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Chairman’s Statement

FERE
Results and Dividends

For the year ended 31 December 2014, the Group’s revenue was approximately
HK$524.3 million (2013: HK$212.4 million). Profit attributable to owners of
the Company was approximately HK$16.3 million (2013: loss attributable to
owners of the Company: HK$14.7 million). Basic earnings per share were
approximately 1.21 HK cents (2013: basic loss per share: 1.14 HK cents).

The Board of Directors of the Company (the “Directors” or the “Board”) does
not recommend the payment of a dividend at this time. Consequently, no
dividend was proposed for the year ended 31 December 2014.

Business Review and Outlook

The year 2014 was an important year for the Group to continue its ongoing
successes and pave the way for future progress. Mr. WONG Hong King has
completed the acquisition of interests in the Company during the year and
became the controlling shareholder of LVGEM (China) Real Estate Investment
Company Limited (“LVGEM (China)”) (formerly known as New Heritage
Holdings Ltd.), opening a new chapter in the Group’s development. Adhering
to the philosophy of “Construct the Green Dream House” and led by a visionary
management team with practical experience, LVGEM (China) has formulated
short to long-term development plans after keeping abreast of market trends
and conducting acute analysis. These plans aim to accelerate external
expansion and optimise the internal corporate management model so as to
create new growth drivers for the Group.

Expanding business presence and accelerating business development

In the second half of 2014, a number of cities in Mainland China have relaxed
or even cancelled the Home Purchase Restriction measures and limits on
mortgages. In 2015, the Central Government has continued to remove the
restrictions on the property market to stimulate purchasing power within the
market. The Group believes that these actions send positive signals about
the prospects of the property industry and its own growth. The Group has
continued to implement its short to long-term development plans, which include
expanding its business geographically from Suzhou to other cities in Southern
China, evaluating projects in different regions and increasing land bank in
Suzhou, Shenzhen and other cities in Southern China in a timely manner, to lay
a solid foundation for the Group’s sustainable development in the future.

Diversifying business and enhancing profitability

As for its scope of business, the Group will implement diverse strategies
to develop and/or invest in businesses in addition to residential properties,
including quality office buildings, shopping malls, serviced apartments and
hotels. Through the meticulous planning of the new management team, the
Group has signed a letter of intent relating to proposed acquisition of a parcel of
land and the building project above the parcel in Bao’an District in Shenzhen in
October 2014. Once the acquisition is confirmed, the project would generate a
continuous and stable cash flow and attractive rental income for the Group. The
project, if acquired, would not only help enhancing the Group’s profitability and
capital accumulation capability but also pave the way for the development of
other new projects.
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Optimising corporate management and improving operational efficiency

In order to achieve long-term and stable growth, in the second half of 2014, the
Group has started to optimise the organisational structure of the management
and staff teams in Hong Kong and Suzhou while improving operational
efficiency through strengthening internal controls. The Group has also
updated the electronic financial information system for more timely delivery of
management information and the improvement of work efficiency. In addition,
the Group has strived to improve its cash collection management by measures
such as strengthening the cooperation with partnering banks, enhancing the
collection of sales revenue, and reinforcing the Group’s ability in cash flow
management.

Keeping abreast of market developments and identifying outstanding opportunities

The Group resolves to capitalise on past achievements in order to prepare for
a better future in 2015. Despite that the property market in China offers rich
growth potential under the policy of relaxing credit, the current challenges
and risks should not be overlooked. The Group formulates strategy based on
an analysis of prevailing market conditions, and is carefully evaluating other
potential businesses and seeks breakthroughs through consolidating property
development and investment businesses. With regard to this, the Group
is considering introducing community 020 service platform to residential
properties, to offer convenient and intelligent online and offline property
management services to residents and improve their living standard, as well as
broaden the Group’s income stream. Riding on an experienced management
team and a clear development roadmap, the Group is confident of generating
stable and fruitful returns for our investors.

In closing, | would like to express my gratitude to my fellow members of the
Board and all of our staff for their dedication and support. My fondest wish is,
with the concerted efforts of all of us, to drive the Group forward and achieve
rapid growth. | would also like to thank our partners and shareholders for their
encouragement and trust.

HUANG Jingshu
Chairman

Hong Kong, 17 March 2015
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Management Discussion and Analysis
EEENWED

REVIEW OF OPERATIONS

During the year under review, the Group continued its focus on property
development and investment businesses in Suzhou and persistently sought
business opportunities in Shenzhen and other cities in southern China.

PROPERTY DEVELOPMENT

In the first half of 2014, the real estate market in Suzhou was subject to the
constraints from the Government’s austerity policies until the second half
when they were eased; the Home Purchase Restriction was withdrawn, and
the benchmark lending rate was lowered by the People’s Bank of China by
late 2014. These measures have promoted the market confidence to some
extent. The wait-and-see approach attitude was given up by certain potential
homebuyers.

The Group’s various development projects in Suzhou were in progress on
schedule in the year under review.

1. Taihu Garden Court, Guangfu Town, Wuzhong District, Suzhou

During the year under review, Taihu Garden Court’s outstanding
architectural design and beautiful classical landscaping still outperformed
the townhouse projects nearby. Thus, sales result slightly outperformed
peripheral villa projects.

During the year, 1 townhouse of Phase 1 with a gross floor area of about
300 sg.m. was sold with a sales revenue of approximately HK$3.1
million. At the end of December 2014, the remaining 4 townhouses of
Phase 1 with a gross floor area of about 1,100 sq.m. were pending for
sale.

5 townhouses of Phase 2 with a gross floor area of about 1,100 sq.m.
were sold with a sales revenue of approximately HK$13.5 million during
the year. At the end of December 2014, an inventory of 19 townhouses
of Phase 2 with a gross floor area of about 4,500 sg.m. were pending for
sale.

Phase 3, which consists of 84 townhouses with a total gross floor area
of about 20,000 sg.m., was completed in September 2013. During
the year, a total of 12 townhouses with a total gross floor area of about
2,800 sg.m. was sold and contributed a sales revenue of approximately
HK$37.4 million. At the end of December 2014, Phase 3 had 72
townhouses in stock with a gross floor area of about 17,000 sq.m..

The Group will seize the opportunities arising from loosening Home
Purchase Restriction, and sell all the townhouses of Taihu Garden Court
at appropriate prices within 2015 to achieve the maximum revenue.
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Management Discussion and Analysis

Lakeside Garden Court, Shengze Town, Wujiang, Suzhou

Lakeside Garden Court is targeted at first-time homebuyers. The
project is highly appreciated by local buyers due to the Group’s
practice of customer-oriented philosophy, its appealing architectural
design, modernity and practicability of living features in social housing
project where quality management is enhanced and local culture and
characteristics are incorporated. The remarkably high occupancy rate
of the first three phases and the successful pre-sales result of Phase 4
were due not only to the absence of Home Purchase Restriction policy in
Wujiang but also the accurate positioning and appropriate sales strategy
of the project. Phase 4 of the project has been completed during the
year, allowing homebuyers to move-in immediately. This element gives
the project certain competitive edge on its unsold units.

The total site area of Lakeside Garden Court, which is being developed
in four phases, is about 86,200 sq.m. with a total gross floor area of
152,400 sg.m. approximately.

As at 31 December 2014, there were only 4 units in Phase 1 remaining
for sale, with a total gross floor area of about 400 sg.m.. All units of
Phase 2 had been sold out during 2013.

Phase 3 comprises 86 low-density townhouses, with a gross floor area
of around 19,600 sg.m.. During the year, a total of 6 townhouses with a
gross floor area of about 1,300 sg.m. were sold, generating revenue of
approximately HK$16.3 million. 13 townhouses with gross floor area of
about 2,900 sg.m. are remaining for sale. The Group plans to sell them
at an appropriate price.

Phase 4 consists of 6 blocks of high-rise residential buildings of mainly
small apartment units (under 90 sg.m.) with a total gross floor area
of about 55,900 sq.m.. A total of 558 units of Phase 4 with a gross
floor area of about 47,800 sg.m. was sold with a sales revenue of
approximately HK$433.6 million. A total of 96 remaining units of Phase
4 with gross floor area of about 8,100 sg.m. are pending for sale. It is
planned to have them sold out during 2015.

Wuzhong Office Building, Wuzhong District, Suzhou

The project is strategically located in the Yuexi Sub-town centre in
Wuzhong, with an accessible transportation network. The Yuexi Sub-
town centre provides various functions including commercial, financial,
cultural, entertainment, administrative office and residential building.
Currently, the presence of, Suzhou Customs (#x/N}8[8), Management
Committee of Wuzhong Economic and Technological Development Zone
ﬁqj,i&%f&fﬁl%ﬁ?‘ligiﬁ ), Wuzhong City Investment Company (%=
R AF]), Wuzhong Human Resource Market (RFFE[@EAAT
%), Wuzhong Administrative Service Centre (RFEITERIEF L))
and a number of government authorities has been established here to
constitute a more comprehensive administrative office centre. Xijiang
station of Subway Line 4 is adjacent to the project and is expected to
operate in 2017.
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Management Discussion and Analysis
EEENWED

The site area of the building is approximately 14,600 sg.m. and the gross
floor area above ground is around 58,400 sq.m., while the underground
space is around 20,000 sg.m.. The Group will actively negotiate with the
government to optimise the design and function of the project, and strive
to turn the project into the landmark building of the Yuexi Sub-town
centre in Wuzhong.

PROPERTY INVESTMENT

During the year under review, Suzhou Government continued to actively
adjust the economic structure and the economy has a steady development
accordingly.

The Group’s investment properties are located in the prime business district
of Suzhou New District, and are benefited from the ongoing implementation of
development strategy by the Government in Suzhou New District.

1.

SGV Plaza, Suzhou New District

SGV Plaza is located at Shi Shan Road, the most prosperous area in New
District, with a gross floor area of about 11,000 sg.m.. The occupancy
rate as at the end of 2014 was about 94%. Rental income during the
year under review amounted to approximately HK$8.1 million. In addition
to the ongoing optimisation of tenant mix, the Group will also optimize
the space available for operations and increase the operating area so
as to drive the rental revenue. Meanwhile, the Group will conduct plans
to improve the Plaza’s image in order to maintain the level of customer
traffic.

Garden Court Plaza, Suzhou New District

Garden Court Plaza is located not far away from Bin He Road station of
Rail Line 1 with a total gross floor area of about 4,500 sg.m.. During the
year under review, rental income amounted to about HK$3.8 million with
100% occupancy rate at the end of 2014. The industrial plant to the east
of Bin He Road which is opposite to the mall are being transformed into
commercial service project. The clustering effects of shopping centres
will benefit Garden Court Plaza in the long run.

SGV Apartments, Suzhou New District

SGV Apartments enjoys sound reputation from local middle-class
families. As such, the district has gradually transformed from a rental
housing for foreign senior management into a residential housing for locals
who have high income. The price of SGV Apartments gradually rises
along with the continual improvement of the peripheral infrastructure
and completion of the landmark complex of the city. The Group holds
residential investment properties of about 5,500 sg.m. (34 units). During
2014, rental income was approximately HK$2.6 million.

Investment in Beijing Landmark Towers Co., Ltd. (“Beijing Landmark”)
On 8 May 2014, the Group sold Accordcity Limited, which held the

indirect interests in Beijing Landmark, details of which are set out in the
paragraph headed “MAJOR CORPORATE EVENTS” below.
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Management Discussion and Analysis

PROPERTY MANAGEMENT

The Group continued its outsourcing policy. In the process of identifying
and appointing local property management companies, the Group exercised
careful due diligence to ensure these property companies are fully licensed
and qualified. The Group coordinated with government authorities for the
establishment of owner’s association or property management committee in
accordance with local rules and regulations.

STRATEGIC PARTNERSHIPS
Spinnaker Capital Group

Spinnaker Capital Group remains a strategic non-controlling shareholder (which
beneficially owns 39.2% interest) in one of the Group’s subsidiaries — Suzhou
New Heritage GF Limited which is the development entity of Taihu Garden
Court.

Asia Financial Group

The 9.615% interests (together with relevant shareholder’s loans) in LVGEM
(Suzhou) Real Estate Investment Company Limited (formerly known as New
Heritage Development Limited), a subsidiary of the Company, held by Asia
Financial Group (“AFG”) were repurchased by the Group on 8 May 2014. On
7 August 2014, AFG, together with its wholly-owned subsidiary, has exercised
their conversion right in the Company’s convertible notes in the total principal
amount of HK$40 million and a total of 36,363,635 new shares of the Company
was issued, details of which are set out in the paragraph headed “MAJOR
CORPORATE EVENTS” below.

MAJOR CORPORATE EVENTS

On 21 January 2014, China LVGEM Property Holdings Limited (“China
LVGEM") as purchaser and Belbroughton Limited, Mr. TAOCHAIFU Choofuang,
Mr. TAO Richard, Mr. TAO Paul and Tian Xiang Business Limited (together,
the “Vendors”) had entered into a conditional sale and purchase agreement for
the disposal of an aggregate of 858,800,792 shares in the Company (“Shares”)
of HK$0.01 each (the “Disposal Shares”) in the share capital of the Company
by the Vendors to China LVGEM (the “Share Disposal”). The Disposal Shares
represented approximately 64.83% of the then issued share capital of the
Company. Immediately after completion of the Share Disposal on 8 May 2014,
China LVGEM became the controlling shareholder of the Company. The Share
Disposal triggered an obligation on the part of China LVGEM to make mandatory
unconditional general offers for the then issued Shares and other outstanding
securities of the Company under Rule 26 of The Hong Kong Code on Takeovers
and Mergers (other than those already owned by or acquired by China LVGEM
and parties acting in concert with it) (the “Offers”). The Offers were closed on 5
June 2014.
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Management Discussion and Analysis
EEENWED

On 28 February 2014, the Group entered into the following conditional sale and
purchase agreements:

1. The Group as purchaser entered into a conditional sale and purchase
agreement (the “NHDL Acquisition Agreement”) with Onsite Investment
Limited as vendor in respect of the sale and purchase of 15 shares in
the capital of New Heritage Development Limited and the shareholder’s
loan due and owing by New Heritage Development Limited to Onsite
Investment Limited as at the date of the NHDL Acquisition Agreement
at a consideration of HK$72,919,000 in aggregate (apportioned as to
HK$46,459,000 for the sale shares and as to HK$26,460,000 for the
shareholder’s loan).

2. The Group as vendor entered into a conditional sale and purchase
agreement (the “Accordcity Disposal Agreement”) with Highmind Limited
as purchaser in respect of the sale and purchase of the entire issued
share capital of Accordcity Limited (which indirectly holds 30.05%
interest in Beijing Landmark) and the shareholder’s loan due and owing
by Accordcity Limited to the Group at completion of the Accordcity
Disposal Agreement, which was estimated to be HK$76,100,000, at
a consideration of HK$170,252,000 in aggregate (apportioned as to
HK$94,152,000 for the sale shares and as to HK$76,100,000 for
the shareholder’s loan), subject to a dollar-to-dollar adjustment to the
consideration for the shareholder’s loan such that the consideration
for the shareholder’s loan shall be equal to the face value of the actual
shareholder’s loan at the completion date.

3. The Group as vendor entered into a conditional sale and purchase
agreement (the “NHML Disposal Agreement”) with Gavett Limited as
purchaser in respect of the sale and purchase of the entire issued share
capital of New Heritage Management Limited and the shareholder’s loan
due and owing by New Heritage Management Limited to the Group at
completion of the NHML Disposal Agreement, which was estimated to
be HK$9,000,000, at a consideration of HK$23,210,000 in aggregate
(apportioned as to HK$14,210,000 for the sale shares and as to
HK$9,000,000 for the shareholder’s loan), subject to a dollar-to-dollar
adjustment to the consideration for the shareholder’s loan such that the
consideration for the shareholder’s loan shall be equal to the face value
of the actual shareholder’s loan at the completion date.

Each of the NHDL Acquisition Agreement, the Accordcity Disposal Agreement
and the NHML Disposal Agreement was completed on 8 May 2014.

Upon the close of the Offers, there were 249,316,063 shares of the Company,
representing approximately 18.50% of the then total issued share capital of
the Company, held by the public. As a result, the Company could not fulfil
the minimum public float requirement under Rule 8.08(1)(a) of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Accordingly, the Company had
made an application for and the Stock Exchange had granted a waiver from
strict compliance with Rule 8.08(1)(a) of the Listing Rules for the period from 5
June 2014 up to and including 5 September 2014.

China LVGEM had disposed of an aggregate of 47,716,000 shares on the open
market in July and August 2014.

On 1 August 2014, China LVGEM entered into the placing agreement with the
placing agent in relation to the placing of 50,000,000 shares on a best efforts
basis. Pursuant to the placing agreement, the placing agent executed the sale
of 40,000,000 shares on 5 August 2014.
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Management Discussion and Analysis

On 7 August 2014, the Company received notices from Asia Financial
Holdings Limited and Asia Insurance Company, Limited (collectively the “CN
Subscribers”), requesting for the conversion of the 2011 Convertible Notes in
the principal amount of HK$25,000,000 and HK$15,000,000, respectively.
Accordingly, the Company has allotted and issued a total of 36,363,635
conversion shares to the CN Subscribers at the conversion price of HK$1.10
per conversion share on 7 August 2014. Upon the conversion, no 2011
Convertible Notes remained outstanding. On the same date, the Company has
restored the public float to fulfill the minimum public float requirement under
Rule 8.08(1)(a) of the Listing Rules.

The shareholders of the Company have passed a special resolution at the
extraordinary general meeting (“EGM”) of the Company held on 15 August 2014
to change the English name of the Company from “New Heritage Holdings Ltd.”
to “LVGEM (China) Real Estate Investment Company Limited” and to adopt “4%
S(hEDHEREER AT (formerly known as “¥NEIZEAXAR AR as the
dual foreign name of the Company. The Company has obtained the Certificate
of Incorporation on Change of Name from the Registrar of Companies in the
Cayman Islands and the Certificate of Registration of Alteration of Name of
Registered Non-Hong Kong Company from the Registrar of Companies in Hong
Kong on 1 September and 17 September 2014 respectively.

FINANCIAL REVIEW
Revenue

The Group's revenue mainly comprised of revenue from sales of properties
held for sale and leasing of investment properties. The Group’s revenue for the
year ended 31 December 2014 was approximately HK$524.3 million (2013:
HK$212.4 million), representing an increase of approximately 147% when
compared with last year. The increase in the Group’s revenue was mainly due
to the increase in revenue from sales of properties held for sale.

The revenue from sales of properties held for sale included the disposal of 18
low-density townhouses in Taihu Garden Court Phase 1, 2 and 3, 6 low-density
townhouses and 558 residential apartment units in Lakeside Garden Court
Phase 3 and 4 respectively as well as 1 residential apartment units in Suzhou
Garden Towers of approximately HK$54.0 million, approximately HK$16.3
million, approximately HK$433.6 million and approximately HK$5.9 million
respectively. The Group’s total gross floor area of development properties sold
for the year ended 31 December 2014 was approximately 53,300 sq.m. (2013:
16,100 sg.m.).

Revenue from leasing of investment properties for the year ended 31 December
2014 was approximately HK$14.5 million (2013: HK$12.9 million). The revenue
generated from leasing of investment properties in Suzhou Garden Villa and two
retail centres were approximately HK$2.6 million (2013: HK$2.6 million) and
approximately HK$11.9 million (2013: HK$10.3 million) respectively.

Operating Results

For the year ended 31 December 2014, the Group’s gross profit amounted
to approximately HK$108.5 million (2013: HK$31.7 million). The gross profit
margin for the year ended 31 December 2014 was approximately 21% as
compared to approximately 15% last year.
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Management Discussion and Analysis
EEENWED

Administrative expenses increased significantly from approximately HK$39.9
million for the year ended 31 December 2013 to approximately HK$96.9 million
for the year under review. It was primarily attributable to the amounts payable
to directors, employees in Hong Kong and Suzhou, PRC and professional
expenses incurred of approximately HK$39.0 million in total as a result of
the acquisition of controlling shareholdings of the Company by China LVGEM
during the year and the subsequent mandatory general offers made by China
LVGEM for all the securities of the Company, the closing of which took place in
June 2014.

The valuation on the Group’s investment properties as at 31 December 2014
was conducted by an independent property valuer which resulted in a negative
fair value adjustment of approximately HK$9.8 million for the year ended
31 December 2014 (2013: positive fair value adjustment of approximately
HK$11.1 million).

During the year under review, none of the investment properties was sold (2013:
Total consideration of investment properties sold was approximately HK$7.3
million).

During the year under review, gain on disposal of subsidiaries of approximately
HK$39.2 million was resulted from disposal of Accordcity Limited and its
subsidiary and New Heritage Management Limited and its subsidiaries of
approximately HK$27.4 million and HK$11.8 million respectively.

For the year ended 31 December 2014, share of results of associates mainly
represented the profit contributed by Beijing Landmark, an associate of
Accordcity Limited for the period up to the date of disposal of Accordcity
Limited of approximately HK$7.0 million (2013: HK$19.8 million).

For the year ended 31 December 2014, the profit attributable to the owners
of the Company was approximately HK$16.3 million (2013: loss of HK$14.7
million) which represented a basic earnings per share of 1.21 HK cents (2013:
basic loss per share 1.14 HK cents).

Liquidity, Financial Resources and Gearing

Bank balances and cash as at 31 December 2014 amounted to approximately
HK$483.1 million (2013: HK$435.8 million).

The Group had total bank borrowings of approximately HK$23.7 million as at
31 December 2014 (2013: HK$80.5 million). Borrowings classified as current
liabilities were approximately HK$9.1 million (2013: HK$85.2 million) and the
Group’s gearing ratio as at 31 December 2014 was approximately 2% (2013:
8%), which was based on total bank borrowings to total equity.

Current, Total and Net Assets

As at 31 December 2014, the Group had current assets of approximately
HK$1,000.4 million (2013: HK$1,343.0 million) and current liabilities of
approximately HK$136.9 million (2013: HK$655.7 million) which represented
an increase in net current assets from approximately HK$687.3 million as at 31
December 2013 to approximately HK$863.5 million as at 31 December 2014.
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Management Discussion and Analysis

As at 31 December 2014, the Group recorded total assets of approximately
HK$1,313.1 million (2013: HK$1,876.8 million) and total liabilities of
approximately HK$278.7 million (2013: HK$805.9 million), representing a debt
ratio (total liabilities over total assets) of approximately 21% (2013: 43%). Net
assets of the Group were approximately HK$1,034.3 million as at 31 December
2014 (2013: HK$1,070.9 million).

The Group is able to utilise its internal reserves and debt financing to meet the
funding requirements when opportunities for land acquisition arise.

Charge on Assets

As at 31 December 2014, bank loans of approximately HK$21.1 million were
secured by investment properties of the Group of approximately HK$160.5
million.

As at 31 December 2013, bank loans of approximately HK$57.0 million were
secured by certain land and buildings and investment properties of the Group
of approximately HK$37.5 million and HK$167.7 million respectively.

Contingent Liabilities

The Directors considered that there were no material contingent liabilities as at
31 December 2014.

Exposure to Fluctuations in Exchange Rates and Related Hedges

The Group’s monetary assets, loans and transactions are principally
denominated in Renminbi, Hong Kong dollars and United States dollars. During
the year under review, there was no significant fluctuation in the exchange rates
of these three currencies apart from the depreciation of currency of Renminbi
against United States dollars and Hong Kong dollars. The Group did not engage
in any derivative activities and did not commit to any financial instruments
to hedge its statement of financial position exposure for the years ended 31
December 2014 and 2013.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

Employees

As at 31 December 2014, the Group had a staff roster of 69 (2013: 99), of
which 53 (2013: 72) employees were based in the mainland China and 16
(2013: 27) employees in Hong Kong SAR. The remuneration of employees
was in line with the market trends and commensurate to the levels of pay in
the industry. Remuneration of the Group’s employees includes basic salaries,
bonuses and long-term incentives such as the granting of share options within
an approved scheme.
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Corporate Social Responsibility
TrELSEE

Environmental Responsibility

In late 2014, the Wuzhong Office Building Project has entered into the planning
and design stage. The project design aims at the development of human,
architecture and natural environment altogether in harmony and creating a
positive and healthy eco-complex that can manage to control and reduce, as far
as possible, the use of and damage to the nature and environment. As such,
the cost forecast is underway by the Group at the project planning and design
stage. We are planning how to save resources such as energy, land, water
and raw material as much as possible, protect the environment and reduce
contamination in accordance with the requirements of environmental building
standard and at acceptable costs, and provide structures which are healthy,
highly efficient for use and remain harmony with the nature.

Employer’s Responsibility

Life quality is the good balance Hong Kong based employees of the Group strive
for between work, health and social activity and adopting a five-day work week
since 2008 has effectively supported it.

The Group continues to provide a comprehensive medical insurance plan for its
Hong Kong staff.

The staff's provident fund scheme in Hong Kong has also been exceeding
minimum statutory requirements for the MPF Scheme as the Group voluntarily
contributes extra funding to this effect (representing five percent of fixed salary
currently).

Corporate Governance

During the year under review, the Company sought advice from an external
professional consultant in relation to the effectiveness of certain of the Group’s
system of internal controls. Relevant applicable recommendations made by the
consultant in the previous year have already been implemented in stages by the
Group to further enhance its internal control policies, procedures and practices.

A code of conduct is outlined in the Company’s staff handbook under the
section entitled “Rules, Ethics & Discipline”.

The principal corporate governance practices adopted by the Company is set
out on pages 27 to 38 of this report.
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Biographical Details of Directors and Senior Management

Executive Directors

Miss HUANG Jingshu, aged 27, is an Executive Director and Chairman of the
Company. She had studied at the University of Exeter from 2007 and obtained
a Master of Science degree in Accounting and Finance from the University
of Exeter in 2011. Miss HUANG has been employed by Shenzhen Lvgem
Management Group Co., Ltd.* (RIS EEELEEBBRAR]) since
2010 and holds the position of Vice Director of the Investment Management
Department’ (1% & BRI 484732) where she is responsible for corporate
development and planning matters. Miss HUANG was employed by the
Guangzhou branch of Deloitte Touche Tohmatsu from 2012 to 2013 and had
worked in the Corporate Risk Management Division* ({2 & 12 AR ED).
Miss HUANG was appointed as an executive director and Chairman of the
Company on 15 May 2014 and 5 June 2014 respectively. Miss HUANG is the
daughter of Mr. WONG Hong King, the controlling shareholder of the Company.

Mr. YIM Chun Leung, aged 53, is an Executive Director and Chief Executive
Officer of the Company. Mr. YIM is a fellow member of The Chartered
Association of Certified Accountants, a certified public accountant of the Hong
Kong Institute of Certified Public Accountants and a member of the Institute of
Chartered Accountants in England and Wales. Mr. YIM also holds a master’s
degree in Business Administration. Mr. YIM has more than 30 years’ experience
in auditing, accounting and finance fields. Mr. YIM had worked for several
listed companies as director or engaged in senior management position. On 31
May 2014, Mr. YIM was appointed as an independent non-executive director of
China New City Commercial Development Limited which is listed on the Stock
Exchange (HKSE Stock Code: 1321). Mr. YIM was appointed as an executive
director and chief executive officer of the Company on 23 December 2004 and
7 July 2014 respectively.

Mr. YE Xingan, aged 51, is an Executive Director of the Company. He had
studied a MBA certificate course at the School of Business Administration of
University of International Business and Economics ($14MEEE HAETRg
EIRERT) from 2000 to 2001. Mr. YE has years of working experience in the
real estate industry and has been employed by Shenzhen Lvgem Management
Group Co., Ltd* CRYIMAEREEEEEEHBR QA since 2007, where he
currently holds the positions of Executive Vice President* (F#58I42%L) and
Chief Operation Officer’ (B f&@% &) and is in charge of the overall operation
of the company. Mr. YE was appointed as an executive director of the Company
on 15 May 2014.

Mr. CHEN Tieshen, aged 52, is an Executive Director of the Company. He
obtained a Master of Business Administration degree from the China Europe
International Business School in 2007. Mr. CHEN has years of experience in
commercial real estate development and has been employed by Shenzhen
Lvgem Management Group Co., Ltd." (R4S EEREBGREAR)
since 2008, where he currently holds the position of Vice President® (2l|42%)
and is in charge of commercial real estate development and management of the
company. Mr. CHEN was appointed as an executive director of the Company
on 15 May 2014.

#  For identification purposes only (E#tt 5
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Biographical Details of Directors and Senior Management

EENEREEAEBZBE

Ms. DENG Chengying, aged 54, is an Executive Director of the Company. She
obtained a specialty graduation certificate in industrial accounting in 1986
and also studied a MBA specialty course at the Research Institute of Tsinghua
University in Shenzhen (RYIIEZEAREZEFLPT) in 2002. Ms. DENG has years
of experience in financial management for property development corporations.
She joined Shenzhen Lvgem Management Group Co., Ltd.* &Y 4k s %¥E
LB AR AR]) in 2007 and currently holds the position of Audit Director” (2§
=HAEEE), where she is responsible for the overall audit, tax planning, risk control
and compliance matters. Ms. DENG was appointed as an executive director of
the Company on 15 May 2014.

Independent Non-Executive Directors

Mr. ZHU Jiu Sheng, aged 45, is an Independent Non-Executive Director of
the Company. He obtained a Master of Economics degree from Zhongnan
University of Economics® (R EaRI 48 A22) in 1993 and a Doctor of Economics
degree from Zhongnan University of Economics and Law (FF B 4&SBUA KR
) in 2003. Mr. ZHU had held various positions from 1993 to 2012 in the
Shenzhen Branch of China Construction Bank, the shares of which are listed
on the Stock Exchange and the Shanghai Stock Exchange, and the last position
he held was Vice President of the Shenzhen Branch® (&It H7TEI77EK).
Mr. ZHU is a director of Shenzhen Kondarl (Group) Co., Ltd. CRYITHEER
(E£E) P AMRAR]), a company listed on the Shenzhen Stock Exchange.
Mr. ZHU currently holds the position of Group Senior Vice President of China
Vanke Co.,Ltd, a company listed on the Shenzhen Stock Exchange. Mr. ZHU
was appointed as a non-executive director of Huishang Bank Corporation
Limited, a company listed on the Stock Exchange, on 30 June 2014. Mr. ZHU
was appointed as an independent non-executive director of the Company on 15
May 2014.

Mr. WANG Jing, aged 47, is an Independent Non-Executive Director of the
Company. He obtained a Master of Business Administration degree from the
University of International Business and Economics (¥f9MEEE 5 AE) in
1997. Mr. WANG is currently an independent director of Better-Life Commercial
Chain Share Co., Ltd. (FF R sEEERHBR AR, a company listed on the
Shenzhen Stock Exchange and the Chairman of the board of directors of Land
Vision (Shanghai) Investment Management Co., Ltd.. Mr. WANG was appointed
as an independent non-executive director of the Company on 15 May 2014.

Ms. HU Gin Ing, aged 56, is an Independent Non-Executive Director of the
Company. She obtained a Master of Business Administration degree from
Florida International University in 1990, a Master of Science degree from
Barry University in 1988 and a Bachelor of Arts degree from the National
Taiwan University in 1981. Ms. HU currently holds the position of Corp. CFO,
Global Finance, of Acer Incorporated, a company listed on the Taiwan Stock
Exchange. Ms. HU is an independent non-executive director of Carnival Group
International Holdings Limited, Enterprise Development Holdings Limited and
United Pacific Industries Limited, all of which are companies listed on the Stock
Exchange. Ms. HU is also an independent director of Arich Enterprise Co. Ltd.,
the shares of which are listed on the GreTai Securities Market in Taiwan. Ms.
HU was resigned as a non-executive director of SMI Culture Group Holdings
Limited on 31 October 2014. She was an independent director of GigaMedia
Limited from July 2003 to October 2013, the shares of which are listed on the
NASDAQ Stock Exchange and an independent director of Evendata Holding
Company Limited, a company which was previously listed on the Taiwan
Stock Exchange, from April 2011 to May 2013. Ms. HU was appointed as an
independent non-executive director of the Company on 15 May 2014.

* For identification purposes only —{E#tz5)
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The Directors have pleasure in presenting their report together with the audited
financial statements for the year ended 31 December 2014.

Change of Company Name

Pursuant to a special resolution passed at an extraordinary general meeting
held on 15 August 2014, the English name of the Company was changed
from “New Heritage Holdings Ltd.” to “LVGEM (China) Real Estate Investment

Company Limited” and “#% & (R B HEREGRAF)" (formerly known as “¥7
SRR B BR A R)”) was adopted as the dual foreign name of the Company.

Principal Activities

The Group is principally engaged in property development and property
investment businesses in the PRC.

Results and Dividend
The results of the Group for the year ended 31 December 2014 and the state of
affairs of the Group at that date are set out in the financial statements on pages

41 to 120.

The Board do not recommend the payment of any final dividend for the year
ended 31 December 2014.

Convertible Notes and Share Capital

Details of the movements in the Company’s convertible notes and share capital
during the year are set out in notes 28 and 30 to the financial statements
respectively.

On 7 August 2014, the Company allotted and issued an aggregate of
36,363,635 shares to the holders of the 2011 Convertible Notes at a conversion

price of HK$1.10 per share. Upon such conversion, no 2011 Convertible Notes
remained outstanding.

Reserves

Details of the movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity.

Distributable Reserves

At 31 December 2014, the Company’s reserves available for distribution
amounted to approximately HK$106.4 million (2013: HK$8.8 million).

Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the Group are
set out in note 15 to the financial statements.

Principal Properties

Details of the principal properties for investment purposes and under
development are set out on pages 122 to 124.
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Directors’ Report
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Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s articles of
association or the laws of Cayman Islands, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

Financial Summary

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 121.

Purchase, Sale or Redemption of the Company’s Listed
Securities

The Company has not redeemed any of its shares during the year. Other than
the issue of 23,270,000 shares and 36,363,635 shares by the Company
pursuant to the exercise of share options and conversion of the remaining part
of the convertible notes of the Company in the aggregate principal amount of
HK$40,000,000 during the year respectively, neither the Company nor any of
its subsidiaries has purchased or sold any of the Company’s shares during the
year.

Directors
The directors of the Company during the year were as follows:
Executive Directors

Miss HUANG Jingshu (Chairman)
(appointed as director on 15 May 2014 and as Chairman on 5 June 2014)

Mr. YIM Chun Leung (Chief Executive Officer)
(appointed as Chief Executive Officer on 7 July 2014)
Mr. YE Xingan (appointed on 15 May 2014)
Mr. CHEN Tieshen (appointed on 15 May 2014)
Ms. DENG Chengying (appointed on 15 May 2014)
Mr. TAOCHAIFU Choofuang (Chairman) (resigned on 5 June 2014)
Mr. TAO Richard (Vice Chairman) (resigned on 5 June 2014)
Mr. TAO Paul (Managing Director) (resigned on 5 June 2014)
Mr. KONG Mui Sum Lawrence (resigned on 5 June 2014)

Non-Executive Director
Mr. CHAN Bernard Charnwut (resigned on 5 June 2014)
Independent Non-Executive Directors

Mr. ZHU Jiu Sheng (appointed on 15 May 2014)

Mr. WANG Jing (appointed on 15 May 2014)

Ms. HU Gin Ing (appointed on 15 May 2014)

Mr. WONG Gary Ka Wai (resigned on 5 June 2014)
Mr. SUN Leland Li Hsun (resigned on 5 June 2014)
Mr. CHAN Norman Enrique (resigned on 5 June 2014)

In accordance with the Company’s articles of association, Mr. YIM Chun
Leung, Mr. YE Xingan and Ms. DENG Chengying will retire by rotation at the
forthcoming annual general meeting and, being eligible, will offer themselves
for re-election.
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The Company has received from each independent non-executive director an
annual confirmation of his/her independence pursuant to the Rules Governing
the Listing of Securities on the Stock Exchange and the Company considers
such Directors were independent.

Biographical Details of Directors and Senior Management

Biographical details of the Directors and Senior Management are set out on
pages 15 to 16.

Directors’ Service Agreements

On 15 August 2014, each of Mr. YIM Chun Leung (“Mr. YIM”), Miss HUANG
Jingshu, Mr. YE Xingan, Mr. CHEN Tieshen and Ms. DENG Chengying entered
into a new service agreement (the “New Service Agreement”) with the Company
for a term of two years commencing from 6 June 2014 (in respect of Mr. YIM)
and 15 May 2014 (in respect of the other executive Directors) respectively
and is subject to termination by the executive Director or the Company in the
manner as set out in the New Service Agreements.

The New Service Agreement between the Company and Mr. YIM (“Mr. Yim’'s
New Service Agreement”) contains express terms which provide that, in order
to entitle the Company to terminate Mr. Yim’'s New Service Agreement, the
Company may be required to pay compensation or make other payments
equivalent to more than one year's emoluments of Mr. YIM. Pursuant to
Rule 13.68 of the Listing Rules, the relevant independent shareholders of
the Company passed an ordinary resolution to approve the entering into of
Mr. Yim’'s New Service Agreement at the EGM of the Company on 15 August
2014. Please refer to the circular of the Company dated 23 July 2014 and the
announcement of the Company dated 15 August 2014 for details.

On 15 August 2014, each of Mr. ZHU Jiu Sheng, Mr. WANG Jing and Ms. HU
Gin Ing entered into a letter of appointment with the Company for a term of two
years commencing from 15 May 2014; and such letters of appointment may be
terminated by either party by giving one month’s written notice.

Save as disclosed above, none of the directors of the Company proposed for re-
election at the forthcoming annual general meeting have a contract of service
with the Company or any of its subsidiaries not determinable by the employing
company within one year without payment of compensation (except for statutory
compensation).

Directors’ Interests in Contracts

Save for those contracts set out in the section headed “Connected
Transactions” in this report and in note 39 to the financial statements, none
of the Directors and controlling shareholders of the Company had a material
beneficial interest, either direct or indirect, in any contract of significance to the
business of the Group to which the Company or any of its subsidiaries was a
party during the year.
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Directors’ and Chief Executives’ Interests in the Shares and
Underlying Shares of the Company

As at 31 December 2014, none of the Directors and 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 as recorded
in the register required to be kept by the Company pursuant to section 352
of the Securities and Futures Ordinance (the “SFQ”), or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers of the Listing Rules:

Long position in underlying shares — share options

Under the share option scheme of the Company, share option may be granted
to certain participants including the Directors and employees of the Company
and its subsidiaries to subscribe for the shares of the Company. Details of share
options granted to the Directors are as follows:

EERITETHRAERAQANRG KA
B0 R R AV

REZ-—MFE+-A=+—H BARRRBEEFLPE
GBI(T B M BB R ) FE3526MEFNERLMATR - A
RABEEREBRTRABMER AR A HEATREXE
2Rty ~ BB SRESPEA T AEESAR - JRIE
EHRAMSRERETESRRFHRETRIAAEM T
AN E N2 AR

HERDZHR - BRE
REBARF BRETE BEEARTET2EA(RRE

BEERARBRAMBRARZEE)ARBERRR ZKG
RTESZBREFBOT

Number of share options

BREHE
Balance at Granted Exercised Balance at Exercise
1 January during turing 31 December price per
Name of Director Date of grant Exercisable period 2014 the year the year 2014 share
dd/mm/yyyy dd/mm/yyyy HK$
R-B-OF R-B-IF
—-R—AH +=A=+-H

EEEB R AE Gigidil ki REREH RERTE 2 BRITEE
B/B/% B/B/% BT
Mr. TAOCHAIFU Choofuang (Note i) 04/09/2012 04/09/2012 - 1,000,000 - 1,000,000 - 0.235
WAL () 03/09/2017 (Note i)
(Hztii)
Mr. TAO Richard (Note i) 04/09/2012 04/09/2012 - 1,000,000 - 1,000,000 - 0.235
BZRAT S (HfaH) 03/09/2017 (Note i)
(Hztii)
Mr. TAO Paul (Note i) 04/09/2012 04/09/2012 - 1,000,000 - 1,000,000 - 0.235
PSR () 03/09/2017 (Note i)
(Hiztii)
Mr. KONG Mui Sum Lawrence (Note i) 04/09/2012 04/09/2012 - 4,000,000 - 4,000,000 - 0.235
IR E ) 03/09/2017 (Note i)
(Hizti)
Mr. YIM Chun Leung 04/09/2012 04/09/2012 - 9,000,000 - 9,000,000 - 0.235
BikmEE 03/09/2017 (Note i)
(Hizti)

Notes: Ha -

i. Mr. TAOCHAIFU Choofuang, Mr. TAO Richard, Mr. TAO Paul and Mr. KONG Mui
Sum Lawrence resigned as executive Directors on 5 June 2014.

ii. Please refer to 2012 Annual Report for the details of the fair value of the Options
granted in 2012.

EmEE BRWEE BHEEERIHRREER
“E-OENARABHEMTES -

i REoT——FRENBRENAABEFEF2HN T —=F
FiR -
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Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company

So far as is known to the Company, as at 31 December 2014, shareholders
(other than Directors or chief executives of the Company) who had interests or
short positions in the shares or underlying shares of the Company which would
fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO were as follows:

Directors’ Report

EEEWE

FERRRAQANRG REERS %
AR

RIZB—FE+-A=+—H  BtARQFMAM - BRER
AEERTETRABRINRARAMBN KA R D
HEAREES REEROIEXVEBE2RIN B MG A AR
A EOR R RIRIERE 5 M ERIIFE3B6HATHFEDN
BRCMATR - FEIT

Long position in shares B3 ZiF =
Approximate
Number percentage of
of Shares/ the issued
Long position/ underlying Aggregate share capital
Name of Shareholder Short position Capacity Shares held Interests of the Company Notes
EEDT
Frisme, BRITREZ
BREREE Ba/ KR =27) HEROHHE HEEaE BOES T itz
China LVGEM Long Position Beneficial owner 1,010,844,583 1,010,844,583 73.03% 1
Bl R e ERHEAA
Go Great International Limited Long Position Interests of controlled corporation ~ 1,010,844,5683  1,010,844,583 73.03% 1
(“Go Great") e ZrE RS
Mr. WONG Hong King ("Mr. WONG") Long Position Interests of controlled corporation ~ 1,010,844,583  1,010,844,583 73.03% I
BEREEE(ERE)) e ZrE RS
Note: M -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to
100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 1,010,844,583 Shares held by China LVGEM.

Share Options

Details of the Company’s share option scheme and the movements in the share
options are set out in note 34 to the financial statements.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this report, no rights to acquire benefits by
means of the acquisition of Shares in or debentures of the Company were
granted to any Director or their respective spouse or children under 18 years of
age, or were any such rights exercised by them; or was the Company and any
of its subsidiaries a party to any arrangement to enable the Directors, or their
respective spouse or children under 18 years of age, to acquire such rights in
any other body corporate for the year ended 31 December 2014.

1. Go Greatf A BIAk 5 100% 2 iz (TRANE L A A P EIAR
R100% 2 #Ex) ° ALt - Go Great M & B ARG Mg BlAR
SPTRA 2 %%1,010,844, 583 I fh A o

B

BRARAZ BRETE BN EE BB RN M SR
K34 -

EEEY
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Major Suppliers and Customers

The percentages of purchases and sales for the year attributable to the Group’s
major suppliers and customers are as follows:

Purchases

— the largest supplier 38%
— five largest suppliers combined 64%
Sales

— the largest customer 1%
— five largest customers combined 4%

None of the directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the directors, own more than
5% of the Company’s issued share capital) had any beneficial interest in the
Group's five largest suppliers and its five largest customers.

Connected Transactions

The Group had the following connected transactions, certain details of which
were disclosed in compliance with the requirements of the Listing Rules.

HK$75 million 6% Convertible Notes Subscription Agreement

On 5 July 2011, the Company entered into a subscription agreement with Asia
Financial Holdings Limited (“AFHL”) and Asia Insurance Company, Limited
(“AICL", together with AFHL, the “CN Subscribers”) (AICL is a subsidiary of
AFHL which is controlled by the associates of Mr. CHAN Bernard Charnwut,
the former non-executive Director of the Company who resigned on 5 June
2014) whereby the Company agreed to issue and AFHL and AICL agreed to
subscribe the HK$50 million and HK$25 million 6% convertible note (“2011
Convertible Notes”) with maturity date falling 36 months from the date of issue
of the 2011 Convertible Notes respectively. Pursuant to the term of the 2011
Convertible Notes, the holder of the 2011 Convertible Notes can convert the
2011 Convertible Notes at the conversion price of HK$1.10 per share. The
principal amount of HK$35 million (HK$25 million for AFHL and HK$10 million
for AICL) of the 2011 Convertible Notes shall be compulsorily converted at the
conversion price of HK$1.10 within seven business days if the closing price per
share is HK$1.10 or higher for ten consecutive trading days during the period
from the issue day of the 2011 Convertible Notes up to five business days
prior to the maturity date (“Compulsory Conversion Clause”). This transaction
was approved by the shareholders at the extraordinary general meeting of the
Company on 16 September 2011. The 2011 Convertible Notes were issued on
30 September 2011. The subscription price of the 2011 Convertible Notes has
been applied by the Company to set off part of the amount for redemption of
the HK$75 million 5% convertible notes issued by the Company on 15 October
2007.

The Compulsory Conversion Clause was triggered on 18 December 2013
and the Company has duly allotted and issued an aggregate of 31,818,181
conversion shares to the CN Subscribers on 20 December 2013.

On 7 August 2014, the Company received notice from AFHL and AICL,
requesting for the conversion of the 2011 Convertible Notes in the principal
amount of HK$25,000,000 and HK$15,000,000, respectively. Accordingly, the
Company has allotted and issued a total of 36,363,635 conversion shares to
the CN Subscribers at the conversion price of HK$1.10 per conversion share
on 7 August 2014. Upon the conversion, no 2011 Convertible Notes remained
outstanding.
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Connected Transactions (Contd)
NHDL Acquisition Agreement

On 28 February 2014, the Group as purchaser entered into a conditional sale
and purchase agreement (the “NHDL Acquisition Agreement”) with Onsite
Investment Limited as vendor in respect of the sale and purchase of 15 shares
in the capital of New Heritage Development Limited and the shareholder’s loan
due and owing by New Heritage Development Limited to Onsite Investment
Limited as at the date of the NHDL Acquisition Agreement at a consideration
of HK$72,919,000 in aggregate (apportioned as to HK$46,459,000 for
the sale shares and as to HK$26,460,000 for the shareholder’s loan). The
NHDL Acquisition Agreement has been completed on 8 May 2014. Further
details of the NHDL Acquisition Agreement are disclosed in the circular
and announcement of the Company dated 14 April 2014 and 8 May 2014,
respectively.

Onsite Investment Limited was beneficially owned as to 70% by AFHL and 30%
by Ultra Plan Ltd.. Both AFHL and Ultra Plan Ltd. were deemed to be controlled
by the associates of Mr. CHAN Bernard Charnwut, the then non-executive
Director who resigned on 5 June 2014 and an executive director of AFHL.
Accordingly, Onsite Investment Limited was controlled by the associates of Mr.
CHAN Bernard Charnwut and thus was a connected person of the Company
under the Listing Rules.

Accordcity Disposal Agreement

On 28 February 2014, the Group as vendor entered into a conditional sale and
purchase agreement (the “Accordcity Disposal Agreement”) with Highmind
Limited as purchaser in respect of the sale and purchase of the entire issued
share capital of Accordcity Limited and the shareholder’s loan due and owing
by Accordcity Limited to the Group which at completion of the Accordcity
Disposal Agreement, amounted to HK$76,100,000, at a consideration of
HK$170,252,000 in aggregate (apportioned as to HK$94,152,000 for the sale
shares and as to HK$76,100,000 for the shareholder’s loan). The Accordcity
Disposal Agreement has been completed on 8 May 2014. Further details of the
Accordcity Disposal Agreement are disclosed in the circular and announcement
of the Company dated 14 April 2014 and 8 May 2014, respectively.

Highmind Limited was wholly and beneficially owned by Gavett Limited, which
in turn was wholly and beneficially owned by Mr. TAOCHAIFU Choofuang, Mr.
TAO Richard, Mr. TAO Paul and their respective associates. Mr. TAOCHAIFU
Choofuang, Mr. TAO Richard and Mr. TAO Paul were also the directors of
Highmind Limited. Also each of Mr. TAOCHAIFU Choofuang, Mr. TAO Richard
and Mr. TAO Paul was the then executive Director who resigned on 5 June
2014.
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EEERE
Connected Transactions (Contd)

NHML Disposal Agreement

On 28 February 2014, the Group as vendor entered into a conditional sale and
purchase agreement (the “NHML Disposal Agreement”) with Gavett Limited as
purchaser in respect of the sale and purchase of the entire issued share capital of
New Heritage Management Limited and the shareholder’s loan due and owing
by New Heritage Management Limited to the Group which at completion of the
NHML Disposal Agreement, amounted to HK$9,000,000, at a consideration
of HK$23,210,000 in aggregate (apportioned as to HK$14,210,000 for the
sale shares and as to HK$9,000,000 for the shareholder’s loan). The NHML
Disposal Agreement has been completed on 8 May 2014. Further details of the
NHML Disposal Agreement are disclosed in the circular and announcement of
the Company dated 14 April 2014 and 8 May 2014, respectively.

Gavett Limited was wholly and beneficially owned by Mr. TAOCHAIFU
Choofuang, Mr. TAO Richard, Mr. TAO Paul and their respective associates.
Mr. TAOCHAIFU Choofuang, Mr. TAO Richard and Mr. TAO Paul were also the
directors of Gavett Limited. Also each of Mr. TAOCHAIFU Choofuang, Mr. TAO
Richard and Mr. TAO Paul was the then executive Director who resigned on 5
June 2014.

Related Party Transactions

The Group entered into certain transactions with parties regarded as “Related
Parties” under applicable accounting principles. These mainly relate to
contracts entered into by the Group in the ordinary course of business, which
contracts were negotiated on normal commercial terms and on an arm’s length
basis.

The related party transactions as described in note 39 to the financial
statements constitute continuing connected transactions of the Company
exempt from the reporting, announcement and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.
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Directors’ Interest in Competing Business

During the year, save as disclosed below, none of the Directors had any interest
in the businesses which compete or are likely to compete, either directly or
indirectly, with the businesses of the Group that were required to be disclosed
pursuant to Rule 8.10(2) of the Listing Rules:

Family members of Mr. TAOCHAIFU Choofuang, the former Chairman of the
Company who resigned on 5 June 2014, including Mr. TAO Richard, the former
Vice Chairman who resigned on 5 June 2014, beneficially owned two villas in
Suzhou of a total gross floor area of approximately 770.76 sq.m. developed
by a subsidiary of the Company which might constitute a competing business
to the Group. Mr. TAOCHAIFU Choofuang and his spouse, Mrs. TAO POON
Lai Yew Nancy executed a non-competition deed on 16 November 2005 (the
“Deed”). Mr. and Mrs. TAOCHAIFU Choofuang have also provided an annual
confirmation to the Company confirming their compliance with the non-
competition undertaking as specified in the Deed.

Corporate Governance

A report on the principal corporate governance practices adopted by the
Company is set out on pages 27 to 38 of this report.

Sufficiency of Public Float

Following the close of the mandatory unconditional offers on 5 June 2014,
the public float of the Company fell under 25% and the minimum public float
requirement under Rule 8.08(1)(a) of the Listing Rules was not satisfied. The
Company had made an application for and the Stock Exchange had granted a
waiver from strict compliance with the aforesaid rule for a period from 5 June
2014 up to and including 5 September 2014. In order to assist the Company
to restore its public float, China LVGEM, the controlling shareholder of the
Company, had disposed of Shares on the open market in July and August
2014. Subsequently on 7 August 2014, immediately after the allotment and
issue of a total of 36,363,635 conversion shares to the CN Subscribers for the
conversion of the 2011 Convertible Notes in the aggregate principal amount
of HK$40,000,000, China LVGEM was interested in 1,013,144,583 Shares,
and 371,095,698 Shares (representing approximately 26.81% of the enlarged
issued share capital of the Company) were held in the hands of the public.
Accordingly, the Company has restored the public float to fulfill the minimum
public float requirement under Rule 8.08(1) of the Listing Rules on 7 August
2014.

Save as disclosed above, based on information that is publicly available to
the Company and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public during the year
ended 31 December 2014 and up to the date of this report.

Events After the Reporting Period

There were no significant events that have occurred subsequent to the end of
the reporting period of the Company and up to the date of this report.
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EESRE
Auditor

The consolidated financial statements for the year ended 31 December 2014
have been audited by Deloitte Touche Tohmatsu (“Deloitte”) who will retire
and being eligible, offer themselves for appointment at the forthcoming annual
general meeting of the Company. A resolution for the re-appointment of Deloitte
as the auditor of the Company is to be proposed at the forthcoming annual
general meeting.

During the year, Deloitte have been appointed as the auditor of the Company
with effect from 1 December 2014 to fill the casual vacancy following the
resignation of BDO Limited (“BDO”) which took effect from 21 November
2014. The consolidated financial statements for the years ended 31 December
2011, 2012 and 2013 were audited by BDO. BDO has confirmed in its letter of
resignation dated 21 November 2014 that there are no matters connected with
its resignation that need to be brought to the attention of the shareholders. Save
for the above, there has been no other change in the auditor of the Company in
any of the preceding three years.

On behalf of the Board

HUANG Jingshu
Chairman

Hong Kong, 17 March 2015
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The Company is committed to the establishment of good corporate practices
and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all shareholders
of the Company.

Corporate Governance Practices

Throughout the year ended 31 December 2014, save as disclosed below,
the Group complied with all the code provisions as set out in the Corporate
Governance Code (the “Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Under Code Provision A.6.7
of the Code, independent non-executive directors and other non-executive
directors shall attend general meetings and develop a balanced understanding
of the views of shareholders. During the year, the former non-executive Director
did not attend the annual general meeting and the extraordinary general
meeting of the Company both held on 5 May 2014, and the three independent
non-executive Directors did not attend the extraordinary general meeting of the
Company held on 15 August 2014. The reason for the deviation is explained in
the paragraph headed “Communication with Shareholders” below.

The Board will continue to monitor and review the Group’s corporate
governance practices to ensure compliance with the Code.

Board of Directors
Board Composition

The Board comprises five executive directors and three independent non-
executive directors. All five executive directors are members of the executive
committee of the Company responsible for dealing with the business of the
Company in accordance with all applicable rules and regulations, including
but not limited to, the Listing Rules. All Directors (including independent non-
executive directors) have been consulted on all major and material matters of
the Company.

The Board members for the year ended 31 December 2014 were:
Executive Directors

Miss HUANG Jingshu (Chairman) (appointed as Director on 15 May 2014 and
as Chairman on 5 June 2014)

Mr. YIM Chun Leung (Chief Executive Officer)
(appointed as Chief Executive Officer on 7 July 2014)

Mr. YE Xingan (appointed on 15 May 2014)

Mr. CHEN Tieshen (appointed on 15 May 2014)

Ms. DENG Chengying (appointed on 15 May 2014)

Mr. TAOCHAIFU Choofuang (Chairman) (resigned on 5 June 2014)

Mr. TAO Richard (Vice Chairman) (resigned on 5 June 2014)

Mr. TAO Paul (Managing Director) (resigned on 5 June 2014)

Mr. KONG Mui Sum Lawrence (resigned on 5 June 2014)
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Board of Directors (Contd)

Board Composition (Cont’d)

Non-Executive Director

Mr. CHAN Bernard Charnwut (resigned on 5 June 2014)
Independent Non-Executive Directors

Mr. ZHU Jiu Sheng (appointed on 15 May 2014)

Mr. WANG Jing (appointed on 15 May 2014)

Ms. HU Gin Ing (appointed on 15 May 2014)

Mr. WONG Gary Ka Wai (resigned on 5 June 2014)
Mr. SUN Leland Li Hsun (resigned on 5 June 2014)
Mr. CHAN Norman Enrique (resigned on 5 June 2014)

Further details of the current Directors are set out on pages 15 to 16 under the
section headed “Biographical Details of Directors and Senior Management” of
this report.

The number of independent non-executive directors meets the requirements
under the Listing Rules and Mr. ZHU Jiu Sheng has the appropriate accounting
professional qualification.

The positions of the Chairman and the Chief Executive Officer are held
separately by two executive directors to ensure their respective independence,
accountability and responsibility. The Chairman is responsible for determining
overall business strategies of the Group. The duty of the Chairman is to work
closely with audit, nomination and remuneration committee of the Company
and to ensure that all key and appropriate issues are discussed by the Board
in a timely and constructive manner. The Chief Executive Officer is responsible
to work closely with the executive committee of the Company to ensure
management strategies, plans and performance of the Group are appropriately
carried out in accordance with to the Board’s decision and to provide guidance
to the Board on major issues.

The Board is responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial matters.
Major corporate matters that are specially delegated by the Board to the
management include the preparation of annual and interim accounts for Board
approval before public reporting, execution of business strategies and initiatives
adopted by the Board, implementation of adequate systems of internal controls
and risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.
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Board of Directors (Contd)
Board Composition (Cont'd)

Each of the independent non-executive directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules.
The Company is of the view that all independent non-executive directors
meet the independence guidelines set out in Rule 3.13 of the Listing Rules
and are independent in accordance with the terms of the guidelines. All the
independent non-executive directors have contracts with the Company for a
period of two years commencing from 15 May 2014 which may be terminated
by either party by giving one month’s written notice and subject to retirement
by rotation at least once every three years in accordance with the articles of
association of the Company.

Attendance Record at Board Meetings
For the year ended 31 December 2014, eleven full Board meetings were held,
four of which were the regular ones held at approximately quarterly intervals, to

review the business of the Group and approve the financial results of the Group.

The attendance of individual members at the meetings of the Board are set out
as follows:
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Meetings attended/Number of Meeting held
HESERE BTEEAE

Executive Director HITEE
Miss HUANG Jingshu (Chairman) (note i)

Mr. YIM Chun Leung (Chief Executive Officer) (note i)

Mr. YE Xingan (note iii) BE L5 A (K atiii)
Mr. CHEN Tieshen (note iii) BoR 881 B 5 A (M i)
Ms. DENG Chengying (note iii) B Az (a2
Mr. TAOCHAIFU Choofuang (note iv) PRE RS (M ativ)
Mr. TAO Richard (note iv) PR AT S (B ativ)
Mr. TAO Paul (note iv) PEH R S A (i ativ)

Mr. KONG Mui Sum Lawrence (note iv) SRR (Hativ)

Non-Executive Director HHITEE

Mr. CHAN Bernard Charnwut (note iv) PR B (M ativ)
Independent Non-Executive Director BUFHITEE
Mr. ZHU Jiu Sheng (note iii) RIVBE ST (B a2iii)
Mr. WANG Jing (note iii) FRRE A (H i)
Ms. HU Gin Ing (note i) EARE I A (W aii)
Mr. WONG Gary Ka Wai (note iv) EFRELRA (K Fiv)
Mr. SUN Leland Li Hsun (note iv) R B (fTativ)
Mr. CHAN Norman Enrique (note iv) BR&EST ST (Bt aziv)

Notes:
(i) Appointed as Director on 15 May 2014 and as Chairman on 5 June 2014.
(i) Appointed as Chief Executive Officer on 7 July 2014.

(iii) Appointed on 15 May 2014.
(iv) Resigned on 5 June 2014.

Apart from the said meetings, matters requiring Board approval were arranged by
means of circulation of written resolutions of all Board members.
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Directors have access to relevant and timely information, and they can ask for
further information or retain independent professional advisors if necessary.
They also have access to the advice and services of the company secretary,
who is responsible for providing Directors with Board papers and related
materials and ensuring that Board procedures are followed. Directors are given
sufficient time for discussion at the Board meetings. Where queries are raised
by Directors, prompt and full responses will be given if possible.

Directors’ Insurance

The Company has arranged appropriate directors and officers liability insurance
in respect of legal action against Directors.

Directors’ Professional Development

Newly appointed Directors receive comprehensive, formal and tailored
induction on their appointments, so as to ensure that they have appropriate
understanding of the business and operations of the Group and that they are
fully aware of their responsibilities and obligations under the Listing Rules and
relevant regulatory requirements. There are also arrangements in place for
providing continuing briefing and professional development to Directors at the
Company’s expenses whenever necessary.

Pursuant to Code A.6.5, Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. This is to ensure
that their contribution to the Board remains informed and relevant. During
the year, all current Directors, namely Miss HUANG Jingshu, Mr. YIM Chun
Leung, Mr. YE Xingan, Mr. CHEN Tieshen, Ms. DENG Chengying, Mr. ZHU Jiu
Sheng, Mr. WANG Jing and Ms. HU Gin Ing, have participated in appropriate
continuous professional development activities by ways of attending trainings,
reading materials or conducting academic research relevant to the Company’s
business or to the Directors’ duties and responsibilities.

Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules is set out in the terms
of the service agreements of each executive Director and the letters of
appointment of each independent non-executive Director. Having made specific
enquiry of all the Directors, the Directors confirmed that they have complied
with the required standard as set out in the Model Code for the year ended 31
December 2014.

Board Committees

The Company currently have four committees, namely, the Audit Committee,
Remuneration Committee, Nomination Committee and Executive Committee,
for overseeing particular aspects of the Company’s affairs. Terms of reference
of the Audit Committee, Remuneration Committee and Nomination Committee
are available on the websites of the Company (www.lvgem-china.com) and the
Stock Exchange (www.hkex.com.hk). The Board committees are provided with
sufficient resources to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate circumstances, at
the Company’s expenses.
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Board Committees (Contd)
Audit Committee

The Company established an Audit Committee on 14 November 2005 with
terms of reference in compliance with the Code. The Audit Committee consists
of independent non-executive directors only.

The members of the Audit Committee as at the date of this report are as follows:

Mr. ZHU Jiu Sheng (Chairman)
Mr. WANG Jing
Ms. HU Gin Ing

Mr. ZHU Jiu Sheng, who possesses a professional accounting qualification and
relevant accounting experience, is the chairman of the Audit Committee. No
member of the Audit Committee is a member of the former or existing auditor of
the Company.

The primary duties of the Audit Committee are to review and approve the
financial reporting process and internal control systems of the Group. During the
year, the Audit Committee has reviewed the Group’s interim results for the six
months ended 30 June 2014. The Group’s final results for the year ended 31
December 2014 have been reviewed by the members of the Audit Committee
before submission to the Board for approval. The Audit Committee was of
the opinion that the preparation of such results complied with the applicable
accounting standards and requirements and that adequate disclosure has
been made. The Audit Committee has also discussed the matters relating to the
internal control of the Group with an external professional consultant.

Two meetings of the Audit Committee were held during the year. The
attendance of each member is set out as follows:

Name of member
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ETRIGIETRERE - EREEENBRBIRBIUIFNTT
%o
RAFHRARNBEZZEGREWT ¢
MNBRE(LE)

Taes
(i S
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Meeting attended/Number of Meeting held
HESERY BTEEAY

REERE

Mr. ZHU Jiu Sheng (note i) RN (M)
Mr. WANG lJing (note i) FRREE (B 5)
Ms. HU Gin Ing (note i) Eﬁ%ﬁ@@zi(ﬁ/ﬁf‘n
Mr. WONG Gary Ka Wai (note ii) FIAE S (Hati)
Mr. SUN Leland Li Hsun (note ii) %S‘Z?M‘EEWV‘E//}
Mr. CHAN Norman Enrique (note i) FRLE ST 5 A (B atii)

Notes:

(i) Appointed on 5 June 2014.
(i) Resigned on 5 June 2014.

Apart from the said meetings, matters requiring Audit Committee approval were
arranged by means of circulation of written resolutions of all the members of the
Audit Committee.

Nomination Committee

The Company established a Nomination Committee on 14 November 2005
with terms of reference in compliance with the Code. The members of the
Nomination Committee include one executive director and two independent
non-executive directors.
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The members of the Nomination Committee as at the date of this report are as
follows:

Miss HUANG Jingshu (Chairman)
Mr. ZHU Jiu Sheng
Mr. WANG Jing

The primary duty of the Nomination Committee is making recommendations
to the Board on appointment and removal of directors and management of
Board succession. During the year, the then Nomination Committee had
reviewed and considered the proposed appointments of Miss HUANG Jingshu,
Mr. YE Xingan, Mr. CHEN Tieshen and Ms. DENG Chengying as new executive
Directors and Mr. ZHU Jiu Sheng, Mr. WANG Jing and Ms. HU Gin Ing as new
independent non-executive Directors and made related recommendation to
the Board for approval. In reviewing and assessing the Board composition, the
Nomination Committee had considered the various aspects set out in the Board
Diversity Policy. It had also reviewed and assessed the independence of the
independent non-executive Directors.

The Nomination Committee has considered the past performance, qualification,
general market conditions and the Company’s articles of association in selecting
and recommending directors for retirement by rotation and re-election.

The Nomination Committee resolved that all the existing directors should be
recommended to be retained by the Company. Further, in accordance with the
Company’s articles of association, Mr. YIM Chun Leung, Mr. YE Xingan and
Ms. DENG Chengying would retire, and being eligible, would offer themselves
for re-election at the forthcoming annual general meeting of the Company.

The Company has adopted a board diversity policy (the “Diversity Policy”)
in August 2013 in accordance with the requirement under the Code. The
Diversity Policy aims to set out the approach to achieve diversity on the Board
to ensure that the Board has the balance of skills, experience and diversity of
perspectives, including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length
of service. In identifying suitable candidates, the Nomination Committee
will consider candidates on merit and against the objective criteria with due
regard for the benefits of diversity on the Board. The Nomination Committee
will monitor the implementation of the Diversity Policy and review the same as
appropriate.

One meeting of the Nomination Committee were held during the year. The
attendance of each member is set out as follows:

Name of member
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Meeting attended/Number of Meeting held
HEEBRRE ETEERY

Miss HUANG Jingshu (note i) AT/ NE(HYAED

Mr. ZHU Jiu Sheng (note i) WIS & (HTaET)
Mr. WANG lJing (note i) TRk (K ati)

Mr. CHAN Norman Enrique (note ii) FR SE ST ST A (Y atin)
Mr. SUN Leland Li Hsun (note i) TR B S A (i)
Mr. TAO Paul (note i) PR 85 1L 5 A (W i)

Notes:

0] Appointed on 5 June 2014.
(ii) Resigned on 5 June 2014.

0/0
0/0
0/0
1/1
1/1
1/1
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Apart from the said meeting, matters requiring Nomination Committee approval
were arranged by means of circulation of written resolutions of all the members
of the Nomination Committee.

Remuneration Committee

The Company established a Remuneration Committee on 14 November 2005
with terms of reference in compliance with the Code. The Remuneration
Committee consists of one executive director and two independent non-
executive directors.

The members of the Remuneration Committee as at the date of this report are
as follows:

Ms. HU Gin Ing (Chairman)
Miss HUANG Jingshu
Mr. ZHU Jiu Sheng

The primary duties of the Remuneration Committee are to review and determine
the terms of remuneration packages, bonuses and other compensation payable
to Directors and senior management. The Company has adopted the model
of remuneration committee as described in Code Provision B.1.2(c)(i) of the
Code. As such, the responsibility for determining the remuneration packages of
individual executive Directors and senior management of the Group has been
delegated to the Remuneration Committee.

During the year, the Remuneration Committee considered and reviewed
the existing terms of remuneration of all the Directors based on factors
including time commitment and responsibilities of the Directors, employment
conditions elsewhere in the Group and desirability of performance-based
remuneration. The Remuneration Committee considered that the existing
terms of remunerations of the Directors were fair and reasonable. Details of the
remuneration of the directors for the year ended 31 December 2014 are set out
in note 11 to the financial statements.

Two meetings of the Remuneration Committee was held during the year. The
attendance of each member is set out as follows:

Name of member
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Meeting attended/Number of Meeting held

RERTE HESEREBITEERH
Ms. HU Gin Ing (note i) BRE R A (A ati) 1/1
Miss HUANG Jingshu (note i) EARET/NE(Ff5ti) /1
Mr. ZHU Jiu Sheng (note i) IR ST A (FYa2i) /1
Mr. SUN Leland Li Hsun (note ii) BBV (B atii) 1/1
Mr. CHAN Norman Enrique (note i) FRLE ST 5 (B aii) 11
Mr. TAO Richard (note i) BRI R AT o 4 (B i) 11

Notes:

(i) Appointed on 5 June 2014.
(ii) Resigned on 5 June 2014.

Apart from the said meetings, matters requiring Remuneration Committee
approval were arranged by means of circulation of written resolutions of all the
members of the Remuneration Committee.
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Executive Committee

The Board has delegated to the Executive Committee the authority of dealing
with the operational matters of the Group, save for those matters which are
reserved for the Board’s decision and approval pursuant to the written terms
of reference, which includes taking in charge of major decision making in
relation to the day-to-day business operations of the Company, administering
the Company’s routine resolutions and dealing with adhoc matters, ensuring
adequate funding and reporting periodically to the Board. The Executive
Committee consists of five executive directors and assumes full accountability
to the Board for all operations of the Group.

To comply with the requirement under the Code in respect of the responsibilities
for performing the corporate governance duties, the Board has delegated its
responsibilities to the Executive Committee to develop, review and monitor
the policies and practices on corporate governance of the Group and make
recommendations to the Board, to review and monitor the Company’s policies
and practices on the legal and regulatory compliance, to review and monitor the
code of conduct and ethical behavior applicable to the Directors and employees
and the training and continuous professional development of Directors and
senior management, and to review the Company’s compliance with the Code
and disclosures in the corporate governance report.

Twenty four meetings of the Executive Committee were held during the year.
The attendance record of each member is set out as follows:

Name of member
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Meeting attended/Number of Meeting held
HEEERE BTEEAH

RE&B

Miss HUANG Jingshu (Chairman)(note i) E=WATNB(EE) (B 5)
Mr. YIM Chun Leung B E A

Mr. YE Xingan (note i) TS A (fiE)

Mr. CHEN Tieshen (note i) R B S (K aE)

Ms. DENG Chengying (note i) B s 2z (Bt ati)

Mr. TAOCHAIFU Choofuang (note i) PR ST A (B aii)

Mr. TAO Richard (note ii) PR AT S (Hatii)

Mr. TAO Paul (note ii) PR S A (B atii)

Mr. KONG Mui Sum Lawrence (note i) TLERIR I (MY aEiT)

Notes:

(i) Appointed on 5 June 2014.
(ii) Resigned on 5 June 2014.

Apart from the said meetings, matters requiring Executive Committee approval
were arranged by means of circulation of written resolutions of all the members
of the Executive Committee.

The Executive Committee reviewed the Company’s compliance with the Code
and the regulatory and statutory requirements during the year under review,
and the disclosures of this corporate governance report.
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Internal Control

The Board has overall responsibility for the system of internal controls of
the Company and for reviewing its effectiveness. The Board is committed to
implementing an effective and sound internal controls system to safeguard the
interests of shareholders and the Group’s assets. The Board has delegated to
the management the implementation of the system of internal controls and
the review of all relevant financial, operational, compliance controls and risk
management function within an established framework.

During the year under review, the Company sought advice from an external
professional consultant in relation to the effectiveness of certain of the Group’s
system of internal controls. Relevant applicable recommendations made by the
consultant in the previous year have already been implemented in stages by the
Group to further enhance its internal control policies, procedures and practices.

Shareholders’ Rights
1. Convening an extraordinary general meeting (“EGM”)

One or more shareholders holding, at the date of deposit of the
requisition, not less than one-tenth of the paid-up capital of the Company
having the right of voting at general meetings can deposit a written
request to convene an EGM at the principal place of business of the
Company in Hong Kong (“Hong Kong Office”), for the attention of the
Board or the Company Secretary. If within 21 days of such deposit of
the requisition, the Board fails to proceed to convene such meeting, the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.

The notice period to be given to all the registered shareholders in respect
of the EGM varies according to the nature of the proposal as follows:

- At least 14 clear days’ notice (the notice period must include 10
clear business days) in writing if no special resolution is to be
considered at the EGM.

- At least 21 clear days’ notice (the notice period must include
10 clear business days) in writing if a special resolution is to be
considered at the EGM.

2. Right to put forward proposals at general meetings

There are no provisions allowing shareholders to move new resolutions at
the general meetings under the Cayman Islands Companies Law (2013
Revision) or the articles of association of the Company. Shareholders
who wish to move a resolution may request the Company to convene an
EGM as stipulated in above paragraph 1.

Corporate Governance Report
TEERBE

A

EEHARRAIEERG R RRFAEEER
T-EFGRNREBERBRIFNAMEZERL - LAMRIE
BRAARAEEEE - EFESCEREREEERNNE
RERG YR DRI NRBANMARERETE - &8 -
BTROIEENERERREE

REBEFER - ARBSAEED TAREERRBEGH
SNEEXEHER - BEFEZEBEL ZBBERZE
CEARERS B - WE—FZEENERRE 12
Fr B SR E -

R SRR
1. BERRHBIAR(RRHBIAR)

—BEZERRERINRE2EREAFAETINE
BRERRGEREZARRCHEREATDZ
— ARARRRERAR G ER R FXERRA]
2EBITEREXB(EERER])  THEFS
FRRWERR - RN ZREESKR-+—H
N EZgREARZes AREETATEM
BH MEAEEERECHEAERRELELW
—UEEMY  ARARRRREZEWHE -

BYMBEECHRRNBANEGHEERFIAEH
BREEMARAR - AgIERIT

- WERAERREANERREIAG LEE A
ELTNETERZEMBMCRANRAERIE
TEZEBEXEA) -

— WEIRABERANERFIRG LEE - A
S+ —AxBAZEMBMNCENBARE
TETEBEEA) -

2. RERASRUBRZEN

BERSESREA(ZE—ZFETR)IERT
AEERABEGE A FRRRBRRAS L2
FUORBER - WRTIRERER  IRB LEXE K
FIAZ P ERA RN B BRBRSHIAE

35

#2 (TE) LEREARLAR —FT-OFFH



Corporate Governance Report

i

RERRE

Shareholders’ Rights (Contd)

3.

Right to propose a person for election as a director

If a shareholder of the Company wishes to nominate a person other than
a retiring Director or a person recommended by the Board to stand for
election as a Director of the Company, the shareholder concerned shall
lodge with the Company (for the attention of the Company Secretary)
at the Hong Kong Office or at the Company’s branch share registrar in
Hong Kong, Tricor Investor Services Limited, a duly signed nomination
form which includes, inter alia, the intention to propose that person for
election as a Director, notice in writing by that person of his willingness
to be elected, and the information required by the Listing Rules.

The period for lodgement of the nomination form will commence no
earlier than the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than 7 days prior to
the date of such general meeting and the minimum length of the period
during which the nomination form and associated documents may be
given to the Company will be at least 7 days.

Right to put enquiry to the Board

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the person making the
enquiry and deposited at the Hong Kong Office for the attention of the
Company Secretary.

Detailed procedures can be found in the document entitled “Shareholders’
Rights” which is available on the Company’s website.
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Communication with Shareholders

Shareholders are encouraged to attend annual general meetings of the
Company. The chairman of the Board will attend the annual general meeting
and invite the chairman of Audit Committee, Nomination Committee,
Remuneration Committee and other Board Committee(s), or in their absence,
other members of these Board Committee(s), to attend the annual general
meeting.

The Company held the annual general meeting on 5 May 2014 and
extraordinary general meetings on 5 May 2014 and 15 August 2014
respectively.

Details of Directors’ attendance record of general meetings during the year
ended 31 December 2014 are as follows:
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Extraordinary General
Annual General Meeting Meetings
RRBFXE RERBFRIRE
Meetings attended/Number of Meeting held
HESERE BTEEAE

Executive Director HITEE

Miss HUANG Jingshu (Chairman) (note i) EARAT/NMB () (B aEi) 0/0 11
Mr. YIM Chun Leung (Chief Executive Officer) (note ii) Btk st 4 (7T 48%E) (M &tii) 1/1 2/2
Mr. YE Xingan (note iii) BEBZ2 5T A (B i) 0/0 0/1
Mr. CHEN Tieshen (note iii) R & Sc A (K atiii) 0/0 1/1
Ms. DENG Chengying (note iii) B B A+ (B atii) 0/0 11
Mr. TAOCHAIFU Choofuang (note iv) PRE (M i) 11 11
Mr. TAO Richard (note iv) PERHT S (B aziv) 11 11
Mr. TAO Paul (note iv) FEH R S A (M ativ) 1/1 1/1
Mr. KONG Mui Sum Lawrence (note iv) TIPSR E (K ativ) 171 1/1
Non-Executive Director HFHITEE

Mr. CHAN Bernard Charnwut (note iv) PR B A (B aiv) 01 0/1
Independent Non-Executive Director BUHHITESE

Mr. ZHU Jiu Sheng (note iii) VBT A& (H i) 0/0 0/1
Mr. WANG Jing (note i) E Wk A (B2t 0/0 o1
Ms. HU Gin Ing (note i) EAER B2+ (K &) 0/0 0/1
Mr. WONG Gary Ka Wai (note iv) FRELE (K 5Fiv) 11 11
Mr. SUN Leland Li Hsun (note iv) LB A (B aFiv) 11 11
Mr. CHAN Norman Enrique (note iv) PR G4 5 A (Bt ativ) 1/1 1/1

Notes:

Bt -

(i) Appointed as Director on 15 May 2014 and as Chairman on 5 June 2014.

(i) Appointed as Chief Executive Officer on 7 July 2014.
(iii) Appointed on 15 May 2014.
(iv) Resigned on 5 June 2014.

In respect of Code Provision A.6.7 of the Code, due to their personal or business
engagement, a former non-executive Director did not attend the annual general
meeting and extraordinary general meeting of the Company both held on 5 May
2014, and the three independent non-executive Directors did not attend the
extraordinary general meeting of the Company held on 15 August 2014.

() R-Z-—NEFAA+ARRZEREERN - —HFKA
RHEZERER -

(i)  NIZ-EFEALABRERITEMEH -

(iy MN-FE-WNFAATHAREERE-

(v) RZZ-HFARAEBBHE -

BLTRIEAG. 7IE TR M T - BEAR TR - RI3E
HITEEAREEARAR - E—NERARARTZE
RBFRERBERFHIRE : MBI IFATEERR
HEARRR -_Z—OFEN\ATHEARTZERERIAE -
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Corporate Governance Report
TEERBE

Investor Relationship and Communication

The Company strives to achieve a high level of transparency in communicating
with shareholders and the investment community at large. Briefings and
meetings with institutional investors and analysts are conducted at opportune
times. The Company is committed to continuing to maintain an open and
effective investor communication policy and to update investors on relevant
information on its business in a timely manner, subject to relevant regulatory
requirements. In order to ensure effective, clear and accurate communications
with the investors and analysts, all corporate communications are arranged
and handled by the executive directors with the assistance of an independent
corporate communication firm and designated senior executives according
to established practices and procedures of the Company. The Company has
announced results of the year under review in a timely manner.

Directors’ and Auditor's Responsibilities for the Financial
Statements

The Directors are responsible for the preparation of financial statements
which give a true and fair view. In preparing such financial statements, it is
fundamental that appropriate accounting policies are selected and applied
consistently.

The auditor’s responsibility is to express an independent opinion, based on
their audit, on those financial statements and to report their opinion to the
shareholders of the Company, as a body, and for no other purpose. The auditor
does not assume responsibility towards or accept liability to any other person for
the contents of the independent auditor’s report.

The Directors acknowledge their responsibilities for the preparation of the
financial statements for each financial year which give a true and fair view of
the state of affairs of the Group and of results and cash flows for that year. In
preparing the financial statements for the year ended 31 December 2014,
the Directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards and Interpretations; made adjustments
and estimates that are prudent and reasonable; and have prepared the financial
statements on the going concern basis. The Directors also ensure the timely
publication of the financial statements of the Group.

Auditor’s Remuneration

The fee in respect of audit and non-audit services provided to the Group by
independent auditor for the year ended 31 December 2014 amounted to
HK$1,900,000 (2013: HK$1,350,000) and HK$990,000 (2013: HK$167,000)
respectively. The non-audit services mainly consist of review of financial
information in the circular of the Company dated 14 April 2014 and the
composite document dated 15 May 2014 as well as the review of the
Company’s interim financial statements.

EREENBERENBE

FAREBRRERIREABRE  —ERNEIRERE -
ARARBEREARBREEROTERITHRE R
BE - ARABNRREMEEESRT  HESFLHARE
BEREEBBRE Y REMREERESNOELE
o BIEREREE RO TRERFER - BHMAEENE
WBRE - MAECEBASEHRRBRARFRNKEEN RE
FFo ARTESEE - HBLCERBAQRBY N REE
SRITHRABRE - ARAREROEFENRR S MHEE -

ESRGBARMBRRARE2RE

EFAAERNATMAEZHBRE - ERERSYH
WRE  EEVNABREBRRAAEZ IR -

REA 2 EERRBEER T E2HER  HZEVBREE
HBYER  BUtEREARDRZRRRE - NMEHM
R - BENIE T B L X B AN RS B AR AR E A
T FREFSAERERERE -

EEmA ARERMGEMBFERRAIAETMA T
RMAEBEEBRARZFEZEERREREZ MR
Ko mEBE—T—NFT-_A=+—BILFEZHER
R HEWENEBERABEZGTEE  RAWEEN
EEMBMERER  BEGTERER  BELREE
ERFRE LA WARSBEEEEREBUBRR - EF
INREORZERS T AN ER [ 2 B T Rk

BB B =

BE-Z-NF+-_A=+—-BILFE BYURHMY
AEBREORBENERBEREMEDZER S HA
1,900,000 7 ( =& —=% : 1,350,000/ 7T ) %990,000/%
T(ZZ—=%:167,000/87T) ° 3FRERG L2 RIEERH
ARFHYR T -—MFNA+TNBR 2B AR -F
—HFERATRAZEAEXHANTBERAREHNAR
Bl A R
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Deloitte.
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TO THE SHAREHOLDERS OF

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
(formerly known as NEW HERITAGE HOLDINGS LTD.)
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of LVGEM (China)
Real Estate Investment Company Limited (formerly known as New Heritage
Holdings Ltd.) (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 41 to 120, which comprise the consolidated
statement of financial position as at 31 December 2014, and the consolidated
statement of profit or loss, 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 disclosure requirements of 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

QOur 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 our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report. 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.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of
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.

Independent Auditor’s Report

B A BET R
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Deloitte Touche Tohmatsu
35/F, One Pacific Place
88 Queensway

Hong Kong
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Independent Auditor’s Report

WVR A TS

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 Group as at 31 December 2014, and of its profit 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
disclosure requirements of the Hong Kong Companies Ordinance.

OTHER MATTER

The consolidated financial statements of the Group for the year ended 31
December 2013 were audited by another auditor who expressed an unmodified
opinion on these statements on 24 March 2014.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 17 March 2015
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For the year ended 31 December 2014
HE-_Z-—NF+_A=+—HILFE

Consolidated Statement of Profit or Loss

n _\éﬁﬁ_é‘%%

2014 2013
—E—NF —T—=%F
Notes HK$’000 HK$'000
Hta FET FHT
Revenue g 6 524,305 212,402
Cost of sales SHES R AR (415,833) (180,693)
Gross profit EF 108,472 31,709
Other income E Al A 7 9,466 9,101
Selling expenses PHERM (13,568) (9,384)
Administrative expenses 1THFAX (96,867) (39,927)
Fair value changes on investment properties KEYHENRAREBEE 16 (9,765) 11,101
Loss on disposal of investment properties HER B YN ER - (150)
Gain on disposal/deregistration of subsidiaries HE GTHEMTE A BB 33 39,166 8,898
Impairment loss on goodwill R EEE 14 (16) (7,799)
Finance costs BRE R AR 8 (1,653) (1,828)
Share of results of associates i3 =N 7,038 19,848
Profit before tax BREL AT Z R 9 42,273 21,569
Income tax expense TSRS 10 (27,574) (26,230)
Profit (loss) for the year FEEER(EHE) 14,699 (4,661)
Profit (loss) for the year attributable to: UTATELEERR(EE):
Owners of the Company AARIPER 16,326 (14,739)
Non-controlling interests FEIE AR S (1,627) 10,078
14,699 (4,661)
HK cents HK cents
AL el
Earnings (loss) per share BREF (EE) 13
- Basic —EX 1.21 (1.14)
— Diluted — B8 1.18 N/A i B
#8 (hH) HEREERAT —T—NEER 41



Consolidated Statement of Profit or Loss and Other Comprehensive Income
FEBEREMEERER

2014 2013
—T-mF —T=%
HK$'000 HK$'000
FEx T
Profit (loss) for the year FERFI(EHHR) 14,699 (4,661)
Other comprehensive (expense) income Hib2m (B %) W
Items that may be subsequently reclassified AR EEN B R Em o HE -
to profit or loss:
Exchange differences arising on translation &R RINETSEERIRE =58
of foreign operations (20,625) 30,543
Share of exchange differences on FEfh—MEE S AR E E58
translation of an associate (3,227) 4,475
Reclassification of exchange reserve upon disposal/ & 15k E A 7k
deregistration of subsidiaries B o LEE KR (30,104) (8,898)
Item that will not be subsequently reclassified BEATEEN 7 B2 Bm2EE
to profit or loss:
Share of revaluation surplus of an associate’s FE(E—FEE R REEYER
hotel property BHAK = 1,127
Other comprehensive (expense) income for the year FEHMEZME(BEX) Kiam (53,956) 27,247
Total comprehensive (expense) income for the year FEZH(FX) RSB (39,257) 22,586
Total comprehensive (expense) income attributable to: LA~ A £FE(L
ZHE (B =485
Owners of the Company AR FIRER (33,189) 6,405
Non-controlling interests eI R (6,068) 16,181
(39,257) 22,586
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At 31 December 2014
RZZE—NF+=—A=1+—H

Consolidated Statement of Financial Position

e T IR SRR

2014 2013
—=2-mE —=—=
Notes HK$'000 HK$'000
Hta BT FHT
ASSETS AND LIABILITIES BEREE
Non-current assets FREBEE
Goodwill R 14 - 29,249
Property, plant and equipment M - BB KRR 15 9,588 47,611
Investment properties - E7/ES 16 301,738 318,899
Interests in associates BN BRI RERS 17 - 137,922
Deferred tax assets IRIETRIBE B 18 1,304 173
312,630 533,854
Current assets RBEE
Properties held under development TR 19 105,465 457,085
Properties held for sale FEYE 20 359,633 343,501
Other inventories HtnEE 21 24 67
Accounts receivable FEUTER X 22 10 166
Deposits paid, prepayments and BfftLe - FBARE
other receivables T ELAth e U R IE 23 24,400 47,543
Tax recoverable B] Wi [m] 75 7K 4,419 22,648
Restricted bank deposits ZIRHIRITER 24 23,335 36,230
Bank balances and cash RITHBRRIRS 25 483,138 435,782
1,000,424 1,343,022
Total assets wmEE 1,313,054 1,876,876
Current liabilities REIEE
Accounts payable FEfTRR X 26 71,664 112,179
Accruals, deposits received and EErER - Blize
other payables 2 Eo A S R IE 27 52,518 416,245
Tax payable FERTRRIE 3,700 -
Convertible notes AR IR 28 = 42,140
Borrowings EE 29 9,053 85,173
136,935 655,737
Net current assets REEEFE 863,489 687,285
Total assets less current liabilities HWEERRBARS 1,176,119 1,221,139
Non-current liabilities ERBAE
Borrowings By 29 89,448 96,455
Deferred tax liabilities EEFIEEE 18 52,353 53,747
141,801 150,202
Total liabilities HEE 278,736 805,939
Net assets EEFE 1,034,318 1,070,937
Capital and reserves BRI 4
Share capital (LN 30 13,842 13,246
Reserves B 31 975,003 960,079
Equity attributable to owners of the Company PN/NGIL &Y fay s 988,845 973,325
Non-controlling interests ISR 45,473 97,612
Total equity FERAAEE 1,034,318 1,070,937

FAEI0A 2R BRREEEES((EFE N _"F—
FFE=A+ERERRETE  YHATEEARES

The consolidated financial statements on pages 41 to 120 were approved and
authorised for issue by the board of directors (the “Board”) on 17 March 2015
and are signed on its behalf by:

HUANG Jingshu DENG Chengying

HE AR
Director Director
2 EF
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Consolidated Statement of Changes in Equity

GAEREBHE

Attributable to owners of the Company

AR RIR (G S

Convertible
Share notes Property Non-
Share Share option equity  Merger revaluation Exchange  Statutory  Retained controlling Total
capital  premium  reserve feserve  [eserve feserve  eserve  reserve profits Total interests equity
ke TAREE EE FEiERR
BA RiAGRE BE EaRE AHERE BiE EXGE ITRE (RERF ) Bn Eneg
HK$000 HK$000 HK$000  HK$000 HKPO00  HKPO00 HKS000 HKS000 HK$000 HKF000 HK$O000  HK$000
Tér ThEr TEr FAr TAr  TEr  TEr  TAr  TEr  TEr  TEr TEn
Balance as at R-E-=F-f-H
1 January 2013 e 12854 488934 2871 900 89936 23290 131388 34143 146151 93097 96,654 1,027,621
(Loss) proft for the year FE(BR)RAN - - - - - - - - (14739 (14739) 10078  (4,661)
Exchange differences arising  FE3 SE5ME TR
on translation of foreign BEES
operations - - - - - - 24,440 - - 24440 6,103 30,543
Share of exchange differences  fE(E—FARA& A I
on franslation of an associate ~ BEZH - - - - - - 4475 - - 4475 - 447
Reclassification of exchange s~ TANEB AR
reserve upon deregistration B EEH & ’Eﬁ
of a subsidiary - - - - = = (8.8%) = - (8898) - (88%)
Share of revaluation surplus of  E(5—FB& A7)
an associate’s hotel property  EEYEHB(ERE - - - - - 1503 - - - 1503 - 1503
Deferred taxarisingon share ~ —FIE&E A RIEENEL
of revaluation surplus of an A REAEIERIE
assoclate's hotel property - - - = = (376) = = = (376) = (376)
Total comprehensive income £ 2ENE (F%)
(expense) for the year ekl - - - - - 1127 20017 - (14739 6405 16181 22586
2012 final dividend paid —E-CEER
BRRE = = = = = - - - (2579)  (2579) - (2579
Retuntoa non-controlling ~ SH4—THBAR
shareholder upon LUH Hxﬂxiﬁﬁ
deregistration of a FE
subsidiary - - - - - - - - - - (15223) (15,223)
Arising from issue of ordinary  RTEEER LT
shares on exercise of LRRmES
share options (note 30) W#30) 74 1,663 - - - - - - - 173 - 1,737
Arising from issue of RS RTEREE
ordinary shares on BTEER
conversion MEL (2830
of convertible notes
(notes 28 and 30) 318 36477 - - - - - - - 3,79 - 3,79
Transfer upon exercise of {7 ERRRE
share options and RARTARZER
conversion BR(H728830)
of convertible notes
(notes 28 and 30) - 1,076 (656) (420) = = = = = = = -
Release of statutory reserve.  sH5— B AT
upon deregistration of BERZERE
a subsidiary - - - - = = - (3%6)  38% - - -
Transfer of statutory reserve ~ BEEERE - - - = = = - 2030 (2030 - - -
Share of an associate’s - RBEAw
statutory reserve HEERE - - - - - - - 428 (428) - - -
Balance as at RZE-=F
31 December 2013 +ZA=1+-Hf
b3 13246 528,150 2215 430 8093 24417 151906 32745 130231 973325 97612 1070937
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

Attributable to owners of the Company

R R R A

Share Property Non-
Share Share option revaluation  Exchange  Statutory  Retained controlling Total
capital  premium  reserve feserve  leserve  resenve profits Total  interests equity
ki NEEfR FER
B RivaE Fif Bt EXGR ErRE REEF &3 Bn Bagd
HK$'000  HK$'000  HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Tér  TAr  TAn Tér TAr Thr TEr FTEr  TEr  ThErn
Profit (loss) for the year EERFIER) = = = = = - 16326 16326  (1627) 14699
Exchange differences arising (B3 SBoMERE £
on translation of foreign HEES
operations - - - - (16184) = - (16184)  (4441) (20625)
Share of exchange differences  JE(E— B2 A A
on translation of an associate  #BEEE = - - - (3,227) - - (322) - B2
Reclassification of exchange ~ HEMBARBENHEEL
reserve upon disposal of it
subsidiaries - - - - (30,104) = - (30,104) - (30,104)
Total comprehensive FERERS) U
(expense) income for 28
the year - - - - (9515) - 163% (33189 (6068 (3957
Acquisition of non-controlling ~ UEE £ AR
interests (note 32) B (H30) - - - = = - By (38 (071) (464%)
Arising from issue of ordinary ~ RTEERIERT
shares on exercise of ERRMEL
share options (note 30) (H1#30) 23 5236 = - = = - 5469 - 5469
Arising from issue of ordinary R EAARRERZTT
shares on conversion of LRRmEE
convertible notes (hizt28f30)
(notes 28 and 30) 363 43265 - - - - - 43628 - 43628
Transfer upon exercise of TPRRER
share options and conversion SR ARZER
of convertible notes R (H2o8k30)
(notes 28 and 30) - 2602 (2172 = = - - - - -
Transfer upon cancellation of ~ 5H3AE BEERER
vested share options ER(M234)
(note 34) = 43 (43) - - - - - _ _
Release of statutory reserve — (HERBAFE
upon disposal of subsidiaries  BERIETEE - = = = - (167000 16700 - - -
Transfer of statutory reserve  ERSET B = = - = = 598  (5,986) = - -
Release of property revaluation  HENBA R AL
reserve upon disposal of NEEMREE
subsidiaries - - - (22,298) - - 22298 - - -
Balance as at RZZE-E
31 December 2014 T-A=1+-Bf
e 13842 579,346 - 2119 102390 22031 179,181 983845 45473 1,034,318

#2 (TE) BERERRLR

—-mrsg
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Consolidated Statement of Cash Flows

GERTRER

For the year ended 31 December 2014
HE-_T-—NF+_A=+—HILFE

2014 2013
—E-lEF =%
HK$’000 HK$'000
FEx T
Operating activities REER
Profit before tax BRA% AT F 42,273 21,569
Adjustments for: FHEIER -
Depreciation e 1,918 2,271
Gain on disposal/deregistration of subsidiaries HE B A R UGS (39,166) (8,898)
(Gain) loss on disposal of property, plant HEWE « BEREEN
and equipment (Uezs) B 18 (184) 8
Loss on disposal of investment properties HEREYHENEE - 150
Loss on early repayment of loans from RAMEE TR R E KA EE
non-controlling shareholders 72 27
Fair value changes on investment properties KEYHENRABEED 9,765 (11,101)
Share of results of associates FE(RER & R RIFEAE (7,038) (19,848)
Impairment loss on goodwill EEVEAEY 53! 16 7,799
Impairment loss on amount due from an associate  FEYR— B A RIZIER)
EEE 19 -
Impairment loss on other receivables H A EGRIE R R E &R = 74
Impairment loss on properties held for sale FEMENRERE 2,318 14,836
Interest income FEUA (8,182) (5,509)
Finance costs BhE A AN 1,653 1,828
Operating cash flows before movements LEECFHPNLERESRE
in working capital 3,464 3,206
Decrease (increase) in properties held under BERERPYERGTEE
development and properties held for sale A (3E00) 320,376 (65,978)
Decrease (increase) in other inventories Hibr&ERm A gm) 43 )
Decrease (increase) in accounts receivable FEU R FR A (18 n) 156 (27)
Decrease (increase) in deposits paid, prepayments B2 4 A FIE KR
and other receivables H A MG A (38 00) 26,529 (15,131)
(Decrease) increase in accounts payable, ERERF - FBETER - BEIR
accruals, deposits received and other payables B & READEAFIECR A )IE N (394,430) 289,280
Cash (used in) generated from operations LEEB (A EENRS (43,862) 211,348
Interest paid EAFE (2,046) (3,686)
Income taxes paid =ENIZIEST (7,211) (31,645)
Net cash (used in) from operating activities REEE (TR EENRESFE (53,119) 176,017
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Consolidated Statement of Cash Flows
mERERER

For the year ended 31 December 2014
HE-_Z-—NF+_A=+—HILFE

2014 2013
—E—F —E—=F
HK$’000 HK$'000
FExT FHT
Investing activities RETER
Purchase of property, plant and equipment IBEWMZE  BE K& (1,749) (581)
Proceeds from disposal of property, HEYE  RENEETEZIE
plant and equipment 345 28
Proceeds from disposal of investment properties HEREYERTSRIE = 6,541
Net cash inflow on disposal of subsidiaries HEHBRRBRSRAFE
(note 33) (#1:£33) 182,798 =
Withdrawal (placement) of short-term time deposits with 282 (123 A =& A 1% 18 —F A
maturity beyond three months but within one year B HBR A2 HATE R 78,000 (78,000)
Withdrawal of structured bank deposits TREVE BRI TE R 1,277 -
Placement of structured bank deposits AR TIER (88,750) (1,277)
Withdrawal of restricted bank deposits TR R FIER1TE R 56,736 152,474
Placement of restricted bank deposits TFEHZ R HIERITER (43,841) (149,828)
Repayment from an associate — M R BRI 225 -
Dividends received from an associate L EY — Pl A B RUAR B - 24,929
Interest received B U F 8 8,182 5,509
Net cash from (used in) investing activities RETHELE(FTA)NREFHE 193,223 (40,205)
Financing activities BMEEE
Proceeds from issue of shares BITIRASFTIS I8 5,469 1,737
Proceeds from new borrowings SrEEEMSRIE 30,108 73,180
Acquisition of additional interest in a subsidiary W BE— B A Rl R BE I ME = (46,459) -
Repayment of loans from non-controlling EiE — B AR RIEER
shareholders of a subsidiary RREE (26,460) (16,820)
Repayment of borrowings BEEE (56,168) (116,364)
Return to a non-controlling shareholder upon i B A RIRERE
deregistration of a subsidiary AR AR R AV FIE - (15,223)
Interest paid on convertible notes BT E RS (1,441) (4,425)
Dividends paid BT E - (2,579)
Net cash used in financing activities BB AT AR & (94,951) (80,494)
Net increase in cash and cash equivalents HeRBESEEYIEMTE 45,153 55,318
Effect of foreign exchange rate changes INEERS BN L (7,270) 10,188
Cash and cash equivalents at beginning of the year FHNRERRESEEY 356,505 290,999
Cash and cash equivalents at end of the year FERBEEREASZEY 394,388 356,505
Represented by: B RPISBERE :
Bank balances and cash IRITHEBREIES 483,138 435,782
Less: Fixed deposits with original maturity date B REHA B = (& A R E BiF
more than three months - (78,000)
Less: Structured bank deposits W AR MEIRITER (88,750) (1,277)
394,388 356,505
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GENERAL

The Company is a company incorporated in the Cayman Islands with
limited liability and its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). On 21 January
2014, China LVGEM Property Holdings Limited (“China LVGEM”), an
independent third party and the then shareholders of the Company,
including Belbroughton Limited, Mr. TAOCHAIFU Choofuang, Mr. TAO
Richard, Mr. TAO Paul and Tian Xiang Business Limited (together, the
“Vendors”), had entered into a conditional sale and purchase agreement
(the “Sale and Purchase Agreement”) for the disposal of an aggregate of
858,800,792 ordinary shares of HK$0.01 each (the “Disposal Shares”)
of the Company. The Disposal Shares represented approximately
64.83% of the issued share capital of the Company as at 8 May 2014
(“Completion Date”). Prior to Completion Date, the Company’s immediate
holding company was Belbroughton Limited, a company incorporated in
the British Virgin Islands (“BVI”). Where after completion, its immediate
holding company is China LVGEM, a company incorporated in the
Cayman Islands with limited liability and its ultimate holding company
is Go Great International Limited, a company incorporated in the BVI
with limited liability. Its ultimate controlling party is Mr. WONG Hong
King, father of Miss HUANG Jingshu, the Chairman of the Company.
The addresses of the Company’s registered office and principal place of
business are Clifton House, 75 Fort Street, P.O. Box 1350 GT, George
Town, Grand Cayman, Cayman Islands and Suites 1701-1703, 17/F.,
Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong
respectively.

The consolidated financial statements are presented in Hong Kong
dollars, which is also the functional currency of the Company.

The Company acts as an investment holding company. The activities of
its principal subsidiaries are set out in note 41.

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

In the current year, the Group has applied the following amendments
to HKFRSs and an Interpretation issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) for the first time in the current
year:

Amendments to HKFRS 10,
HKFRS 12 and Hong Kong
Accounting Standard
(“HKAS”") 27

Investment Entities

Amendments to HKAS 32 Offsetting Financial Assets
and Financial Liabilities

Recoverable Amount Disclosures for
Non-Financial Assets

Novation of Derivatives and
Continuation of Hedge Accounting

HK(IFRIC) — Int 21 Levies

Amendments to HKAS 36

Amendments to HKAS 39

The application of the amendments to HKFRSs and an Interpretation
in the current year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/or on the
disclosures set out in these financial statements.

For the year ended 31 December 2014
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For the year ended 31 December 2014
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2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (Cont'd)

The Group has not early applied the following new and revised HKFRSs
that have been issued but are not yet effective:

e VI HRAR M

FERFET RAIER] < BB M B RMEE
A EBHBHREER ) 40

REE i ARIBF AT EBME M ARERZHET
RISERT BB B EAER

HKFRS 9
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!

Revenue from Contracts with
Customers?

Accounting for Acquisitions of Interests
in Joint Operations*

Disclosure Initiative*

Classification 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*

L Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2017
3 Effective for annual periods beginning on or after 1 July 2014

& Effective for annual periods beginning on or after 1 January 2016
2 Effective for annual periods beginning on or after 1 July 2014,

with limited exceptions
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Cont'd)

HKFRS 15 Revenue from Contracts with Customers

In July 2014, HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for revenue arising
from contracts with customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and the related Interpretations when it becomes
effective.

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue recognition:

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

° Step 2: Identify the performance obligations in the contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance
obligations in the contract

° Step 5: Recognise revenue when (or as) the entity satisfies a

performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance obligation is transferred to
the customer. 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 preforms a detailed
review.

The directors of the Company do not anticipate that the application of
the other new and revised HKFRSs will have any material impact on the
results and the financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. 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 and by the Hong Kong Companies Ordinance (Cap. 32).

The consolidated financial statements have been prepared on the
historical cost basis except for investment properties, which are
measured at fair values, 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.

For the year ended 31 December 2014
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For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Contd)

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.

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 significant 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;

o 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.

Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the
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 from the date the Group gains control until the date when
the Group ceases to control the subsidiary.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Basis of consolidation (Cont'd)

Profit or loss and each component of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

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

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

Merger accounting for common control combinations

The consolidated financial statements incorporate the financial
statements items of the combining entities in which the common control
combination occurs as if they had been combined from the date when
the combining entities first came under the control of the controlling

party.

The net assets of the combining entities are combined using the existing
book values from the controlling parties’ perspective. No amount is
recognised in respect of goodwill or excess of acquirer’s interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilities over cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest.

The consolidated statement of profit or loss includes the results of each
of the combining entities from the earliest date presented or since the
date when the combining entities first came under the common control,
where there is a shorter period, regardless of the date of the common
control combination.

The comparative amounts in the consolidated financial statements
are presented as if the entities had been combined at the end of the
previous reporting period or when they first came under common control,
whichever is shorter.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do not
result in the Group losing control over the subsidiaries are accounted for
as equity transactions. The carrying amounts of the Group’s interests and
the non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the amount
by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity and
attributed to owners of the Company.

3.

For the year ended 31 December 2014
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For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Contd)

Basis of consolidation (Cont'd)

Changes in the Group’s ownership interests in existing subsidiaries
(Cont'd)

When the Group loses control of a subsidiary, a gain or loss is recognised
in profit or loss and is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and the fair
value of any retained interest and (ii) the previous carrying amount of
the assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related assets or liabilities of
the subsidiary (i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable HKFRSs). The
fair value of any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under HKAS 39, when applicable, the cost on
initial recognition of an investment in an associate.

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the acquisition-
date fair values of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as
incurred.

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value, except that:

- deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured in
accordance with HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively;

- liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 Share-based Payment at the
acquisition date (see the accounting policy below); and

- assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are measured in accordance with that
standard.

3.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Business combhinations (Cont’d)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree,
and the fair value of the acquirer's previously held equity interest in
the acquiree (if any) over the net of the acquisition-date amounts of
the identifiable assets acquired and the liabilities assumed. If, after re-
assessment, the net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling interests in
the acquiree and the fair value of the acquirer’s previously held interest
in the acquiree (if any), the excess is recognised immediately in profit or
loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle
their holders to a proportionate share of the entity’s net assets in the
event of liquidation may be initially measured either at fair value or at the
non-controlling interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value or, when applicable,
on the basis specified in another HKFRS.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as
established at the date of acquisition of the business (see the accounting
policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of
the Group’s cash-generating units (or groups of cash-generating units)
that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for
impairment annually, or more frequently when there is indication that the
unit may be impaired. If the recoverable amount of the cash-generating
unit is less than its carrying amount, the impairment loss is allocated
first to reduce the carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit pro-rata based on the carrying
amount of each asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount
of goodwill is included in the determination of the profit or loss on
disposal.

Investments in associates

An associate is an entity over which the Group has significant influence.
Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint
control over those policies.

For the year ended 31 December 2014
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Notes to the Consolidated Financial Statements

e VI HRAR M

For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Investments in associates (Cont'd)

The results and assets and liabilities of associates are incorporated in
these consolidated financial statements using the equity method of
accounting. Under the equity method, an investment in an associate is
initially recognised in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s share of the profit
or loss and other comprehensive income of the associate. When the
Group'’s share of losses of an associate exceeds the Group'’s interest in
that associate (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity
method from the date on which the investee becomes an associate.
On acquisition of the investment in an associate, any excess of the
cost of the investment over the Group’s share of the net fair value of
the identifiable assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the Group’s
investment in an associate. When necessary, the entire carrying
amount of the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 Impairment of Assets as a single asset
by comparing its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

The Group discontinues the use of the equity method from the date
when the investment ceases to be an associate, or when the investment
is classified as held for sale. When the Group retains an interest in the
former associate and the retained interest is a financial asset, the Group
measures the retained interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition in accordance with
HKAS 39. The difference between the carrying amount of the associate
at the date the equity method was discontinued, and the fair value of
any retained interest and any proceeds from disposing of a part interest
in the associate is included in the determination of the gain or loss on
disposal of the associate. In addition, the Group accounts for all amounts
previously recognised in other comprehensive income in relation to that
associate on the same basis as would be required if that associate had
directly disposed of the related assets or liabilities. Therefore, if a gain
or loss previously recognised in other comprehensive income by that
associate would be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment) when the equity
method is discontinued.
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Notes to the Consolidated Financial Statements

e VI HRAR M

SIGNIFICANT ACCOUNTING POLICIES (Contd)

Investments in associates (Cont'd)

The Group continues to use the equity method when an investment in
an associate becomes an investment in a joint venture or an investment
in a joint venture becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate but the
Group continues to use the equity method, the Group reclassifies to
profit or loss the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that reduction in
ownership interest if that gain or loss would be reclassified to profit or
loss on the disposal of the related assets or liabilities.

When a group entity transacts with an associate of the Group, profits and
losses resulting from the transactions with the associate are recognised
in the Group’s consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates
and other similar allowances.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks and
rewards of ownership of the properties;

o the Group retains neither continuing managerial involvement to
the degree usually associated with ownership nor effective control
over the properties;

° the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with the
transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the transaction
can be measured reliably.

Specifically, revenue from sale of properties in the ordinary course
of business is recognised when the respective properties have been
completed and delivered to the buyers. Deposits and instalments
received from purchasers prior to meeting the above criteria for revenue
recognition are included in the consolidation statement of financial
position under current liabilities.

The Group’s policy for recognition of revenue from operating leases is
described in the accounting policy below.

For the year ended 31 December 2014
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For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Contd)
Revenue recognition (Cont'd)

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 estimated
future cash receipts through the expected life of the financial asset to
that asset’s net carrying amount on initial recognition.

Investment properties

Investment properties are properties held to earn rentals and/or for
capital appreciation.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties 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.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from the disposal. 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 profit or loss in the period in which the property is
derecognised.

Property, plant and equipment

Property, plant and equipment including leasehold land (classified
as finance lease) 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 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.

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets. However, when there is
no reasonable certainty that ownership will be obtained by the end of the
lease term, assets are depreciated over the shorter of the lease term and
their useful lives.

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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e VI HRAR M

SIGNIFICANT ACCOUNTING POLICIES (Contd)

Property, plant and equipment (Cont'd)

Hotel property held by an associate of the Group is measured at fair
value determined by external professional valuers less accumulated
depreciation and impairment losses.

Changes in the fair value of hotel property are dealt with as movements
in the property revaluation reserve. If the balance of this reserve is
insufficient to cover a deficit, the excess of the deficit is charged to the
profit or loss.

The gain or loss arising on retirement or disposal is determined as the
difference between the sales proceeds and the carrying amount of
the asset and is recognised in profit or loss. Any revaluation surplus
remaining in equity is transferred to retained profits on the disposal
of hotel property and certain buildings that have been transferred as
investment properties.

Properties held under development/properties held for sale

Properties held under development which are intended to be held
for sale are stated at the lower of cost and net realisable value. Net
realisable value is determined by reference to estimated selling price
less anticipated costs to completion of the development and costs to be
incurred in marketing and selling the completed properties.

Properties held under development are transferred to properties held
for sale when the relevant completion certificates are issued by the
respective government authorities.

Completed properties held for sale in the ordinary course of business are
stated at the lower of cost and net realisable value. Net realisable value
is determined by reference to estimated selling price based on prevailing
market conditions less estimated selling expenses.

Cost of properties comprises land cost, development costs and other
direct costs attributable to the development and borrowing costs
capitalised during the development period that have been incurred in
bringing the properties to their present condition.

Other inventories

Other inventories comprising consumable stores for own consumption
which are initially recognised at cost, and subsequently at the lower
of cost and net realisable value. Cost is calculated using the weighted
average method.

Impairment losses on tangible and intangible assets other than goodwill
(see the accounting policy in respect of goodwill above)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible 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. When it is
not possible to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-generating
unit to which the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

For the year ended 31 December 2014
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For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Contd)

Impairment losses on tangible and intangible assets other than goodwill
(see the accounting policy in respect of goodwill above) (Cont'd)

Recoverable amount is the higher of fair value less costs of disposal 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 (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of
the asset (or cash-generating unit) 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 (or a cash-generating
unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

Financial instruments

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

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 are added to or deducted
from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

The Group’s financial assets are classified as loans and receivables.
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 is recognised on an effective interest basis for debt instruments.
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Notes to the Consolidated Financial Statements

e VI HRAR M

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
accounts and other receivables, restricted bank deposits and bank
balances and cash) 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.

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 investment have been affected.

Objective evidence of impairment could include:
o significant financial difficulty of the issuer or counterparty; or

o 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 accounts and other
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, as well as observable
changes in national or local economic conditions that correlate with
default on receivables.

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.

For the year ended 31 December 2014
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For the year ended 31 December 2014
HE-_ZT-—NE+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of accounts and
other receivables, where the carrying amount is reduced through the use
of an allowance account. When a receivable 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.

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.

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 a group entity are recorded at the proceeds
received, net of direct issue costs.

Financial liabilities

Financial liabilities including accounts and other payables, liability
component of convertible notes and borrowings are subsequently
measured at amortised cost, using the effective interest method.

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 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.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments (Cont'd)
Convertible notes

The component parts of convertible notes 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 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 an
equity instrument.

At the date of issue, the fair value of the liability component is estimated
using the prevailing market interest rate for similar non-convertible
instruments. This amount is recorded as a liability on an amortised
cost basis using the effective interest method until extinguished upon
conversion or at the instrument’s maturity date.

The conversion option classified as equity is determined by deducting the
amount of the liability component from the fair value of the compound
instrument as a whole. This is recognised and included in equity, net
of income tax effects, and is not subsequently remeasured. In addition,
the conversion option classified as equity will remain in equity until the
conversion option is exercised, in which case, the balance recognised in
equity will be transferred to share premium. Where the conversion option
remains unexercised at the maturity date of the convertible note, the
balance recognised in equity will be transferred to retained profits. No
gain or loss is recognised in profit or loss upon conversion or expiration
of the conversion option.

Transaction costs that relate to the issue of the convertible notes are
allocated to the liability and equity components in proportion to the
allocation of the gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction costs relating to
the liability component are included in the carrying amount of the liability
portion and are amortised over the lives of the convertible notes using
the effective interest method.

For the year ended 31 December 2014
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For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES (Contd)
Financial instruments (Cont’d)
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.

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 they expire.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in
profit or loss.

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 in profit or loss 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.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Leasing (Cont'd)
Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an operating
lease separately based on the assessment as to whether substantially
all the risks and rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both elements
are operating leases in which case the entire lease is classified as an
operating lease. Specifically, the minimum lease payments (including
any lump-sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the leasehold
interests in the land element and building element of the lease at the
inception of the lease.

To the extent the allocation of the lease payments can be made reliably,
interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a straight-line
basis except for those that are classified and accounted for as investment
properties under the fair value model. When the lease payments cannot
be allocated reliably between the land and building elements, the entire
lease is generally classified as a finance lease and accounted for as
property, plant and equipment.

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 case 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 other borrowing costs are recognised in profit or loss in the period in
which they are incurred.

For the year ended 31 December 2014
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For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency (foreign
currencies) are recognised at the rates of exchange prevailing on the
dates of the transactions. At the end of each 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 except for:

o exchange differences on foreign currency borrowings relating to
assets under construction for future productive use, which are
included in the cost of those assets when they are regarded as an
adjustment to interest costs on those foreign currency borrowings;

o exchange differences on transactions entered into in order to
hedge certain foreign currency risks; and

o exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither
planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised initially
in other comprehensive income and reclassified from equity to
profit or loss on repayment of the monetary items.

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. Hong Kong dollars)
using exchange rates prevailing at the end of each reporting period.
Income and expense 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.

On the disposal of a foreign operation (i.e. a disposal of the Group's
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified to profit or
loss.

In addition, in relation to a partial disposal of a subsidiary that includes a
foreign operation that does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not recognised in
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Equity-settled share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on a
straight-line basis over the vesting period, with a corresponding increase
in share options reserve.

At the end of each reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The impact
of the revision of the original estimates, if any, is recognised in profit or
loss such that cumulative expense reflects the revised estimate, with a
corresponding adjustment to share options reserve.

When share options are exercised, the amount previously recognised in
share options reserve will be transferred to share premium. When the
share options are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share options
reserve will be transferred to retained profits.

Retirement benefit costs

Payments to defined contribution retirement benefit plans, including
state-managed retirement benefit scheme and the Mandatory Provident
Fund Scheme, are recognised as an expense when employees have
rendered service entitling them to the contributions.

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 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 differences 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 goodwill or 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.

For the year ended 31 December 2014
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For the year ended 31 December 2014
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Taxation (Cont'd)

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries and associates, except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments 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.

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 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. Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is included in the
accounting for the business combination.
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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.

Income tax

The Group is subject to income tax in various jurisdictions. Significant
judgement is required in determining the amount of the provision of tax
and the timing of payment of the related taxation. Where the final tax
outcome is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
periods in which such determination are made.

The Group is subject to land appreciation tax (“LAT”) in the People’s
Republic of China (the “PRC”). However, the implementation and
settlement of this tax varies among various tax jurisdictions in cities of
the PRC, and the Group has not finalised certain LAT calculation and
payments with local tax authorities in the PRC. Accordingly, significant
judgement is required in determining the amount on the appreciation
of land value and its related LAT. The Group recognised LAT based on
management’s best estimates according to the understanding of the tax
rules.

During the year, the Group incurred LAT of approximately HK$4,417,000
(2013: HK$6,062,000) which was charged to the consolidated statement
of profit or loss as income tax expense. The directors considered the
amount charged to the consolidated statement of profit or loss to be
adequate as this is calculated according to the method which is in
compliance with the existing rules and interpretation of LAT.

For the year ended 31 December 2014
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For the year ended 31 December 2014
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont'd)

Critical judgements in applying accounting policies (Cont’d)
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 have determined that certain of the
Group’s investment properties amounting to HK$231,250,000 (2013:
HK$242,304,000) situated in the PRC 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. The presumption that the carrying amounts of certain of the
Group'’s investment properties situated in the PRC are recovered entirely
through sale has been rebutted and the deferred tax on the changes
in fair value of these investment properties is recognised according to
the relevant tax rules. For remaining investment properties amounting
to HK$70,488,000 (2013: HK$76,595,000), the presumption that the
carrying amounts of these investment properties measured using fair
value model were recovered entirely through sales was not rebutted. As
a result, the Group has recognised additional deferred tax in respect of
the LAT as the property holding companies in the PRC are subject to
LAT and enterprise income tax (“EIT”) in the PRC upon disposal of the
properties.

Key sources of estimation uncertainty

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

Income tax

No deferred tax asset has been recognised in respect of tax losses of
HK$125,060,000 (2013: HK$88,558,000) as it is not probable that
taxable profit will be available due to the unpredictability of future profit
streams. The realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary differences will be
available in the future. In cases where the actual future profits generated
are more than expected, additional recognition of deferred tax assets
may arise, which would be recognised in the consolidated statement of
profit or loss for the period in which it takes place.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (Cont'd)

Key sources of estimation uncertainty (Cont'd)
Fair value of investment properties

Investment properties with a carrying amount of HK$301,738,000
(2013: HK$318,899,000) are stated at fair value based on the valuation
performed by independent professional valuers. In determining the
fair value, the valuers have used a method of valuation which involves
certain assumptions of market conditions. In relying on the valuation
report or making their own valuation, the directors of the Company have
exercised their judgement and are satisfied that the method of valuation
is reflective of the current market conditions.

Information about the valuation techniques, inputs and key assumptions
used in the determination of the fair value of investment properties are
disclosed in note 16.

Valuation of properties held for sale and properties held under
development

Management determines the net realisable value of completed
properties held for sale with carrying amount of HK$359,633,000 (2013:
HK$343,501,000) by using prevailing market data such as most recent
sale transactions and market survey reports available from independent
qualified professional valuers, and internal estimates of costs based on
quotes by suppliers.

Management’s assessment of net realisable value of properties held
under development with carrying amount of HK$105,465,000 (2013:
HK$457,085,000) requires the estimates of future cash flows to be
derived from these properties. These estimates requires judgement as
to the anticipated sale prices by reference to recent sales transactions in
nearby locations, marketing costs (including price discounts required to
stimulate sales) and the expected costs to completion of properties, the
legal and regulatory framework and general market conditions.

The Group has recognised an impairment loss amounting to
HK$2,318,000 during the year (2013: HK$14,836,000) which is
included in cost of sales. Where there is any decrease in the estimated
selling price arising from any changes to the property market conditions
in the PRC, a further loss will be recognised on the properties held for
sale and properties held under development and properties held for sale
in the consolidated statement of profit or loss.

SEGMENT INFORMATION

Information reported to the executive directors of the Company, being
the chief operating decision makers, for the purposes of resource
allocation and assessment of segment performance is mainly focused on
property development and property investment in the PRC. No operating
segments identified by the chief operating decision makers have been
aggregated in arriving at the reportable segments of the Group.

For the year ended 31 December 2014
HE-_ZT-—N&+-_A=+—HILFE
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HE-_ZT-—NE+-_A=+—HILFE

5. SEGMENT INFORMATION (Cont'd)
Segment revenues and results

The following is an analysis of the Group’s revenue and results by
operating and reportable segment:

For the year ended 31 December 2014

e VI HRAR M

5. oE&ER®E)

DR E R FEE

AT RAEBREERATZ2RD B R EEDN
DT

BE—Z2-DNE+-A=t—-RILFE

Property Property
development investment Consolidated
MEERE YIERE Foy
HK$’000 HK$’000 HK$’000
FE T FET FHET
SEGMENT REVENUE DS
External sales SNSREHE 509,845 14,460 524,305
SEGMENT RESULTS DEESR
Segment profit (loss) HIABF(EE) 54,865 (12,589) 42,276
Other unallocated income EfbARDEUA 2,173
Corporate expenses RNAIFAY (48,380)
Share of results of associates PRGBS A RIZER 7,038
Gain on disposal of subsidiaries B A Bl 39,166
Profit before tax SRR &F 42,273
For the year ended 31 December 2013 BE_Z—=F+_A=+—HLEE
Property Property
development investment Consolidated
VIR YERE 4RA
HK$'000 HK$'000 HK$'000
T FAT FAT
SEGMENT REVENUE ok UG
External sales SNREHE 199,485 12,917 212,402
SEGMENT RESULTS DEER
Segment profit DEERF 15,801 11,494 27,295
Other unallocated income EAbARDEUA 1,215
Corporate expenses ARIAZ (35,687)
Share of results of associates i et NE e 19,848
Gain on deregistration of a subsidiary i — B A AUk es 8,898
Profit before tax LRI &R 21,569

The Group does not allocate other unallocated income, corporate
expenses, share of results of associates and gain on disposal/
deregistration of subsidiaries to individual reportable segment profit or
loss for the purposes of resource allocation and performance assessment
by the chief operating decision makers.

The accounting policies adopted in preparing the reportable segment
information are the same as the Group’s accounting policies described in
note 3.

AEENEREELERAREHERD BN EE
EMBEMRDEREA - AR - BIEHE AR
EERHE AEHER RN EE B A2
HAOEHBEEA

REFAIEHRD BERTERAN S BRAREER
MIFE3Pr#E A S ET IR ERAAR o
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For the year ended 31 December 2014

HE-_Z-—NF+-_A=+—HILFE
SEGMENT INFORMATION (Cont'd) 5. 2EER@E)
Segment assets and liabilities PEEEREE
The following is an analysis of the Group’s assets by reportable and LNTAREEZRAIZR/EEENBENEELN © B
operating segment, no liabilities are presented as the information is RBERERAIEETEEERNETELEERRES
not reportable to the chief operating decision makers in the resource waE ALV ESIZEER
allocation and assessment of performance:
Segment assets DB E
2014 2013
—E—ImF —T—=F
HK$'000 HK$'000
FET FHBT
Property development e 684,540 1,090,503
Property investment MELE 401,848 405,396
Total segment assets BB E 1,086,388 1,495,899
Goodwill [GES - 29,249
Interests in associates B A R AR - 137,922
Corporate assets NEBE 226,666 213,806
Total assets BEE 1,313,054 1,876,876
For the purposes of monitoring segment performance and allocating e gJ/\*g%Z PERANERIE  BREZE R
resources between segments, all assets are allocated to operating B NRINESNARIBEEN  TEEESREL
segments other than goodwill, interests in associates and corporate S oKE o
assets.
Other segment profit or loss information HitpEERER
The following charges (credits) are included in the measurement of ATHEKGEA) EBEEDEIERNTE
segment profit or loss:
For the year ended 31 December 2014 BE-—FE-—NE+=-BA=1+—HLEE
Property Property
development investment Unallocated Consolidated
MEBR MERE RO wa
HK$’000 HK$’000 HK$’000 HK$’000
FiExT FExT FExT FExT
Depreciation of property, Y% -~ BE REETTE
plant and equipment 506 725 687 1,918
Fair value changes on investment HEMEN AR EEZS)
properties - 9,765 - 9,765
Impairment loss on properties FEVMERREEE
held for sale 2,318 - - 2,318
Interest income FEUA (4,430) (1,730) (2,022) (8,182)
Finance costs FLEZ N - 1,653 - 1,653
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5. SEGMENT INFORMATION (contd) 5. 7¥&ER®E)
Other segment profit or loss information (Cont'd) Hitp BEmER(E)
For the year ended 31 December 2013 HE-_Z-—=F+-A=+—HItEE
Property Property
development investment Unallocated Consolidated
MFEERE YR E RO RE
HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT FAT FAT

Depreciation of property, Y% BREREETE

plant and equipment 472 1,123 676 2,271
Fair value changes on investment BEMEN AR BEE

properties - (11,101) - (11,101)
Impairment loss on properties held FEERRBEEIE

for sale 14,836 - - 14,836
Loss on disposal of investment properties H &% & ¥R E1E - 150 = 150
Interest income FBUA (3,488) (1,656) (365) (5,509)
Finance costs B& Bk X = 1,828 = 1,828
Geographical information HhEE R
No geographical information is presented as the operations, major HRASENER FEXFPREEAZURT
customers and assets of the Group are substantially located in the PRC. AT 25 R E R o
No major customers contributed over 10% of the total sales of the Group BHE_Z-—"NEER_ZE—=F+_A=+—HIF
for the years ended 31 December 2014 and 2013. BV EFZEFPEREBEBHEELZNI0% -

6. REVENUE 6. W=

The following is an analysis of the Group’s revenue from its major AR AREEEEEBEZEABREN DT

business activities:

2014 2013

—Z2-mF —T—=F

HK$’000 HK$'000

FHExT FHBT

Sale of properties held for sale HEFEME 509,845 199,485
Rental income from investment properties REMERSWA 14,460 12,917
524,305 212,402
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For the year ended 31 December 2014
HE-_ZT-—N&+-_A=+—HILFE

7. OTHER INCOME 7. EHWA
2014 2013
—E-lmEF =%
HK$’000 HK$'000
THET FHT
Interest income from banks KRB RITHF EHA 8,182 5,509
Exchange gain, net & 5 U a5 558 = 844
Gain on disposal of property, plant and equipment HEDE - BB REENRE 184 =
Others Hih 1,100 2,748
9,466 9,101
8. FINANCE COSTS 8. ®WMERA
2014 2013
—ZE-mF —=—=F
HK$’000 HK$'000
FEx T
Interest on borrowings which are repayable within ERAFANEENBEFNEER :
five years:
Bank loans RITER 2,046 3,260
Other loan HER = 6
Imputed interest expense on loans from IR AR SR B SR AT B F S
non-controlling shareholders 106 1,066
2,152 4,332
Interest on borrowings which are repayable ERAFREENEENEER
after five years:
Bank loans RITER = 420
2,152 4,752
Interest on convertible notes (note 28) AR IR R B (A7£28) 2,929 9,010
Total borrowing costs HBEE A 5,081 13,762
Less: Amounts capitalised in properties held under W BRERRYEER(E
development* HrEE> (3,428) (11,934)
1,653 1,828
3 The finance costs have been capitalised at a rate of 2.67% (2013: 3.85%) * RERAREIRENE2.67% (ZE—=4% : 3.85%)&
per annum. A1k -
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o

e VI HRAR M

PROFIT BEFORE TAX 9. BRBIATEF
2014 2013
—E—NEF —E—=F
HK$’000 HK$'000
FHET FHT
Profit before tax is arrived at after charging (crediting):  EB¢ATZ2F TH &40k (FHA) -
Cost of properties sold EHYERRKAR 410,276 163,013
Impairment loss on properties held for sale FHEMEARERE 2,318 14,836
Cost of properties held for sale recognised as expense  FERR/A R S HE E WS A 412,594 177,849
Depreciation of property, plant and equipment Y - BB RBHEITE 1,927 2,621
Less: Amount capitalised in properties held B B BERPYFEE AR
under development i (9) (350)
1,918 2,271
Outgoings in respect of investment properties BRERAFEEEERSKRAZ
that generated rental income during the year BN 3,239 2,844
Operating lease charges in respect of land BRI REFHLEHEEA
and buildings 1,490 356
Impairment loss on goodwill (note 14) R EEE (At 14) 16 7,799
Impairment loss on amount due from an associate FEUS— A RSB R R E RS 1B 19 =
Impairment loss on other receivables H A FE UG IE KR (E 518 = 74
Auditor's remuneration %A B 1,900 1,350
Staff costs BITRKA
— Directors’ emoluments (note 11) — EEMe(WaE1l) 22,210 12,868
— Salaries and other benefits in kind — Fe REMEYF= 19,600 21,437
— Compensation* — BE{E~ 19,365 -
— Amount recognised as expense for — R AR EFIBLAF X K 2058
retirement benefit costs 2,089 1,655
Less: Amount capitalised in properties held B BB R YIEE AR
under development E¢: ) (5,648) (11,415)
57,616 24,545
(Gain) loss on disposal of property, HEWZE - HE REEN (K BB
plant and equipment (184) 8
Loss on disposal of investment properties HEREYENERE = 150
Exchange loss (gain), net i 5 &R (e ) F58 1,711 (844)

This amount represented compensation to staffs,
severance payments, discretionary awards and complimentary payments,
to be payable by the Group to its employees in Suzhou, the PRC, as part of
the sale and purchase of shares in the Company as mentioned in note 1.
Such an amount has been recognised as an expense in the consolidated
statement of profit or loss during the year ended 31 December 2014 and

included mainly

will be paid to its employees within one year from the Completion Date.

HPERSHES

* S EENEIMRELETRE  TEREAKE

ENERTEFMNEE 2 TBENE  HSRBR
ERBEBEARBRMD Z &7 °
ZERERNBE_FT-NE+_A=+—HLFE
ZEABRRRTHEAR/FZ AR TR A e —
FAXNTEES -

#2 (TE) BERERRLR

— T EER
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For the year ended 31 December 2014
HE-_ZT-—N&+-_A=+—HILFE

10. INCOME TAX EXPENSE 10. FRE%iRX
2014 2013
—E-lEF —E—=F
Notes HK$’000 HK$'000
Ktat THET FHT
Current tax BNERTEIE
PRC EIT AR SRS R (a) 21,143 15,273
PRC LAT A B + M (E R (b) 4,417 6,062
25,560 21,335
Deferred tax (note 18) RIEFRIA(HTE18) 2,014 4,895
Total income tax expense FriiSHiF X 458 27,574 26,230
Notes: HiaE
(a) Under the Law of the People’s Republic of China on Enterprise Income Tax (a) REBFEAREMBCEMEFE(SEMER])
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate MEEMSREEREN B =TS N\F—H—H
of the PRC subsidiaries is 25% from 1 January 2008 onwards. #2 - FREIME AR BR A25% °
No Hong Kong Profits Tax has been provided for as the Group had no B A 7N 5= B A R B 4F I R (T (i ST FE R L A A -
estimated assessable profits for both years. HOE A SRR BB TS T ST IR B4 -
(b)  Under the Provisional Rules on LAT Implementation Rules of the PRC (b)) WER—NANAF—A=+tBHEHENTELHE
implemented on 27 January 1995, all gains from the sales or transfer of ERETHROIEEAL - FraEEEREERT
land use rights, buildings and their attached facilities in the PRC are subject B 1 (55 FR AR 48R Ik EL AR R AR it T 8 15 1) M 2
to LAT at progressive rates ranging from 30% to 60% on the appreciation HARN T IRETR - MR T IS ERE(RNEEY
of land value, being the proceeds of sales of properties less deductible EMBFIER AR L - BIE T AEA AR &
expenditures including cost of land use rights and all property development FIEMEERAS)AREEFE - BH30%ZE60%T
expenditures. Fo
The income tax expense for the year can be reconciled to the profit NEERBRIR S ] HiRE B ROBRT AT R F L
before tax per the consolidated statement of profit or loss as follows: BRUAE -
2014 2013
—E-lmEF —E——F
HK$’000 HK$'000
FHET T
Profit before tax R 35 B 2 A 42,273 21,569
Tax at the PRC EIT at 25% B25%THR(ZT—=4F : 25%)

(2013: 25%) BN B 2 PTS BREL IR 10,568 5,392
Tax effect of share of results of associates DB E R REENTBE (1,759) (4,962)
Tax effect of expenses not deductible for tax purposes 7~ A] 1751 B sz 8951 76 5 28 9,408 11,395
Tax effect of income not taxable for tax purposes BEFRHRENTRIETE (11,568) (1,836)
Tax effect of deductible temporary differences RO HR L B = KA

not recognised mEE 580 3,709
Tax effect of temporary difference arising ROIRBFTEIF L R =

from withholding tax for undistributed profits FTEENRISR 2 6,556 1,549
Tax effect of tax losses not recognised AERTIBBENTRIETE 9,126 5,610
PRC LAT charge A B + A3 (E A S H 4,417 6,062
Others Efth 246 (689)
Income tax expense for the year REZAERHFASZ 27,574 26,230
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e VI HRAR M

11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 1. EEREEMS
(a) Directors’ emoluments (a) E=ME
The emoluments paid or payable to each of the 16 (2013: 9) BN EMNIE(ZE—=F:9%)EXFH
directors were as follows: HIFENEA T
Salaries,
allowance  Compensation Contributions
and other for loss Gratuityand  to retirement
benefits of office  discretionary benefit
Fees in kind as directors bonus scheme Total
e RER HmMek  RINEFEE
e HpEYNE ESHRHE WIBTEAL {5 @it
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i3 THET THT THT T FHT THET
2014 “EZ-mE
Executive directors HTES
Miss HUANG Jingshu EAET/ME (a) - 1,718 - - - 1,718
Mr. YIM Chun Leung Bkt (c) - 2,759 2,721 820 237 6,537
Mr. YE Xingan ERZGE (a) - 327 - - - 327
Mr. CHEN Tieshen P & St (a) = 327 - - - 327
Ms. DENG Chengying ¥EELE  (a) - 205 - - - 205
Mr. TAOCHAIFU Choofuang MEEEE (b) - 541 1,685 - 60 2,286
Mr. TAO Richard BRI E (b) - 167 2,197 - 85 3,049
Mr. TAO Paul ML E (b) - 767 2,159 - 85 3,01
Mr. KONG Mui Sum Lawrence PESECS (b) - 811 2,321 680 123 3,935
- 8,222 11,083 1,500 590 21,395
Non-executive director EHTEE
Mr. CHAN Bernard Charnwut P %D 8 4 A (b) 83 - - - - 83
Independent non-executive directors B FHTES
Mr. ZHU Jiu Sheng RNBEE (a) 158 - - - - 158
Mr. WANG Jing FHEE (a) 139 - - - - 139
Ms. HU Gin Ing wEELt (@) 158 - - - - 158
Mr. WONG Gary Ka Wai FRERE (b) 111 - - - - 111
Mr. SUN Leland Li Hsun VAVE it (b) 83 = = = = 83
Mr. CHAN Norman Enrique fRé~r s A (b) 83 - - - - 83
132 - - - - 132
815 8,222 11,083 1,500 590 22,210

Notes: (a) Appointed on 15 May 2014
(b) Resigned on 5 June 2014

(c) Acted as the Chief Executive Officer of the Company since

7 July 2014.

Kt - (@) R-T-NFRARTHAAEZRE
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For the year ended 31 December 2014
HE-_ZT-—N&+-_A=+—HILFE

11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Contd) 11. EEREEME @)
(a) Directors’ emoluments (Cont'd) () EEME(E)
Salaries,
allowance and Gratuityand  Contributions
other benefits ~ discretionary  to retirement
Fees in kind bonus  benefit scheme Total
e EMR  ORMER RINEFEE
e HoEDE [N s st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THIL THL THT THT THIL
2013 —E-=F%
Executive directors YTES
Mr. TAOCHAIFU Choofuang k=g - 1,300 326 64 1,690
Mr. TAO Richard BRI E - 1,846 461 93 2,400
Mr. TAO Paul PR T A - 1,846 461 93 2,400
Mr. KONG Mui Sum Lawrence IAAREE = 1,950 487 101 2,538
Mr. YIM Chun Leung iR - 2,304 576 124 3,004
- 9,246 2311 475 12,032
Non-executive director FHTES
Mr. CHAN Bernard Charnwut BREBRAE 193 = - = 193
Independent non-executive directors BUFHTES
Mr. WONG Gary Ka Wai IRERE 257 = = = 257
Mr. SUN Leland Li Hsun BB E 193 - = = 193
Mr. CHAN Norman Enrique Bt 193 = = = 193
643 - - - 643
836 9,246 2311 475 12,868
No share option was granted to directors of the Company for the HE_ZT-—NFER-_T—=F+=-A=+—H
years ended 31 December 2014 and 2013. IEFE - BERQ R ESEREMEREE -
No directors waived or agreed to waive any emoluments for the BE-_E-NER_ZT—=F+_HA=1+—H
years ended 31 December 2014 and 2013. IEFE - BEESHEIRERETANE -
(b)  Employees’ emoluments (b) EEMS
The five highest paid individuals in the Group for the years ended HE_ZT-—NFER-_T—=F+=-A=+—H
31 December 2014 and 2013 were all directors of the Company IEFE  REBRERSHMMATHARAF]
and details of their emoluments are reflected in the analysis % c AABENS ZFBWAESWTFR ©
presented above.
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12. DIVIDENDS 12. BRE
2014 2013
—E—NmEF —E—=F
HK$’000 HK$'000
FET FHT
Dividends recognised as distribution during the year: ~ ANEE{EDEMERHIRE.
Final dividend of 0.2 HK cents per ordinary share M-E——FRAEDIRMTH
for 2012 paid as distribution during the year RERR% B BFR% A% 0. 27811 - 2,579
No dividend for the years ended 31 December 2014 and 2013 has been ARRAEFEERTREHE T NFR_F—
proposed by the directors of the Company. =F+-_A=+—HILFERKS -
13. EARNINGS (LOSS) PER SHARE 13. BRER(EE)
The calculation of the basic and diluted earnings (loss) per share AREIBRREMERERNREERF (EE) IER
attributable to the owners of the Company is based on the following data: LATREIRETH -
2014 2013
—E-mEF —T—=F
HK$’000 HK$'000
FET FET
Earnings (loss) EF(EE)
Earnings (loss) for the purposes of basic and TREAR R EERF R BT ()
diluted earnings per share 16,326 (14,739)
2014 2013
—E—F —T—=F
Number of shares RHEE
Weighted average number of ordinary shares ERREARZF (EE) T @ik
for the purpose of basic earnings (loss) per share I 1,353,716,018 1,291,544,460
Effect of dilutive potential ordinary shares in respect of A N E BB EE LR E
— Share options — AR 6,867,344 -
— Convertible notes — Al AR R IR 21,718,555 =
Weighted average number of ordinary shares for TG ESE & R B @ PR hnaE 1 8
the purpose of diluted earnings per share 1,382,301,917 1,291,544,460
No diluted loss per share for the year ended 31 December 2013 was BHE-ZT—=F+-"A=1+—HILFELEZFF
presented as the exercise of share options and conversion of convertible ISR EEE B8 - T RN TT (B ARAE R B HA AT i
notes would result in a reduction in loss per share for the year ended 31 BEESEREE T =F+_A=+—HLHF
December 2013. EHEIREE -
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14.

For the year ended 31 December 2014
HE-_ZT-—N&+-_A=+—HILFE

GOODWILL 14. BHE
2014 2013
—E-lmEF =%
HK$’000 HK$'000
THET FHT
Balance as at 1 January R— A —Br%EH 29,249 37,048
Derecognised on disposal of subsidiaries (note 33) BRIEERHENB AR (A1:#33) (29,233) -
Impairment SR (16) (7,799)
Balance as at 31 December R+ A=+—Ha&EH - 29,249

As at 31 December 2013, goodwill mainly represented an amount of
HK$26,122,000 (net of accumulated impairment loss of HK$7,550,000)
that arose from acquisition of a subsidiary in 2005, which was allocated
to one cash generating unit (CGU) with its principal activities being hotel
operation and property investment.

The recoverable amount of the CGU was measured based on fair value
less costs to sell, which was determined according to the estimated sales
proceeds with respect to the possible disposal of the entire interests in
the CGU. As at 31 December 2013, the recoverable amount of the CGU
determined using the above basis is lower than its carrying value by
HK$7,550,000. Accordingly, an impairment loss of HK$7,550,000 was
recognised.

During the year ended 31 December 2014, the whole amount of goodwill
was derecognised upon deregistration or disposal of subsidiaries (see
note 33).

RZEBE—=F5+-_A=+—-—HBH BEIXE2A
26,122,0007% 7T (48 0 k& 2 51 18 &5 187,550,000/
JL) e ZeBRAR_ZTAFWRE—HHBAR -
MzcBrRT EARCELENVN(BHEELS
firl) ZMBARZ EZEK AKLBERIEED
%o

ReELEUNAERESRTIRA L EERHEX
ANAtE - Ul ENREELEEM T EEEE
ZIEHHERRMEE - R-E—=F+=-A=+
—B - REBALEEEF RS EEBMANA @K
SRR HREES7,550,0008 7T  Elt - EHR—
TE )R (B 587,550,000 7T

RE-T—MFE+-A=+—BILEE  REH
HEHBAR - FAEEE R LR LHIESS) -
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BERR®E

Leasehold Operating Furniture
land and Leasehold Motor and office and
buildings  improvements vehicles equipment fixtures Total
HELTH EER
kiEF HEWMEEE AE L OBAERE ERREE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET THET THET THET TET
COST AR
At 1 January 2013 R-ZE—=F—HF—H 51,082 9,866 3,270 4,668 2,668 71,554
Exchange differences ME 5 Z=%A 352 256 84 143 39 874
Additions NE - 265 124 30 162 581
Disposals/Written Off HE s = (43) = (86) (84) (213)
At 31 December 2013 R-E—=%F
+=—A=+—8H 51,434 10,344 3,478 4,755 2,785 72,796
Exchange differences PEH =58 (264) (194) (59) (95) (28) (640)
Additions NE - 564 - 876 309 1,749
Disposals HE = - (838) (1,606) (148) (2,592)
Derecognised on disposal of RIEFER L E
subsidiaries RPN (40,160) (1,720) (500) = (1,585) (43,965)
At 31 December 2014 RZZE—mF
+=—A=+—~H 11,010 8,994 2,081 3,930 1,333 27,348
DEPRECIATION e
At 1 January 2013 R-_E—=%F—H—H 4,241 9,283 2,106 4,489 2,076 22,195
Exchange differences e 5 =% 85 243 52 138 28 546
Provided for the year FERAE 1,358 510 479 68 206 2,621
Eliminated on disposalsiwritten off & /i §4 = % - (40) - (77) (60) (177)
At 31 December 2013 R-ZT—=4F
+=—A=+—H 5,684 9,996 2,637 4618 2,250 25,185
Exchange differences X =50 (75) (187) (43) (92) (23) (420)
Provided for the year FERE 823 162 437 158 347 1,927
Eliminated on disposals/written off  Hi &/ Hfi #5 2 %584 - - (677) (1,606) (148) (2,431)
Eliminated on disposal of HEKT B A A 2 ¥ 8
subsidiaries (2,945) (1,720) (500) = (1,336) (6,501)
At 31 December 2014 M-ZE 4
+=—A=+—~H 3,487 8,251 1,854 3,078 1,090 17,760
CARRYING VALUES BREE
At 31 December 2014 R-ZT—O4F
+=—A=+—H 7,523 743 227 852 243 9,588
At 31 December 2013 NoE—=4%
+=—A=+—H 45,750 348 841 137 585 47,611

HREER M DB R BT - MR
BEfhihE s X EBEHELMBEEDE  BE
RiEE ©

Owner-occupied leasehold land located in the PRC is included in
property, plant and equipment as the allocations between the land and
buildings elements cannot be made reliably.
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15.

PROPERTY, PLANT AND EQUIPMENT (Contd)

Property, plant and equipment are depreciated, using the straight-line
method, at the following rates per annum:

Over the shorter of the term of
the lease or 2% — 5%
10% — 20%

Leasehold land and buildings

Leasehold improvements

Motor vehicles 20%
Operating and office equipment 5% — 20%
Furniture and fixtures 20%

Carrying amount of the Group’s leasehold land and buildings held under
long leases comprises:

15.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

W% - BERRE @)

ME - BEMREBABER T FRGRITE

HELHRET HE 2% — 5%

VAR RE 3 e
HEMREE 10% - 20%
T 20%
EERMAERE 5% — 20%
BREE 20%

AEEFHERMAE L METFTHREERS

2014 2013

—ZE—-mF =%

HK$’000 HK$'000

T T

Land in Hong Kong REBR it - 37,483
Land outside Hong Kong REB AN Tt 7,523 8,267
7,523 45,750

As at 31 December 2013, certain leasehold land and buildings with
the aggregate carrying amount of HK$37,483,000 were pledged to
secure certain bank loans granted to the Group (note 29(a)). As at 31
December 2014, the properties have been derecognised upon disposal
of subsidiaries (note 33).

RZEBE-—=Z=F+ZA=+—HB REELR
37,483,000/ T A THE L RIEFTE TR -
NERAEBER S TRITER(HE29()) » 7
—E-MNETZA=+—H ARHEWBLA -
ZFE B (HIRE33) °
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

16.

INVESTMENT PROPERTIES

e MR

16. REW=E

2014 2013

—E—NmEF —T—=%F

HK$’000 HK$'000

FET FAT

At beginning of the year F4) 318,899 304,594

Disposals k== - (6,691)
(Decrease) increase in fair value recognised CRA)E MR B R AR EE

in profit or loss (9,765) 11,101

Exchange differences PE 5 =%8 (7,396) 9,895

At end of the year FR 301,738 318,899

All of the Group’s investment properties 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.

As at 31 December 2014, certain investment properties of
HK$160,500,000 (2013: HK$167,680,000) were pledged to secure
certain bank loans granted to the Group (note 29(a)).

Investment properties included leasehold interests in land located in the
PRC under long lease.

The fair value of the Group’s investment properties as at 31 December
2014 and 31 December 2013 has been arrived at on the basis of a
valuation carried out on the respective dates by Messrs Knight Frank
Petty Limited, independent qualified professional valuers not connected
to the Group.

The fair value, which falls under Level 3 of the fair value hierarchy, was
determined based on the capitalisation of net income method, where
the market rentals of all lettable units of the properties are assessed by
reference to the rentals achieved in the lettable units as well as other
lettings of similar properties in the neighbourhood. The capitalisation rate
adopted is made by reference to the yield rates observed by the valuers
for similar properties in the locality and adjusted based on the valuers'
knowledge of the factors specific to the respective properties.

There has been no change from the valuation technique used in the
prior year. In estimating the fair value of the properties, the highest and
best use of the properties is their current use.

AEBHMAR/EDRES I REARTHER M REE
HERB2REYFE R DRAARBERRG
B WD BEMARBREME

M-Z—WE+=-A=+—H ' £160,500,000/ T

— T — =4 :167,680,0008TC) A TIREME
B WERAEEERNE TRITER(HE
29(a)) °

REMERELRNTEFERAHEN T HE

AEBR_Z—NFEF+_A=F+T—HRZZ—=%F
+TZA=+—RAZBREVMEERAABEIE  %E
JEMEZ AR EBETIRBEFRAFTEITER A A
RZzEBHETHEBEER - 228 A HELXEE
WIRRRE 2 B & BN EEGERAT -

RARBEEE=ZRBERZAAEE  REKSFE
EERNCERE  REVEMBALEETLZTSE
T DHB2EZENEEETAEATEE AR TN
AR M E T 2 B E M IEL R - AR
M2 BRMELERTIZ2E HEMRZ AU EER
IS EMmEMmEE  WRERGEEMESYMERSEZ
TRRMIELTE o

PRERAERE T AR EFREE — B - (AFHIEN AR
EER - MEN&RRRERERBATRE

83

#2 (TE) BERERRAR —FTOFFH



Notes to the Consolidated Financial Statements

e IR MR

16.

INVESTMENT PROPERTIES (Cont'd)

The fair value of the Group’s investment properties is a recurring fair
value measurement. The following table gives information about how
the fair values of these investment properties are determined, as well
as the fair value hierarchy into which the fair value measurement are
categorised (Level 3), based on the degree to which the inputs to the fair
value measurement is observable.

Investment properties

held by the Group in the

16.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

REWE#)

NEBREMEN DA EBERBLEER R BER
B TXHBEBERSREAMELABENEES
FARIZBARBEFEGARBENITERRE
B BEEESEEAABENZ2(E=ZREINA
REESEHAT ¢

Relationship of

consolidated statement  Fair value Valuation unobservable inputs
of financial position hierarchy  technique(s) Significant unobservable input(s) to fair value Range
TEBRGFEHHERR DAEE T B EE A RIS
BRTFENREY 3 fh{E i FEF ARG AHE HARBENER &6E
Residential units — Level 3 Income Capitalisation rate, taking into The higher the 1% to 4.5% (2013:
Suzhou Garden Villa approach account of the capitalisation of capitalisation rate, 1% to 4.5%)
Phase 1,2 and 3 rental income potential, nature the lower the fair
with an aggregate of the property and prevailing value.
carrying amount of market condition.
HK$82,488,000
(2013: Market unit rents were obtained The higher the RMB37 to RMB42
HK$90,035,000) from making reference to the market unit rent, (2013: RMB40 to
current rent, the prevailing the higher the fair RMB42)
market rental level and taking value.
into account of location, size etc.
(RMB/sg m/month).
FEEBN —BEMSE F=R Wasik KERMERSWABER LT BERMCLLEHES - 1%%Z4.5%
— = =HRM|E 7 MEME A RIBITTIS IR AABEBIE - ZTE—=F:1%
{B#£%E82,488,000 BB o £45%)
BR(ZE—=%F:
90,035,000/ 7T) MiZEMHAESH2RAITHS - B WmiHELHESs ARMEI7E AR¥42
TS HEEKRT  WERLE = AREE —E—=%F:
RNNERERMBARE FH M e AR#40%
KR) - ARBEA2)
Shopping arcades Level 3 Income Capitalisation rate, taking into The higher the 4.75% to 6.5%
with an aggregate approach account of the capitalisation of capitalisation rate, (2013: 4.75% to
carrying amount of rental income potential, nature the lower the fair 6.5%)

HK$219,250,000
(2013:
HK$228,864,000)

BYRsEEER
%6219,250,000%
T(ZT—=4%:
228,864,000/ 7T

BE=R WezmE

of the property and prevailing

market condition.

HRHIBE AL o

Market unit rents were obtained
from making reference to the
current rent, the prevailing
market rental level and taking

KEBMERSWAENMEH)E
N WEMEEUARRITH S G

into account of location, size etc.

(RMB/sg m/month).

KR -

There was no transfer into or out of Level 3 during the year.

MHBEMAEI2RR[THEE B H5
IR HEEKE  AEBAE - /N
RNERZFBARKE,FH

value.
BN EBS - 4.75%%6.5%
R BEEBIE - —E-=5F:
4.75%%6.5%)
The higher the RMB130 to
market unit rent, RMB190 (2013:
the higher the fair RMB130 to
value. RMB187)
BiAeHS @ ARKL0E
REEYS - AREE190
(Z2—Z=F: A
RE130EARK
187)

RER » WEBANEHRNE=A
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

e MR

17. INTERESTS IN ASSOCIATES 17. REE QTS

2014 2013
—E—EF —E—=F
Notes HK$'000 HK$'000
Htat FET FAT
Share of net assets LB EFE (a) = 137,678
Amount due from an associate JE U — RS i 1 B 30IE (b) - 244
- 137,922

Notes: Kiret
(a) Particulars of associates as at 31 December 2013 were as follows: (@ RZZE—=F+-A=1+—HBHBMEARNFBENAT:

(b)

Place of incorporation/

Company name establishment and operation Percentage of interest held Principal activities

AR EB FEMBRSL BRI % it B FiEEER D FTEEK

Beijing Landmark Towers Co., Ltd. (“BLTCL")* PRC 30.05% Hotel ownership and

EtREHAREGRAR(EREET])* & property investment
BEREERDFERE

Art Shine Limited** HK 40% Inactive

MR R AR BB Em

@ The associate was disposed of during the year through disposal of * RERNDEBEENBA R L SZEE AR

subsidiaries for the year (see note 33).

o The associate was deregistered during the year.

The amount due is unsecured, interest-free and not repayable within twelve
months from the end of the reporting period.

(b)

(RHIE33) -
> ZBERTEERFAH o

BRPEREER - 28 - BBAARSEHRET
T ERAEE -
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For the year ended 31 December 2014
(BT NE+—A=+—RAIFE

17. INTERESTS IN ASSOCIATES (Cont'd) 17. REEEQTIMNER(E)
Notes: (Cont'd) Mz : (&)

(c) Summarised financial information of BLTCL as at 31 December 2013, in
which the financial statements were prepared in accordance with HKFRSs.

© IREFABRE_Z-—=F+"_A=+—HHNUK
AR E(EDREE BB RS ARSI SR
K)o

As at 31 December 2013
R=ZZE—=F+=-A=+—8H

HK$'000

FAT

Non-current assets EMBEE 412,109
Current assets MENEE 182,541
Current liabilities mEAE 115,918
Non-current liabilities EREaE 20,567
For the year ended

31 December 2013

HE-ZT—=F

+ZA=t+—HLFE

HK$'000

FHTT

Revenue Wz 371,391
Profit from continuing operations REAFECENET 66,048
Other comprehensive income Hfh2mEkE 3,692
Total comprehensive income 2EKERE 69,740
Dividends received from an associate LK ER — g 8 A RO AR 2, 2020

Reconciliation of the above summarised financial information to the carrying
amount of the interest in the associate recognised in the consolidated
financial statements:

A EREE R RIS REEM B AR R HR
WNEF A TSRR PR :

As at 31 December 2013
R=F—=F+-A=+—H

HK$'000

FHATT

Net assets of BLTCL tREENEEFE 458,165
Proportion of the Group’s ownership interest in BLTCL A& @A IL 7= 5= 5B/ A Z #2551 30.05%
Carrying amount of the Group’s interest in BLTCL AEERIE R E N 2 =R EE 137,678
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

18. DEFERRED TAX 18.

The movement in deferred tax (liabilities) assets arising from temporary
differences are as follows:

e MR

IESE B TE

TR EHELNREHA(BE) EENESHNT

Sales
Fair value deposits  Withholding
adjustments received tax for
on investment  and related undistributed
properties prepaid costs profits Others Total
EWEHE
RENEN ReKkEE BEMKRDIK
AREBEEAE EMARAE  BFFEOS Hth et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FAT FAT FHT FAT
Balance as at 1 January 2013 R-TE—=4F
—A—HW&EH (41,562) = (5,78b) 167 (47,180)
Charged to the profit or loss BRI (AY7710)

(note 10) (3,346) = (1,549) = (4,895)
Exchange differences [ i Z=%8 (1,393) - (112) 6 (1,499)
Balance as at 31 December 2013 AT —=4

+=—A=+—Hr%&% (46,301) = (7,446) 173 (53,574)
Credited (charged) to the profit RERRTAGOER)

or loss (note 10) (KtaE10) 3,398 1,144 (6,556) - (2,014)
Disposal of subsidiaries (note 33)  HEMB AT (H17£33) - - 3,332 - 3,332
Exchange differences P Z=%A 1,058 9) 162 4) 1,207
Balance as at 31 December 2014 R =_Z—PU4

+ZA=+—H0&E% (41,845) 1,135 (10,508) 169 (51,049)

Pursuant to the EIT Law of the PRC, a 10% withholding tax is levied
on dividends declared to foreign investors from the foreign-invested
enterprises established in the PRC. The requirement is effective from
1 January 2008 and applies to earnings after 31 December 2007. The
Group is therefore liable for withholding taxes on dividends distributed
by those subsidiaries and an associate established in the PRC in respect
of earnings generated from 1 January 2008. The deferred tax liabilities
in respect of temporary differences attributable to undistributed profits
of the PRC subsidiaries and associate have been recognised in profit or
loss.

RIBFBEDERETE  RPBEKIZHINEREKR
FIMREE SRS RRI0%H AR - bR
ER-ZEZNF—H-BRBER BAR-ZETL
F+ZA=+—HARREENERN - Bt - X&EE
AN P BERZA B AR R —HBE QRN -
TN\F— A — B ARELEN R DK E B
TRHIME o S B P B 2 B BB i A R iR R 3 Ik & A
MG E R ZR EEHIBREC N BRRTRER -
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18.

DEFERRED TAX (Cont'd)

The following is the analysis of the deferred tax balances for financial
reporting purposes:

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

18. IEAEHIE(4)

MMERE BN S - BERBRERAITAT

2014 2013

—ZE—MF —T—=F

HK$’000 HK$'000

THET T

Deferred tax assets B IEEE 1,304 173
Deferred tax liabilities FEEFRIHE & (52,353) (53,747)
(51,049) (63,574)

At the end of the reporting period, the Group has unused tax losses of
HK$125,060,000 (2013: HK$88,558,000) available for offset against
future profits. Deferred tax asset in respect of such tax losses has not
been recognised in the consolidated financial statements due to the
unpredictability of future profit streams against which the tax losses
can be utilised. The tax losses of the subsidiaries operating in the PRC
amounted to HK$28,000 (2013: HK$28,000) can be carried forward for
five years and the remaining tax losses of the subsidiaries operating in
Hong Kong will not expire under the current tax legislation.

At the end of reporting period, the Group has deductible temporary
differences of HK$17,154,000 (2013: HK$14,836,000). No deferred
tax asset has been recognised in relation to such deductible temporary
differences as it is not probable that taxable profit will be available
against which the deductible temporary differences can be utilised.

RERERR - ANEE A AR EAFEEE125,060,000
BT (—Z— =4 : 88,558,000 7T ) AT {t ¥ $5 7K 2
sw ) o B R AT A AR S R TE B 48 MO R SR AR 2 /Y
TR TERINE - BT R R AR S B IS RR A B B S 1R T
RIELEFRIEEE - RPRZENNBARNTHIEE
18/528,000/8 7T ( —ZF — =4 : 28,000/ 7T) * Al 45
BRHE  MRESEENNBRRNESRTHEEE
RIBRITR ARSI g fER °

RBEHRR A5EBHEFANBEENZ285
17,154,000/ 7o( — & — =4 : 14,836,000/ 7T ) ©
BERZS MR G EBRERARLCHEEE Ty
A 75 B IR BN 18 B B RR Bk A1l i o] B A 5 A
AR RRRS =48 o
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

e MR

19. PROPERTIES HELD UNDER DEVELOPMENT 19. BEPYE
2014 2013
—E—EF —E—=F
HK$'000 HK$'000
FHET FHT
Amounts comprise: SREE
Construction costs A 55,489 315,750
Land use rights T A 48,066 125,925
Interest capitalised FBE A 1,910 15,410
105,465 457,085
Included in properties held under development of HK$105,465,000 % R R W) 3 B $E105,465,00008 JT( —F — = F ¢
(2013: 106,838,000) is expected to be realised after twelve months from 106,838,000/ 7T ) FE RIS iR 18 + =@ A #3R -
the end of the reporting period.
20. PROPERTIES HELD FOR SALE 20. FEYHE
Properties held for sale included leasehold interests in land located in HEVESBMRTRENRE LA Sk -
the PRC under long lease.
21. OTHER INVENTORIES 21. Hit 7K
Other inventories represent low value consumables carried at cost. HEthFERZANANEARNEESER °
22. ACCOUNTS RECEIVABLE 22. FEURBRFR
2014 2013
—E-mEF —E—=F
HK$'000 HK$'000
FHET FHT
Accounts receivable FEUSARE R 10 166
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22.

23.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

ACCOUNTS RECEIVABLE (cont'd) 22. FEWNBRFR (&)
Accounts receivable represent rental income from leasing properties. ERESEEENENHES WA - EAHESBERE
Monthly rents are normally received in advance and sufficient rental EWE - WHAZENHESZREABEEERRE
deposits are held to minimise credit risk. Accounts receivable generally EUWERF N EE S MR AB30E0R(ZTE—=F :
have credit terms of 30 to 60 days (2013: 30 to 60 days) and no interest 30E60K) R TEHE  FiERIKERTUAARE(TAR
is charged. All accounts receivable are denominated in Renminbi B )EHE - AEEERFIENRRIZEZA TN
(“RMB”). The ageing analysis of the Group’s accounts receivable, based T~
on invoice dates, is as follows:
2014 2013
—E-IF —E——F
HK$’000 HK$'000
FHT FET
Within 30 days 30KAA 10 127
31 - 60 days 31 — 60K — 39
10 166
The carrying amount of accounts receivable is considered a reasonable BRERNERRERRAGEEOIAREE  BZ
approximation of fair value as this financial asset, which is measured at 1B &R E E IR B H ARSI R - T BN RS HR A 52
amortised cost, is expected to be paid within a short timescale, such that - Bt - WESEANESHKETXE -
the time value of money impact is not significant.
As at 31 December 2014 and 2013, all accounts receivable were neither R-E—NER—F—=F+_A=+—HHE
past due nor impaired. These related to a number of customers for JE S BR SR AR 260 HA R ORUME o SR IR T B HA N R 4D
whom there was no recent history of default. EERNZEEFERM -
DEPOSITS PAID, PREPAYMENTS AND OTHER 23. EftiRE  FAREREMEKRRIE

RECEIVABLES

2014 2013

—E-lmE —T—=F

HK$’000 HK$'000

FExT FABT

Deposits paid and prepayments Bz RIEHRIE 6,245 13,961
Other receivables H fth U R IE 18,155 33,582
24,400 47,543

Included in other receivables is an aggregate amount of HK$3,594,000
(2013: HK$3,680,000) receivable from a non-controlling shareholder
of a subsidiary in which the balances are unsecured, interest-free and
repayable on demand.

Pursuant to Accordcity Disposal Agreement as defined in note 33(a),
Highmind Limited should bear any duties and tax in connection with
such disposal. An amount of HK$3,198,000 and HK$578,000 have
been included in tax payable and other payables respectively as in the
opinion of directors of the Company, it is probable that the Group in the
capacity as the seller will have to pay the related tax and duties. At the
same time, an amount of HK$3,776,000 has been included in other
receivables to reflect the Group’s right to recover from Highmind Limited
any duties and tax paid relating to the disposal in accordance with
Accordcity Disposal Agreement.

H A 8 U IR B4R FE U — B T B X B SRR IR AR R AR
3,594,000 (= F — =4 : 3,680,000% 7T ) -
HEHRREER - 8 MREREE -

1R 4% Bt 5£33(a) Accordcity! & 1 = ° Highmind
LimitedZBEEB AL ESH 2B A EHIBEML - B
RARBEERA  AEBEBHREREF 2F0MEA
S HERE R IE R AR 0 #3,198,000/% 7T &%578,000
BITE 2 AllET AR B I8 K& H fth FE 58 o [FIEE -
3,776,000/ L E AT A M EUGRIEA » IARASE
& A #1R #EAccordcity i & 173 7% [MHighmind  Limited
B REEFEE N2 EMBREBIE -
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

e MR

23. DEPOSITS PAID, PREPAYMENTS AND OTHER 23. EffEe AAREREMEKRIRIE
RECEIVABLES (Cont'd) (&)
The carrying amounts of other receivables approximate their fair values. B W RIBREEEE AR BERES - EMEK
Other receivables were neither past due nor impaired and were related RIS EA N AROR (B - BT BN A e R R B %
to a number of counterparties for whom there was no recent history of BRHFEM -
default.
24. RESTRICTED BANK DEPOSITS 24, ZRFIBITENX
2014 2013
—E—mEF —T—=F
Notes HK$'000 HK$'000
Hiat FET FAT
Analysis of restricted bank deposits: TR EIERITERDAT ¢
Deposits pledged against mortgage loans MEXEERIEERM
granted to the purchasers of properties Eiigiil:ope /4 (a) 23,335 27,497
Restricted bank deposits ZRFIRITIER (b) - 8,733
23,335 36,230
Notes: B
(a) The bank deposits were pledged as security in favour of banks and financial (a) HIRNZBERERRE BEEBEEXERUREERR
institutions in the PRC which provided mortgage loans to purchasers of ERELREEMAREMEZS(SGBAIZEEH])
properties for the period from the date of draw-down of mortgage loans I BITFEREERTFEZRAEEERBIRBEER
to the date when the certificates for housing ownership and certificates of B RRIT RS REE  (ERIRES  ZSFEEH
others’ interest for housing ownership (collectively known as “Certificates”) RBEEZERZSERARRR  AARESERA
are granted to the property purchasers. Such charges would be released Z S IRTE B S B ARAE + =8 A WARRR 31T
when the Certificates are granted to the property purchasers. In the opinion KA B SRAT7F 50 R BREFI 8. o
of the directors of the Company, such charges are expected to be released
within the next twelve months from the end of the reporting period. The
deposits earn interest based on daily bank deposits rates.
(b) In accordance with the terms of the banking facilities and regulations (b) WRESTREZIEZ RS RTEGHEG - As
issued by local government, certain property development companies of the BETYEERARAREERITREPEREES
Group are required to maintain certain amount of cash at designated bank EHRG  FAEERTERRREZEZEENE
accounts for securing the repayment of bank loans and wages payments to LT AFE - ERUEBRITERFIE - 2FFHF)
contractors’ workers for construction projects. These deposits earn interest R B - FAEREBEEACRIMRTERSEE
at floating rates based on daily bank deposits rates. During the year, the A itk R ISR 1T 1 TR E fERR ©
construction projects have been completed and bank loans have been
repaid, thus the restricted bank deposits have been released.
25. BANK BALANCES AND CASH 25. RITHEBRERS

Included in bank balances and cash is an aggregate amount of
HK$88,750,000 (2013: HK$1,277,000) fixed deposits with maturity
date in January 2015, which are principal-protected yield enhancement
bank deposit carrying a minimum interest rate of 1.8% (2013: 0.1%)
per annum and can be enhanced to a maximum interest rate of 4.7%
(2013: 7.1%) per annum which is to be determined by reference to
the market interest rates, market exchange rate of United States dollars
(“USD”")/RMB or market exchange rate of Australian Dollar (“AUD”)/
USD. Such deposits contain embedded derivative representing a return
which would vary with prevailing market exchange rate of USD/RMB and
AUD/USD. The directors of the Company consider that the fair value of
the embedded derivative is minimal and hence no derivative financial
instruments are recognised.

BITEKERBESEEN_ZS—RF— AZHN TS
17 3 48 %888,750,000/8 7o ( — T — = 4F : 1,277,000
BIL) © ARAWEERIRITER » REEFERE
1.8% (ZZ—=4 :0.1%) * BaENERSFEHN=E
BAT% (ZEBE—=F:71%) WAZXEZXx(=
TDRAREZMSHERSBIT(BIT)EETZ
MBEFRMETE - ZEREERARNTELRE  H
EFHEEEETAARERDRITAETLZERTS
EXRmMES AABEERA RAXSTEIAZ
DRBEN FRRE S ERERITEMETA -
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25. BANK BALANCES AND CASH (Contd) 25. WITEBRRRES(E)
As at 31 December 2013, included in bank balances and cash was a RZE—=F+_A=+—HIFE  RITEHK
fixed deposit of HK$78,000,000 with original maturity period of more RePERIPBAZR=ERELR—FHEH
than three months but within one year. 175£78,000,000/& 7T °
As at 31 December 2014, there is no fixed deposit with original maturity HE-Z—N&+=-A=+—H #ERIHEA
period of more than three months but within one year. ZR=ERBLR—FHERFR °
The effective interest rate of cash at banks, excluding the structured BITEFNERFANE (T REBEERERFR) £0.01%
bank deposits, is in the range of 0.01% to 3.83% (2013: 0.01% to 1.25%) E383%(=ZF—=%F : 0.01%E1.25%) °
per annum.

26. ACCOUNTS PAYABLE 26. FE{TERFX
Based on the invoice dates, the ageing analysis of the Group’s accounts AEERMRFOBERIZEZESTAT ¢

payable is as follows:

2014 2013
—F-mE —T—=f
Notes HK$’000 HK$'000
Ktat THET T
Within 30 days 30RAR - 8
31 - 60 days 31 — 60X - 12
Over 365 days 365KA E 894 1,420
Rental received on behalf of landlords REFWIES (a) 894 1,440
Accrued construction costs and other FEET SRR AN R Eo At
project-related expenses 18 B AR X (b) 70,770 110,739
71,664 112,179
Notes: HiaE
(a) Rental received on behalf of landlords comprised net rental received from () REZUWEHMHESSIERESWEAHE S MERINR
tenants after netting off fee charged to them provided by external service PR 754 FE P T UCER B FR AR O PTG 55E ©
providers.
(b)  The amounts represent construction costs and other project-related (b) SBEEENBEXNAREMEERERS Z&8
expenses payable which are accrued based on the terms of the relevant THiRIR AR BA 5 R IR IE B #EE Rt - BER S ER
agreements and the progress of the projects, and are not due for payment HHR WA BT -

as at the end of both reporting periods.
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27.

28.

—HEFZA=+—HILFE

ACCRUALS, DEPOSITS RECEIVED AND OTHER
PAYABLES

e MR

B8R eRE R EMENE

2014 2013

—E—QmE —T—=F

HK$’000 HK$'000

FET FET

Deposits received B iz e 22,119 393,711
Accruals and other payables FERT B A R E A FE S FIE 30,399 22,534
52,518 416,245

Included in other payables is an aggregate amount of HK$5,302,000
(2013: HK$5,302,000) payable to non-controlling shareholders of a
subsidiary, in which the balances are unsecured, interest-free and
repayable on demand.

FE 4 A RROR 0 4 £ — PO B 2 A — 2 SRR
A% 3R #2485,302,000% 7T ( =2 — =4 : 5,302,000/%
TE) + AEIER - 8 RIEEREE -

CONVERTIBLE NOTES 28. MRARER
2014 2013
—ET—NF —E—=F
HK$’000 HK$'000
FET FAT
Carrying amount of the liability component R—A—BaEmhmEEE
as at 1 January 42,140 74,350
Interest charged (note 8) MEEHKES) 2,929 9,010
Interest paid [EAREIES) (1,441) (4,425)
Conversion during the year FRH (43,628) (36,795)
Carrying amount of the liability component R+ A=+—HAESHHNEREE
as at 31 December - 42,140

On 10 August 2007, the Company entered into a Convertible Notes
Subscription Agreement (the “2007 Agreement”) with Asia Financial
Holdings Limited (“AFH") and Asia Insurance Company, Limited (“AICL")
(AICL is a subsidiary of AFH which is controlled by the associates of
Mr. CHAN Bernard Charnwut, the then non-executive director of the
Company). Pursuant to the 2007 Agreement, AFH and AICL agreed to
acquire the convertible notes (the “2007 Notes”) at HK$50,000,000
and HK$25,000,000 respectively, in total of the principal amount of
HK$75,000,000 at interest rate of 5% per annum, payable in arrears
on a quarterly basis on 31 March, 30 June, 30 September and 31
December of each year between the date of issue of the 2007 Notes and
the maturity date. The 2007 Notes were issued to AFH and AICL on 15
October 2007 and the maturity date was 60 months from the date of
issue of the 2007 Notes.

The 2007 Notes were not transferable and not allowed for redemption
before the maturity date. Unless previously converted, the Company
was obliged to redeem the 2007 Notes on the maturity date at the
redemption price of 110% of the principal amount of the 2007 Notes
outstanding together with accrued interest payables.

R=ZFT+FENA+H - K@ﬂéﬁﬁiﬂ‘l‘lﬁﬁ%ﬂ%‘%
(ZEBOBERRR(TZMNE R REMRRERXR

(TR DRIz R RERERE( —TE £
) (EMRBRRENERZMERE - TlE
BHEARAERIFNTERRE B R EZHBEAR

#) - BRIE—TTLHH  THEREEMNRBREARE
5 51 2A50,000,0007% 7t £25,000,0007% 7T 88 48 &
%@ﬁ75,000,0005’$77?5’]—Hﬁﬁﬁmﬁ%(!—_3;—Etﬁfﬁ
B FAERS% AR _ZETLFERIEHETAH
ZFHA E@ﬁsﬁi_ﬂ =+—B -RA=+H A
ﬂ_+E&+_ﬁ =+ BREXMNAHAFNE - =

ZLFERBER_ZETLF+H -Hi BETT M
imﬁ&ﬁﬁ MRk - 2R RE — TR EFRIEET
HHAEEH60ME A -

—EELERRAAEE  YEESHAAT AR
B - BRZABERBREIN  RARFEERIHARRK
B#ET-F vtimﬁé$%%ﬁﬁ’3110% HBRIELME
MNAHELBEELEED TR LFRR -

#2 (TE) LERERRIR —FT—
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28.

CONVERTIBLE NOTES (Contd)

The principal amount of HK$35,000,000 (HK$25,000,000 for AFH and
HK$10,000,000 for AICL) of the 2007 Notes should be compulsorily
converted at the conversion price of HK$1.10 per conversion share
within seven business days if the closing price per share of the Company
was HK$1.10 or higher for ten consecutive trading days during the
period between the date of issue of the 2007 Notes and five business
days prior to the maturity date.

In addition, the 2007 Notes could be converted by the holders into
ordinary shares of the Company at any part of the principal amount of
the 2007 Notes in the multiple of HK$25,000,000, at a conversion price
of HK$1.10 per conversion share, at any time during the period between
the date of issue of the 2007 Notes and the maturity date.

The 2007 Notes contain two components: equity and liability elements.
The equity element is presented in equity heading “Convertible notes
equity reserve”. The fair value of the liability component at inception date
is determined based on the present value of the contractual cash flows
payable in the future.

Subsequently on 5 July 2011, the Company entered into a subscription
agreement with AFH and AICL in relation to the issue of the 2011
convertible notes (the “2011 Notes”), of which the interest rate has been
changed to 6% per annum and the maturity date is 36 months from the
date of issue of the 2011 Notes. Notwithstanding that the 2007 Notes
did not contain any early redemption clause, the Company, AFH and
AICL agreed that, the 2007 Notes were redeemed by the Company on
30 September 2011 by issuing the 2011 Notes to AFH and AICL on 30
September 2011. Upon redemption, the 2007 Notes were cancelled.

The difference between the redemption amount of 2007 Notes and the
fair value of the liability component of 2011 Notes on 30 September
2011 was charged to consolidated statement of profit or loss for the year
ended 31 December 2011.

For the year ended 31 December 2014
HE-_Z-—NE+-_A=+—HIFE

ARRREE)

ME - EELFERETEREI AR ES
XAHREETEXZANARRSREN KT
BRLIOGBETHAL I -2 FRERNAEHE
35,000,000/ 7t ( 38 M < & 425,000,000/ 7T » a8
IR £510,000,00078 7T ) ZE A L {E%E 25 B 58 H11%
BRI 1. 108 TR A RE R A -

AN FHEAATR - EZLFRERETER R Y
B HAFE B AT B ) 1R B IR L 3R A 1. 1078 TT Y 3L 38
BRE - ZTLFEBRASBENEAH D ABRBAR
A1 EAR - HAREEZE /R25,000,00078 TTHIEER ©

zggtimﬁ% FERERE D : s M B EE
RO RE R %/‘iE’JFTTﬁ‘HxKﬁ%&&%ﬁJﬂP
27 - BAﬁJz_LEIZEFi ﬁ@ﬁﬁ{ﬁgﬁéﬁk%ﬁﬁﬁ
AHRESRENREE

HER -_Z——F+ARA  ARRETMNEeB R
DMNRERET T ——FARERR( T ——
FER DA LREmSE - L FHNRER6%~EIH
Ei%ffffixﬁﬁ%ﬁﬁt TRER - BE=
ZLEZBRU BT A EAREBELDGR - AR
T DMERETNRRIBE  —ETLFREY
HAARBBAR _T——FhA=tHREMNSH
REMNRBRET _E——FEBER_ZT—F 1A
=+RER - "R FREBENBOEEH -

—EELEERNERNSREAR_T——FNA=
TRAZ-ZE——FRBRAAENONAABEZHEN
Z8 ERBEZ——F T _-_A=+—HILFE
BB RO o

94

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED Annual Report 2014



Notes to the Consolidated Financial Statements

For the year ended 31 December 2014

BE—Z%

28.

—HEFZA=+—HILFE

CONVERTIBLE NOTES (Cont'd)

The 2011 Notes contain two components: equity and liability elements.
The equity component is presented in equity heading “Convertible notes
equity reserve”. The fair value of the liability component at the inception
date is determined based on the present value of the contractual cash
flows payable in the future at a discount rate which was determined with
reference to the market interest rate for an equivalent non-convertible
notes and remaining time to maturity. The effective interest rate of the
liability component was 13,38% per annum.

During the year ended 31 December 2013, principal amount of
HK$35,000,000 (HK$25,000,000 for AFH and HK$10,000,000 for AICL)
of the 2011 Notes has been compulsorily converted into ordinary shares
of the Company according to the compulsory conversion clause as stated
in the 2011 Notes. The conversion gave rise to the issue of 31,818,181
ordinary shares of HK$0.01 each of the Company and derecognition
of carrying value of liability component and equity component by
HK$36,795,000 and HK$420,000, respectively.

On 7 August 2014, the Company received notices from AFH and AICL,
requesting for the conversion of the 2011 Convertible Notes in the
principal amount of HK$25,000,000 and HK$15,000,000, respectively.
Accordingly, the Company has allotted and issued a total of 36,363,635
ordinary shares to AFH and AICL at the conversion price of HK$1.10 per
conversion share on 7 August 2014. The ordinary shares issued as a
result of the conversion rank pari passu with all the then existing shares
as at the date of allotment.

28.

e MR

RERREE)

T EEReEMEND  BEREEHS

REEE BP0 IR M A %EMFT}ﬁkaF$¥ﬁTE%1%J$
25 R A Z B ERD R A EBEERRKER

ENRERERTBERO[ETE - MAFRET
KESEZREH/RTFHZASTAMKREREZ T 5T

REFHE - BENDHOERFNEL1338% -

BHE-_Z—=F+-_A=+—HLFE" RBE
T —FEEMEBALBREN NeEA
35,000,0007% 7t ( 38 <& B A25,000,0007 7T * 128
MR A10,000,000/ 70 ) I —F —— F EIEE H54
FIHBRABRQRRD - XA —Tﬁhﬁtié%ﬁslsls 181
R EIRO0IBTHERB  WRIEHERAGRERS X
Emal o REES %J7,%36,795,000/%7u&420,ooo/%

7L ©
RZZB-WFENALH  ARRRESME/NE
IMERB B A - BRI AR S 5 5 Bl /325,000,000

7T % 15,000,000 T2 =T ——F Al R EE -
bt ARBER_Z—HFN\A L HERFR ALK
P10 T Z JIR(E - F"JEE‘}J‘I‘Iﬁ%ﬂ‘l&ﬁﬁ‘l‘lﬁﬂﬁ@ﬁé‘
317 A #£36,363,635M LBk - B KR M EHITZ
fefp ERRLEEE A PR A IR A B Z A RIF ML -

#2 (TE) LERERRIR —FT—
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For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

29. BORROWINGS 29. fBE
2014 2013
—F-mF —T—=f
HK$’000 HK$'000
FET FABT
Borrowings comprise: BERE
Bank loans — variable rate (note a) RITER—IER(Mita) 23,678 80,523
Loans from non-controlling shareholders (note b) SEIERRRR R E R (ATaEb) 74,823 101,105
98,501 181,628
Analysed as: D
Secured B 21,125 56,956
Unsecured g 77,376 124,672
98,501 181,628
Carrying amount repayable (note c) FEEEREE (A7)
Within one year —FR 6,500 32,938
More than one year, but not more than five years ZHR—FBLRAF 89,448 96,455
95,948 129,393
Carrying amount of bank loans that contain a A RERRERERD
repayment on demand clause (note c) RITERREE (M)
— repayable within one year —R—FAEE 2,553 25,770
— repayable after one year —R—F&ER
(shown under current liabilities) (RIREBIEE THIR) - 26,465
2,553 52,235
98,501 181,628
Amounts shown under current liabilities BB AE T RKIE (9,053) (85,173)
Amounts due after one year R—F 1R RFIE 89,448 96,455
All the Group’s borrowings are denominated in the functional currencies FIEARSEEE  BR—HENEARAEERIRRE
of the relevant group companies (i.e. RMB and HKD) except loans 74,823,000/ t( =& — =4 : 74,823,000/ 7T )
from non-controlling shareholders of a subsidiary amounting to RBITERZTT(ZZT—=F : 18,667,000/ 7T ) JA
HK$74,823,000 (2013: HK$74,823,000) and bank loans of nil (2013: EILEHESN - HUABBEEED (R A R K
HK$18,667,000), which are denominated in USD. JU)FHE °
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HE-_Z-—MNF+-A=+—ALFE

29. BORROWINGS (Contd)

Notes:

(a)

(b)

Bank loans amounting to HK$21,125,000 (2013: HK$56,956,000) were
secured by pledges of certain leasehold land and buildings, and investment
properties of the Group (notes 15 and 16). For bank loans denominated
in HKD, the effective interest rates ranging from 2.83% to 2.91% (2013:
1.97% to 4.55%) per annum. For bank loans denominated in RMB, the
effective interest rate was 6.22% (2013: 6.22%) per annum. For bank
loans denominated in USD, the effective interest rate was 2.44% to 2.45%
per annum for the year ended 31 December 2013.

Loans from non-controlling shareholders are unsecured and interest-free.
The loans were initially recognised at fair value and subsequently stated at
amortised cost which was estimated by discounting the nominal value of
the loans at effective interest rate of 2.08% to 4.55% per annum.

During the year ended 31 December 2014, the loan from a non-
controlling shareholder of a subsidiary with carrying value of approximately
HK$26,460,000 was fully settled (note 32) and a loss on early repayment
of loan of approximately HK$72,000 has been recognised in consolidated
statement of profit or loss.

During the year ended 31 December 2013, the Group made partial
repayment and extended certain repayment terms of certain loans from
non-controlling shareholders of a subsidiary from April 2013 to April 2016.
The directors considered that such early repayment and extension of
repayment terms represented a modification of the original loans.

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

e MR

29. BE#)

Wi -

(a)

38 17 B 7K 48 %821,125,00008 T( — & — = 4 :
56,956,000/ 7T ) A A £ EE FRE L RIEF 2%
B (M E15R16)1EAREM o AASIITEHEZ 8R1T
ERERENRE283%E291% (ZE—=F: &
F1.97%F4.55%) - UAREGEZRITERER
FHEEEF6.22% (ZE—=F : 6.22%) - HE=
T—=FE+_HA=+—HIEFEE RETHEZR
TEREBRFEFRATF2.44%52.45% °

HERBEERAEERRES - M ERE LR
DA MERR - E R SR AIIE - B BRAT
SABE BRI 4 2.08% F4.55% FT Rkt S A (8
fhatE: -

HE_Z—WF+-_A=+—LFE —HHER
A Y 3F 2 Ak A% 3R B 35K B TH B £926,460,00078 7T E
2EFE(MEI2) K- RRERFEEERZEEY
72,0008 TTERERA BER T HER ©

BE-T-—=F+-A=—LL5E  AEEMHE
SRBREET HHERREE—MHERT %
HRERETERNERL - —=FNAE_F
—AFIA - EERAEMRSEERERHRE
HEFAER -

RERRIR TR SR I PR VTR A& ik B A -

#2 (TE) BERERRLR
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For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

30. SHARE CAPITAL 30. B4
2014 2013
—E-lmEF —E-=F
Amount Amount
Number ] Number o]
of shares HK$'000 of shares HK$'000
RHEE FET BmEE T
Authorised: JATE
Ordinary shares of HK$0.01 each SRE(E0.01/8 L@  30,000,000,000 300,000 30,000,000,000 300,000
Issued and fully paid: BETRAR :
Ordinary shares of HK$0.01 each SIRAEE0.01/B T LB
At 1 January n—A—H 1,324,606,646 13,246  1,285,398,465 12,854
Arising from issue of ordinary shares on BT HEARER 34T
exercise of share options (Note) LR E £ (Mat) 23,270,000 233 7,390,000 74
Arising from issue of ordinary shares on AR AR E iR
conversion of convertible notes (note 28) BITERIRMEL
(Hzz28) 36,363,635 363 31,818,181 318
At 31 December Wt+=-—A=1+—H 1,384,240,281 13,842 1,324,606,646 13,246
Note: Hitet -
For the year ended 31 December 2014, the Company issued 23,270,000 (2013: BE-Z-—NF+=-A=1+—HLEFE ' AARRAEE
7,390,000) ordinary shares of HK$0.01 each in relation to the exercise of the share ETRERREETINE BEAR0.235/8 L1 T BB AL HE M 21T
options by certain employees of the Group at the subscription price of HK$0.235 23,270,000 (== — =4 : 7,390,000) & & X E{EO0.01 /8 7T
per ordinary share (note 34). The difference between the subscription price and HO I AR (PI7E34) o SRR (B B {E /9 &= 58 495,236,000/ 7T
par value amounting to approximately HK$5,236,000 (2013: HK$1,663,000) —T— =4 : #751,663,000) Bt ABRDE(E ° ko 0 R
was credited to share premium. In addition, the portion of share option reserve in FNTTIE R B AR Y BB R AE R B 30 9 492,172,000/ 7T (=&
relation to the exercise of the share options exercised during the year amounted — =% : #7656,000) B EBEEARARMHRMDIEE °
to approximately HK$2,172,000 (2013: HK$656,000) was transferred to the
Company'’s share premium.
As detailed in note 28, an aggregate number of 36,363,635 (2013: 31,818,181) of AN 28R R AL - MAREEOC.0LE (=T — =4 : 0.01
new ordinary shares of par value of HK$0.01 (2013: HK$0.01) each were issued 77T ) A #£36,363,635 (= ZF — =4 : 31,818,181 ) l& 31 &
at a conversion price of HK$1.10 (2013: HK$1.10). The conversion gave rise to BRIZEEBEBLIOBT(ZE—=4: 1.10BT) %17 &
a credit to share capital of HK$363,000 (2013: HK$318,000) and the remaining 38 EE A — T8 AN A363,00058 T ( —F — =4 : 318,000
balance of HK$43,265,000 (2013: HK$36,477,000) was credited to the share BIL)MEE  ME T 4&#43,2650008 0 (ZE—=F :
premium. In addition, the portion of convertible notes equity reserve in relation 36,477,0007% 7C) st ABRDEE A o o - RERNRNBREHE
to the conversion of convertible notes during the year amounted to approximately AR IR IR 2 AN SR R A a (R A 50 9 £9480,0007%8 7T (=
HK$480,000 (2013: HK$420,000) was transferred to the Company’s share T—=4 : 420,000/ 70) EEBEE AR A RN R ER ©
premium.
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For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

31.

e MR

RESERVES 31. f#E
2014 2013
—E—NEF —T—=%F
Notes HK$’000 HK$'000
Htat FExT FHT
Share premium &1 (E (i) 579,346 528,150
Share option reserve PR (ii) - 2,215
Convertible notes equity reserve Al AR IR R S (iif) = 480
Merger reserve SPEE (iv) 89,936 89,936
Property revaluation reserve ey v) 2,119 24,417
Exchange reserve PE 5 &S (vi) 102,390 151,905
Statutory reserve JETERE (vii) 22,031 32,745
Retained profits {REB & F 179,181 130,231
975,003 960,079

Notes: Htat -

The movements of the Group’s reserves for the year are presented in the
consolidated statement of changes in equity of the financial statements. The nature
and purpose of the reserves are as follows:

(i) Under the Companies Law (2011 Revision) of the Cayman lIslands, the
share premium account is distributable to shareholders of the Company
provided that immediately following the date on which the dividend is
proposed to be paid, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business.

(ii) The share option reserve represents the value of the unexercised share
options granted under the Company’s share option scheme to the eligible
participants.

(iii) The convertible notes equity reserve represents the value of the equity
component of convertible notes.

(iv) The merger reserve of the Group represents the excess of the nominal value
of the share capital of the subsidiaries acquired pursuant to the Group’s
reorganisation completed on 23 June 2005 over the nominal value of the
Company'’s shares issued in exchange therefor.

(v) The property revaluation reserve represents accumulated gains and losses
arising on the revaluation of the corresponding properties that has been
recognised in other comprehensive income, net of amounts transferred to
retained profits when the corresponding properties are disposed of or are
determined to be impaired.

(vi) The exchange reserve comprises all foreign exchange differences arising
from the translation of the financial statements of foreign operations.

(vii)  As stipulated by the relevant laws and regulations in the PRC, certain
subsidiaries and associate of the Company in the PRC are required to
maintain a statutory reserve which is non-distributable other than upon
the liquidation or disposal of the entity. Transfer to this reserve is made
out of profit after tax of the subsidiaries’ and an associate’s PRC statutory
financial statements which are prepared in accordance with the accounting
principles generally accepted in the PRC.

AEERHENFANEE)  RPBBRROGEEEREFHRT
275 - FEEE R BRI T

(i)

(iii)

(iv)

(v)

(vi)

(vii)

REFAEFHESARA(ZFT——FEFTR) - R
ERADIKTFARARR - EEBEEIRMARE B H
% ARBEBRANEENBEEBBED I
&5 o

BREREREREARABEREAIETAERSZ
HE 2 RITEBEENEE -

AR RS R EE R RS D EE

AEENAHEHEE  RAKER_FTRFRAZ
T=ZAEKMEATKBENIEARNKRAEE -
B A% ERAMETHARRRROEED
E® e

MESGHEEABODEEGAEEN R KRER
B Z2SEECREMEEKETER - B8
BYEE L ESORER - ARFRFEGER AR

BEF -

BEE 4 (oK s B 4B R B R A1 R 705 1O B 765 SRR TS AR RO T
BINEZER o

RBEETEEERERRE - ARARHENE
THIB R A KBt & D R AR T A 5k BOEE
- ERARFRASEHEE BRI - WEE R
Ty e b8 A B BBt A AR PR B R SR B TR
Al iR 480 P BIATE B 15 $R R P O BRI 12 AL A S 8 o
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32.

ACQUISITION OF NON-CONTROLLING INTERESTS

On 28 February 2014, the Group as purchaser entered into a conditional
sale and purchase agreement (the “NHDL Acquisition Agreement”)
with Onsite Investment Limited (“Onsite Investment”), the then non-
controlling shareholder of a subsidiary of the Company, as vendor to
acquire 9.615% equity interest in a non-wholly owned subsidiary, New
Heritage Development Limited (“NHDL”), and the shareholder’s loan
due and owing by NHDL to Onsite Investment (the “NHDL Loan”) as
at the date of the NHDL Acquisition Agreement, at a consideration of
HK$72,919,000 in aggregate (apportioned as to HK$46,459,000 for
the sale shares and as to HK$26,460,000 for the shareholder’s loan).
NHDL is engaged in investment holding with its subsidiaries engaged in
properties development and investment in the PRC. The acquisition was
completed on 8 May 2014. Following the acquisition, NHDL became a
wholly-owned subsidiary of the Company.

Onsite Investment is a company incorporated in the BVI with limited
liability and controlled by AFH which is controlled by the associates of
Mr. Chan Bernard Charnwut, the non-executive director of the Company
when the sale and purchase agreement was entered into. Therefore, the
acquisition constitutes a non-exempt connected transaction.

The transaction has been accounted for as equity transaction with
the non-controlling interests and the decrease in equity attributable to
owners of the Company, as included in retained profits, was as follows:

32.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

W B R IR 52

R-ZE—WE—_A-+/\B XEE(EAES)R
Onsite Investment Limited ([Onsite Investment])Z<
RNEIMBRRER ZIFERBR(EAE NI LA
BEHEEEHE(HERRWERED  AKRER
FEEMBRARFEEEARAGHEEE])
199.615% % 4 K 5 5 4 35 = U BE 3 s B HB 3T 4 2%
[R 4 ROnsite InvestmenttI ki R E ([ B R E
=) RBA 72,919,000 7T (# 5 5 E R KRB
446,459,000/ 7T & i R & 7K & 526,460,000/8
JL) o FTMEE RN EINER - EWNBARRPER
EYMEBRRERERE - WBEN T MWERANBRT
B o RURHETR - STEBER SRR TIZENMBAT -

Onsite Investment B B4R R SEMAZAE
RAR AFEERREEHZE VAR RIFENTT
BEMRE BEAEZBHE AT M NS BATIES o
Eit - BB TNERREERS o

BER S EAFRREENRERSAE T4
ARREEAEZE D HARBRRDT ¢

2014

—E-—mF

HK$’000

FET

Consideration paid for 9.615% ownership interest in NHDL OGN ETEEHEA D2 RE 46,459
Net assets of NHDL attributable to 9.615% ownership interest 9.615% B RERIGFERREEFE (46,071)
388

Consideration paid for NHDL Loan MHEEREREA2NRE 26,460
Carrying value of the NHDL Loan (Note 29(b)) iR R B AREE (A E29(0)) (26,460)
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33. GAIN ON DISPOSAL AND DEREGISTRATION OF
SUBSIDIARIES

(a)

Gain on disposal of subsidiaries

On 28 February 2014, the Group as vendor entered into a
conditional sale and purchase agreement (the “Accordcity
Disposal Agreement”) with Highmind Limited as purchaser to
dispose of the entire equity interests in a wholly-owned subsidiary,
Accordcity Limited (“Accordcity”), and its subsidiary and an
associate (collectively referred to as the “Accordcity Group”), and
the shareholder’s loan due by Accordcity to the Group, which
at completion of the Accordcity Disposal Agreement, amounted
to HK$76,100,000, at a consideration of HK$170,252,000 in
aggregate (apportioned as to HK$94,152,000 for the sale shares
and as to HK$76,100,000 for the shareholder’s loan). Accordcity
Group was engaged in hotel operation and property investment in
the PRC through its associate. The disposal was completed on 8
May 2014.

On 28 February 2014, the Group as vendor entered into a
conditional sale and purchase agreement (the “NHML Disposal
Agreement”) with Gavett Limited as purchaser to dispose of the
entire equity interests in a wholly-owned subsidiary, New Heritage
Management Limited (“NHML") and its subsidiaries (collectively
referred to as the “NHML Group”), and the shareholder’s
loan due by NHML to the Group, which at completion of the
NHML Disposal Agreement amounted to HK$9,000,000, at a
consideration of HK$23,210,000 in aggregate (apportioned as to
HK$14,210,000 for the sale shares and as to HK$9,000,000 for
the shareholder’s loan). The principal assets of NHML Group are
commercial properties in Hong Kong. The disposal was completed
on 8 May 2014.

Highmind Limited and Gavett Limited are companies incorporated
in the BVI with limited liability. These companies are wholly and
beneficially owned by Mr. TAOCHAIFU Choofuang, Mr. TAO
Richard and Mr. TAO Paul, who were the then directors and
shareholders of the Company. Therefore, the disposals constitute
connected transactions.

e MR

33. HERZHEKEQAKE

(a)

HEKB AR H WS

R-ZT—ME_F=+N\B  XEE(EAE
77)E2Highmind Limited ({EB B 75 ) a3 A {645
B & ([Accordcity &Sz ) - UHE2R
& [$/8 A FAccordcity Limited ([ Accordcity )
N H B A 7] R Bt 2 A 5] (48[ Accordeityss
1) & =0 B #E B2 A Accordcity i & 1 % 52 B
EAccordcity E R AEBBRRER - ZEXRAE
76,100,000/ 7t + (B4 ££170,252,0007% 7T
(48 5 55 & B 15 1L {8 A94,152,0007 7T M JR R
ERA(E 576,100,000 7T) ° Accordcity5=
FREBERNRREAEESEYMERE - 1
EER T NFRANATK °

RZZ—ME_F=-+N\B KEEEAE
75 )EiGavett Limited (EBEH )R B IKHE
EHE(FNEERLERZ]) ALHEEZE
WEBARNEERERAR(EERE )R
HMIBAR(SBIETEEE ) 22 E
RRFEEEHERSTRETNEEERERAE
EEBRRER  ZEHA9,000,0008 7T © K
84 $£23,210,000/8 T (D HER DR B A
14,210,000/ 7T & i% 5 & 71 A {8 A9,000,000
BIT) c MEEBEBMETEEEAVUNES
ZREEDE - HEER - Z—NERANAT
S

Highmind LimitedE2Gavett Limited 27 % & #
MRAESEMAINERARF - ZFERAFHAR
SHEREERRREERLLE  BRITTE
Kiath e EBmER - Bt - HEBK
HER S o
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e IR MR

33. GAIN ON DISPOSAL AND DEREGISTRATION OF
SUBSIDIARIES (Contd)

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

33. HEREHHEQARWKE @)

(a)  Gain on disposal of subsidiaries (Cont'd) (a) HEKHBATMNWKEE)
Net assets of the above subsidiaries at the date of disposal were REERE  ElMBARMNEEFENT ¢
as follows:
2014
—E—F
HK$’000
FEx
Net assets disposed of: BHEEEFE :
Goodwill [EE= 29,233
Property, plant and equipment Y% - BB KRR 37,464
Interest in an associate R—EEE R R R 141,489
Deposits paid, prepayments and other receivables BEAfiRS TR R E RN IE 390
Bank balances and cash IRITHER KIS 10,664
Accruals, deposits received and other payables EErER - Bz e REMERFIE (1,400)
Shareholder’s loans REE (85,100)
Borrowings BE (30,108)
Deferred tax liabilities REFHEAE (3,332)
99,300
Exchange reserve released on disposal B & AR 2 [E 5L R (30,104)
Shareholder’s loan due from Accordcity assigned a2 FE W Accordcity AR ER BT 3R 76,100
Shareholder’s loan due from NHML assigned e E RS IR R R B 9,000
Gain on disposal of subsidiaries HEB A Rk 39,166
Total consideration REBESE 193,462
Satisfied by Cash AIR & 245 193,462
An analysis of the net cash inflow of cash and cash equivalents in ERAHENBRARNRERRESEBYRER
respect of the disposal of subsidiaries is as follows: NEESITAT :
2014
—E-mEF
HK$’000
FExT
Total cash consideration received BUFHR S RERTE 193,462
Bank balances and cash disposed of BHERITER KRR (10,664)
Net cash inflow on disposal HENRSRAFE 182,798
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33.

34.

GAIN ON DISPOSAL AND DEREGISTRATION OF
SUBSIDIARIES (Contd)

(b)  Gain on deregistration of a subsidiary

On 28 January 2013, the Group deregistered a non-wholly owned
subsidiary, namely Suzhou New Heritage Wuzhong Limited. As a
result, the Group recognised HK$8,898,000 gain on deregistration
of a subsidiary in the consolidated statement of profit or loss
for the year ended 31 December 2013, which represented the
exchange reserve being reclassified to consolidated statement of
profit or loss.

SHARE-BASED EMPLOYEE COMPENSATION

Pursuant to the written resolutions of all the then shareholders passed on
14 November 2005, the Company has conditionally adopted the Share
Option Scheme (the “Scheme”) for employee compensation.

The purpose of the Scheme is to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating
and/or providing benefits to the participants for their contributions to the
Group and for such other purposes as the Board may approve from time
to time.

Pursuant to the Scheme, the Board may, at its discretion, invite any
executive or non-executive directors including independent non-
executive directors or any employees (whether full-time or part-
time) of the Company, its subsidiaries and associated companies;
any discretionary objects of a discretionary trust established by any
employees, executive or non-executive directors of each member of the
Group or its associated companies; any consultants, professional and
other advisers to each member of the Group or its associated companies
(or persons, firms or companies proposed to be appointed for providing
such services); any chief executives or substantial shareholders of the
Company; any associates of any director, chief executive or substantial
shareholder of the Company; and any employees (whether full-time or
part-time) of substantial shareholders of the Company, provided that the
Board may have absolute discretion to determine whether or not one
falls within the above categories, (together, the “Participants” and each a
“Participant”), to take up options (“Option(s)”) to subscribe for shares at
a price determined in accordance with the paragraph below.

In determining the basis of eligibility of each Participant, the Board
would take into account such factors as the Board may at its discretion
consider appropriate.

The Scheme shall be valid and effective for a period of 10 years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue to
be exercisable in accordance with their terms of grant.

33.

34.

e MR M
8 G400 2 MO (40

(b) FESHMIE A RIR W

R-Z—=F—A-+/\H  AEEZH—H
HAREFNNEHEGRARNIEZENB A
Al milt ARER-_Z2—=F+t=-A=+—
HIEFE4R A E 8RR 728,898,000 7T A
B AR MEL W - IESMORE
fraRmR B -

BARRAD 3% A% B 1 5 35 B

REERH2EERAN _ZTRF+—ATHEABSG
MERRZR  ARACE R RABRE S
(FZ=H81)) - (e REEHE -

ZAt Bl E ERARRAEENTTE - 2 EEHA
SENERRESSRRTHIENEMBEDN 4
T2EELR - ZE - Bl - ®EERFE o

RigZtE EESURNBEEFAQA  HBA
A NEE R BN EMRITHIEATES - BFREL
FRTESHEMEE(THREBIFRE) A%E
BERERRSEBERRNEMES - TR
TEEMRINEEEANETA2EZEAN AL
EXKE AR EBERNRNEMBAN BEA
T REAMEAR (RBREEARBEZERBOAL - &
AHRAR) - RRAEAERTHABRERRR :
AABEMESE T2TBRASRE ERRAEM
BEA - RARREZRRNE(EE (TREHREk
) EEFEUEENBEEEARALEECER
BRI B AT OB RR A 28E]) - AE
Bk ([BhRE]) - WARE T X EENERRE
Bedn o

REESS2EENERRER  EFSBEEEA
BERIERRRENEE -

ZETE B ERA B AR ERA S TF - ERER
e BEREERE  HEMBEMAE - &t 8lH
BEXDAEE T RMARIER Rzt HAR AR
B PCAE P EL R SRR AR T T 3 o
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34. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

The subscription price in respect of each share issued pursuant to the
exercise of Options granted hereunder shall be a price solely determined
by the Board and notified to a Participant and shall be at least the
highest of:

(a)  the closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet on the business day on which
an offer is accepted by the grantee or if such date of acceptance
by the grantee is not a business day, the immediately preceding
business day;

(b) a price being the average of the closing prices of the Company’s
shares as stated in the Stock Exchange’s daily quotations sheets
for the 5 business days immediately preceding the date on which
an offer is accepted by the grantee (provided that the new issue
price shall be used as the closing price for any business day
falling within the period before listing of the shares where the
Company has been listed for less than 5 business days as at the
date on which an offer is accepted by the grantee); and

(¢)  the nominal value of a Company’s share.

The total number of shares, which may be issued upon exercise of all
Options to be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 10% of the total
number of shares in issue on the date of commencement of dealings in
the shares on the Stock Exchange (“Scheme Mandate Limit”), unless
the Company obtains an approval from its shareholders. Options lapsed
in accordance with the terms of the Scheme will not be counted for the
purpose of calculating such 10% limit.

On 5 May 2014, an ordinary resolution regarding the refreshment
of Scheme Mandate Limit was approved by the shareholders of the
Company at the AGM. Starting from 5 May 2014, further Options to
subscribe up to 132,460,664 shares, being 10% of the total number of
Shares in issue on the date of the AGM are available to be granted under
the Scheme.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding Options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of the Options granted 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.

34.

Notes to the Consolidated Financial Statements

e IR MR

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

MR S Hv R E M ()

ARIBAR SR L 1O B A A 2 7T {3 1 35 1T RO B AR AR £ 9
RBE KHEFSHEEEIANE2EE MR
BESKESUUARSERE):

(a) MEBAEARAZMNNER B (RINBLEH
RAZMERWIFEER - MIRERZAR
B3 H ) B P B SRR PRV AN 2 ) R R
miE

(b) BEBREARAKMAIEE AR AT H
R PTIRA AR B T T E AR
AIRBHEARARNE RIS Ehey B &
RAEEER - BIFEITERBIERD LA
HiRE 2 X B WTE): &

() —RARFRMEIE

RITEREZ T & SR AN R AHERE Al f B A 813%
HE A BRER BTOR MDA AT EER
MBI EEE BB BTROEE10% ([ 5
BIIRERAE ) - MR DB RIS AR A4t/ RIBR b
HEZ10% R N aT RARE % 5T 8GR B R
BEhE -

R-Z—WFRAARH —EHEHARRERBED
TRABRNEBEFEARE EEARR RIRRALE -
BE-T-OFAARRE  REZE - E—F
U R & 2 132,460,664/ A8 2 71 IR 19 B BB AR
B HERKRRAFAEBHEHTRO BN
10% -

BEZA S BEMEMBRTE - RITEZTE LA
N B () H A B A A AT 8 RO B R B R R AT (R BV BT
BARITEBRER  REAFTORMHEE TSR
BN B TR A EHI30% ©

BRSERE BRI - IMER T @A MBERETERT
FE2EENERE(BEETRERERITENER
BMEBTRE FETHNROEE  TSBBEH
TR HEERHI 1 % ©
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34.

SHARE-BASED EMPLOYEE COMPENSATION (Contd)

Offer of an option (“Offer”) shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in accordance
with the terms of the Scheme and the option to which the Offer relates
shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer
duly signed by the Grantee together with a remittance in favour of the
Company of HK$1.00 by way of consideration for the granting thereof is
received by the Company within 14 days from the date upon which the
Offer is made.

In May 2014, China LVGEM made unconditional cash offer for
cancellation of all outstanding share options of the Company at the offer
price of HK$0.865 for each option (the “Option Offer”). As a result of
the Option Offer, 480,000 Options held by those optionholders who have
accepted the Option Offer were cancelled. The carrying amount of these
cancelled Options was HK$43,000 which was released from share option
reserve to share premium.

Details of the Options granted by the Company pursuant to the Scheme
and the Options outstanding as at 31 December 2014 were as follows:

e MR

34. RGO NHEESEHM )

ER2EE([HERA D LRRZ A EH (EFIR R
REZHTEN D  BRESENERLY  MEEHE
EMZONBOER L HARAZARE  LEAX
REAWEHENE BEEIAB R - BEARAEENE
% 4 B 28 ) R 22 B 52 3 1.0078 TT1E A 4% HH B AR i A9
RER HBHAENBRENKRESERELE
R o

R=ZF—OFAA  PEESREBESHERE
0.865 B TLIEH BRI R S WIBELD - EH 2
RITEN AR B ERE(BREEEZO]) - AR
BREABEYN bzSCEABRBEBEON
FBRR RS B AR5 #9480,00017 fE AR HEE 1 5T 8K © 5%
& B R s RB A BV AR [E1 (B /343,000/8 TT E i B Ak i
ERERERODEE -

RZZB-NF+-A=+—H  ARAREZ:E
BRI T BRI T

Number of options
BREHA
Cancelled
pursuant to
acceptance
under the
Balance at Granted Exercised Lapsed Option Offer Balance at Exercise
1 January during during during by China 31 Decemher price per
Date of grant Exercisable period 2014 the year the year the year LVGEM 2014 share
(dd/mmfyyyy) ~ (dd/mm/yyyy) (Note) HK$
R=2-m%F
RZB-mF REEGTE T=A
-A-H BRBRE Er=1g
RitiAH i MR REREE  RERTE  RERXM  EORESH wEs  BRORE
(B/A/%) (B/B/%) (Hit) BT
Executive directors 04/09/2012 04/09/2012 to 16,000,000 - (16,000,000) - - - 0.2350
HiTES 03/09/2017
Employees 04/09/2012 04/09/2012 to 1,750,000 - (7,210,000 - (480,000) - 0.2350
= 03/09/2017
23,750,000 - (23,210,000) - (480,000) -
g% (7E) wEREsmAd —2-mesg 105
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For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

34. SHARE-BASED EMPLOYEE COMPENSATION (contd) 34. LRGN EEFM 2
Details of the Options granted by the Company pursuant to the Scheme RZZE—=F+=RA=+—8 ' AAAREZE
and the Options outstanding as at 31 December 2013 were as follows: B M AR TEREREREET
Number of Options
EfREZA
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during during during 31 December price per
Date of grant Exercisable period 2013 the year the year the year 2013 share
(dd/mm/yyyy)  (dd/mmiyyyy) HK$
WZE-=%
RIE—=% TZA=t-8H
BiAH T —R-BRER  REARLE  RAERTE  RERXKR M BROEE
(B/R/%) (R/R/%) AT
Executive directors 04092012 0409201210 16,000,000 - - - 16000000 02350
HITES 03/09/2017
Employees 04/09/2012 04/09/2012 to 15,140,000 = (7,390,000) - 7,750,000 0.2350
=] 03/09/2017
31,140,000 = (7,390,000) = 23,750,000
Notes: Certain holders of the Options have accepted the Option Offer made HiiE : BEBEAARRTBEGRBETRABER-T—TF
by China LVGEM pursuant to the offers in respect of 480,000 Options A A+TRAZEEXH BB EZSIELAWE
pursuant to the Composite Document dated 15 May 2014 jointly issued by 24 - H TS A B 51480,00017 i A 52 4
the Company and China LVGEM. Please refer to the announcement dated 5 BREKEZL - FERL2BA QA RP B S
June 2014 jointly issued by the Company and China LVGEM for details. EHEBBAZT—NFEARBZA S
Of the total number of Options outstanding at the end of the year RZE—=F+ZA=+—H RETENERE
ended 31 December 2013, 23,750,000 Options had vested and were g - 23,750,00010 MR AE D S5 B R AT 1T o
exercisable at the end of the year.
The weighted average share price at the date of exercise of Options FARBRETE BB METLEIRERLLIOB T
exercised during the year was HK$1.10 (2013: HK$0.44). —ZT—=4F :0448TT) °
35. CAPITAL MANAGEMENT POLICIES AND PROCEDURES 35. EXEEBREER

The Group’s primary objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for other stakeholders,
by pricing properties commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristic of
the underlying assets.

The Group monitors capital on the basis of the net debt to equity ratio.
For this purpose the net debt is defined as borrowings less cash and
cash equivalents. The Group’s goal in capital management is to maintain
a net debt to equity ratio at a reasonable level. In order to maintain
or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return capital to
shareholders, raise new debt financing or sell assets to reduce debts.

The Group’s overall strategy in capital management remains unchanged
during the year.

AEBEREANT R B RREREAEEATHEL
BRES]  DANEN 3 B SR B L [ 3 e A H At ) 25 4R B
HHE RNz o TABBRKRERKFEENEE
& RIASIEHIKANEITRE ©

7 S8 B RIS AT AR 0 BB R ARR B E BB A 1
BIAA L AR -

AEBRFEEERL ROEEERHEER o glit
s FEENEEREERReRASEEY -
AEBEAREENBERRTE BERLTEHN
BEHKT - RERSIHBERERE  AEETH
RN FRERMB SRR - BTN RERA
TER  EKHMEERERHEEERE -

FAN - AEEEREENBREREERTE -
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36. FINANCIAL RISK MANAGEMENT POLICIES AND  36.
OBJECTIVES

e MR

BREREENBRERZ

Categories of financial instruments: ST EER
2014 2013
—E-QmE —F—=F
HK$’000 HK$'000
FEx FHT
Financial assets SREE
Loans and receivables: B & EWIE
Accounts receivable FEUER R 10 166
Other receivables Hth e xaE 18,155 33,658
Restricted bank deposits SRR HISRI TR 23,335 36,230
Bank balances and cash IRITHESBRIRS 483,138 435,782
524,638 505,836
Financial liabilities EEAas
Financial liabilities measured at amortised cost: BEHENATENSREE -
Accounts payable JEHEE%A 71,664 112,179
Accruals and other payables FEET B A R E M ER A 24,934 20,934
Borrowings 1‘1E 98,501 181,628
Convertible notes AR TR - 42,140
195,099 356,881

The Group is exposed to a variety of financial risks: currency risk,
interest rate risk, credit risk and liquidity risk. The Group’s overall risk
management focuses on unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial
performance. The Group currently does not have any written risk
management policies and guidelines. However, the Board meets
periodically and cooperates closely with key management to analyse and
formulate strategies to manage and monitor financial risks.

The Group is not engaged in the trading of financial assets for speculative
purposes. The most significant financial risks to which the Group is
exposed are described below.

ZK’*I?%“&EHH%FLI‘A FEERR - MERERE -

EERB IR ESRER - AEBHERRRERE

é%&%imﬂiﬁi%ﬁ’]?‘!ﬁ AN - WG H AL

B B 15 R IR B AR E R %5?1& o REERAEF

WA R BIRRE RIS - AT - EF

A*Hﬂﬁfﬁﬁ’;% CEEEE EE/\E?%E’ETT’E s
DT R b AR I8 I BB S

AEBEUECEARRASBENSREEER - &
SEMESNREZFBEARHTINAT -
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36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

36.1

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

36. BEREENBRKBEZE#®)

Currency risk 36.1 E¥ER
The Group reports its results in HKD. The Group’s primary AEBERFEEABTEY - REBREEINE
foreign currency exposure arises from its property development BB ERFRENYEERENRIRE G © %
and investment activities in the PRC. The functional currency of SEBNNEEESARE - A S/ T
these operations is RMB and most of the financial instruments BAARRESIE - BRMARF RS REE
are denominated in RMB. No foreign currency risk has been TIAERZER SRS RSB BB AR
identified for the financial assets and financial liabilities in the PRC RAERESE - B ERC AP ENSREE
as they were denominated in a currency same as the functional TERINE B ©
currencies of the group entities to which these transactions relate.
The Group undertakes certain transactions denominated in foreign AEBLINESHEETETRS - AEAR
currencies, hence exposures to exchange rate fluctuations arise. MR B) 2 Bk o AEB W TEHAZEME
The Group does not expect any significant exposure to foreign RNEH FERK  AREERFERITETES
exchange fluctuations and shall use derivative contracts to hedge KIAE R EE R o 2N5& BB R ) B RINE
against its exposure to currency risk only when it is required. The R - FIREINERR o
Group manages its foreign currency risk by closely monitoring the
movement of the foreign currency rate.
The carrying amounts of the Group's foreign currency REEDINESFTHE2 EBEEREB B ERR
denominated monetary assets and monetary liabilities at the LSHEZREEBEWNT ¢
reporting date as follows:
Assets Liahilities
BE aE
2014 2013 2014 2013
—ZE—{F —TE—=F —E-NF —E—=4F
HK$’000 HK$'000 HK$'000 HK$'000
FBT T FHET FET
USD e 13,239 165,635 80,125 98,792
RMB AR#E 1,323 1,285 - -

In addition, intercompany balances within the Group that form
part of the Group’s net investment in foreign operations, and
are denominated in foreign currency (i.e. HKD), other than the
functional currency of the respective group entities (i.e. RMB),
at the end of the reporting period amounted to HK$35,272,000
(2013: HK$36,580,000).

BEAN - BRAEEBINEIFRE ZAKE
WA R AR T AR E RS 2 IR R B (BDA
R ASNZ 5N (BIBTD) HE - MEREHIR
#%35,272,0007%8 7£( =& — =4 : 36,580,000
BIL) °
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—HEFZA=+—HILFE

36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

36.1

36.2

Currency risk (Cont'd)
Sensitivity analysis

The following table details the Group’s sensitivity of a 5% (2013:
5%) appreciation in the functional currencies of the relevant group
entities against RMB. There would be an equal and opposite
impact where the functional currencies of the relevant group
entities weaken 5% (2013: 5%) against RMB.

36.

36.1

Increase (decrease) in

profit (loss) for the year

e MR

PRREREENBREBEE)

B¥mEEE(E)

HBE T
TRFFIREEE BB AR 2 EH R
ARBEFHES% (ZZ—=5 : 5% ) ZBURE -

BRI E S Z ThRe B M X ARBRIES% (=2
—=%:5%) @EREZAETE

Increase in other comprehensive income

FRIZMORD) BFI (EE) H b2 mE U aIE 0
2014 2013 2014 2013
—Z—EF —E-=F —E-—OF —E=F
HK$’000 HK$'000 HK$’000 HK$'000
FExT FAT FExT FHT
RMB AR 66 (64) 1,764 1,830
In management’s opinion, the sensitivity analysis is ERERE  HRERERTREEARR -
unrepresentative of the inherent foreign currency risk as the year ERE R BER R AR INE R RS -
end exposure does not reflect the exposure during the year.
Since the Hong Kong dollar is pegged to the United States dollar FR AR R B B2 0 R 55l| S T B S T M - R
under the Linked Exchange Rate System, management does not BETEIB T R T E R R T eEXEAE
expect any significant foreign currency exposure in relation to the RINE R ©
exchange rate fluctuations between the Hong Kong dollar and the
United States dollar.
Interest rate risk 36.2 FEEE
The Group has significant bank loans (see note 29 for details) REBFERBRITER(FBRME2) &F
with floating interest rate which are exposed to cash flow interest BHRITEFREZREIHERBRRER RS R
rate risk. Loans from non-controlling shareholders (see note 29 =M ERAR(FBREME29) - ZRHIRITF

for details), restricted bank deposits and bank balances carried at
fixed rate expose the Group to fair value interest rate risk. During
the year, the Group has not hedged its cash flow and fair value
interest rate risks.

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to interest rates for variable-rate bank loans at the
end of the reporting period. The analysis is prepared assuming
the amount of liability outstanding at the end of the reporting
period was outstanding for the whole year. A 100 (2013: 100)
basis point increase or decrease is used when reporting interest
rate risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in
interest rates.

PR EEHN RRITEREAEEEAZAAEER
M= - NEEHRE - AEBEWEEHER
EnRBRAFEFNERE

T

AT BURED T IR IR BRITE RN IR EH
REHZ M EERETE - 2L RERERS AR
BEKENEEAFEHAEEMRR - MESR
EIEA B AR ER AR E R R R A 100 (=%
— =% : 100) EEF R - REE IR EHF
RO AIRE IR 2 BEY 2 7F ik -

#2 (TE) BERERRLR
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36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

36.2

36.3

36.4

Interest rate risk (Cont'd)
Sensitivity analysis (Cont’d)

If interest rates had been 100 (2013: 100) basis points higher/
lower and all other variables were held constant, the Group’s post-
tax profit for the year (2013: loss for the year) would decrease/
increase (2013: increase/decrease) by approximately HK$180,000
(2013: HK$648,000).

Sensitivity analysis on bank deposits is not presented as the
directors consider that the Group’s exposure to interest rate
fluctuations on bank deposits is insignificant.

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations in relation to
each class of recognised financial assets is the carrying amount of
those assets as stated in the consolidated statement of financial
position.

The Group continuously monitors defaults of customers and
other counterparties, identifies individually and incorporates
this information into its credit risk controls. Where available
at reasonable cost, external reports on customers and other
counterparties are obtained and used.

None of the Group’s financial assets are secured by collateral or
other credit enhancements.

In respect of accounts and other receivables, the Group is not
exposed to any significant credit risk exposure to any single
counterparty having similar characteristics. The credit risk for
liquid funds is considered minimal, since the counterparties are
reputable banks with high quality of external credit ratings.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. In the opinion
of the directors of the Company, the Group does not have any
significant liquidity risk exposure.

The Group’s policy is to regularly monitor its liquidity requirements
to ensure that the Group maintains sufficient reserves of cash
to meet its liquidity requirements in the short and longer term
financial liabilities.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

36. BEREENBRKBEZE#®)

36.2

36.3

36.4

FRE ()
HRE AT ()

kA= h0F 4100 (ZZF—=4 : 100) &
M HMBERERFTE  AEEFEZ
R —TE—=F : FEBHEB) SR, 1%
Mm=ZZ—=4 : 304 )%180,000/5 7T
(ZZ—=% : 648,000/ T) °

RITFERLLBBRESNIL AL - AEFERR
MEFFHRBEAEBRITERLAERK -

FERR

REBMRAEERR AN ST REBITH
SEHRCHERZEREREECEE  REFE
MIBIMEANN 2 EEREE -

AEE N EZEFIRFEEER REMR S
THHERER - WNERRRESIhE EiEL
B o HKARE  AEESREERFNAEH
BEE REMRR ST EwRE -

AEENE R EENEAN B ER R EAME
BT REAR o

AT & AR SR B Lt MR - NSRBI T
MEAEE RS IMEAERIR S 75 1 E
PR ST - ARAEENR ST REEBR
i ROMBMEERI RS HRTT - BB RREE
SHEERRARIETDEN -

WEE S E R

REBRBESARE - AEEELRERT
SRBLSEYENERBRARRLKT -
B AREEERIREE & RAERS TR
BNYE - ARFEERR - AREELEER
EAFHELER -

AEENBRASERERERBDESHR - A
RN EBHER MRS BT EE AR
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For the year ended 31 December 2014
HE_Z-MOF+-_A=+—RHILFE

36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

PRREREENBREBEE)

36.4 Liquidity risk (Cont'd) 36.4 REELSEK(E)

The following tables show the remaining contractual maturities at TRINRZARFTRB S RE(BIEIRENFE

the end of the reporting period of the Group’s bank borrowings,
based on undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on rates
current at the end of the reporting period) and the earliest date

K (AN 70% BB EHARMBRITH EEA E R F
S2B)RAERNKERHAZINAEE
RARBRRERRAORITEENR T EHH
MR

the Company can be required to pay.

Specifically, for term loans which contain a repayment on demand BT - $RERITI2RRIBITENE
clause which can be exercised at the bank’s sole discretion, the gx%ﬁﬂ%?ﬁﬁ’]miﬁ% W BRASTIEASE

] BRZRE SR A A T 5 ] (BN i B g 4
Tﬂfﬁi\/ﬂ%#%%‘J%IEHHTE%E X)) 25113
End - HbRTEENH A D ARG S
EKHHREL -

analysis shows the cash outflow based on the earliest period in
which the Group can be required to pay, that is if the lenders
were to invoke their unconditional rights to call the loans with
immediate effect. The maturity analysis for other bank borrowings
is prepared based on the scheduled repayment dates.

Weighted Total
average contractual
effective On Less than 6to 2to  undiscounted Carrying
interest rate demand 6 months 12 months 5 years cash flows amount
MEFY ~MEA HEESiE:]
ERF=® REX ORAER  ET-R —£E5f BERELE EHE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TAT TAT TAT TAT TAT TAT
2014 —Z-QnEg
Accounts payable FEfTERZR - 71,664 - - - 71,664 71,664
Accruals and other payables JEETEBR R
Hi R - 24,934 - - - 24,934 24,934
Term loans subject to repayment Mﬁ REXS at{\ 2H
on demand clause EHER - 2,553 - - - 2,553 2,553
Other bank loans HEitRITER 6.22 - 3,882 3,781 15,762 23,425 21,125
Loans from non-controlling 3&% IRIREER
shareholders - - - - 74,823 74,823 74,823
99,151 3,882 3,781 90,585 197,399 195,099
2013 —E-=F
Accounts payable ERERR = 112,179 - - - 112,179 112,179
Accruals and other payables B R R
Hibpe(t g - 20,934 - - - 20,934 20,934
Term loans subject to repayment M RERERB K
on demand clause THEDR - 52,235 - - - 52,235 52,235
Other bank loans HipRfTEH 6.22 - 4,182 4,078 23,987 32,247 28,283
Loans from non-controlling 3&% MRAXRE R
shareholders 2.7 - 26,460 - 74,823 101,283 101,105
Convertible notes MERERE 1338 - 1,190 44,598 - 45,788 42,140
185,348 31,832 48676 98,810 364,666 356,881
gg (hE) wEnEsman —z-mess 111
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36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

For the year ended 31 December 2014
HE-_Z-—NE+-_A=+—HIFE

MHEREENBREBEE)

36.4 Liquidity risk (Cont'd) 364 RBESEM(E)
The table that follows summarises the maturity analysis of term TR EREREZERNERETIZE
loans with a repayment on demand clause based on agreed KRR EE KA EBNEIE R 5T © 3Z
scheduled repayments set out in the loan agreements. The ZLHERRBIBAHNANEFTENTERIE - B
amounts include interest payments computed using contractual It ZESBERA LAEFHASTPIRE
rates. As a result, these amounts were greater than the amounts KINHSEEAEENSE AR - EXRAEE
disclosed in the “on demand” time band in the maturity analysis ISR - ERRABRIT IR REITHEER
contained in as above. Taking into account the Group’s financial BREEKANEER - EEREXSTHERH
position, the directors do not consider that it is probable that BB R EFTE MR EE RN B HAEE -
the banks will exercise their discretion to demand immediate
repayment. The directors believe that such term loans will be
repaid in accordance with the scheduled repayment dates set out
in the loan agreements.
Maturity analysis of term loans subject to a repayment on demand M7 iR 2R E R G A E B EFURBEE B3 H
clause based on scheduled repayments is as follows: HMEIHAR ST ¢
Total
On Less than 6to 2t05 undiscounted Carrying
demand 6 months 12 months years cash flows amount
~MEAZE RITR
BRERX  DRAEAR +=lA ZEZIF HLRBLE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FHT FHT T FHT FHT
31 December 2014 —Z—uEF
+=A=1+—H - 2,574 - - 2,574 2,553
31 December 2013 —T—=fF
+-A=t+—H~ - 14,148 12,832 27,440 54,420 52,235
Fair value 36.5 AREE

36.5

The hierarchy groups financial assets and liabilities into three
levels based on the relative reliability of significant inputs used in
measuring the fair value of these financial assets and liabilities.
The fair value hierarchy has the following levels:

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

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

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

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

Jm

ZEEREARGEEREERABENALE
ENSRH ABENRE I EREZ SR
BENABERNRS=BRER - 2ABERBHEDY
RAT B -

. F—E: RRBEERBERNOBIEE
MIZHRE CREHE)

. E_E RE-ENREN  BEEK
BEm S AT EE(BER) KHEE (AN H
BRRITE)ERNBARE - &

o F=E - WFREAIBSR TS RIEER
EEXBENRAZB(TAHEEA
2Ux) o

EREEXRENRABEBROEROERT
REHARABEAEN S AEATENRER
A ABURAETT ©
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For the year ended 31 December 2014
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36. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Cont'd)

36.5 Fair value (Cont'd)

The directors of the Company consider that the fair values of the
Group'’s financial assets and liabilities are not materially different
from their carrying amounts because of the immediate or short-
term maturity of these financial instruments. The fair values of
non-current financial assets and liabilities were not disclosed
because these are not materially different from their carrying
amounts.

37. COMMITMENTS AND OPERATING LEASE ARRANGEMENTS

(a)

(b)

Other commitments

Other commitments in respect of properties held under
development for the Group are as follows:

e MR M
36. BIBEBERNKER BB

36.5 AREEE)
ARRIEERE  ARZECHIEBENHR
BT MAEESREERBENAAE
EHERAEEETKA - BRERDSHEE

RBENARBEEEEREEZENA 8T
BEREAAEE-

37. AERKEHELH
(a) HtxRiE

AEBRBERTYEOEMAENT

2014 2013
—ZT—NF —E—=F

HK$'000 HK$'000

FHET FHT

Contracted but not provided for BRNEBREE 7,131 64,128

Operating lease arrangements

(i) The Group had future aggregate minimum lease receipts
under non-cancellable operating leases in respect of land
and buildings which are receivable as follows:

() REEHEZRS

()  AEEREBESAIRESCEHERK T
MEFHRKRERSBALRNAT :

2014 2013

—E—NEF —T—=%F

HK$'000 HK$'000

FET FAT

Within one year — %R 12,829 11,069
In the second to fifth years EE—ZETasE 8,792 10,036
Over five years ZRAF 814 -
22,435 21,105

The Group leases out its investment properties under
operating lease arrangements which run for initial periods
of less than one year to five years (2013: less than one year
to five years) or expire at dates as mutually agreed between
the Group and the respective tenants, without an option to
renew the lease terms at the expiry date. The terms of the
leases generally also require the tenants to pay security
deposits.

AEERBLEHERENHEEREY
¥ NEABRIR—FERF(ZF—
=F PR -FERAF)RRAEE M
HRRATE P AR 3 5E /Y B HfE W - HEr
B S RA RE B AR RO IR A - FHA 6K
—RITREHRL X NREFRS -
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37.

38.

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

COMMITMENTS AND OPERATING LEASE ARRANGEMENTS 37. RERKEHEZHE)
(Cont’d)
(h)  Operating lease arrangements (Cont'd) (h)y EEHESZHEE)

(i) The Group had future aggregate minimum lease payments (i) AKERBETAIHECEHSEMN i
under non-cancellable operating leases in respect of land REFHRRZEESERBRTOT :
and buildings which are payable as follows:

2014 2013

—B-mF —E=F

HK$'000 HK$'000

FET FHIT

Within one year —FR 2,610 44

In the second to fifth years BE_ZERhEF 3,605 -

6,215 44

The Group leases a number of properties under operating AEERBEELHEZHBEZEY

lease arrangements which run for initial periods of one to ¥ LA ZE=2=F(—FT—=F:

three years (2013: one to two years) or expire at dates as —EMF) IR A EEEEEEEER

mutually agreed between the Group and the respective 0 E R B ERE M - HEIT AR B A5 A E i B
landlords, without an option to renew the lease terms at the ERREERE -

expiry date.
RETIREMENT BENEFIT SCHEME 38. BIKBEFRIFTE

Hong Kong

The Group has joined a Mandatory Provident Fund Scheme (the
“MPF Scheme”) for its employees in Hong Kong. The MPF Scheme is
registered with the Mandatory Provident Fund Scheme Authority under
the Mandatory Provident Fund Scheme Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds
under the control of an independent trustee. Under the rule of the MPF
Scheme, the employer and its employees are each required to make
contributions to the MPF Scheme at rates specified in the rules. The only
obligation of the Group with respect to the MPF Scheme is to make the
required contributions under the MPF Scheme.

The retirement benefit scheme contributions arising from the MPF
Scheme charged to the consolidated statement of profit or loss represent
contributions payable to the funds by the Group at rates specified in the
rules of the scheme.

PRC

The employees of the Group's subsidiaries in the PRC are members of a
state-managed retirement benefit scheme operated by the government of
the PRC. The 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 under the scheme.

During the year, the retirement benefit scheme contributions amounted
to HK$2,679,000 (2013: HK$2,130,000). No forfeited contributions has
been used to reduce the level of contributions in both years.

58

AEBEE2N—AREEERE BB R ZEH T
NESEE([REEE ) - RESFEIERER
B AESET RGP ERGEABE ST EEE R
it - BESFABZEERAEE 2 EEDFERIE
HEYXAATEZESRE - REBRESEZ
HE - EEREEAD BIZARAEE 2t R s iE
EREIEN - AEERBE S EAE IR EER
WIRESRIE S FT IR EEHHEK -

B4R & B aA PR A R TE S5 8 2 R IREMFT
SRR AEEIZZ A SR AERA 2 L RBRAR
&2 AR

R E]

AEERENBEATZEESHRERTLELE
RERENEFE - WBARAAREEF 25
FrRAERELRABEMN S BER - AEMRZ
RERERIEH 81 B (AR BUE L R -

FR - RKEREEIE L AB2,679,0008 (==
— =4 : 2,130,000 7T ) ° 1 & K| )2 Y it FORE
M{EEE A Z HEFRKTF -
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For the year ended 31 December 2014
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39. RELATED PARTY TRANSACTIONS

(a)

(b)

(c)

e MR

39. BEALRS

Transactions with related parties (a) EEBEEATETHRES
The Group had the following transactions with related parties: AEEHEBEATETHRZWT ¢
2014 2013
—E2-IF —T—=F
Notes HK$'000 HK$'000
HteE FET FAT
Rental expenses to Fontwell Holdings 2 {5 F Fontwell
Limited (“Fontwell”) Holdings Limited
([Fontwell | < F (i) (54) (141)
Rental income from Clark Hatch Fitness A EER NG T RS
Centers (Shanghai) Ltd. (“Clark Hatch”) BREAR([ RN &)
I ERF & YT A (i) 263 635

Membership fee to Clark Hatch XN FRARGTNEHEE (ii) - (151)

Interest paid to Chong Lai (Panama) S.A. i FChong Lai (Panama)

S.AHFE (i) - (6)

Notes: iz -

(0) Mr. TAOCHAIFU Choofuang, Mr. TAO Richard and Mr. TAO Paul, (0) M EE BRI ERMEHHELE LS
who resigned as the Company’s directors on 5 June 2014, have RZZE—WOFAARAHEARRES)R
beneficial interests in Fontwell and Chong Lai (Panama) S.A.. The Fontwell %2Chong Lai (Panama) S.A.FR#EHE
amount charged by Fontwell was in accordance with the terms of e © Fontwell ThAR 4548 B8 175 5 10 {5 SR U
the relevant agreement. A -

(i) Mr. TAO Richard and Mr. TAO Paul, who resigned as the (i) MBERATEERBHHEEGGR-_F—MFN
Company’s directors on 5 June 2014, are directors of Clark Hatch FREABAEARAES) ARNRBTNE
and Mr. TAO Paul has beneficial interests in Clark Hatch. £ MEHEEER RN BTFRHEEER

KR o

Balances with related parties (b) PBAEALTZ#EER

Details of the balances with related parties at the end of the RS B ERRRE A = 2 BT BN GR A 1S

reporting period are disclosed in the consolidated statement of KR IRER M IFEL7 ~ 23 + 27 K29 #i 5z o

financial position and notes 17, 23, 27 and 29.

Key management personnel compensation (c) FEEBASHMH

The directors are of the opinion that the key management
personnel were solely the directors of the Company. Remuneration
paid to the Company’s directors is disclosed in note 11.

BEEZRA IREEAREREBARRES -
ENARRARZESHF LI RKEE -
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For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

40. COMPANY’S STATEMENT OF FINANCIAL POSITION 40. 7R T B AR R &R
2014 2013
—E—NmEF =%
HK$’000 HK$'000
FET FHT
Investment in subsidiaries RB AR ZIEE 119,215 133,960
Amounts due from subsidiaries FEUPT I A RIFIE 581,050 461,762
Deposits paid, prepayments and Bfiee - BARER
other receivables Hib e shIa 1,671 408

Bank balances and cash IRITHEBRKIRS 434 4,890
Convertible notes AR R = (42,140)
Accruals and other payables FEET & R R H b FE( kI8 (2,732) (5,009)
Financial guarantee contracts IS EREH (98) (1,017)

699,540 552,854
Share capital A& X 13,842 13,246
Share premium R0 B 579,346 528,150
Share option reserve R = 2,215
Convertible notes equity reserve AR IR E R = 480
Contributed surplus BB (22) (22)
Retained profits (Note) REB BN (HTE) 106,374 8,785

699,540 552,854
Note: HieE -
Details of the movement in the Company’s retained profits are set out below: RRABURB B 2 FEFIFRFAOT -

HK$'000
FHT

At 1 January 2013 R=_ZF—=F—HF—H 20,520
Loss and total comprehensive expense for the year FEBEREEAS LR (9,156)
Dividend paid BARS (2,579)
At 31 December 2013 R-E—=F+-A=1+—8H 8,785
Profit and total comprehensive income for the year FERAEE2ENESLAEE 97,589
At 31 December 2014 R-ZE—NFE+_-_A=+—H 106,374

1 1 6 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED Annual Report 2014
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41.

Notes to the Consolidated Financial Statements

e MR

PARTICULAR OF PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries, each of which is a limited liability
company, as at 31 December 2014 and 2013 are as follows:

Issued and fully

TEMBRRNFE

R-E-—NER-_E—=F+_A=+—HBFZHK
BARI(BABRARKFBMT -

Place of paid ordinary
incorporation/ share capital/ Attributable Principal activities
Name of subsidiary establishment registered capital equity interest (Place of operations)
ERTRAZ
DRER MR R E BERA S ERER e TEXB(EXME)
Directly Indirectly
HE S

LVGEM Real Estate Limited BVI 347 shares of 100% — Investment holding Hong
(formerly known as “New Heritage EBERRES US$1 each (2013: 100%) Kong (“HK")
Corporation Limited”) 347 BREE 100% BEER(BES)

AR ERR R 1%t (ZZ2—=F:

(RITEI B2 CEARAA ) 100%)

LVGEM (Suzhou) Real Estate Investment HK 156 shares of - 100%  Investment holding
Company Limited (formerly known as &/ HK$1 each - (2013: 90%") and administration
“New Heritage Development Limited”) 156 BIREE 100%  vehicle of the Group

(BN ) HEREBRAR BT (ZT—=F:90%")  (HK)

(Rl ERRABR AR BB R BRIE
REETBIE
(B8)
Accordcity BVI (Note c) 102 shares of - - Investment holding (HK)
EEEBARS US$1 each (2013:100%) HREZR(FH)
(Ktite) 1028 FIREELIET (ZZ—=%:100%)
New Heritage Investments Limited HK (Note c) 6,260,000 shares of - - Investment holding (HK)
i EERAR BB (Mztc) HK$10 each (2013:100%) #REER(EE)
6,260,000f% &% (ZZT—=%: 100%)
EE10%87T
New Heritage (IP) Limited BVI (Note c) 1 share of - — Holding of trademark
ME(ER)ERAA REERRES US$1 each (2013:100%)  of the Group (HK)
(Hfztc) IREREELIET (Z2—=5F:100%) HALEEBE(EE)
New Heritage Land Limited HK (Note d) 1 share of - — Investment holding (HK)
EEERR A B (fEd) HK$1 each (2013:100%) REER(EE)
IREREELET (ZZ—=% : 100%)
NHML HK (Note c) 1 share of - — Administration vehicle
MEEE B (Hztc) HK$1 each (2013:100%)  of the Group (HK)
IREREELET (ZZ—=F:100%) BREAKETHIE
(B#)
New Heritage Properties Limited HK (Note d) 1 share of - - Investment holding (HK)
HEMEBR AR BB (Histd) HK$1 each (2013:100%) HEEFR(BH)
1REBREEBLET (ZZT—=%: 100%)
Prosper View Group Limited* (“PVGL")  HK 10,000 shares of - 51%  Investment holding (HK)
HIAREAR AR ([1H3EA]) N HK$1 each - (2013: 46%*) HAEER(BS)
10,000 &R EE 51%
1T (ZT—=%F : 46%*)

World Margin Limited HK 800,000 shares of - 100%  Treasury vehicle of the

tFRARA A B HK$1 each = (2013:100%)  Group (HK)

800,000 G E1E 100% REAKENTE
18T (ZZ—=% : 100%) TAE(HK)
sz (vm) wEgRAmRAs —z-mesg 117
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41. PARTICULAR OF PRINCIPAL SUBSIDIARIES (Cont'd) 41. FEMBRARNFEE)
Issued and fully
Place of paid ordinary
incorporation/ share capital/ Attributable Principal activities
Name of subsidiary establishment registered capital equity interest (Place of operations)
ERTRER
NEIEE MY R LB EmER PEAG R AR & TEEB(EENE)
Directly Indirectly
B i
Suzhou Garden Villa Development & PRC (Note (a)) US$20,550,000 - 95%  Properties development
Management Co., Ltd. Rl (A7t (a)) 20,550,00037C - (2013: 86%")  and investment (PRC)
BINREREREREEERAA 95% MEHERIERE(HE)
(ZZT—=%F : 86%")
Suzhou New Heritage GF Limited PRC (Note (b)) US$26,600,000 - 61%" Properties development
(“SNHGF") B (ffzt (b)) 26,600,000 7% - (2013:55%)  and investment (PRC)
BN hE B R A 7 ([ ERMNEES]) 61%" WHEERERZE(FE)
(ZE—=%F : 55%")
Suzhou New Heritage WZA Limited PRC (Note (b)) US$8,000,000 - 100%  Properties development
BN EES R AR R (HzE (D) 8,000,0005 75 - (2013:100%)  and investment (PRC)
100% WEERERIEE(FE)
(ZE—=% :100%)
New Heritage WJA Limited PRC (Note (b)) US$13,000,000 - 100%  Properties development
RIEMEGR AR REI(f7EE (b)) 13,000,000%7T - (2013: 94%") and investment (PRC)
100% MFERERRZRE(FE)
(ZZ—=%F : 94%")

3 The Group has an effective interest of 51% (2013: 46%) in PVGL, of which @ NEBEEABARSL% (ZT—=4F : 46%) BEIR
the immediate holding company was a non-wholly owned subsidiary in prior o OMmMEEEERARALFE—BIEEZEHBA
year. In the opinion of the directors, the Group has the power to control Ale BRERA  AEBAEELETIHAREKE AR
over the relevant activities of PVGL and its subsidiary and PVGL and its MR ER At mPARENB AR EEMEHRER
subsidiary is consolidated in the financial statements accordingly. REZAAER ©

# Approximate percentage. & BMAES L

Notes: HiaE

(@)  This subsidiary is registered as a Sino-foreign cooperative joint venture (@ EMBRARREBRBIARELATINEEEGERR
under the PRC law.

(b)  These subsidiaries are registered as wholly foreign owned enterprises under (b) HEMBARBBRRBIEARELAINEBERSE -
the PRC law.

(c) During the year, these subsidiaries have been disposed of (see note 33). (c) FR - ZEMBAREHE(RKMEEI3) -

(d) During the year, these subsidiaries were deregistered. (d) FR - ZEMBAREESH

(e) None of the subsidiaries had issued any debt securities at the end of the (&) RBEHR  HEMBARBITEAERES °
reporting period.

(f) The official names of the PRC subsidiaries are in Chinese. The English ® hEHBARYESEEATY  BY2BLEHS
translation of the names is for reference only. E)

The above table lists the subsidiaries of the Company which, in the BEDA . FRIEZAATIMBAT  TES L

opinion of the directors, principally affected the results of the year or NEBAEE L ERANEFLEERABIIE

formed a substantial portion of the assets and liabilities of the Group. To AR c EERAEMTEHB AT Z XEeS
give details of other subsidiaries would, in the opinion of the Directors, EiRBRTE -

result in particulars of excessive length.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014
HE-_Z-—MNF+-A=+—ALFE

41.

PARTICULAR OF PRINCIPAL SUBSIDIARIES (Cont'd)

Material non-controlling interests ("NCI")

Summarised consolidated financial information of PVGL and its
subsidiary that have material non-controlling interests is set out below.
The summarised financial information below represents amounts before

intragroup eliminations.

41.

e MR

FTENBLRNFE®)

BEAFERERD ([ FFERER )

ERAGIARENBAR(EEEERIFERER) 2

REMBERBMINT - TRAFMBERTRIE

MEBERNRRIEEHA 2 25 o

PVGL and its subsidiary =N N
2014 2013
—B-MmF —T—=F
HK$’000 HK$'000
FHET FAT
Non-current assets JEmENEE 1,041 425
Current assets MENEE 326,058 367,303
Current liabilities mENBE (39,979) (70,982)
Non-current liabilities ERBAG (155,179) (154,721)
Equity M 131,941 142,025
Equity attributable to owners of the Company ARARIIRRE( RS 95,081 101,202
Equity attributable to non-controlling interests ~ JEFERX AR B FE(L #E RS 36,860 40,823
131,941 142,025
gg (hE) wEREARAT —z-mess 119



Notes to the Consolidated Financial Statements

e IR MR

For the year ended 31 December 2014
HE-Z-—mN&E+-A=+—HIFE

41. PARTICULAR OF PRINCIPAL SUBSIDIARIES (Cont'd) 41. T ENBATNFB(E
Material non-controlling interests (“NCI”) (Cont'd) BAEERER ([FEERER ) (&)
PVGL and its subsidiary (Cont'd) ThRA R B BB 5] (#)
2014 2013
—E-mEF =%
HK$'000 HK$'000
FET T
Revenue W #s 55,676 133,622
Expenses and tax X KA (58,877) (112,700)
(Loss) profit for the year FE(EE)&F (3,201) 20,822
(Loss) profit attributable to owners of the RA TR R FE(
Company (B18) 87 (1,946) 12,660
(Loss) profit attributable to the non-controlling  FEIZARfE 25 FE(L
interests (&E18) & (1,255) 8,162
(Loss) profit for the year FE(EEE)AF (3,201) 20,822
Other comprehensive (expense) income AARPRREGEMEE
attributable to owners of the Company (A ) Was (3,348) 4,438
Other comprehensive (expense) income SEERR S (R 2T
attributable to the non-controlling (RS ) Wezs
interests (2,158) 2,861
Other comprehensive (expense) income FEHMEE
for the year Gl e (5,506) 7,299
Total comprehensive (expense) income AR RIRRELZR
attributable to owners of the Company (PR s 4a %8 (5,294) 17,098
Total comprehensive (expense) income JEFE RS IR 2
attributable to the non-controlling interests () e 4R %E (3,413) 11,023
Total comprehensive (expense) income FE2E(FX)KREREE
for the year (8,707) 28,121
Net cash inflow from operating activities KB RIS RN F R 17,157 74,407
Net cash outflow from investing activities HEEBRIR SR FEE (1,608) (3,848)
Net cash outflow from financing activities BB R ARSI FEE = (24,744)
Net cash inflow REMAFRE 15,549 45,815
* As at 31 December 2014, the Group held 51% (2013: 46% through its R-ZZE—NMEFE+-_A=+—H0 AEEHFEHRHN
non-wholly owned subsidiary) equity interest in PVGL, which indirectly held S1%HE(ZE—=F BBREFZEHNBRAREAE
80% (2013: 80%) equity interest in SNHGF. In addition, the Group also 46%) AR ER A HRMFTFE0RBE(ZT—=
indirectly held the remaining 20% (2013: 20%) equity interest in SNHGF. F D 80%) o kAN - NEBENNEEEEHINTEST
Therefore, the Group effectively held 61% (2013: 55%) in SNHGF. 20%MHE(— T —=4 : 20%) - At » REEERE
BEEEMNHE61%(—ZT—=4F : 55% ) K °
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Financial Summary

R

Year ended 31 December
BZE+-—A=1+—HLEE

2010 2011 2012 2013 2014
—E-TF E——F ZE—=F IZT—=F ZE-@0F
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FAT FAT FHT FHT FExT
RESULTS E
Revenue Wz 375,526 375,182 272,102 212,402 524,305
Profit from operations K BF 49,364 18,713 12,748 3,549 36,888
Finance costs BB A (18,616) (6,205) (1,937) (1,828) (1,653)
Share of results of associates i N 13,424 18,500 20,417 19,848 7,038
Profit before tax R 58 AT 22 ) 44,172 31,008 31,228 21,569 42,273
Income tax expense Fris®imx (17,379) (20,131) (15,730) (26,230) (27,574)
Profit (loss) for the year FERF(EE) 26,793 10,877 15,498 (4,661) 14,699
Attributable to the owners KR BIRLRFE(E
of the Company 18,061 12,163 8,208 (14,739) 16,326
At 31 December
R+=—A=+—8
2010 2011 2012 2013 2014
—T—TF —T——*%F T4 =4 —E-lmE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FAT FAT FABT FET FExT
ASSETS AND LIABILITIES EERER
Non-current assets SERENEE 515,020 531,609 528,570 533,854 312,630
Current assets MENEE 1,144,055 1,139,131 1,088,053 1,343,022 1,000,424
Current liabilities MEEE (451,499) (366,596) (447,534) (655,737) (136,935)
Non-current liabilities EMEAE (258,281) (301,020) (141,468) (150,202) (141,801)
Net assets EEFE 949,295 1,003,124 1,027,621 1,070,937 1,034,318
Capital and reserves attributable /NS Y
to the owners of the Company AR AN R fE 866,536 912,040 930,967 973,325 988,845
gg (hE) wEREERAT —z-mess 121



List of Principal Properties

1. Investment Properties

REW=

Approximate

Interest Approximate

Attributable Total Gross
Properties to the Group Floor Area Type Lease Term

(sg.m.)

SBFTG

LYES BAOER BEEEEN Wl A
(SFFK)

The Shopping arcade of Phase 1 95% 11,023 Commercial 70 years from
and all shops on Level 1 at Zone A [SES 19 October 1992 to
of Phase 5, Suzhou Garden Villa, 18 October 2062
98 Shi Shan Road, H—hAhZF+A+NBEE
New District, Suzhou, ZEARZFTATNAR
Jiangsu Province, the PRC BEE+F
Fp BT &k & k)N TR [@ 280 LU BR 085
SREESLE —HARE IR 5
ERA—IEARFA S
Shops on Levels 1, 2 and 3 of Block 11 95% 4,481 Commercial 70 years from
and the basement, Suzhou Garden Court, (EES 16 January 1995 to
1333 Bin He Road, 15 January 2065
New District, Suzhou, H—NANREF—A+BZE
Jiangsu Province, the PRC —EXAF—A+HAHA
AR BT &R &0 T 37 12 8 R S 133355 REETF
R ELIE—1E . . =
% [ Hh R E
Villa J101, Suzhou Garden Villa 95% 270 Residential 70 years from
Phase 1, 98 Shi Shan Road, F= 19 October 1992 to
New District, Suzhou, 18 October 2062
Jiangsu Province, the PRC H— L =F+A+hAE
Hp BT &k & RN T (@ 280 LU BR OS5k “ERZHETATNAB
$REEILE—HAJ101 5 REETF
Flat 1A of Jin Guo Tower, Flats 1A, 2D, 6C, 95% 4,756 Residential 70 years from
7C, 8C, 9C, 10B to 10D, 11C, 11D, 12A to F=E 19 October 1992 to

12D, 15B, 16D, 17Ato 17D, 18B to 18D,
19A, 19C, 19D, 20C and 20D of Jin Sing
Tower, Suzhou Garden Villa Phase 2,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province, the PRC

Fp BT AR R T T 280 L B 985

IR E — HIRHEIAR - REIZIAR -
2DZE 6CZE  7CE * 8CE * OCE -
10BZE10DZE *11C=E *11D=E * 12AZ12DFE -
15B=E - 16D=E 17AZ=17DE - 18B£18DE »
19AE * 19C=E * 19DE : 20CE K20DE

18 October 2062
B—ANZF+A+HhBEE
ZERZF+ATNARB -
AHETF
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Investment Properties (Cont'd)

REWME(#)

Properties

L/ES

Flats 1B, 1D and 1F of Jin Bon Tower,
Suzhou Garden Villa Phase 3,

98 Shi Shan Road,

New District, Suzhou,

Jiangsu Province, the PRC

rh BT &k & k)N T 87 [ 280 LU BR O8SIR
IRESLE —HIIRFIZ1B - IDRIFE

Properties Held Under Development

BREPYE

Approximate
Interest

Attributable
to the Group

Properties

SKEFG
B4R

LIES

Taihu Garden Court
situated at

Ling Tang Road North,
West of Mu Guang Canal,
Guangfu Town,

Wuzhong District, Suzhou,
Jiangsu Province, the PRC
RIE

AL BT8R B
RAENEHE
EEREALE
AREEA A

61%

Approximate
Interest

Attributable
to the Group

ESE N
AR

95%

Approximate
Total Site Area
(sg.m.)

A BT
(FK)

131,445

Approximate

List of Principal Properties

EEYF

Total Gross
Floor Area Type Lease Term
(sg.m.)
BEREEBEN 5l HHA
(SFFHK)
484 Residential 70 years from
*=£ 19 October 1991 to
18 October 2061
H—ANL—FTA+NBEZE
ZER—F+A+NR -
AEEHE
Approximate Actual/
Total Gross Estimated Date
Floor Area Type of Completion Progress
(sg.m.)
BB fhE
MEZEHEL  Eh BIHHY ERAMR
(FAXK)
88,889 Residential Phase | Completed
June 2009
Residential Phase Il Completed
December 2011
Residential Phase Il Completed
September 2013
£ £—H BRT
ZZTNERRA
= E—H B%RT
—T——%+ZA
= E=H BT
—T—=FNA

#2 (TE) BERERRLR

123

— T EER



List of Principal Properties

2. Properties Held Under Development (Contd)

BRPYEE)
Approximate
Interest Approximate Actual/
Attributable Approximate Total Gross Estimated Date
Properties to the Group Total Site Area  Floor Area Type of Completion Progress
(sg.m.) (sg.m.)
SBFL B fhE
L/ES AR ApEEES SRERRDY 855 BT A ERMR
(FEFRK) (FERK)
Lakeside Garden Court 100% 86,236 152,373 Residential/ Phase | Completed
situated at East shore of Commercial December 2010
Long Zhong Lake in
Shengze Town, Residential Phase II Completed
Wujiang City, Suzhou, December 2011
Jiangsu Province, the PRC
%50 Residential Phase |l Completed
IR BT &S November 2012
BRI EE
BRASS ER Residential Phase IV Completed
October 2014
FE/TAEx F-H B¥T
“T-TF+-A
(G2 E—H B®RT
—T——%+=R
F=E E=Hj B®RT
—T——F+—A
FE 2 IH] B®RT
—T-FE+A
Office, SOHO and retail arcade 100% 14,592 58,368 Commercial/  the end of 2017 Redesigning
to be situated at Office stage
Ta Yun Road West,
Yue Lai Xi East, EEY4 —T—+FR BIRAFR
Economic Development Zone, /N PR ER

Wuzhong District, Suzhou,
Jiangsu Province, the PRC
WAR - EPERE
RERAERTETS
HERLRA R BT R & BRM
RHRLEERERE

HrE B P B AOZ R A
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