIRABFI B AR 2,758 243
42,393 4,475
Total employee benefit expenses e SR 51,219 10,519
Less: amount capitalised to investment B BRERIREMER
properties and properties under FRBEREEME 5
development for sale (10,358) -
40,861 10,519
Auditor’s remuneration ZEREM N & 700 300
Operating lease payments LEEERNK 10,810 5,403
Depreciation e 1,281 79
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For the year ended 31 December 2014 BHE-Z—NF+_-_A=+—HIFE

11. Income tax expense 1. FISHixH
2014 2013
— 2 —B-=F
HK$’000 HK$'000
FHET FHT
The charge comprises: X
Hong Kong Profits Tax FEFER
Current year REE 252 118
Overprovision in prior years BEFEEERE - (10)
252 108
Deferred taxation RIEFRIE 20,318 -
20,570 108

Hong Kong Profits Tax is calculated at 16.5% on the estimated

assessable profits for both years.

Under the Law of the PRC on Enterprise Income Tax (the “EIT “) and

Implementation Rules of the EIT Law, the tax rate of the Group’s

PRC subsidiaries is 25%.

The subsidiaries in the USA are subject to Federal Income Tax of
35% and State Tax of 8.8% on the taxable income.

B NS BT RIR M F 2 ff 5t 8 SR A 4% B K

16.5%=1& -

REBHECERMSHE ([REMEHE]) REE
IS RAEEIGS - NREBTEMNBARNRES

25% °

5 Bt B8 X B R f Bt FD AR 1S 135 % K M 5E8.8 % 4%

FAEH
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1.

106

Income tax expense (continued) 11. FBHXZE (&)
No provision for EIT has been made as the companies within the BRAEERTBRZ ARISRIEEFERESSE - it
Group operated in the PRC had no assessable profit during the W EPTETOAEL B -
year.
Income tax expense for the year is reconciled to the loss REFEZEH BB R M2 ERERKZ
before taxation per the statement of profit or loss and other BRItAIE RS BRI T -
comprehensive income as follows:
2014 2013
—E—0F —E-=F
HK$°000 HK$'000
THERT FHET
Loss before taxation BRETRIE B (18,456) (20,205)
Tax at applicable income tax rate of 25% BB AEHAE25%

(2013: 16.5%) (ZZ—=%F :16.5%) (4.614) (3,334)
Tax effect of income not taxable for tax purpose FEFiFS M S B ERIMA Z TS E (2,892) (265)
Tax effect of expenses not deductible for BTSN = Nel R 2 TR IS s 2

tax purpose 6,109 713
Tax effect of tax losses not recognised AR IEEIR 2 G2 22,096 3,543
Overprovision in prior years BT F R - (10)
Effect of different tax rates on operations in TEBMEHE MR EEER

other jurisdictions EB B (129) (539)
Income tax expense for the year REFZFBHX T 20,570 108

At the end of the reporting period, the Group had estimated
unused tax losses of HK$190,608,000 (2013: HK$18,274,000),
subject to agreement by relevant tax authorities, available for
offset against future profits. No deferred tax asset has been
recognised in respect of the amount due to the unpredictability of
future profit streams.
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Directors’ and chief executive’s 12. EERTHAZZMESURE R

emoluments and five highest paid ReayMES
employees
(a) Directors’ emoluments (a) E=Ez#2
The emoluments paid or payable to each of the directors ENSENTARARSEEZMEIT

of the Company were as follows:

2014
“E-ME
Retirement
Salaries  Discretionary  benefit
and other incentive scheme
Fees benefits ~ payments contributions  Total
¥ER B RIER
He HtBE  AREE R am

Name of directors Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE4H MizE TiEx TEx T T T
Executive directors HITEE

Mr. Yang i (a) 180 3,251 - 17 3,448
Ms. DAI Hui gt (a) 180 1,535 - 2 1,747
Mr. CHAN Tik Sang BRIE LA (b) 180 1,169 - 17 1,366
Mr. YANG Shao Xing Max BYERAE © 180 1,008 - 17 1,205
Non-executive directors HHITEE

Mr. LEE Vincent Marshall Kwan Ho FERLE (d 180 - - - 180
Mr. LAM Kwong Wai WREEE (a) 180 - - - 180

Independent non-executive directors BUHATEE

Mr. FAN Ren Da Anthony o=t (d) 260 - - - 260
Mr. FAN Chun Wah Andrew SEEAEEL A (d) 260 - - - 260
Mr. LAU Yu Fung Wilson B a1 (d) 180 - - - 180

1,780 6,963 - 83 8,826
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12. Directors’ and chief executive’s 12. EERTHREABZHMESURESR
emoluments and five highest paid BReFMES (&)
employees (continued)

(@) Directors’ emoluments (continued) (a) EZ=zM< (&)

2013
—E-=%
Retirement

Salaries  Discretionary  benefit

and other incentive scheme
Fees benefits payments  contributions Total
FER BiE RIAEN
e Hip#le  HkfEe  FHIMR ik

Name of directors Notes  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
4R HizE TAL AL AL TAL THT
Executive directors HITEE
Mr. Yang o @ 158 2,491 - 13 2,662
Ms. DAI Hui BELZT (@ 158 996 - 12 1,166
Mr. CHAN Tik Sang BRI LA (b) 100 413 112 8 633
Mr. CHEONG Veng Va Matthew ERELE () 2 = - = 2
Ms. POON Mun Chie Teresa ERELT () - - - - -
Non-executive directors HHTEE
Mr. LEE Vincent Marshall Kwan Ho FEREE (d) 138 - - = 138
Mr. LAM Kwong Wai AETE 4 @ 158 = - = 158
Mr. YANG Shao Xing Max BOREAE (© 138 517 - - 655
Independent non-executive directors BUHHTEE
Mr. FAN Ren Da Anthony BLERE (d) 183 - - - 183
Mr. FAN Chun Wah Andrew BHRERE () 183 = = = 183
Mr. LAU Yu Fung Wilson Ay (d) 138 = = = 138
Mr. LAl Yun Hung BREEE (f) 4 - - - Y]
Mr. MOK Hon Sang REERE i) y) - - = Y]
Mr. WONG Tik Tung TR T4 () 42 = = = 42

1,482 4,417 112 33 6,044
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Directors’ and chief executive’s
emoluments and five highest paid
employees (continued)

(a)

(b)

Directors’ emoluments (continued)

Notes:

B

Appointed on 7 February 2013
Appointed on 13 June 2013
Appointed on 27 March 2013 as non-executive director and

s

re-designated as executive director on 20 March 2014

e

Appointed on 27 March 2013
Resigned on 28 February 2013
Resigned on 27 March 2013

s @

The discretionary incentive payments are discretionary and
are determined with reference to individual’s performance.

Mr. Yang is also the Chief Executive of the Company and
his emoluments disclosed above include those for services
rendered by him as the Chief Executive.

Employees’ emoluments

Of the five individuals with the highest emoluments
in the Group, three (2013: four) were directors whose
emoluments are disclosed above. The emoluments of the
remaining two (2013: one) individuals were as follows:

12. EERTHRARBZHMEURASR

REHMES (F)

(a) E=zM= (&)
Fif i

Z-—=F_F+tHEZRHE
T-=FRNAT=HEERE

[
it

(b) N

*”“é“@‘%
3

(c) T —&-A-++HAERTAFE
NITEERR-_T—NE=A=-+HE
MDA RAPITES

(d) RZE—=F=ZA-_+tABEE

(e) R-ZE—=F—-F -+ N\BE&EF

(f) R-ZT—=F=A=++tAFT

i kR DBRBELE  XE2EME
AL ZREMETE e

BREENBARB ZTHAER - H Bl
BEe 8B ERTRAREHRE 2 M

(b) EEZM<E
FEBRAEBRBEFMALR =4 (ZF—

=FOR) REF REZMERERLE
X BEfpmE (ZF—=F: —%) @AsA

Salaries and other benefits e hHAmER
Contributions to retirement benefit scheme  E/RIEFIETE

TZMemT
2014 2013
—F-MmF —F—=F
HK$'000 HK$'000
TET THT
2,994 630
81 9
3,075 689
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12. Directors’ and chief executive’s 12.

emoluments and five highest paid
employees (continued)

(b) Employees’ emoluments (continued)

The emoluments of the remaining highest paid employees
were within the following bands:

EERTHRARCHMESURER
mEHMES (&)

(b) EEZME (&)

BT R=HMNEE ZFHM R TIHE :

2014 2013
—F-MmF —T=fF
HK$°000 HK$'000
TR TAET
Nil to HK$1,000,000 F 21,000,000/ 7T - 1
HK$1,000,001 to HK$ 1,500,000 1,000,001%1,500,000/& 7T 2 -

No emolument was paid to the directors and the five
highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office
and no directors waived any of their emoluments for both
years.

13. Dividends 13.

The directors of the Company did not recommend the payment of
a final dividend for the year ended 31 December 2014 (2013: nil).

During the year ended 31 December 2013, a special interim
dividend of HK$1.4464 per share in respect of the year ended
31 December 2012 was declared by the board of directors by
a special resolution passed on 22 January 2013 and paid to the
shareholders of the Company on 19 February 2013. The aggregate
amount of the special interim dividend declared and paid in the
year ended 31 December 2013 amounting to HK$489,991,000.
Details of this special interim dividend were disclosed in the
Company’s announcements on 18 December 2012 and 22 January
2013.
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14.

Loss per share

The calculation of the basic and diluted loss per share attributable

Notes to the Consolidated Financial Statements
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14. SREE

ARAER NEEGRERREEEIRTRENUAT

to the owners of the Company is based on the following data: BEAHE
2014 2013
—F-mF —T=F
HK$’000 HK$'000
FET FAT
Loss for the year FABE
Loss for the year for the purpose of basic and FRRREIES ARG
diluted loss per share attributable to the TR EAR L EEEE
owners of Company = &8
— Continuing operations — RHEREER (39,026) (20,313)
— Discontinued operation — BRIEREER - (701)
(39,026) (21,014)
2014 2013
—E-OF —E-=F
‘000 ‘000
F +
Number of shares RHEHE
Number of ordinary shares for the purpose of MEBMRERN R EEEE
basic and diluted loss per share = ZimRE B 338,766 338,766

In the current year, the potential ordinary shares attributable to the
Company's outstanding convertible bonds have anti-dilutive effect

as the assumed conversion and exercise would result in a decrease

in loss per share.

In prior year, no diluted loss per share is presented as there were

no potentially dilutive instruments in issue.

TEEEHEBRERRD

frsE EE

NZNGER RIS ANNGIE S EE By ey A
TREAEREFRR - IR RRETERR

EF ARUTEEEEET AT SHE2E
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15.

112

Investment properties

15. REWE

Investment
property
under
Completed construction
investment situated on

property a land
situated on in the PRC
a freehold under
land located medium-
in the USA term lease Total

IR EE R HE
KA R HHEE
Tz B Tz ER

REYE REYE et
HK$'000 HK$'000 HK$'000
FET FET FERT
At fair value RAFE
At 1 January 2014 RZZE—MNFE—H—H - - -
Additions NE 179,973 321,333 501,306
Change in fair value included in profit or loss 5+ A828 7 A FEE S
— unrealised —RHEA (13,502) 81,270 67,768
Effect of foreign exchange difference INEEFEZ 2 294 (1,244) (950)
At 31 December 2014 R-_ZE—NWFE+_-_A=+—H 166,765 401,359 568,124

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 and are classified and accounted for as
investment properties.

The Group’s investment property in the USA with a carrying value

of HK$166,765,000 at 31 December 2014 has been pledged to
secure bank loan granted to the Group.
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15. REWE (&)

Investment properties (continued)

The fair values of the investment properties situated in the PRC
and the USA at 31 December 2014 are based on the valuation
carried out on those dates by the following independent qualified
professional valuers not connected with the Group:

REZZB-NFE+-A=+—H uURPEEEEZ
REMEAVEA T BASEERE 2B AER
BXRMAEMNZS A HETEE

Location of the
investment properties
held by the Group

Independent qualified
professional valuers

Qualification

rEERFEZ

REWMFNLE B SEREHEMAERM Ei%

PRC DTZ Debenham Tie Leung Limited Member of the Hong Kong Institute of Surveyors
H RIBRT BEBEMBEKE

USA Edward Castillo of CCP Group, Inc. Certified General Real Estate Appraiser in California
X[ CCP Group, Inc.#JEdward Castillo IiFEE e 2 B b E (G ERD

In estimating the fair value of the investment properties,
management of the Group has considered the highest and best
use of the investment properties.

The value of the completed investment property is derived from
the capitalisation of net income method with due allowance for

the reversionary income.

For investment property under construction that are measured
at fair value, residual method of valuation and direct comparison
method are adopted. The value is based on the development
potential of the properties as if they were completed in
accordance with the existing development controls at the date
of valuation. The value has also taken into consideration all
costs of development and allowance of profit required for the
development, which duly reflected the risks associated with the
development.

All of the fair value measurements of the Group’s investment
properties were categorised into Level 3 of the fair value hierarchy.

At the end of the reporting period, management of the
Group works with valuers to establish and determine the
appropriate valuation techniques and inputs for Level 3 fair value
measurements. Where there is a material change in the fair value
of the assets, the causes of the fluctuations will be reported to the
Directors of the Company.

REFTREYEZ ATER AEEEREEERE
REWMEZ R RREEBTA -

EREREMEBERBENMOFRRRER RS
HEE R

ERREMERATEFERFARBEEELE
BREBE - %BERMEZFREED  HIWER
IR 1E B H2 B ATRASHE I 5T S EERETAPT
BRBERARAEMAZBNITE o RRER
FRRERER

AEBEBRENE 2B RFEFESBERTERE
ME=M -

RBEIF - ARE 2 EREREEAA(E 2y
REEEAESRATENEZ HERTREAR
B MEEZ ATELREARD HBZEbH
MAATEF2H -
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15.

114

Investment properties (continued) 15. REWZE (&)

The valuation techniques and major inputs used in the fair value RZZT—NF+=A=+—H  AEEREWER
measurement of the Group’s investment properties as at 31 FEFEMEAZ HERTD RBABREHIAT
December 2014 are set out below:

Investment properties

held by the Group in the Range/weighted Relationship of

consolidated statements  Valuation average of unobservable

of financial position techniques  Unobservable inputs  unobservable inputs inputs to fair value Sensitivity
REERGARBRRR TUBEBAEH TUBRBAEH

iR RENE fHERI TUBRBAEH 28/ METIH RAVEZEE HRE

Completed investment Income (i) Capitalisation rate ~ 7.00% - 7.25% The higher the capitalisation A'slight increase in the capitalisation

property located

in the USA - retail approach
FHEENRENEZE WHEEREE
Investment property under Residual

construction that are measured method
at fair value located in the PRC
BATEEL
PETRRENE

bl

capitalisation

() BRI

(i) Market rent

i) mHEE

(i

Capitalisation rate

() EALHE

(i) Market rent
per month
(i) TEEANEE
(ili)  Expected developer's
profit
(i) FEEHFEEEN
(iv) Construction costs

to complete

(v) EREREA

LT Commercial Real Estate Limited Annual Report 2014

7.00%%7.25%

Market rent; US$17.82 per

square foot (“sq.f.”)

per year

mane  BEETAHR
(IEARI) 17.82% T

5.5% - 6.00%

5.5%%6.00%

RMB55 - 183

per sq.m.

BERRAREST

EARE183T

25%

25%

RMB1,232,000,000

AKH1,232,000,0007

rate, the lower the fair value.

EAeMEES  ATELE -

The higher the market rent, the
higher the fair value.

The higher the capitalisation
rate, the lower the fair value.

EAcHEES  ATELEE -

The higher the market rent, the
higher the fair value.

msHeHs  ATEES

The higher the expected
developer's profit, the lower the
fair value.

BHREEETER - ATE
B -

The higher the cost,
the lower the fair value.

HERRASR  ATEEE-

rate used would result in a significant
decrease in fair value, and vice versa.
P 2 EME IR LA B ERA
TEAE M (RZIR) ©

A slight increase in the market rent
used would result in an increase in fair
value, and vice versa.

FiR i s e LR ERAT
BLER (RZTFA) -

A'slight increase in capitalisation rate
used would result in a significant
decrease in fair value, and vice versa.
Ik AR IR LA BEEA
FEARTH® (RZFR) o

A slight increase in the market rent
used would result in a significant
increase in fair value, and vice versa.
AR s H R LR ERAT
{BXRE EF (R2TFA) °

Aslight increase in developer's profit
used would result in a significant
decrease in fair value, and vice versa.
P < TR R R TR MR LA 158
BRATEAETH® (RZHR) o

A slight increase in the construction
costs used would result in a significant
decrease in fair value, and vice versa.
PR B AR LR R AT
BRETH] (RZFA) °
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16. Property, plant and equipment 16. Y% - BERXE

Furniture and
fixtures and

computer Leasehold Motor
equipment improvement vehicles Total
REREE
RERRE HEHE AE k]
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FTET FHT
THE GROUP TEE
COST BN
At 1 January 2013 W—ZE—=F—HF—H - - = =
Additions RE 287 1,509 - 1,796
At 31 December 2013 RZE—=F+=F=+—H 287 1,509 = 1,796
Additions RE 4,002 13 4271 8,286
At 31 December 2014 RZZE—mF+=-—A=+—H 4,289 1,522 4,271 10,082
DEPRECIATION e
At 1 January 2013 W-_Z—=F—Ff—H - = = -
Charge for the year RNEETH 22 57 - 79
At 31 December 2013 R-—B—=F+=-HA=+—H 22 57 - 79
Charge for the year REELH 728 302 251 1,281
At 31 December 2014 NZZB—ME+-A=+—H 750 359 251 1,360
CARRYING VALUES BRE(E
At 31 December 2014 RZZE—NF+=—fA=+—H 3,539 1,163 4,020 8,722
At 31 December 2013 RZE—=F+=-fA=+—H 265 1,452 = 1,717
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16. Property, plant and equipment 16. ¥¥ - HEKRRZE (&)

(continued)
Furniture and
fixtures and
computer Leasehold
equipment improvement Total
FEREE
RERKZRE HEHE iz
HK$'000 HK$'000 HK$'000
FHET FHET THT
THE COMPANY RATH
cosT (DS
At 1 January 2013 R—ZE—=F—H—H = = =
Additions NE 47 517 564
At 31 December 2013 RZE—=F+_-_A=+—H 47 517 564
Additions NE 154 - 154
At 31 December 2014 R_ZE—NFE+_-_HA=+—H 201 517 718
DEPRECIATION e
At 1 January 2013 R-_ZT—=F—A—H = = =
Charge for the year REEZH 7 43 50
At 31 December 2013 R-ZT—=F+-_A=+—H 7 43 50
Charge for the year REFLZH 25 123 128
At 31 December 2014 R-E—NME+=-A=+—H 32 146 178
CARRYING VALUES BREE
At 31 December 2014 RZE—NFE+_A=+—H 169 371 540
At 31 December 2013 R-ZE—=F+"H=+—H 40 474 514
The above items of property, plant and equipment are depreciated L BERZREZER DS RERAEM
on a straight-line basis after taking into account their estimated TR AFHAZ B RISREENIRERENE -

residual values over their estimated useful lives of five years.
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17. Available-for-sale financial assets
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17. FEESREE

Available-for-sale financial assets comprise: HFEEREERS :
THE GROUP
TEE
2014 2013
—Z—MEF —E—=F

HK$°000 HK$'000

F#&x T

Unlisted fixed rate notes (classified as JEETEEER

non-current assets) (PBRIERBEE) 63,369 64,469

The fixed rate notes are unlisted securities issued by several
Hang Seng Index constituent stock companies, of which 65%
(2013: 66%) of the carrying amount of available-for-sale financial
assets is issued by one company which is a global group highly
diversified in various businesses. Other fixed rate notes are issued
by companies in real estate, utility and other industries. These
notes carry fixed interest at 5.5% to 6.25% (2013: fixed interest
at 5.5% to 6.25%) per annum and will mature from March 2016
to August 2019 (2013: March 2016 to August 2019). The fixed
rate notes were designated as available-for-sale financial assets at

initial recognition.

The fair values of available-for-sale financial assets as at 31
December 2014 and 31 December 2013 are categorised as
Level 2 under the fair value hierarchy set out in HKFRS 13 Fair
Value Measurement, Level 2 fair value measurements are those
derived from inputs other they quoted prices that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices). The fair values of available-for-sale
investments are assessed based on the contractually determined
stream of future cash flows (including the interest and the
redemption amount) discounted to present value at discount rates.
The discount rates adopted in the valuation is the U.S. Sovereign
Strips Curve (risk free rate) plus the credit spread, which represents
the option spread adjusted specific to the respective notes. The
credit spread adopted for these notes range from 1.05% to 1.59%
(2013: 0.9% to 1.79%) and is assumed to be constant throughout
the life of such notes.

FH HAGESMEEREEZ65% (22 —=
F:66%) DE—BEARET EA—EAXKEE
ZRMBEREE - HihESZRIIHEEEH
E-PREEREMITENDRINET - ZEEE
ZETEFANRSS5EE625E (ZE—=F : EEF

5.5EZE6.25E) 58 R =ZFT—X~F=A
T-AFENAHHE (ZT—=F: —T—~F
ZZE-AFENR) B - EBERR?
REEERFESMEE -

~

Sk
=53

RZE—NF+—A=+—HERZZT—=F+=A
St AZHESRHEEATERIAIINESHHE
HRELER 1R FEGTEZATERER  UHE
RE_F EZR/ATESNETERE (fi : BE)
S CREER) REABREEXBE 2R
ERAINAAER - HFEREZ A FETIBESH
FTET IR KRBT (REMNSRERSRE) RiT:#
EYTREIEE o HEMRMMN TR BB E
EBEFARLRME (ERBRFIX) MEELZE - 8
RVAZBEAENSERERE - ZZEEBEMERMN
MNEEEENTI1.05EE1.59E (ZFT—=%:09
FEZE1.79E) » WRERZERENBEFHRE
TEE o
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17.

18.

118

= H=r—HIEEE

Available-for-sale financial assets 17, FE4REE (8§)
(continued)
Sensitivity analysis B 5T
The sensitivity analyses below have been determined based on the T2 HEEDI IR ES R EEN RS R
exposure to fair value for the available-for-sale financial assets at AT EFREES BBRETE - 2O BRRHRER
the end of the reporting period. The analysis is prepared assuming R RELNEELREERRBAERNAELT
the available-for-sale financial assets outstanding at the end of the 4 Y o M | f Al =42 N0.25E (ZE— =4 : 0.25
reporting period were outstanding for the whole year. An 0.25% B) g as#inE (—E—=F:18) A%8
(2013: 0.25%) increase in risk free rate or an 1% (2013: 1%) [ S 37 38 2R ) & SR A] g 2
increase in credit spread represents management’s assessment of
the reasonably possible change in the discount rate.
An increase in the risk free rate or credit spread used in the IR ERANERRFRREE B =L - BIfF
discount rate would result in a decrease in the fair value ELRMEBENALESESRHL K2R - (&
measurement of the available-for-sale financial assets, and vice EB R R 10258 (= FE— =4 : 0.25F) ;| {=
versa. A 0.25% (2013: 0.25%) increase in risk free rate or a BEERINME(CE—=F:18) mMAAEMt
1% (2013: 1%) increase in credit spread, holding all other BEERBEIE BEES Vﬂg%mag@@AA I
variables constant, would decrease the carrying amount of S 425,000 70 (=2 — =4 : 537,000 7T) &
the available-for-sale financial assets by HK$425,000 (2013: 1,582,000 70 (== — =4 : 2,108,000 7T) * M
HK$537,000) and HK$1,582,000 (2013: HK$2,108,000) S0 R ek e 6 A e )
respectively with a corresponding decrease in securities
investments reserve.
Investments in subsidiaries 18. RMIBATZIRE
THE COMPANY
ARFE
2014 2013
—E—mEF —T—=F
HK$'000 HK$'000
THET FHET
Cost of unlisted shares FE_ETRRAD AL A 212,745 181,679
Deemed investment cost in a subsidiary R B A BRI E A 638,706 -
851,451 181,679

Cost of investments in subsidiaries include an amount of
HK$31,066,000 (2013: nil) deemed contribution arising from fair
value adjustment on interest free loans advanced to a subsidiary
(note 19).

Deemed investment cost in a subsidiary represents loans advanced
to a subsidiary which is unsecured, interest-free and repayable on
demand. In the opinion of the Directors of the Company, these
loans are in substance formed part of investment in a subsidiary.
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18. Investments in subsidiaries (continued) 18.

Particulars of the principal subsidiaries of the Company at 31

December 2014 and 2013 are as follows:
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RBAR z2RE (&)

R-BE-—NER-—ZT—=F+_A=+—H AR
RIZEEBWBARMFBOT :

Proportion of ownership
interest held by the Company

KRR RERER 2 LA
Place/country of Directly Indirectly
incorporation/ Paid up issued/ B Bt
operation registered capital 2014 2013 2014 2013

Name of subsidiary AL,/ BRERT/ ZE-ME —2-=F ZF-NOF —T-=F Principal activities

HEARERE BEzhY BR aHER % % % % FTEEH

Chi Cheung (Nominees) Limited Hong Kong HK$2 Ordinary shares 100 100 - - Securities investment

BE 2B ERR FHRE

Chi Cheung Management Hong Kong HK$2 Ordinary shares 50 - 50 100 Provision of management
Senvices Limited &5 2B ERR services

EHERRBARAA REEER

LT Global Investment Limited USA US$1,000,000 Shares - - 100 100 Investment holding

£ common stock REER
1,000,000F T E &R
LTG South Hills, LLC USA Note - - 100 - Property investment
e HizE MERE
LTG Platinum, LLC USA Note - - 100 - Property development
e Mzt NERE

Beijing Lerthai Commercial PRC Registered capital - - 100 100 Provision of
Management Co. Ltd. H of RMB10,000,000 management services
("B Lerthai”) AE%10,000,000 RALER IR

IRYEBRERARLA TR
([treR))

Tangshan Lerthai Shopping PRC Registered capital - - 100 - Property development
Mall Co. Ltd. A of RMB250,000,000 and investment
(“TS Lerthai Shopping”) AR #250,000,000 MERERRE

ESRENEZERAR TR
(xR

Tangshan Lerthai Properties PRC Registered capital - - 100 - Property development
Development Co. Ltd. H of RMB250,000,000 and investment
(“TS Lerthai Development”) AR 250,000,000 MERBERIEE

BLSREHEREERAA AR

([BILSREHERE])
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18.

120

Investments in subsidiaries (continued) 18. RHBARZRE (&)

Note:  According to the operating agreements, members may be obligated to Mz . RBEERE  WEEBRAAETERETO%HE
make any additional contribution to the capital if management deemed BABLE - KB RE A B EURAEITEINEE -
necessary and approved by 70% of ownership.

The above table lists the subsidiaries of the Group which, in the BEERR LRIEFEREAEBRXEREEL

opinion of the directors, principally affected the results or assets AEEMBAR - EERA - BRHEEMWEATZ

of the Group. To give details of other subsidiaries would, in the HEBEBFMBD LR °

opinion of the directors, result in particulars of excessive length.

BJ Lerthai, TS Lerthai Shopping and TS Lerthai Development are ERER  BUHREDEE LS REHERE S

wholly foreign-owned enterprises. SN R ERE -

None of the subsidiaries had any debt securities subsisting at 31 RZZT—NF+—A=+—HBR=ZFT—=F+=A4

December 2014 and 31 December 2013 or at any time during the =+ —BRAFERNEMERE - SHERBARES

year. ERMEEES o

At the end of the reporting period, the Company has other RBERAR - ARBFFEMEREEEIERZ

subsidiaries that are not material to the Group. A majority of these MEBAR « KBHZENBRARRBBLE - ZF

subsidiaries operate in Hong Kong. The principal activities of these MEBARZEZFSHMMT :

subsidiaries are summarised as follows:

Number of subsidiaries

MEARRE
Principal place 2014 2013
Principal activities FTEES of business FTELE T —E—F —ET—=F

Investment holding B BVI KBRS 3 2
Hong Kong B8 1 1
Canada JIEVN 2 -
6 3
Inactive Timeg BVI ERBELES 3 =
Hong Kong B8 3 2
6 2
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19. Amounts due from subsidiaries

19. B BXRRK

THE COMPANY

¥ /N
2014 2013
= ik —T-=F

HK$°000 HK$'000

FHExT FHET

Amounts due from subsidiaries LNPEEUNEIDSEN 433,382 139,726
Less: Allowance for doubtful debts R RIBEREME (1,399) (1,399)
431,983 138,327

Analysed as: DNTE

Non-current IERE 313,294 =
Current ED 118,689 138,327
431,983 138,327

The amounts due from subsidiaries are unsecured, non-interest
bearing and have fixed repayment terms. Amounts due from
subsidiaries with principal amounts of HK$330,454,000 (2013:
nil) expected to be repaid 3 years after the dates at advance.
Accordingly, they are classified as non-current assets. The fair value
of these advances is determined based on an effective interest rate
of 12% (2013: nil) per annum on initial recognition. The difference
between the aggregated principal amounts of HK$330,454,000
and the fair value of HK$299,388,000 determined on initial
recognition has been debited to investments in subsidiaries (see
note 18). The remaining balance of expected for repayment
within next twelve months from the end of reporting period and
thus, are classified as current assets of HK$118,689,000 (2013:
HK$138,327,000).

R B RRBRRAEER B EREEHEE
FHY o BT B A Al R ;2 N & /330,454,000
BT (ZT—=F: &) HHIENR B HEIFE
B-RAit ZEFRASPBARIERDEE - ZZT2
RZRTFERNEERFEFE12% (ZT— =45
) BRFERETE - 8$%330,454,0007 T KA
£ {H299,388,000/# 7T 2 ZFEIR A HER - Wat A
MEBARZHZE (F2HEME18) - HEARNRE A
Ke+—RAEARNERZFHREHRIBERATBEE
118,689,000/ 7T (= T — = 4F : 138,327,000/%

JT) °
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20. Properties under development for sale 20. FARPEHEYE
THE GROUP
rEH
2014 2013
—E-WEF —T—=fF
HK$'000 HK$'000
FHExT FHTT
The properties under development R AR

are situated in:

the PRC under medium-term lease HFE R EEE 736,447 -

the USA on a freehold land EB 2 KA SR T 223,258 -
959,705 =

The properties under development for sale as at 31 December RZZ—NF+ZA=+—H  HAEFHEEHR

2014 are expected to be completed after twelve months from the e EAR B B 1&T& K ©
end of the reporting period.

21. Trade and other receivables, deposits and 21. EZREMEKRERR ZEkTHE

prepayments R
THE GROUP
rEE
2014 2013
—E2-mF —ET—=F
HK$'000 HK$'000
FTERT FAT
Trade receivables B 5 AR 1,175 =
Other deposits, prepayments and receivables Hitniz s « AR L EUBERR 7,990 2,665
9,165 2,665
Trade receivables represent rental receivables due from the BESRKERAAEBZEzMELER K 2HE
property manager appointed by the Group. Pursuant to the © o IRBYELBERNEE - MELEER
agreement between the property manager and the Group, the B30RAMASEZNREREBKRMZEE - K=
property manager shall paid the rental collected on behalf of the T—ME+=—A=1+—8  ZSZZFRKERDE
Group to the Group within 30 days. At 31 December 2014, these FIESZ AT e

trade receivable are not yet due for payment.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 &%

Pledged bank deposits and time deposits
and bank balances

THE GROUP AND THE COMPANY

Deposits amounting to HK$17,502,000 (2013: nil) have been
pledged to secure the convertible bonds and thus, are classified

as, non-current assets.

Time deposits of the Group and the Company carry interests at
prevailing market rates ranging from 0.70% to 1.15% (2013: 0%

22. BEBTEHER

ire M SRR T T

“EOFEt-_A=t+—BLEFE

AR ER 1T 4L Bk

ﬁ%iém 502,000 L (ZE— =4 : &) gtr[

EHEEM - D BRIERBEE

AEERAR RN EREFERIIZRTHISEFEN
TF0.70EZE1.15E (=T — =4 : 02£0.732) &t

to 0.73%) per annum with original maturity within one month. 8 MREBHEAE—EAR -
Trade and other payables and accruals 23. BHREMEMRREERK
THE GROUP THE COMPANY
AEE AT
2014 2013 2014 2013
—E—MmEF —E=F —E-ImF —E—=F
HK$°000 HK$'000 HK$’000 HK$'000
THET THETT FHET FAET
Construction cost payables NS =N 329,828 - - -
Other payables and accruals H b S BRFN X FB T 7 17,210 2,664 4,053 1,614
347,038 2,664 4,053 1,614
Construction cost payables are aged within one year, based on FEA BFER ANR IR R B AN —F N EIE] -
invoice date.
Amounts due to related companies 24. FE{TRIEE A RIRIE
THE GROUP REH
The amounts represent (i) certain operating expenses of the Group FHE2EROEBARNRKARA LM AR F
in the PRC paid on behalf of the Group by the related companies ETHBgEE (FASENERR 22 RE
which are unsecured, interest-free and repayable on demand and EEZERER) Ri)RE —B@KQRERZ BT
(i) accrued interest on loan from a related company. These related 8 o % LRI A R G T AL o
companies are controlled by Mr. Yang.
YRmEEmEARAT —T-mesER 123



Notes to the Consolidated Financial Statements

4= A

ire SRR TR

For the year ended 31 December 2014 BHE—ZT—NF+_-_A=+—HILFE

25.

26.

124

Amount due to a subsidiary
THE COMPANY

As at 31 December 2014, the amount is unsecured, interest-free
and repayable within five years after the end of the reporting
period. Accordingly, the amount is classified are non-current
liabilities. The fair value of the amount is determined based on an
effective interest rate of 12% per annum on initial recognition.
The difference between the principal amount of HK$198,401,000
fair value and the HK$138,428,000 determined on initial
recognition has been recognised as other reserves.

As at 31 December 2013, the amount is unsecured, interest-free
and repayable on demand. Accordingly, the amount is classified as
current liabilities.

Deferred taxation

The following are the major deferred tax liabilities recognised and

movements thereon during the current and prior years.

25.

26.

FE A B B 22 B R IE

Vi N/N

el

RZE—NF+—A=+—0  ZZNBAEEF

BERRBERRAFANEE - Bt - @BHER

ERBEE - ZABZATFERVEHERZI12%E

BREFIERELT o A% FIE198,401,000/% 7T £2 1% 4]

BHERMER] 2 AF1E138,428,000/8 T2 =5,
RAEMEE

RZB—Z=F+-A=+—H  ZKBA/EEMR .
REREZEREE - Bt ZRESIEARD
BfE-

I SE B 16

THIE B AKE R RIBEFEE RABETHAR &
RED -

Revaluation of

investment
properties
BHREME
HK$'000
FET
At 1 January 2013 and 31 December 2013 RZF—=F—H—HK
—E—=F+ZA=+—H -
Charge to profit or loss AR 20,318
At 31 December 2014 R-_ZE—NFE+-_A=+—H 20,318
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27. BBRZA

Number Share
of shares capital
RinE B [N
HK$'000
FHET
Authorised: ERE
At 1 January 2013 and 31 December 2013 RZE—=F—A—HK
—E—=F+=-A=+—H
— Ordinary shares of HK$0.01 each — Fi%0.01 B T L B 50,000,000,000 500,000
At 31 December 2014 (Note) REZB—MF+-A=+—H N/A N/A
(i) TNER NEA
Issued and fully paid: BEITRAR
At 1 January 2013 and 31 December 2013 RZZE—=F—F—HK
—F—=Ft+t-A=1—-H
— Ordinary shares of HK$0.01 each — FA%0.018 T @M 338,765,987 3,388
Transfer from share premium upon abolition FERRTEE 1R /) (B BR P
of par value - 495,160
At 31 December 2014 RZE—MF+-A=+—H
— Ordinary share with no par value — EEELER 338,765,987 498,548

Note:

Under the Hong Kong Companies Ordinance (Cap. 622), with effect
from 3 March 2014, the concept of authorised share capital no long
exists and the Company’s shares no longer have a par value. There is
no impact on the number of shares in issue on the relative entitlement
of any of the shareholders as a result of the transition.

Wi

BRER-_Z-—NF=A=BERZEB QA KA
($£622%)  FEBRAZBSTBHFE - AAF
ZBROTBMAEEE - BRBRRE  HERE
FEABRZEHTRNOBELEZE -
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28. Reserves of the Company 28. ARATZREE
Retained
Contribution profits
Share from Exchange Other  (accumulated
premium shareholders  reserve reserve losses) Total
REBH
R1EE REEE E R G HivftE  (REER) k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FHT FHET FHET THET THET
At 1 January 2013 R-Z—=%—F—H 495,160 20,719 - - 522,019 1,037,898
Loss for the year NEEER - - - - (14,789) (14,789)
Special interim dividend BRI AR 8 = = = = (489,991)  (489,991)
Transfer upon completion of TR HE—RHBARE
disposal of a subsidiary 7 R - (20,719) - - 20,719 -
At 31 December 2013 R-T—=%
+=ZA=+—H 495,160 - - - 37,958 533,118
Loss for the year AEEERE = = = - (102,993)  (102,993)
Fair value adjustment on amount 424G RERIET
due to a subsidiary at initial NG
recognition ZATEAE - - - 59,973 - 59,973
Other comprehensive income AEEEMEENEG
for the year - - 20 - - 20
Transfer upon abolition of par BEBEER D)
value under the Hong Kong (5622%)
Companies Ordinance ERERR < B
(Cap. 622) (495,160) = = = = (495,160)
At 31 December 2014 R-Z—MmF
+-A=+—~H - - 20 59,973 (65,035) (5,042)

126
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29. Convertible bonds 29. TRAREH
THE GROUP AND THE COMPANY AEERARAA
HK$'000
FEx
At 1 January 2014 R-E—NF—HF—H -
Issue of convertible bonds BITA[RRES 550,000
Expenses on issue of convertible bonds BATAMRESF A B (912)
Interest charged during the year AREFEYELZ F B 96,435
Interest paid S E (67,325)
Change in fair value NEZE (9,675)
At 31 December 2014 R-E—WF+_HA=+—H 568,523
Analysed for reporting purposes as: MEmMM S 224
Current liabilities P UN=NE 112,759
Non-current liabilities EMBAE 455,764
568,523
On 10 January 2014, the Company issued convertible bonds RZZT—NFE—A+H ARRA—BBILE=FH
to an independent third party in the principal amount of 2417 N4 %8 5550,000,0008 7T 2 AJ AR &5 o 7]
HK$550,000,000. The convertible bonds will mature on 9 BRESER=_Z—+tF—A N8 ([FHA]) 7
January 2017 (“Maturity Date”), are denominated in HK$ and B - OB TTIIME I PA12 % FE N =1E A &HRTT
bear interest at three month Hong Kong Interbank Offered Rate FEHFEFTE - Am ﬁf"ﬂ%ﬂ%ﬁ%ﬁ’\‘%%x
plus 12% per annum. However, if the amount of the interest e BB BT —BRR2HE Zfr—ﬁﬁ
which accrues on each convertible bond on the day immediately BREFHEBARE %EZW“EIEHB%\}MS% (H%”*
before each redemption date or maturity date is less than an eH]) Zli’z}ETM/AF?X{I%?%E/\EZH*E#H’\M
amount representing an internal rate of return of 15% on THEEEAMZ 8 QRELCHSHE : ,\.#
the relevant principal amount of such convertible bond (the ME %?ﬁﬁ%(c)‘ﬁ%ﬁﬁﬁﬁ%ﬁ@EIEXi'J,HHEI,m
“Guaranteed Return Amount”), the Company is required to pay AR AT RR B 158 AFTRE A 2 Al k55 8 R
to each bondholder an amount equal to a sum being: (a) the (BFERME) - FMEAFFEXTIWIRERF| =
Guaranteed Return Amount; minus (b) the accrued interest; and B o

then multiplied by (c) the number of convertible bonds held by the
relevant holder of the convertible bonds as at the close of business
on the relevant redemption date, conversion date or maturity date
(as the case may be). Interest is payable quarterly in arrears and is
capitalised.
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29.

128

Convertible bonds (continued)

Pursuant to the terms and conditions of the convertible bonds,
the Company is required to repay certain amounts of the principal
on the first and second anniversary of the date of issue of the
convertible bonds (“Anniversary Dates”). If certain conditions set
out in the terms are not met, the Company is required to repay
additional amounts of the principal on the Anniversary Dates
respectively. Details of the repayment terms and the conditions
are set out in the Company’s announcements dated 24 December
2013 and 3 January 2014.

The convertible bonds can be converted into shares at an initial
conversion price of HK$2.6701 per share up to an aggregate of
33,537,900 shares or a number of shares that represents 9.01% of
the then issued share capital of the Company as enlarged by and
immediately following the issue of Shares upon such conversion,
whichever is higher. The details of the terms of conversion and
redemption and other terms of the convertible bonds are set out
in the announcement issued by the Company on 24 December
2013 and 3 January 2014. Accordingly, the principal amount of
convertible bonds with conversion feature is HK$89,550,000 (“CB
with Conversion Feature”) and principal amount of convertible
bonds without conversion feature is HK$460,450,000 (“Straight
Note").

The convertible bonds are secured by pledged bank deposits, the
Company’s shares held by China Lerthai, guarantees provided by
Mr. Yang, China Lerthai and certain related companies controlled
by Mr. Yang. These related companies and Mr. Yang did not
charge the Company for the securities and guarantees provided.

The convertible bonds have been designated as financial liabilities
at FVTPL as they contain more than one non-closely related
embedded derivatives. The fair value of the convertible bonds are
determined by aggregating the fair value of (i) the Straight Note
and (ii) CB with Conversion Feature. The fair value of the Straight
Note was calculated as the present value of the contractually
determined stream of future cash flows discounted at an interest
rate which are determined by referencing the HK$ Fund Note plus
a credit spread by reference to the credit analysis of the Company
and the market rate of comparable companies with similar credit
ratio. The fair value of CB with Conversion Feature is determined
using Binomial Option Pricing Model with the following key inputs.
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RIBAHARE S Z RS IG T - RRBARETH
BEREScF-—REBF (MBFRH)) BNHE
TASHR o WERIFRZE TIRIFREEER - &
REZAENBE B HERNEIKIR - BREMNERK
Gt 2HBHEINARF AR/ T —=F+_H
“HOBRER-T-ME-A=BTIEZAM

AR B AT IR ) R R AR (B B AR2.6701 8 T H 1R
RRH ZERMDE H &% R33,537,9000% i
17 3R AE & 7N 2 BE B 45 4 i B AT AR 1) 18 2 L Lt T A
BAZANRERE BITRA 29.01%2 kD E
HUARSERE) BHEAIRRKRES CEBRKE
BHERIA R EMIER 2 FBRHIR AR AR Z
—=F+-_fB-t+HmNBR-_FT-—NE-—A=AT
BN At AEREBHZAIRKRESZAE
© %8 /589,550,000 7T ([ A B E 2 rl R &
£ METEEREB2IRRESF2ACER
460,450,000 7T ([ EBEE]) -

AR ESFHEERRTER  TEHRFHEZA
RERD - BBEE  FEFRGEEEN2ET
B R R Z ERIEER - ZFHB AR RS E
EHERES MR ERALARRE -

BRI R ES B — A A L IEZHEB R AT
ATE  AtHEERRAFESABEZE/ME
& - AR ES 2 A FEDROEBRER()AE
BMEBZAMRES 2 A TEZEMEE - EBR
BATEDERESERRBREEANRMEERL
RZABLBRAR ZWGMNERE ZBTESEEN
EEEEEEZNXBRZANMEEZ AR S
mBREFE - AEBREZ AR ES A FETIE
RoEAREEERAB AN T EERRETE -



Notes to the Consolidated Financial Statements

ire M SRR T T

For the year ended 31 December 2014 #HZE-Z—WE+=-A=+—HILFE

29. Convertible bonds (continued)

29. AARES (E)

At 10 January At 31 December

2014 2014

R=T—NF RZZE—WF

—A+H +=A=+—8H
Share price of the Company NN HK$2.52 HK$2.37
2,527 7T 2.37#7T
Risk free rates 4 [ B | 3R 0.21% to 0.14% to
0.75% 0.58%
Discount rate P 19.63% to 19.59% to
20.18% 20.17%
Dividend yield S 0% 0%
Option life BERAS A HA 3 years 3 years
3% 3%
Volatility BB 38.04% 35.73%
Exercise price IE(E HK$2.6701 HK$2.6701
2.6701& T 2.67018 T

The above risk free rates were determined with reference to
yields of 3 years and 2.03 years Hong Kong Exchange Fund
Notes available as of 10 January 2014 and 31 December 2014
respectively. The expected volatility was determined based on
the historical volatility of the Company’s share price for the
past 3 years and 2.03 years respectively.

An increase in volatility would result in an increase in the fair
value of convertible bonds, and vice versa. If the volatility
is 10% higher and lower while all other variables are held
constant, the carrying amount of the convertible bonds
would increase by approximately HK$2,024,000 and decrease
by approximately HK$1,972,000 respectively. An increase
in discount rate would result in a decrease in the fair value
of convertible bonds, and vice versa. If the discount rate
is 10% higher and lower while all other variables are held
constant, the carrying amount of the convertible bonds would
decrease by approximately HK$11,568,000 and increase by
approximately HK$12,121,000 respectively.

The fair values of convertible bonds at initial recognition
and at 31 December 2014 were arrived at on the basis of a
valuation carried out on that dates by Asset Appraisal Limited,
an independent qualified professional valuer not connected to
the Group. They are categorised as Level 3 under the fair value
hierarchy set out in HKFRS 13 Fair Value Measurement. Level 3 fair
value measurements are those derived from valuation techniques
that include inputs for that asset or liability that are not based on
observable market data (unobservable inputs).

EERBRAXTIARNE2ER_T—OF—A+
BR-ZZE-—MOFE+-A=+—HBZ2HEIEESW
=3F R2.03FEE - MHKRBUEDSRREALR
BBAE3FR2.03FREZEL KRB METE -

RE I N A BB ATIRRE S 2 A FEEN - R2Z
TR o MR E) M EF R TBE10% + i H M & (E
T - AR E S 2 BREE A% 5 Bl 0 KR 4 49
2,024,000 7T & #91,972,00078 7T, o H7 58 R hn#%
BYAIMBRES A TFERD - RZIR o miTEE
EFARTREI0% @ MEAMAZETE  AIRKRES
Z BREE K Bl 2> & IE HN%911,568,0007% 7T K& 4J
12,121,000/ 7T °

TRRESRNTEALRNR-_E-—NF+=-A=+
—HZAFELRETHREEENEREBRAA
(RAEBMEME 2B EREEMGEM) N
ZERAMZAAETE - REZBMBREELFE13
G FlEE  RERAFELIRFTOBERE=
R B=RAFEHNEBNTEBEERE BERARE
WIERIR AT R 5 80R (TR R ABUR) &
FTERIT -
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31.
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Loan from a related company
THE GROUP

On 12 June 2014, the Group entered into a loan agreement with
a related company controlled by Mr. Yang, pursuant to which the
related company agreed to provide a loan with principal amount
of RMB400,000,000 (approximately HK$502,800,000) to the
Company. The loan is unsecured, interest bearing at 12% per
annum and repayable in full on the day falling 36 months from
the date on which the loan is drawn down. On 31 December
2014, the loan amount of HK$280,669,000 (net of upfront fee
amounting to HK$9,808,000), was drawn down in RMB.

Senior notes

THE GROUP AND THE COMPANY

During the year, the Company issued three tranches of 10% HK$
denominated senior notes with an aggregate principal amount
of HK$163,000,000. The notes are transferrable, unsecured and
matured on the third anniversary of the date of issue.

The holder of the notes can request the Company to redeem all
or some of such holder’s senior notes on the second anniversary
of the date of issue at 100% of the principal amount, together
with accrued and unpaid interest. The Company may, on or at any
time after the first anniversary of the date of issue and prior to
the maturity date, redeem the senior notes, in whole but not in
part, at 100% of the principal amount, together with accrued and
unpaid interest. In addition, at any time following the occurrence
of (i) any person or persons acting together acquire(s) the control
of more than 50% of the voting rights of the issued share capital
of the Company or the right to appoint and/or remove all or the
majority of the members of the Board of directors after the date
of issue; or (ii) the Company consolidates with or merges into or
sells or transfers all or substantially all of its assets to a third party
or a third party acquires the legal or beneficial ownership of all or
substantially all of the issued share capital of the Company, the
holder of each note can require the Company to redeem all, or
some only, of such holder’s senior notes at 101% of the principal
amount, together with accrued and unpaid interest. In the opinion
of the Directors of the Company, the fair value of the option to
early redeem the senior notes is insignificant at initial recognition
and at the end of the reporting period.
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AEERARF

REE  AREDZHEEIT10% B THEZ B
=g K& % 75163,000,0008 7T c ZEZE A
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Bonds 32. &%
THE GROUP AND THE COMPANY AEERARAA
During the year, the Company issued eight-year 8% HKS$ REE  RRFEITSFHE%AB TINEZES -
denominated bonds with an aggregate principal amount of N 48756 /30,000,000/87C © 2 EEH AR EE -
HK$30,000,000. The bonds are transferrable, unsecured and EIRR RN ETRBEENFRE - RAFARE
matured on eight years after the date of issue. The Company may B A RTEARE - R A S B AR ESF
at any time prior to the maturity date redeem the bonds at 101% BEANZEEMRA  BRREERNSFEI01%UARE
of the outstanding principal amount (in whole or in part) in cash BEIES -
by serving at least five business bays’ prior written notice on the
holder of the bonds.
Bank borrowing 33. |ITEN
THE GROUP
rEE
2014 2013
—F-mF ==
HK$'000 HK$'000
FET FABT
Secured bank loan with carrying amount repayable:  FfffE{TBREI(E 2 B KRR TE R
Within one year —FR 1,191 -
More than one year but not exceeding two years ZR—FELIM 1,227 -
More than two year but not exceeding five years ZRMEELNA 3,101 -
Over five years ZRAF 83,682 -
89,201 -
Amount shown under current liabilities IR RBEELZEE (1,191) =
88,010 -

The amounts due set out above are based on the scheduled
repayment dates set out in the loan agreement.

The loan is denominated in United States dollar (“USD"), the
functional currency of group company in the USA, and is secured by
the Group's investment property located in the USA with a carrying
amount of HK$166,765,000 at 31 December 2014 (2013: nil) as
well as the assignment of all rents to the bank on the investment
property located in the USA. It carries variable interest at the daily
Wall Street Journal Prime Rate minus 0.25% per annum (2013: nil).
The weighted average effective interest rate on the bank loan is 3%
per annum (2013: nil).

ER2FZ2BBEBNRER A ZEEEER

ERXUNEBEBARIZEEER, X ([ET])
G BAEEZERREMEFEER K=
T-NE+ A=+ HZREVEZEREES
166,765,000/ C (ZT— =4 : &) - W HEHE
S RTZHS FERRREYE - HIRERT AR
REEFENER025% (ZF— =4 : &) ;1 E¥
B o RITERZMETHERFHNERI% (ZT—
=FE)
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34.

132

Capital risk management 3. EXEBEE
The Group and the Company manages its capital to ensure that AEBRARREBEER  UBERAERRAR
the Group and the Company will be able to continue as a going ARNFHELE  ANTERRIERERERES
concern while maximising the return to shareholders through the BAERERE R o ANEE RARF) 2 BRI A
optimisation of the debt and equity balance. The Group and the EFERFTTE o
Company's overall strategy remains unchanged from prior year.
The capital structure of the Group and the Company consists of AEBZERGEEREFES (BMFE29 30
net debt, which includes convertible bonds, loan from a related 31 32R33FTH IR 2 AT R R - KRB —HE
company, senior notes, bonds and bank borrowing disclosed in BARZER EHFRRITERAK) RITEH
notes 29, 30, 31, 32 and 33 respectively net of bank balances and FHEERERERMRITER  UEAEEEARD
cash and pledged bank deposits, and equity of the Group and the Al D (RBEEITRA REFEFEEK)
Company, comprising issued share capital and reserves.
The Directors of the Company review the capital structure of the RAAREERMNEELBEETEHRNER 2 IRALE
Group by using a gearing ratio, which is calculated on the basis B RAMRES  RE —HABARIZER - &
of dividing the excess of the sum of convertible bonds, loan from LR BFERBOERZMBHRITEARRRS
a related company, senior notes, bonds and bank borrowing (BREEEMRTER) 2 BOBRAEREE 2 EHR
over the sum of bank balances and cash (inclusive of pledged TH ZERELEBFFRRNBRAETERESEL
bank deposits) by total equity. The review is conducted at least KEIRTE ATHEST ©
semi-annually and before each major financing or investment
decision is made.
The gearing ratios at the end of reporting dates are as follows: RIERR - BEABRLEXRAT
2014 2013
—E2-mF —E-=F
HK$'000 HK$'000
TERT FAT
Bank borrowing RITIE 89,201 =
Convertible bonds AR ES 568,523 -
Loan from a related company RE—ERBARIZER 280,669 =
Senior notes BEEE 149,002 -
Bonds (o 28,638 -
Pledged bank deposits B RITIF (17,502) =
Bank balances and cash RITRESR R ® (379,331) (493,887)
Net debt a5 719,200 (493,887)
Total equity EEmRE 513,503 559,723
Net debt to total equity B F R B s B A b 3R 140% N/A 7~ F
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35.

Financial instruments

a.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZE=Z

ire M SRR T T

—ME+=A=+—HIFE

35. @I A

Categories of financial instruments a. PRI TAE 2 H¥F
THE GROUP THE COMPANY
rEH KAF
2014 2013 2014 2013
—E-OF —E-=F —E2-mF —E—=F
HK$'000 HK$'000 HK$'000 HK$'000
TEx FAT THER T
Financial assets TREE
Available-for-sale financial assets ~ FE S RIEE 63,369 64,469 - =
Loans and receivables (including &3k &% FEUBE X
cash and cash equivalents) (BeMFEEEEER) 401,305 494,846 530,159 550,474
Financial liabilities CRIBE
Financial liabilities at amortised TREE SR AR
cost JIEERNSRERE 899,078 5,490 320,121 200,019
Convertible bonds AR E S 568,523 - 568,523 -
Financial risk management objectives and policies b. T bR B B R

Details of the Group’s and the Company’s financial
instruments are disclosed above and in the respective
notes. The risks associated with these financial instruments
include foreign currency risk, interest rate risk, credit risk
and liquidity risk.

Management monitors and manages the financial risk of
the Group through internal risk assessment which analyses
exposures by degree and magnitude of risks. 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.

AEERARFTNEMTARBER EX R
EMER EZEFS T ARBMRERE
mINERR  MERR  FEERR KRS
Aok e

EI8 B E BN R E - E o ATE
REEREEERN AEERLEEASH
M2 B R - a0 AR R 5% S R B 2 BR
HIMT - EREEEREEZERR
VAREDR K B F178 Ut BREUE & < FE it ©

Pﬂn}
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35.

134

Financial instruments (continued)

35. €@ T A (&)

b. Financial risk management objectives and policies b. SRR B A RBUR (8)
(continued)
Market risk ™5 R R
Foreign currency risk SN [ B
Certain assets and liabilities are denominated in foreign AETEERBENMASEEEEBHNINGT
currencies of respective group entities, which are mainly B EFEBEELRBT AEERAR
USD and HK$. The Group and the Company currently A AE] B ATRB 6l EINE SRR o A -
does not have a foreign currency hedging policy. However, EEE—BHEEFIERR  TEREFE
management monitors foreign exchange exposure and W EEDRERINE R o
will consider hedging significant foreign currency exposure
should the need arise.
The carrying amounts of the foreign currency denominated RmEBE  MINEIENEBEERE
monetary assets and monetary liabilities at the reporting BaEsEEENT
date are as follows:
THE GROUP THE COMPANY
rEE /N
2014 2013 2014 2013
—E-mOFE O —FT-=F ZB-NE ~—T=F
HK$’000 HK$'000 HK$’000 HK$'000
FE T FAT FET FABT
Assets BE
usb ETT 67,759 128,024 - -
HK$ BIT 96,006 - 95,994 -
RMB AR - 23 - 23
Liabilities afE
HK$ BIT 750,217 - 750,217 -
RMB ARH - 2,826 - -
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Financial instruments (continued)

35. TRTA (&)

Financial risk management objectives and policies b. SRR B & RBUR (48)
(continued)
Market risk (continued) miERkE (&)
Foreign currency risk (continued) HNEERB: (48)
Foreign currency sensitivity SMNEBRRE
The Group’s and Company’s foreign currency risk is mainly AREBFEARQNR ZINERR TEERRA
concentrated on fluctuation among RMB against HK$ and REEHBTRET ZEHKRE o F&RFFU
USD. The following table details the Company’s sensitivity RABRARE BT RETEXABES
to a 5% increase or decrease in RMB against HK$ and B [E5% M BURE
USD.
The sensitivity analysis includes only outstanding foreign BRREST R BEIINET|EEKIER @ I
currency denominated monetary items and adjusts their ERFREARBERS%EFHEIRE T LA
translation at the year end for a 5% change in RMB. A FE - FEIRMEAREEBTRETLR
positive number indicates a decrease in loss for the year FRERENBRTEERD - EARE
where RMB weakens against the HK$ and USD. For a 5% HAABTRETHRARBHES% - SSH
strengthening of RMB against HK$ and USD, there would EEERBERARZFE -
be an equal and opposite impact on the results:
THE GROUP THE COMPANY
rEH RAF
2014 2013 2014 2013
—E-mF —E=F —E-F —ET=F
HK$'000 HK$'000 HK$'000 HK$'000
THET THETT FET THETT

us$ E

Decrease in loss BB 3,388 = - =

HK$ BT

Decrease in loss B8R (32,711) 140 (32,711) -
In management’s opinion, the sensitivity analysis is EEERR BHREEBOERTEE R

unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during
the year.

RN RS - REBEH TR
REESNERS -
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35. Financial instruments (continued)

136

Financial risk management objectives and policies

(continued)

Market risk (continued)

Interest rate risk

At 31 December 2014, the Group and the Company
was exposed to cash flow interest rate risk in relation
to convertible bonds and bank borrowing which carried
interest at variable rate. The Group and the Company
currently do not have interest rate hedging policy.
However, management of the Group monitors interest rate
exposure and will consider hedging significant interest rate

exposure should the need arise.

At 31 December 2014, the Group and the Company
was exposed to fair value interest rate risk in relation to
the available-for-sale financial assets, loan from a related
company, senior notes and bonds which carry interests at

fixed rates.
Interest rate sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates risk for its variable
rate borrowings at the end of the reporting period. The
sensitivity analysis does not consider the exposure of the
bank deposits because the impact is not significant. The
variable-rate borrowings (including convertible bonds and
bank borrowings) carry interests at HIBOR and daily Wall
Street Journal Prime Rate.
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b. SRERB W RBE (8)

iz EE (&)
R E R

RZE-—ME+_A=+—H AEER
RA 2B A R AR E 5 ROF B ﬁifﬂﬁ
KB eRFERR - AREBERAR

Al R F BRI o A ﬁﬁg

[ 85 A = @k Eﬂﬂﬁﬁé‘ﬁﬁ%iﬁﬁ%%ﬂ
B K 2R B o

R-ZFB-—ME+-_A=+—8 A&EERK
ARAHHBFRGESHEE K8 —H
)Nl D= 4

HZ AFENXER

N

CBARBEREEANXRE

AT 2 BRE DT ERBEMHRTSMER
ﬁ‘ﬁZﬂ%@l‘ﬁﬁﬁ%i o BYRRE AT I A
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Financial instruments (continued)

Financial risk management objectives and policies

(continued)

Market risk (continued)

Interest rate risk

Interest rate sensitivity analysis (continued)

The analysis is prepared assuming that the convertible
bonds and bank borrowing outstanding at the end of the
reporting periods were outstanding for the whole year. A
50 basis points increase or decrease is used when reporting
interest rate risk internally to key management personnel
and represent management’s assessment of the reasonably
possible change in the interest rates.

If the floating interest rates had been 50 basis points
higher/lower:

° the Group’s post-tax loss for the year would
increase/decrease by approximately HK$446,000
(2013: nil);

o the interest capitalised to the Group’s properties
under development for sale or investment
properties under development would increase/
decrease by approximately HK$2,843,000 (2013:
nil); and

° the Company’s post-tax loss would increase/
decrease by approximately HK$2,843,000 (2013:

nil).

In management’s opinion, the sensitivity analysis is
unrepresentative of the interest rate risk as the year end
exposure does not reflect the exposure during the year.

35. TRTA (&)

b. SRERB O REE (&)

misE bk (%)

MEER (8)

4

&GRS (B

5T (B8R0 R 45 H K 0 R 108 2 AT R 0K
% PITERREFAS  AXEEEA
B PO %5 2 ) R LR B SRRSO B | H oK
T EEEERARAERTHEDY
ST o

)2 BFI=E EFt T F#50EE, |

. NEBRANFE 2% EIE S
A 49446,00008 T (= F —
=F )

. AEERERGFEMERFAERER
B ERF B G M, WD
#12,843,0008 T (=T — = F ¢
/) R

. ARABZFEEBEBEM, DD
2,843,000 T (ZT—=4F : &) °

BEEERN  SEREDTRERRNEE
% RARFRERARERRAEE 2R

B o
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35. €@IT A (&)

35. Financial instruments (continued)

138

Financial risk management objectives and policies

(continued)

Credit risk

At the end of the reporting period, the Group’s and the
Company’s maximum exposure to credit risk which will
cause a financial loss to the Group and the Company in
the event of the counterparties’ failure to discharge their
obligations in relation to each class of recognised financial
assets as stated in the consolidated statement of financial
position.

As at 31 December 2014 and 31 December 2013,
the Company’s credit risk is primarily attributable to
amounts due from subsidiaries. The Company reviews the
recoverable amount of each individual debt at the end of
the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Company’s
credit risk is significantly reduced.

At 31 December 2014, the credit risk of the Group
was primarily attributable to and concentrated on bank
deposits. The directors of the Company consider the credit
risk for bank deposits is limited because the counterparties
are financial institutions with high credit ratings.

In relation to available-for-sale financial assets, the directors
of the Company consider that the credit risk is low as
the counterparties are companies of Hang Seng Index
constituent stock and the notes are of high credit ratings
assigned by recognised financial institutions.
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Financial instruments (continued)

Financial risk management objectives and policies

(continued)
Liquidity risk

The Group and the Company’s objective is to maintain a
balance between continuity of funding and the flexibility
through the use of borrowings including convertible
bonds, loan from a related company, senior notes, bonds
and bank borrowing. The Group and the Company also
monitors the current and expected liquidity requirements
and its compliance with lending covenants regularly
to ensure it maintains sufficient working capital and
adequate committed lines of funding to meet its liquidity

requirement.

The following table details the maturities of the Group
and the Company’s financial liabilities. The table has
been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the
Group and the Company can be required to pay. The table
includes both interest and principal cash flows.

35. TRTA (&)

b.

SRERB O REE (&)

RBESRER

AEBERARRZABEARESFHE LR
EEERER (BFETRRES KB —MH
M AR ZER  BERE  BEHRRT
fER) 2R TE - REERARRINE
HEZANIBRARDESRE REFE
REHZEN  REEREHCLESR
EREHZAEBESRE  NEBRDE
THE °

TRANAEB R ARG @M EEZEH
BR - ZRBEAEERARBDARZE A
HeMzepmaBERFRRASRERT -
FZREEMNBERAEHERE °
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35. Financial instruments (continued) 35. €RTH (&)
b. Financial risk management objectives and policies b. SRR B A RBUR (8)

(continued)

Liquidity risk (continued) nBESRR (&)
Liquidity and interest risk tables B E R R FIEE R E
More than ~ More than Total
Weighted Within ~ 1yearbut 2 years but undiscounted
average 1yearor  lessthan  lessthan ~ More than cash Carrying
interest rate  ondemand 2 years 5 years 5 years flows amount
mEH  R-Fr SR-F  SHWE L)
Gilk:S FRER  EIRWE BHREFE  FZREE  RERBE KEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TERL THT TaRT TET T Thx
THE GROUP
2014 —E-mF
Non-derivative financial liabilities 374 £REE
Convertible bonds ABRES 12.38 178,090 102,974 456,771 - 737,835 568,523
Creditors and accruals FERTHR I FE AT RN - 33215 - - - 343275 343275
Amounts due to related companies e —EEE AR
pd 58 - 8,292 - - - 8,292 8,292
Loan from a related company RE— A
ZET 12 34,857 34,857 307,905 - 377,619 280,669
Senior notes BRER 10 16,300 16,300 179,300 - 211,900 149,002
Bonds &z 8 2,400 2,400 7,200 36,825 48,825 28,638
Bank borrowing R 3 3,867 3902 1129 96795 115693 89,201
587,081 160,433 962,305 133,620 1,843,439 1,467,601
2013 —8-z%
Non-derivative financial liabilities #f74£REE
Creditors and accruals FERTHR I JE AT R AN - 2,664 - - - 2,664 2,664
Amounts due to related companies  FER BB A E 2B - 2,826 - - - 2,826 2,826

5490 = = = 5490 5490
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35. Financial instruments (continued) 35. €W T A (&)
b. Financial risk management objectives and policies b. TRER B B RBUER (8)

(continued)

Liquidity risk (continued) nEBESRERE (&)
Liquidity and interest risk tables (continued) BEE e R E G E ()
More than  More than Total
Weighted Within ~ 1yearbut 2 years but undiscounted
average  1yearor  lessthan  lessthan  More than cash Carrying
interest rate  ondemand 2 years 5 years 5 years flows amount
mEFHE  R-FR SR-F  SREEF ERiE)
% FRER ELRWE EBIREF  ZREE  REREE REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% THART TR THR TAR THERL THET
THE COMPANY @
2014 “E-|mE
Non-derivative financial liabilities {74 &MEE
Convertible bonds ERES 12.38 178,090 102,974 456,771 - 737,835 568,523
Senior notes BERE 10 16,300 16,300 179,300 - 211,900 149,002
Creditors and accruals FEER TR R FBR TR R - 4,053 - - - 4,053 4,053
Amount due to a subsidiary B —FH B ARl
i - 198401 - - - 198401 138,428
Bonds &5 8 2,400 2,400 7,200 36,825 48,825 28,638
399,244 121,674 643,271 36,825 1,201,014 888,644
2013 ~B-=F
Non-derivative financial liabilities 3£f74 4 MEE
Creditors and accruals AR R - 1614 - - - 1614 1614
Amount due to a subsidiary R —RE AR
i - 198405 - - - 198,405 198,405

200,019 = = = 200,019 200,019
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35. Financial instruments (continued) 35. £@T A (&)
C. Fair value of financial instruments C. EMmITAZATE

The fair values of financial assets and financial liabilities are
determined as follows:

. the determination of fair value of available-for-sale
financial assets and convertible bonds are set out
in notes 17 and 29; and

o the fair value of other financial assets and
financial liabilities are determined in accordance
with generally accepted pricing models based on
discounted cash flow analysis.

The management considers that the carrying amounts
of financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements

approximate their fair values.

36. Operating lease 36.

As lessor

Property rental income in respect of the investment property
earned is HK$1,654,000 (2013: nil). The completed investment
property held have committed tenants for the next one to seven

years.

At the end of the reporting period, the Group has contracted with
tenants for following future minimum lease payments (i.e. fixed
rental income) which fall due as follows:

EREERSBBENAFEDT

J HFECMEERATRBESFATE
MEEEHTIAMFE17X29 5 &

0 HtlemEE EREBENRTE
TRE-—BEIEERAAERRK
MIRBEROITMEE

ERERA SMEAERSME EREN
RARSNGAY RER 2 FEE - B
EAFEME -

KEHERIE
EHBEHBEA
AR E W E T BREL 2 W T & W A 1,654,0000%8

TT(ZZ—=%F: 8) - FHZERREMEER R
R—E=LFRAREP -

RBERR  AEBE R KFERE R (Fl20E
ERE W) EEPATL - BIHERNAT

THE GROUP THE COMPANY
rEH PN
2014 2013 2014 2013
—E-NmEFE —T—=F —E-MF —T—=%F
HK$°000 HK$'000 HK$'000 HK$'000
FHET BT FTHERT FET
Within one year —FR 11,762 - - -
In the second and to F_ZERF

fifth years inclusive (BIEEEMS) 36,703 - - -
Over five years ZIRAFE 14,492 - - -
62,957 - - -
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36. REMEAE (F)

As lessee fEREBA
At the end of the reporting period, the Group and the Company REEHAR - AN B EAR D R 5B B Al R dHas &
had commitments for future minimum lease payments under BAMA R RGERE A FERELT -
non-cancellable operating leases which fall due as follows:
THE GROUP THE COMPANY
rEE ZNE|
2014 2013 2014 2013
—ZT—gF —T—=F —E-NF —T—=F
HK$°000 HK$'000 HK$’000 HK$'000
THERT FET FET FAT
Within one year —%FNR 14,099 6,036 6,420 4,510
In the second and to E_EZERF
fifth years inclusive (BEERME) 12,452 7,629 3,342 6,970
26,551 13,665 9,762 11,480
Operating lease payments represent rental payable by the KERENFEARRARERAEMENEMNE

Company for its office premises. Leases are negotiated and are

fixed for one to three years.

Commitments

As of the end of the reporting period, the Group had the

following commitments:

37. EiE

N|EIR - AKEFE THRE

&  MEDNRER MEEFHR—2=F -

2014 2013
—Z—MF —E—=F
HK$'000 HK$'000
FET FAT
Development costs for investment properties TERES AR IR E Y EE 2 A
under construction or development 835,785 -
Capital expenditure in respect of acquisition SEUCEE T B+ 3 B A ST
of land in the PRC - 768,000
Total capital commitments BARAELRE 835,785 768,000
Development costs for properties under F R SFEMEZFEKA
development held for sale 1,010,281 -
1,846,066 768,000
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38.

39.

144

Share award scheme

On 8 August 2014, the Board of Directors resolved to adopt a
share award scheme (the “Scheme”) to provide incentives to
attract and retain selected employees for the benefits of the
Group. Pursuant to the Scheme, existing ordinary shares in the
capital of the Company will be purchased in the market by the
Trustee at the cost of the Company and held on trust for all or one
or more of the employees until such ordinary shares in the capital
of the Company are vested with the relevant selected employees
in accordance with the Scheme rules. The Scheme shall be subject
to the administration of the Board of Directors and the trustee in
accordance with the Scheme rules and the trust deed. The number
of ordinary shares in the capital of the Company to be awarded
under the Scheme throughout its duration shall not exceed 10%
of the issued share capital of the Company from time to time.
The maximum number of ordinary shares in the capital of the
Company which may be awarded to a selected employee under
the Scheme shall not exceed 1% of the issued share capital of the
Company from time to time. No ordinary shares in the capital of
the Company is awarded by the Company to selected employees
up to date of this report.

Share option scheme

Pursuant to an ordinary resolution passed at the extraordinary
general meeting held on 22 August 2014, the Company adopt a
share option scheme (the “Share Option Scheme”). The purpose
of the Share Option Scheme is to provide the participants with
an opportunity to obtain an equity interest in the Company, thus
linking their interests with the interests of the Group and thereby
providing them with an incentive to work better for the interests
of the Group. Details of the Share Option Scheme are set out in
a circular issued by the Company on 6 August 2014. No share
option has been granted since the adoption of the Share Option
Scheme.
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Retirement benefits schemes

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme”) for all qualifying employees in Hong Kong
under the rules and regulations of the Mandatory Provident Fund
Authority. The assets of the MPF Scheme are held separately from
those of the Group, and are in funds under the control of trustees.
Contributions are made based on a percentage of the participating
employees’ relevant income from the Group and are charged to
the profit or loss as they become payable in accordance with the
rules of the MPF Scheme. When an employee leaves the MPF
Scheme, the mandatory contributions are fully vested with the

employee.

According to the relevant laws and regulations in the PRC, the
PRC subsidiaries are required to contribute a certain percentage of
the salaries of their employees to the state-managed retirement
benefit scheme. The only obligation of the Group with respect
to the retirement benefit scheme is to make the required

contributions.

Employees of the subsidiaries in the USA are members of pension
schemes operated by the respective governments and private
sectors. The subsidiaries are required to contribute a certain
percentage of the relevant part of the payroll of these employees
to the pension schemes to fund the benefits. The only obligation
for the Group with respect to the pension schemes is the required
contributions under the pension schemes.

Total retirement benefit expense charged to profit or loss for the
year amounted to HK$2,454,000 (2013: HK$276,000).

40.

RAKE R ETE

AEEERBARGMEABESERRUAE S ERIE
ERMRBEERTE ([RBEE2E]) - RESFEIH
BEEASBEENIRAFAE  LHEXKANER
FEE  HANBREDREBEENRAEERESERK
ARMRIEEBDLETE - RS E 2R AR
HENBEERTNR - BETH2ERESH S
B b HRERSEESRE -

BRETEABEEIRN  FEMBARARBER
ERERAENFENEEFE ZHEA DL -
ARIR B R e R KR AR 8 2 M — B AE R ARIRFLAT 8
TEHREHERK

KB B RR 2 EEREBTEM RALAKEEE
ZRIRFEIKE - ZEWBRRARZ LIRS H
HEE D 25T B S L RRAEBIHEFTIAE R
M o REFEFLURIRGET ) 2 HE— B ERARBRIRG

SR

FANEB=NERZRIKEF X T 4% 52,454,000
BT (ZZT—=4 : 276,000/87T) °
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41. Related party transactions 41. BEALRS
During the year, the Group had the following transactions with RAFE - NEFEBEBAEATHETUTRS ¢
related parties:
2014 2013
—E2-mF —E-=F
HK$'000 HK$'000
FERT FAT
Interest income on loan to Longman (Note) f& FLongmanE R 2 F BUA (FisE) - 1,415
Interest expense on loan from Mr. Yang REBLEERZFEXZ T - 4,180
Interest expense on loan from a related company 3 (B —EIREE: A BB 2 A B2 H 26,097 =
Note:  Longman ceased to be a related company on 6 February 2013. The Mz LongmanR =T —=F= A XHTH A HE
amount shown in 2013 represented the interest from 1 January 2013 RA e —E—=F 2RI EBRE-_T—=F—
to 6 February 2013. A—BE-ZT—=F_A B2
Remuneration paid and payable to the members of key EFERN ENRENFZEEEBEECMERER
management, who are the directors during the year, are disclosed MaE12 o
in note 12.
Balances with related parties are set out in the consolidated BAE A TR D RIS AR B4R & MISiR &
statement of financial position and statement of financial position REEARR TR ANE64 X658 + 78 BB M
of the Company on pages 64 and 65 respectively, and details of FE24 %25 °

terms are set out in notes 24 and 25.
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Five Year Financial Summary
L FETBEHRE

For the year ended 31 December

BE+t-A=t—-BHLHFE

2014 2013 2012 2011 2010
—E-mE —T-=—fF —T-——F —T——F —T-TF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FEL FAT FAIL
RESULTS £ |
Revenue oN 4,726 10,165 24,728 19,523 84,572
(Loss) profit before tax BrEiAT (&) & Al (18,456) (20,888) 27,851 20,057 63,013
Income tax expense Pr{SH 2 i (20,570) (126) (4,604) (3.234) (10,072)
(Loss) profit for the year RER (E518) %A (39,026) (21,014) 23,247 16,823 52,941
(Loss) profit for the year attributable 7N} A]#EH A &L
to owners of the Company REE (BE) &5
from continuing operation REFELEET (39,026) (20,313) 15,309 10,425 52,941
from discontinued operation REBRICEER - (701) 7,938 6,398 -
(39,026) (21,014) 23,247 16,283 52,941
Basic and diluted (loss) earnings BRERNEE
per share (HK cents) (Note) (Es18) &F) GBAL) (HfEE) (11.52) (6.2) 6.86 4.97 15.63
Final and interim dividends % 7 HA Ko A A
per share (HK cents) S GBI - - 1 2 3
Special interim dividend B Rl
per share (HK cents) BB (L) - = 144.64 - -

Note:  The calculation of basic and diluted earnings per share is based on the profit B 5

attributable to owners of the Company for the years and on the weighted

average number of shares in issue during the relevant years.

SRR AR R BRI T AR IR AN AV A B

MAEBFEEETRMO 2 NEFOEEE -

As at 31 December

W+=—A=+—H
2014 2013 2012 2011 2010
—B-mFE ZF-=F T —Ff —T—% ZT-TF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEx FAT FAT FAT FAT
ASSETS AND LIABILITIES BEREE
Total assets BERE 2,005,918 565213 1,078,625 1,057,279 1,058,933
Total liabilities BERE (1,492,415) (5,490) (5,492) (2,886) (9,494)
Total equity attributable to ARAHER AEN
owners of the Company PR R 5 513,503 559,723 1,073,133 1,054,393 1,049,439
Net asset value per share RARHER AENL
attributable to owners of BiREEFE (BT)
the Company (HK$) 1.52 1.65 3.17 3.1 3.10
Number of shares issued BRITROEE 338,765,987 338,765,987 338,765,987 338,765,987 338,765,987
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Investment Properties and Properties under Development for Sale
LEMEMAZETFEMSE

Particulars of investment properties and properties under development for

R-ZE-—MFE+-_A=+—H REVERFERFED

sale at 31 December 2014 Ed=d
Effective % Participated

Location Type Lease term held Gross floor area completion
1t 2 Lpidl HEFH HEEE% HEEER SEER
Completed property held BEREZTRME

for investment
Lerthai South Hills Plaza PRmILES Shopping Freehold 100% 120,589 sq.f. N/A
1410-1432 e mall KA 120,589F 5% i
South Azusa Avenue IFEE R B
City of West Covina AR T
California South Azusa
The United States of America 1410-14325%
Properties under construction BERERBEZEENE

for investment and sale
298 Beixin West Road = Residential Medium-term 100% 657,171 2016 - 2017
Lubei District Tangshan City AibE commercial, i H sqm. —E—REE
Hebei Province ElmiitE office and 657,171 T+
The People’s Republic of China L3 7% 298% hotel Ak

EESRSE
WAZE RS

Properties under development BRNEENE

for sale
Lerthai Platinum Center BRI MM BN ZR A Residential and Freehold 100% 59,000 Preliminary
Northeast of the intersection of EEi commercial KA FERE sg.m.  planning and
South Stage College Boulevard and  INFIEEZE FEREE (site area) designing
East Orangewood Avenue BED 59,000 stage
Orange Country M B AR REEAE TRK  OFEEK
California BIERA (TibmiE) Bee

The United States of America
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