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Consolidated Income Statement

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013

NBE BB E in HK$ Million ﬁg 2013 2012
F - Turnover 3(a) 9,138 7,372
BEKAREEER Direct costs and operating expenses (2,301) (1,630)
ER Gross profit 6,837 5,742
N Other income 4 36 2,153
THEA Administrative expenses (642) (626)
REFAREWE S AFE  Operating profit before change in fair value

EHE AL 2 e of investment properties 6,231 7,269
B 7 NF(EE Increase in fair value of investment properties 12 2,482 2,522
DETAKREYEZ AFE  Operating profit after change in fair value

AN A 2R of investment properties 8,713 9,791
FEMA Interest income 793 621
B8 A Finance costs (398) (348)
FBMAFEE Net interest income 5 395 273
BEEEhERF Share of profits of joint ventures 14 96 105
B A AT A Profit before taxation 3(a) &6 9,204 10,169
BIE Taxation 8@) (1,447) (1,249)
AN F Profit for the year 7,757 8,920
FEA - Attributable to:

A& ER Shareholders 23 7,212 8,395

SRR A Non-controlling interests 24 545 525

7,757 8,920

FIREF Earnings per share 11(a)

HAK Basic $1.61 $1.88

e Diluted $1.61 $1.87

MBREWMED AR BRR L — 8D -
FABRRBIEREFFINMHFEL

The accompanying notes form part of these financial statements. Details
of dividends payable to equity shareholders of the Company attributable
to the year are set out in note 10.
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Consolidated Statement of Comprehensive Income

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013

NBE BB E in HK$ Million ﬁg 2013 2012
AR B A Profit for the year 7,757 8,920
Hib2mE W= Other comprehensive income 8(d)
HEgnEHoBEERE Item that may be reclassified subsequently
IER : to profit or loss:
I B A J]BRTE Exchange difference arising from translation
EEXCEHEZR of overseas subsidiaries 2,676 150
REEZHINZETE Total comprehensive income for the year 10,433 9,070
EhEEkEEEE Total comprehensive income attributable to:
A% Shareholders 9,712 8,645
FEEAR R A Non-controlling interests 721 525
10,433 9,070

R ERM T AR RER 2 — 8 -

The accompanying notes form part of these financial statements.
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Statements of Financial Position

W=—Z—=%+=H=+—8 At December 31, 2013

£E NG
Grou Compan
i ’ pery
LA EBITatE in HK$ Million Note 2013 2012 2013 2012
FRBEE Non-current assets
BEE&EE Fixed assets
KB Investment properties 107,587 98,223 - =
BRPEEYE Investment properties
under development 30,478 24,482 - -
EMETEEE Other fixed assets 289 250 - -
12 138,354 122,955 - -
MIE A Rl Interest in subsidiaries 13 - = 64,356 71,633
GRS Interest in joint ventures 14 1,030 1,041 - =
HEMEE Other assets 15 8 - _ _
IRIEFRIEE Deferred tax assets 21(b) 7 12 - =
139,399 124,008 64,356 71,633
RBEE Current assets
HE RIBITFR Cash and deposits with banks 16 34,321 36,025 1 1
JRE ST B 3 K2 L At e Uk Trade and other receivables 17 2,865 1,270 3 5
HtmEE Other assets 15 - 452 -
FEME Properties for sale 18 5,695 6,109 - -
42,881 43,856 4 6
REEE Current liabilities
RITERREMES Bank loans and other borrowings 19 1,657 1,113 - -
JFE AT BR X R L Ath FE SRR Trade and other payables 20 5,977 4811 22 21
FEI IR Taxation payable 21(a) 633 392 - =
8,267 6,316 22 21
RBEE/(ARE) FE Net current assets/(liabilities) 34,614 37,540 (18) (15)
EEAERREBAER Total assets less current liabilities 174,013 161,548 64,338 71,618
FkRBEE Non-current liabilities
RITEREEMEE Bank loans and other borrowings 19 33,322 28,623 - -
FE KB A BI5RIA Amounts due to subsidiaries 13(c) - - 20,869 28,423
EEF B E Deferred tax liabilities 21(b) 9,524 8,947 - -
42,846 37,570 20,869 28,423
EEFE NET ASSETS 131,167 123,978 43,469 43,195
BEXRNf#E Capital and reserves
A& Share capital 22 4,479 4.477 4,479 4,477
Ei Reserves 23 120,055 113,451 38,990 38,718
A& R o Shareholders’ equity 124,534 117,928 43,469 43,195
FEIE AR A Non-controlling interests 24 6,633 6,050 - =
e TOTAL EQUITY 131,167 123,978 43,469 43,195
PR R 4% Philip N.L. Chen
EEEKE Managing Director
(CE= H.C. Ho
WITESE Executive Director

M REME A Rz 2 — 87 -

150

1Rt EAR A7 HANG LUNG PROPERTIES LIMITED

2013 45 ANNUAL REPORT
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Consolidated Statement of Changes in Equity

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013
IR AR
Shareholders’ equity
Bl
e
BA  HivE  RBEF Non- ‘e
Share Other  Retained 4858 controlling Total
capital reserves profits Total interests equity
(FF=E22)  (BEE23)  (FfI&E23) (PfE24)
NBEBEITHE in HK$ Million (Note 22)  (Note 23)  (Note 23) (Note 24)
R-_E——F—H—H At January 1, 2012 4473 41,067 65922 111,462 5556 117,018
REE A Profit for the year = = 8,395 8,395 525 8,920
BEGINFBARIBREESL  Exchange difference arising
ZIEHER from translation of
overseas subsidiaries - 150 - 150 - 150
AFEE2HEWSRTE Total comprehensive income
for the year - 150 8,395 8,545 525 9,070
T FEREAREE Final dividends in respect of
previous financial year - - (1,611) (1,611) - (1,611)
REFEHERRG S Interim dividends in respect of
current financial year - - (761) (761) - (761)
BIIRG Issue of shares 4 56 = 60 = 60
BEENREEA Employee share-based
payments - 8 225 233 - 233
[EANE e T Dividends paid to
non-controlling interests - - - = (31) (31)
MN-ZE——F+=-F=+—H AtDecember 31, 2012 and
;r=_FT—=F—H—H January 1, 2013 4,477 41,281 72,170 117,928 6,050 123,978
REZ A Profit for the year - - 7212 7,212 545 7,757
HEGINI B ARIBRIEESL  Exchange difference arising
ZIEHER from translation of
overseas subsidiaries - 2,500 - 2,500 176 2,676
AFEE KR Total comprehensive income
for the year - 2,500 7,212 9,712 721 10,433
FEFEEREARRE Final dividends in respect of
previous financial year - -  (2,5653) (2,553) - (2,553)
REERHEIRL S Interim dividends in respect of
current financial year - - (761) (761) - (761)
BT D Issue of shares 2 42 - 44 - 44
EERESER Employee share-based
payments - 121 43 164 - 164
B 3R AR 2 AR Dividends paid to
non-controlling interests - - - - (122) (122)
8i8 T IEIEAR i sS F0E Repayment to non-controlling
interests - - - - (16) (16)
N=ZZB—=F+=-HA=+—H At December 31, 2013 4,479 43,944 76,111 124,534 6,633 131,167

BRI E AR BRER 2 — 8D

The accompanying notes form part of these financial statements.
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HEEHERER
Consolidated Cash Flow Statement

HE—

T—=F+=-H=+—HIL%EE For the year ended December 31, 2013

OB B BT E in HK$ Million E{E 2013 2012
SRR Operating activities
REKEEB 2 RE Cash generated from operations 25 6,053 6,006
BRFIAE Tax paid

B BB Hong Kong Profits Tax paid (385) (439)

B BIFTS R China Income Tax paid (512) (534)
REKLETH RS FHE Net cash generated from operating activities 5,156 5,033
BREEE Investing activities

BEETEE Payment for fixed assets (9,886) (5,328)
HEEFEEESRIEES  Net sale proceeds from disposal of fixed assets 34 5,170
BUHFEEIEH AR EFKIE Receipt of matured held-to-maturity investments 452 450
=& RS) Interest received 801 586
BREEDERS Dividends received from joint ventures 18 36
FERtE & {EEFRIE Z BN Increase in amount due to a joint venture 89 35
EEMREERER Repayment of advances to unlisted investments 2 1
R=18 A &2 BrERTT Decrease/(Increase) in bank deposits with

TFRZmA /(3 m) maturity greater than three months 7,594 (3,474)
ARRE TS 2 REFHE Net cash used in investing activities (896) (2,524)
A SEE Financing activities

FTILIRITE SRR Proceeds from new bank loans and
HEM g ERSIE other borrowings 5,535 13,879
EBIRITER Repayment of bank loans (475) (4,700)
1T{E %D BRREFT 15 21 TE Proceeds from exercise of share options 44 60
ERFEREMEEEH Interest and other borrowing costs paid (1,093) (866)
BENREHERR Finance lease charges paid - (3)
[EEREES Dividends paid (3,314) (2,372)
BT IR R SRR R Dividends paid to non-controlling interests (122) (31)
BRI R IE Repayment to non-controlling interests (16) =
BERE 2 BAIH Capital element of finance lease - (104)
RERMEIB 2R FE Net cash generated from financing activities 559 5,863
HERBESEEY 2T Increase in cash and cash equivalents 4,819 8,372
EREF o HE Effect of foreign exchange rate change 953 405
R—B—HZEER Cash and cash equivalents at January 1 27,989 19,212
ReEEY
R+=—A=+—H= Cash and cash equivalents at December 31 16 33,761 27,989
ReREELEEY

BRI TS ARG RER 2 — 87 -
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Notes to the Financial Statements

(LA7B¥E A7) (Expressed in Hong Kong dollars)

1 FESFHEE

(a) EHI=EHH

AR RRIIIBIBEABERZ (BT BER
SRR (THKFRSs]) MR - Max FETlRE
HEGMASRMZAEERERCEE
M mEEA (BB G ER
(THKASs]) K2t - BB ARG RAINR
BB CRRURB) 2 RFE o AN Rk IR
B(ERBARIMBRARZESF LMR
AD 2ERBERTE  ARERBZEES
ATERERBRA LT o

BB AGEMEZ B REEBETZ
HKFRSs o ttFHR|EAEE KA AT ERI
S EARE BT HIRATRA - &
REREESES SR AERE MG
SHHENSHBRES A ATBRE
AR - BEAEERETIRAHEE2

RS I SR A B AT S 5T B R
Rz #ER BRI AR (HFE33) -

(b) MBHBREREE
RERBRREBARTREMBAR (5
B IAKE ) RAKERNAERE 2 #a -

BRI XAE @t BRER S G - B
WRIGAE 2 A R iR A -

1 PRINCIPAL ACCOUNTING POLICIES
(@) Statement of compliance

These financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited. A
summary of the principal accounting policies adopted by the Group is
set out below.

The HKICPA has issued certain new and revised HKFRSs that are
first effective or available for early adoption for the current accounting
period of the Group and the Company. Note 2 provides information on
any changes in accounting policies resulting from initial adoption of
these developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these financial
statements.

The Group has not applied any new standard, amendment or
interpretation that is not yet effective for the current accounting period
(note 33).

(b) Basis of preparation of the financial statements

The consolidated financial statements comprise the Company and its
subsidiaries (collectively referred to as the “Group”) and the Group’s
interest in joint ventures.

The measurement basis used in the preparation of the financial

statements is the historical cost basis except as otherwise stated in the
accounting policies set out below.
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Notes to the Financial Statements

1 FESHEE @)

(b) BIBBMREHEE (&)

BIRRFTE HKFRSs 2 Bk - BIEEA
HEEBRZER - BEABNMKRTYIR
TEH HIE - Bt RBRE - BT RAEH
ZBREDBERELR  UKZEEER
BRTHEEEAE EMAZMEL A
RO 45 RAB R 1T R B R 1B H 38 (S BN FE 4D
15 A R R B (E R A R T S
it o B AR e it EbEr B A ©

EEEe T EHENSRMGEMBERE -
MREFHAFTNETRARYEX — B
HYefeaxiHRER  RERTY
ERIMAREEEAZE - AIEELERT
B B AN R 2R HI R AR

S 12 [E7EFE FA HKFRSs B PTYEH B A IS Sk
BEERZENHE LA T EEMENER
JREAR M EE31m it o

(c) MIBQAIRFERES
MBARRAEEZESN ZAR - EXNKE
SEZEREBESAEEE R E &

RN RETHZERTTERNNE
BoHerEly MGEQAIERZER - &F

fRIEHIEE - REBERZEN (BAKH
REMALRE) o

RMBARZIREBRBESZARER
EEFIEEREERNEEMBRERA -
SERNPERZEHRER S - UREERA
MRXZAEEZEAARER G SER
IREMBBRRF2BUEH - KEARNR
Z TS| BUR B IR E R 2 HE T AR B R
W BEERERERIARNREEERR
B HIRRIE 2 &7 -
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1EfEEFR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(b) Basis of preparation of the financial statements (Continued)

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

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized 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.

Judgments made by management in the application of HKFRSs that
have significant effect on the financial statements and major sources of
estimation uncertainty are discussed in note 31.

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns
through its power over the entity. When assessing whether the Group
has power, only substantive rights (held by the Group and other parties)
are considered.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions and cash
flows and any unrealized profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial statements.
Unrealized losses resulting from intra-group transactions are eliminated
in the same way as unrealized gains but only to the extent that there is
no evidence of impairment.

2013 45 ANNUAL REPORT



1 FESFBER @)
(c) MBARIRIEERER (&)
IR ER AIEAEBEERBEBHEBE A

AR EEEEAEMEZNBRRNEEF
EED - LM T - AEBEALRFZFE

=B A BB AT AN G TR B AN = B
BANMNSEDAERMBREEENA
WEL - RNREMBEIMRRA - FRIEIE
HEARNNBRREZDRINESZANZS -

FEFR A A s B G AN 5= B HA R AR R IR 1Y

Ba M RESEOEHABSEEREE
WHBBENDERGERERIEFESERH
WasRRZ5 -

N 5% B 10 BT B 1 B A 2 B B T S A

Bk AIRESRXZTAAR IR
AEELR A S N R MO IR R AR
SNEBEARREAAESNES  BF
SR E LR R

EARERE—WBAR ZIEHE - Kk

HEZMBRARZMAERBEAR  MAE
ERMRERERSER - EERKEHE
BIREBZAENB AR ZEEE A TE

R MEeRRRSVRERRSRE
ERRFE s (ER) R RTER

RBERRHAELERE -

EAXRBZHBRARNERA - HERAZ
BB TR R A AR A T AR E B B F R
(MHEEL()) ©

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(c) Subsidiaries and non-controlling interests (Continued)

Non-controlling interests represent the portion of the net assets
of subsidiaries attributable to interests that are not owned by the
Company, whether directly or indirectly through subsidiaries, and in
respect of which the Group has not agreed any additional terms with
the holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests that
meets the definition of a financial liability. Non-controlling interests are
presented in the consolidated statement of financial position within
equity, separately from equity attributable to the equity shareholders of
the Company. Non-controlling interests in the results of the Group are
presented on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an allocation of
the total profit or loss and total comprehensive income for the period
between non-controlling interests and the equity shareholders of
the Company.

Changes in the Group’s interests in a subsidiary that do not result in
a loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and no gain or loss
is recognized.

When the Group loses control of a subsidiary, it is accounted for as a
disposal of the entire interest in that subsidiary, with a resulting gain
or loss being recognized in profit or loss. Any interest retained in that
former subsidiary at the date when control is lost is recognized at fair
value and this amount is regarded as the fair value on initial recognition
of a financial asset or, when appropriate, the cost on initial recognition
of an investment in an associate or joint venture.

In the Company’s statement of financial position, investments in
subsidiaries are stated at cost less impairment losses (note 1(j)).
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Notes to the Financial Statements

1 FEEHEEX @

(d) &%
BECEAEAEEXNAL T REAMATIZ
BRHRETHREHNER FEEREREZ
25 o

ARERAERRZEE ARSI EELR
BHMBHRRAIIER - MTARRAR - &
BREAEBERESELEZFEENWE
BRZHEELHAE - HFERAREEAE
BEGaE2EEREBREERE A
RE MAKEERGEAZEERNKRBR R
BRg 2B EnNRE 2 RaR
MHER ©

EAKBYHAEEAENEERBEER
PriftEsl  AREFfERRESHIE
T WA ABERERNER  BR
SEABITAEREERT ARG ED
EERNRARRSI - Bk E - AREAE
BECERMIEEE SRBRERATEZR
BREEE UARBEELERAKEYHA
SBEREFE M 2 RS -

EASERAHAEDEZ HRIESIE -
HIEHEZREZMARBE AR MAE
ERREERRER o EAIERRIERE
BIREBZAERE ZBBRIZ A EERE
B MEEERBRERAERREREE
B AFE o

AEFRERESECR I RARIMELEZR
BEEMNNEE  HERASERGEELE
b 2 #ess L BIHKSH © BN RE R B IERE
PrEREECHBRRE  IglRER
= PR B 1R o

EARBZMBIRARA - BELRZERE
THERANMEREAR ARSI (1)) °

156 1Eg#ESR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(d) Joint ventures

A joint venture is an arrangement whereby the Group or Company and
other parties contractually agree to share control of the arrangement,
and have rights to the net assets of the arrangement.

The Group’s interests in joint ventures are accounted for in the
consolidated financial statements under the equity method and are
initially recorded at cost and adjusted thereafter for the post-acquisition
change in the Group’s share of the joint ventures’ net assets. The
consolidated income statement includes the Group’s share of the post-
acquisition, post-tax results of the joint ventures for the year, whereas
the Group’s share of the post-acquisition, post-tax items of the joint
ventures’ other comprehensive income is recognized in the consolidated
statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the joint
venture, the Group’s interest is reduced to nil and recognition of further
losses is discontinued except to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the joint
venture. For this purpose, the Group’s interest in the joint venture is the
carrying amount of the investment under the equity method together
with the Group’s long-term interests that in substance form part of the
Group’s net investment in the joint venture.

When the Group ceases to have joint control over a joint venture, it is
accounted for as a disposal of the entire interest in that investee, with
a resulting gain or loss being recognized in profit or loss. Any interest
retained in that former investee at the date when joint control is lost is
recognized at fair value and this amount is regarded as the fair value on
initial recognition of a financial asset.

Unrealized profits and losses resulting from transactions between the
Group and its joint ventures are eliminated to the extent of the Group’s
interest in the joint venture, except where unrealized losses provide
evidence of an impairment of the asset transferred, in which case they
are recognized immediately in profit or loss.

In the Company’s statement of financial position, investments in joint
ventures are stated at cost less impairment losses (note 1(j)).
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1 FEEHEEX @

(e) BHE
HERELESHZIKABBRASEEERE
Wi R 2R kRl EE - AEMKREEZ
NEEFRFLRED 2 Z5E ©

ﬁ%%ﬁzﬁiﬁﬁi%%’ﬁ)ﬁfﬁ)ﬁﬂéﬁ?ﬁﬂiﬂfz
WA FE M R AR (HEEL() °

AEBEERBET 2 AIHBIEE - BEM

FABEBNRFERMEGED - BRDE
EHZKAEN FEEREEWEINE
EREEPER -

EHE—RARR  EREEBAFER
HERFTARERA °

f M=
1. REYFRZREFREYFE

REMERRBHEHERZSERXFTH
FAERDASMAR/HEREEZ L1
&/SEF - EFBEREERKEEERETH
KAGz L RDEFRESNBERPUAMA
BRIEIREBMEZ W -

BREMEARFEAR  BRIEVERGEE
BIESEZRERMYENDFEESR
TEEA S E - AR TEZS A HER L
EREMEMELEN TR @ZJEETE?HE%
.mi%iﬁ/\  REMEZHSWAMMEEL(q
eipus

WMAEERBEXHERE —EMERER
RIS AR/ SEEARILE - ZiEm
AR TRNMEMSBERARRKREY
X -AMEDEAREMENYEERTD
DEAMIBRERERSHANEZ -
EREetBRRNEANBERERERE
WEMBEEMER S o EAHES M
1(g) Pl ABR ©

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(e) Goodwill

Goodwill represents the excess of the cost of a business combination
over the Group’s share of the fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses and is
tested regularly for impairment (note 1(j)).

Any excess of the Group’s interest in the fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of a
business combination is recognized immediately in profit or loss as a
gain on a bargain purchase.

On disposal of an entity, any attributable amount of purchased goodwill
is included in the calculation of the profit or loss on disposal.

(f) Properties

1. Investment properties and investment properties under
development

Investment properties are land and/or buildings which are owned or
held under a leasehold interest to earn rental income and/or for capital
appreciation. These include land held for a currently undetermined
future use and property that is being constructed or developed for future
use as investment property.

Investment properties are stated at fair value, unless they are still in the
course of construction or development at the end of the reporting period
and their fair value cannot be reliably measured at that time. Any gain or
loss arising from a change in fair value or from the retirement or disposal
of an investment property is recognized in profit or loss. Rental income
from investment properties is accounted for as described in note 1(q).

When the Group holds a property interest under an operating lease
to earn rental income and/or for capital appreciation, the interest is
classified and accounted for as an investment property on a property-
by-property basis. Any such property interest which has been classified
as an investment property is accounted for as if it were held under a
finance lease, and the same accounting policies are applied to that
interest as are applied to other investment properties leased under
finance leases. Lease payments are accounted for as described in
note 1(g).
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Notes to the Financial Statements

1 FESHEE @)

G/ EXC)

2. FEBREPYFE
FEBRPMEERIARBDEEN WA
B ASNE K A B3R 5ME 2 BB AR o jKAS
BREITHEERA BEKA ERbZ
BEKAN (Flo) REMEERS 28
Mo A BIEFE T EET Y ESEMBR AR
ERKARLEMESL R 2ER -

3. HFECEKYF
FECERYEEIARDEENAN - LA
BB B R B3R A 2 BUEE ASR © AR
TR EE BB 2 1% D BERK
K- BRERENEE (K1) KA E
Eeo AR REKEEREEZ2RB AN TN
MEE G NEEBRLENEI R
M -

() HtBEEEE

1. HMETEERKANERRTITER
EEDRERESIRR (E1() - WE
IRERTEEMELENBRNRE
ISR FEREERMS R ZEN
EHEE YRHENRERERR
R ©

2. HEZE
AEEREWEEEEBEHRRABEX
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158 fEg#ESR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(f) Properties (Continued)
2.  Properties under development for sale

Properties under development for sale are classified under current
assets and stated at the lower of cost and net realizable value. Costs
include the acquisition cost of land, aggregate cost of development,
borrowing costs capitalized (note 1(0)) and other direct expenses. Net
realizable value represents the estimated selling price less estimated
costs of completion and costs to be incurred in selling the property.

3. Completed properties for sale

Completed properties for sale are classified under current assets and
stated at the lower of cost and net realizable value. Cost is determined
by apportionment of the total development costs, including borrowing
costs capitalized (note 1(0)), attributable to unsold properties. Net
realizable value represents the estimated selling price as determined
by reference to management estimates based on prevailing market
conditions, less costs to be incurred in selling the property.

(g) Other fixed assets

1. Other fixed assets are stated at cost less accumulated depreciation
and any impairment losses (note 1(j)). Gains or losses arising
from the retirement or disposal of an item of other fixed assets are
determined as the difference between the net disposal proceeds
and the carrying amount of the item and are recognized in profit
or loss on the date of retirement or disposal.

2. Leased assets

An arrangement, comprising a transaction or a series of transactions,
is or contains a lease if the Group determines that the arrangement
conveys a right to use a specific asset or assets for an agreed period
of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement takes the
legal form of a lease.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(i)  Classification of assets leased to the Group

The classification is determined based on an evaluation of the
substance of the arrangement and is regardless of whether the
arrangement takes the legal form of a lease. Leases of assets under
which the lessee assumes substantially all the risks and benefits of
ownership are classified as finance leases. Leases of assets under which
the lessor has not transferred all the risks and benefits of ownership are
classified as operating leases, with the following exceptions:

— property held under operating leases that would otherwise meet the
definition of an investment property is classified as an investment
property on a property-by-property basis and is accounted for as if
held under a finance lease; and

— land held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair value of a
building situated thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless the building is also
clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into
by the Group, or taken over from the previous lessee.

(if)  Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the
amounts representing the fair value of the leased asset, or, if lower,
the present value of the minimum lease payments, of such assets are
included in fixed assets and the corresponding liabilities, net of finance
charges, are recorded as obligations under finance leases. Depreciation
is provided at rates which write off the cost or valuation of the assets
over the term of the relevant lease or, where it is likely the Company or
the Group will obtain ownership of the asset, the life of the asset, as set
out in note 1(h). Impairment losses are accounted for as described in
note 1(j). Finance charges implicit in the lease payments are charged
to profit or loss over the period of the leases so as to produce an
approximately constant periodic rate of charge on the remaining balance
of the obligations for each accounting period. Contingent rentals are
written off as an expense of the accounting period in which they are
incurred.
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160 ‘tEg#ESR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)

(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(iii)  Operating leases charges

Where the Group has the use of assets held under operating leases,
payments made under the leases are charged to profit or loss in equal
instalments over the accounting periods covered by the lease term,
except where an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives received
are recognized in profit or loss as an integral part of the aggregate net
lease payments made. Contingent rentals are charged to profit or loss
in the accounting period in which they are incurred.

(h) Depreciation
1. Investment properties

No depreciation is provided for investment properties and investment
properties under development.

2.  Other fixed assets

Depreciation on other fixed assets is calculated to write off the cost, less
their estimated residual value, if any, on a straight line basis over their
estimated useful lives as follows:

Buildings 50 years or unexpired lease term,
whichever is shorter

Furniture and equipment 4-20 years

Motor vehicles 5 years

(i) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturity which the Group’s
management has the positive intention and ability to hold to maturity.
Held-to-maturity investments are initially recognized in the statement of
financial position at fair value plus transaction costs and subsequently
carried at amortized cost using the effective interest method, less any
identified impairment loss. Any impairment loss is recognized in profit
or loss when there is objective evidence that the asset is impaired
(note 1(j)).

Investments are recognized/derecognized on the date the Group
commits to purchase/sell the investments or they expire.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(j) Impairment of assets

An assessment is carried out at the end of each reporting period
to determine whether there is objective evidence that a current or
non-current asset, other than properties carried at revalued amounts,
is impaired.

If any such indication exists, any impairment loss is determined and
recognized as follows:

— For current receivables carried at amortized cost, the impairment loss
is recognized when there is objective evidence of impairment and
measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the
financial asset’s original effective rate where the effect of discounting
is material. Objective evidence of impairment includes observable
data that comes to the attention of the Group about events that
have an impact on the asset’s estimated future cash flows such
as significant financial difficulty of the debtor. If in a subsequent
period the amount of impairment loss decreases, the impairment
loss is reversed through profit or loss. A reversal of an impairment
loss is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognized in prior years.

Impairment losses for receivables whose recovery is considered
doubtful but not remote are recorded using an allowance account.
When the Group is satisfied that recovery is remote, the amount
considered irrecoverable is written off against receivables directly and
any amounts held in the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts previously charged to
the allowance account are reversed against the allowance account.
Other changes in the allowance account and subsequent recoveries
of amounts previously written off directly are recognized in profit
or loss.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(j). Impairment of assets (Continued)

— For other non-current assets, the recoverable amount is the greater
of its 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. An impairment loss is recognized as an expense in
profit or loss whenever the carrying amount exceeds the recoverable
amount. An impairment loss is reversed if there has been a favorable
change in the estimates used to determine the recoverable amount.
A reversal of impairment losses is limited to the asset’s carrying
amount that would have been determined had no impairment loss
been recognized in prior years. Reversals of impairment losses
are credited to profit or loss in the year in which the reversals are
recognized. An impairment loss in respect of goodwill is not reversed.

(k) Trade and other receivables

Trade and other receivables are initially recognized at fair value and
thereafter stated at amortized cost using the effective interest method,
less impairment losses for bad and doubtful debts (note 1(j)), except
where the receivables are interest-free loans or the effect of discounting
would be immaterial. In such cases, the receivables are stated at cost
less impairment losses for bad and doubtful debts (note 1(j)).

() Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value. Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash management are also included
as a component of cash and cash equivalents for the purpose of the
consolidated cash flow statement.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(m) Trade and other payables

Trade and other payables are initially recognized at fair value and
thereafter stated at amortized cost unless the effect of discounting would
be immaterial, in which case they are stated at cost.

(n) Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair value less
attributable transaction costs. Subsequent to initial recognition, interest-
bearing borrowings are stated at amortized cost with any difference
between costs and redemption value being recognized in profit or loss
over the period of the borrowings using the effective interest method.

(o) Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of that asset. Other borrowing costs are
expensed in the period in which they are incurred.

The capitalization of borrowing costs as part of the cost of a qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its intended use or sale are in progress.
Capitalization of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying assets
for its intended use or sale are interrupted or complete.

(p) Financial guarantees issued, provisions and contingent
liabilities

1. Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the

guarantor) to make specified payments to reimburse the beneficiary

of the guarantee (the “holder”) for a loss the holder incurs because a

specified debtor fails to make payment when due in accordance with

the terms of a debt instrument.
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1 PRINCIPAL ACCOUNTING POLICIES (Continued)

(p) Financial guarantees issued, provisions and contingent
liabilities (Continued)

1.  Financial guarantees issued (Continued)

Where the Company issues a financial guarantee, the fair value of
the guarantee is initially recognized as deferred income within trade
and other payables. The fair value of financial guarantees issued at
the time of issuance is determined by reference to fees charged in an
arm’s length transaction for similar services, when such information
is obtainable, or is otherwise estimated by reference to interest rate
differentials, by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that lenders would
have charged, had the guarantees not been available, where reliable
estimates of such information can be made. Where consideration
is received or receivable for the issuance of the guarantee, the
consideration is recognized in accordance with the Company’s policies
applicable to that category of asset. When no such consideration is
received or receivable, an immediate expense is recognized in profit or
loss on initial recognition of any deferred income.

The amount of the guarantee initially recognized as deferred income
is amortized in profit or loss over the term of the guarantee as income
from financial guarantees issued. In addition, provisions are recognized
in accordance with note 1(p)(2) if and when (i) it becomes probable
that the holder of guarantee will call upon the Company under the
guarantee, and (ii) the amount of that claim on the Company is
expected to exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount initially recognized,
less accumulated amortization.

2.  Other provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing or amount
when the Group or the Company has a legal or constructive obligation
arising as a result of past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a reliable
estimate can be made. When the time value of the money is material,
provisions are stated at the present value of the expenditure expected
to settle the obligation.
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1 PRINCIPAL ACCOUNTING POLICIES (Continued)

(p) Financial guarantees issued, provisions and contingent
liabilities (Continued)

2. Other provisions and contingent liabilities (Continued)

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

(q) Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognized in profit or loss as follows:

1. Sale of properties

Revenue from sale of completed properties is recognized upon the
later of the signing of sale and purchase agreements or the issue of
occupation permit by the relevant government authorities, which is
taken to be the point in time when the risks and rewards of ownership
of the property have passed to the buyer.

2. Rental income

Rental income under operating leases is recognized on a straight
line basis over the terms of the respective leases, except where an
alternative basis is more representative of the pattern of benefits to be
derived from the use of the leased asset. Lease incentives granted are
recognized in profit or loss as an integral part of the aggregate net lease
payment receivable. Contingent rentals are recognized as income in the
accounting period in which they are earned.

3. Interest income

Interest income is recognized as it accrues using the effective interest
method.

4.  Dividends

Dividends are recognized when the right to receive payment is
established.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(r) Taxation

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognized in profit or loss except
to the extent that they relate to items recognized in other comprehensive
income or directly in equity, in which case the relevant amounts of tax
are recognized in other comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized, are
recognized. The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from goodwill not
deductible for tax purposes, the initial recognition of assets and liabilities
that affect neither accounting nor taxable profits, and temporary
differences relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the timing of the
reversal and it is probable that the differences will not reverse in the
foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(r) Taxation (Continued)

When investment properties and investment properties under
development are carried at their fair value in accordance with the
accounting policy set out in note 1(f)(1), the amount of deferred tax
recognized is measured using the tax rates that would apply on sale of
those assets at their carrying value at the end of the reporting period
unless the property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic benefits
embodied in the property over time, rather than through sale. In all other
cases, the amount of deferred tax recognized is measured based on the
expected manner of realization or settlement of the carrying amount
of the assets and liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of
each reporting period and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilized. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution of dividends are
recognized when the liability to pay the related dividends is recognized.

(s) Translation of foreign currencies

Items included in the financial statements of each entity in the Group
are measured using the currency that best reflects the economic
substance of the underlying events and circumstances relevant to the
entity (“functional currency”). The financial statements of the Group are
presented in Hong Kong dollars.

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated at
the foreign exchange rates ruling at the end of the reporting period.
Exchange gains and losses are recognized in profit or loss.
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1EfEEFR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(s) Translation of foreign currencies (Continued)

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rate ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair values
are translated using the foreign exchange rates ruling at the dates the
fair value was determined.

The results of foreign operations are translated in Hong Kong dollars at
the exchange rates approximating the foreign exchange rates ruling at
the dates of the transactions. Statement of financial position items are
translated into Hong Kong dollars at the foreign exchange rates ruling at
the end of the reporting period. The resulting exchange differences are
recognized in other comprehensive income and accumulated separately
in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified
from equity to profit or loss when the profit or loss on disposal is
recognized.

(t) Related parties

1. A person, or a close member of that person’s family, is related to
the Group if that person:

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

(iii) is a member of the key management personnel of the Group or
the Group’s parent.
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1 PRINCIPAL ACCOUNTING POLICIES (Continued)
(t) Related parties (Continued)

2. An entity is related to the Group if any of the following conditions
applies:

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

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

(iii) Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is
an associate of the third entity.

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

(vi) The entity is controlled or jointly controlled by a person identified
in note 1(t)(1).

(vii) A person identified in note 1(t)(1)(i) has significant influence over
the entity or is a member of the key management personnel of the
entity (or of a parent of the entity).

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

(u) Segment reporting

Operating segments are reported in a manner consistent with the
Group’s internal financial reporting to the Group’s most senior
executive management for the purposes of allocating resources to, and
assessing the performance of the Group’s various lines of business
and geographical locations. For disclosure purpose, a reportable
segment comprises either one or more operating segments which
can be aggregated together because they share similar economic
characteristics and nature of the regulatory environment, or single
operating segments which are disclosable separately because they
cannot be aggregated or they exceed quantitative thresholds.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(v) Employee benefits

1. Short term employee benefits and contributions to defined
contribution retirement schemes

Salaries, annual bonuses, paid annual leave, the cost of non-monetary
benefits and obligation for contributions to defined contribution
retirement schemes, including those payables in mainland China and
Hong Kong under relevant legislation, are accrued in the year in which
the associated services are rendered by employees of the Group.

2.  Share-based payments

The fair value of share options granted to employees is measured at
grant date, taking into account the terms and conditions upon which
the options were granted, and is expensed on a straight line basis over
the vesting period taking into account the probability that the options
will vest, with a corresponding increase in equity (employee share-based
compensation reserve).

During the vesting period, the number of share options that is expected
to vest is reviewed. Any resulting adjustment to the cumulative fair
value recognized in prior years is charged/credited to profit or loss for
the year of the review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding adjustment to the
employee share-based compensation reserve. On vesting date, the
amount recognized as an expense is adjusted to reflect the actual
number of options that vest (with a corresponding adjustment to the
employee share-based compensation reserve).

At the time when the share options are exercised, the related employee
share-based compensation reserve is transferred to share capital and
share premium, together with the exercise price. If the options expire
or lapse after the vesting period, the related employee share-based
compensation reserve is transferred directly to retained profits.
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2 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new HKFRSs and amendments to
HKFRSs that are first effective for the current accounting period of the
Group. Of these, the following developments are relevant to the Group’s
financial statements:

— Amendments to HKAS 1, Presentation of financial statements —
Presentation of items of other comprehensive income

— HKFRS 10, Consolidated financial statements

— HKFRS 11, Joint arrangements

— HKFRS 12, Disclosure of interests in other entities
— HKFRS 13, Fair value measurement

— Annual Improvements to HKFRSs 2009-2011 Cycle

— Amendments to HKFRS 7 — Disclosures — Offsetting financial assets
and financial liabilities

(@) Amendments to HKAS 1, Presentation of financial
statements — Presentation of items of other
comprehensive income

The amendments to HKAS 1 require entities to present the items of
other comprehensive income that would be reclassified to profit or loss
in the future if certain conditions are met separately from those that
would never be reclassified to profit or loss. The Group’s presentation
of other comprehensive income in these financial statements has been
modified accordingly.
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2 CHANGES IN ACCOUNTING POLICIES (continued)
(b) HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27 “Consolidated and
separate financial statements” relating to the preparation of consolidated
financial statements and HK(SIC)-Int 12 “Consolidation — Special
purpose entities”. It introduces a single control model to determine
whether an investee should be consolidated, by focusing on whether the
entity has power over the investee, exposure or rights to variable returns
from its involvement with the investee and the ability to use its power to
affect the amount of those returns.

As a result of the adoption of HKFRS 10, the Group has changed its
accounting policy with respect to determining whether it has control
over an investee. The adoption does not change any of the control
conclusions reached by the Group in respect of its involvement with
other entities as at January 1, 2013.

(c) HKFRS 11, Joint arrangements

HKFRS 11, which replaces HKAS 31 “Interests in joint ventures”
divides joint arrangements into joint operations and joint ventures.
Entities are required to determine the type of an arrangement by
considering the structure, legal form, contractual terms and other facts
and circumstances relevant to their rights and obligations under the
arrangement. Joint arrangements which are classified as joint operations
under HKFRS 11 are recognized on a line-by-line basis to the extent
of the joint operator’s interest in the joint operation. All other joint
arrangements are classified as joint ventures under HKFRS 11 and are
required to be accounted for using the equity method in the Group’s
consolidated financial statements. Proportionate consolidation is no
longer allowed as an accounting policy choice.

As a result of the adoption of HKFRS 11, the Group has changed its
accounting policy with respect to its interests in joint arrangements and
re-evaluated its involvement in its joint arrangements. The adoption of
HKFRS 11 does not have any material impact on the financial position
and the financial result of the Group.
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2 CHANGES IN ACCOUNTING POLICIES (continued)
(d) HKFRS 12, Disclosure of interests in other entities

HKFRS 12 brings together into a single standard all the disclosure
requirements relevant to an entity’s interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities. The
disclosures required by HKFRS 12 are generally more extensive than
those previously required by the respective standards. To the extent that
the requirements are applicable to the Group, the Group has provided
those disclosures in note 14.

(e) HKFRS 13, Fair value measurement

HKFRS 13 replaces existing guidance in individual HKFRSs with
a single source of fair value measurement guidance. HKFRS 13
also contains extensive disclosure requirements about fair value
measurements for both financial instruments and non-financial
instruments. To the extent that the requirements are applicable to the
Group, the Group has provided those disclosures in note 12.

(f) Annual Improvements to HKFRSs 2009-2011 Cycle

This cycle of annual improvements contains amendments to five
standards with consequential amendments to other standards and
interpretations. The adoption of these amendments does not have
significant impact on the financial statements of the Group.

(g) Amendments to HKFRS 7 - Disclosures
— Offsetting financial assets and financial liabilities

The amendments introduce new disclosures in respect of offsetting
financial assets and financial liabilities. Those new disclosures are
required for all recognized financial instruments that are set off in
accordance with HKAS 32 “Financial instruments: Presentation” and
those that are subject to an enforceable master netting arrangement
or similar agreement that covers similar financial instruments and
transactions, irrespective of whether the financial instruments are set
off in accordance with HKAS 32.

The adoption of the amendments does not have an impact on these
financial statements because the Group has not offset financial
instruments, nor has it entered into master netting arrangement or
similar agreement which is subject to the disclosures of HKFRS 7 during
the periods presented.
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3 TURNOVER AND SEGMENT INFORMATION

The Group manages its businesses according to the nature of services
and products provided. Management has determined three reportable
operating segments for the measurement of performance and the
allocation of resources. The segments are property leasing in Hong Kong
and mainland China and property sales in Hong Kong.

Property leasing segment includes property leasing operation. The
Group’s investment properties portfolio, which mainly consists of retail,
office, residential, serviced apartments and carparks are primarily
located in Hong Kong and mainland China. Property sales segment
includes development and sale of the Group’s trading properties in
Hong Kong.

Management evaluates performance primarily based on profit before
taxation.

Segment assets principally comprise all non-current assets and current
assets directly attributable to each segment with the exception of
interest in joint ventures, other assets, deferred tax assets and cash
and deposits with banks. The investment properties of the Group are
included in segment assets at their fair values whilst the change in fair
value of investment properties is not included in segment profits.
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(@) Turnover and results by segments

3 TURNOVER AND SEGMENT INFORMATION
(Continued)

R B2 Al A
Turnover Profit before taxation
B EETHE in HK$ Million 2013 2012 2013 2012
o Segment
I E N Property leasing
- B — Hong Kong 3,112 3,016 2,643 2,525
- R A — Mainland China 3,526 3,082 2,683 2,371
6,638 6,098 5,326 4,896
MZEHE Property sales
- & ~ Hong Kong 2,500 1,274 1,511 846
HELHREE Segment total 9,138 7,372 6,837 5,742
HAKA Other income 36 2,153
THER (i) Administrative expenses (Note) (642) (626)
Rt AR EME Operating profit before
Z AHEZE change in fair value of
v investment properties 6,231 7,269
"EMEZ Increase in fair value of
AF(ELN investment properties 2,482 2,522
—MREBZMERE — property leasing in Hong Kong 1,607 1,703
- AHRERZ FEMHE  — property leasing in mainland China 875 819
FLEMA Interest income 793 621
B & B Finance costs (398) (348)
FLEMAF Net interest income 395 273
(LG EBE R Share of profits of joint ventures 96 105
R A Vg A Profit before taxation 9,204 10,169
BeE Note:
THERAREREEA—FEATHES T (Z2E—= Administrative expenses included share-based payments of $164 million (2012: $233

F:ZRB=F=B8T) - BREERAAXTEENRKRNH million) representing the amortization of the fair value of options granted to employees over
HERFEBHAZ AFENESE  NEBREEILE the vesting period and do not involve any cash outflow for the Group.

ARSI ©
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(b) PHBEE

(Continued)

(b) Total assets by segments

3 TURNOVER AND SEGMENT INFORMATION

REE
Total assets
NBEBEBITHE in HK$ Million 2013 2012
2 EB Segment
MRS Property leasing
- B — Hong Kong 55,009 53,279
— PR — Mainland China 84,417 70,924
139,426 124,203
YIZEHE Property sales
- B — Hong Kong 7,488 6,131
Panz F k] Segment total 146,914 130,334
SR ERER Interest in joint ventures 1,030 1,041
Hfh&E Other assets 8 452
BRI IAE B Deferred tax assets 7 12
& RIRITIER Cash and deposits with banks 34,321 36,025
BB E Total assets 182,280 167,864
4 HMKA 4 OTHER INCOME
RBKEETHE in HK$ Million 2013 2012
HEREMERE Gain on disposal of investment properties 8 2148
JELEMIREEB 2 EUY A Dividend income from unlisted investments 10 =
FE 5 Ui =58 Net exchange gain 18 5
36 2,153
176 1tEg#ESRAF HANG LUNG PROPERTIES LIMITED 2013 4% ANNUAL REPORT



5 FEWAFRE 5 NET INTEREST INCOME
NBEBEBITHE in HK$ Million 2013 2012
M 2HA Interest income on
RITER Bank deposits 782 602
ELEMFREEREE Unlisted held-to-maturity investments 11 19
793 621
B Interest expenses on
AERAFAERZIBITERR Bank loans and other borrowings repayable
HitfEE within 5 years 626 400
ERAFRERZIBITERR Bank loans and other borrowings repayable
HtfEE over 5 years 430 292
1,056 692
MEREER Finance lease charges - 3
HAEERA Other borrowing costs 58 46
BB RN ERE Total borrowing costs 1,114 741
B EERAE R () Less: Borrowing costs capitalized (Note) (716) (393)
%5 Finance costs 398 348
FEW A FHE Net interest income 395 273

B RE -

BRPMEZEERACEEFAIZ=H=(=F

——HF:ARZTHN) 2 FHRERL -

6 BRBLADER

Note:

annum for properties under development.

6 PROFIT BEFORE TAXATION

The borrowing costs have been capitalized at an average rate of 3.3% (2012: 2.9%) per

B BEEBTHHE in HK$ Million 2013 2012
BRAT AT A E R 51 &8 ¢ Profit before taxation is arrived at after charging:
B E YA Cost of properties sold 786 354
BIKA  BitEEREEB Staff costs, including employee share-based
—BATHEBHEL (ZZ——%F: payments of $164 million (2012: $233 million) 959 907
—EB=T=E&T)
e Depreciation 37 35
BEMESER Operating lease charges - 20
ZE NS Auditors’ remuneration
- ZEURTE — audit services )
— RS R ELAh AR — tax and other services 5
WEEFTA : and after crediting:
WEME S IWALRE - B Gross rental income from investment properties
BEESHt=FE—TFT=-_B&T less direct outgoings of $1,312 million
(Z2—=F : +ZBZ=BHE8x) " (2012: $1,202 million), including contingent
BEINEE=RT—HBET rentals of $301 million (2012: $345 million) 5,326 4,896

(ZE——F: ZEETHEEST)
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REMFMEESREARBIUIFNITE
F-ZZBERNEFSRHUABIENTE
ERBIFATESNFIENRZE > L
REMBRATEZNFER - EZHOMH
EHERBELREGE  RTEFNE
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SEPIRBITHNRGRA S MERE °

7 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT

The Nomination and Remuneration Committee consists of five
Independent Non-Executive Directors. The Committee makes
recommendation to the Board on the Non-Executive Director’'s and
Independent Non-Executive Directors’ remuneration packages and
determines the remuneration package of individual Executive Directors.
The emoluments of directors are determined by the scope of responsibility
and accountability, and performance of individual Executive Directors,
taking into consideration of the Company’s performance and profitability,
market practice and prevailing business conditions, etc.

(a) EEME (a) Directors’ emoluments
EEMESEY T Details of directors’ emoluments are summarized below:
LB BB in HK$ Million EEH
e R BIREEE]
REYFZ= AR
Salaries, Group’s
allowances BIEFEAL  contributions
#%  and benefits Discretionary  to retirement
ez Name Fees in kind bonuses scheme 2013 2012
HITES Executive Directors
PRELR Ronnie C. Chan 0.9 23.5 8.0 2.4 34.8 33.1
PR m 4% Philip N.L. Chen 0.7 22.1 8.0 1.1 31.9 30.5
DE== H.C. Ho 0.7 45 3.7 0.3 9.2 85
FHITES Non-Executive Director
=ER Nelson W.L. Yuen 0.7 - - - 0.7 0.3
BUFHTES Independent Non-Executive Directors
BR B S.S. Yin 0.7 - - - 0.7 0.3
RSt Ronald J. Arculli 0.7 = - - 0.7 0.3
EiES H.K. Cheng 0.9 - - - 0.9 0.4
FR&%G Laura L.Y. Chen 0.9 - - - 0.9 0.4
BEiaE P.W. Liu 0.9 - - - 0.9 0.4
fa] AN Dominic C.F. Ho 0.9 - - - 0.9 0.4
AIESE Ex-Directors
=i William P.Y. Ko
(R=Z—=F (Resigned on
+=—A+=—HB&1F) December12,2012) - - - - - 14.0
ohFE Henry T.Y. Yiu
(R=ZT—=—4F (Resigned on
+=—HA+—H&{E) December11,2012) = = = = - 6.6
—E-=F 2013 8.0 50.1 19.7 3.8 81.6 95.2
—F——F 2012 3.9 62.8 23.5 5.0 95.2

BRAEBMEIN  SRBEERKTFELE
RZE——F+_A=+—HLEFE %
FERNTERMNTETEERARFE
ERMHRBz2HFE -

178 f@g#ESR AT HANG LUNG PROPERTIES LIMITED

In addition to the above emoluments, Mr. William P.Y. Ko and Mr Henry
T.Y. Yiu received $0.8 million and $0.4 million, respectively, for the
year ended December 31, 2012 for their services as employee of the

Company.
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(b) BEFHFALTZEHE
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7 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT (continued)

(b) Individuals with highest emoluments

Of the five individuals with the highest emoluments, three (2012: three)
are existing directors of the Company and nil (2012: two) is ex-director
of the Company and the emoluments in respect of the remaining two
(2012: nil) individuals are as follows:

LABK B BT E in HK$ Million 2013 2012
e R REYR Salaries, allowances and benefits in kind 9.1 =
BIEEAT Discretionary bonuses 2.0 =
AREBERERESETEI 23 Group’s contributions to retirement scheme 0.8 =

11.9 -

AEMAE (ZF——%F: &) ALt zBEn
FUAT B £

The emoluments of the above two (2012: nil) individuals are within the
following bands:

A

Number of individuals
2013

2012

$4,000,001 - $4,500,000
$7,500,001 - $8,000,000

1 —
1 —

2 —

(©) BULEBMES  ETFTEEREAAF
REBKERA T EEEBERAT
B BRAR BB S BUE IR T RS R AE - &
DFEH 2 BAA BIRESEIB B M £E28(b)
T -

d) #=2ZF—=FKk=_FT—Z=—F+=H
=+—BLFE BMERLREER
BRITHRA B RIBIEABBMEE
FIBEFESMBEAEE -

(c) In addition to the above emoluments, certain directors of the
Company were granted share options under the share option
schemes of the Company and its ultimate holding company, Hang
Lung Group Limited. Details of which are disclosed in note 28(b).

(d) During the years ended December 31, 2013 and 2012, there
were no amounts paid to directors and senior executives above
for compensation of loss of office and inducement for joining the
Group.
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8 HmEWERAZBIA

(@) HEWmRAZHIAR

8 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT

(a) Taxation in the consolidated income statement represents:

NS BESTHE in HK$ Million 2013 2012
ARERIE Current tax
BEBNEH Hong Kong Profits Tax 576 435
NEFEREZ 1R Over-provision in prior years (3) (12)
573 423
AR AT S FR China Income Tax 559 550
1,132 973
RIER TR Deferred tax
BEMFE 2 N EE Change in fair value of investment properties 219 205
HitR e RO E R 4258  Other origination and reversal of temporary differences 926 71
&&t (FEE21(b) Total (Note 21(b)) 315 276
BEs st Total income tax expense 1,447 1,249

FENSHRBRBABREIRFERNZ A E
ARUENABEDZ AR (ZF——F:
BOZTAHE) 8 -  FEASEHEERER
REGCEASHERESZ - TR (ZT—=
F:BEAZ=ThH) AERTFEREMASEH
WERBREFE - BB RRETEAM
ZOIEMRECRERA T NF—H—
BRELZBMAKEZRSGEZED
ZhBMIRRPAFR

(b) BHE-_FT—=F+-A=1+—HIF
EzREEECERBELBE T (=
T——F: \BET) B AEKE
EERFNA -

Provision for Hong Kong Profits Tax is calculated at 16.5% (2012:
16.5%) of the estimated assessable profits for the year. China Income
Tax mainly represents China Corporate Income Tax calculated at 25%
(2012: 25%) and China withholding income tax at the applicable
rates. A withholding tax of 5% is levied on the Hong Kong companies
in respect of dividend distributions arising from profits of foreign
investment enterprises in mainland China earned after January 1, 2008.

(b) Share of joint ventures’ taxation for the year ended December 31,
2013 of $9 million (2012: $8 million) is included in the share of
profits of joint ventures.

180 ‘tEgESR AT HANG LUNG PROPERTIES LIMITED 2013 4% ANNUAL REPORT



8 HmEWERAZHIE @) 8 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT (continued)

(c) BiTASih B BR A I LA B A B R BT (c) Reconciliation between actual tax expense and profit before

B2 - taxation at applicable tax rates:

B EETHE in HK$ Million 2013 2012
BR7A AR A Profit before taxation 9,204 10,169
R ADaRALAEBR RTE 2FiIE  Tax on profit before taxation at applicable rates 1,831 1,966
FEFERTRUA 2 B IE s & Tax effect of non-taxable income (376) (717)
RS 2 FIE 2 Tax effect of non-deductible expenses 35 61
HABEEA 2 RISEE KA Tax effect of tax losses utilized and other deductible

AR E R = B 2 R & temporary differences (111) (98)
AERZ FREER 2 RIET 2 Tax effect of unrecognized tax losses 71 49
DEFEREZIR Over-provision in prior years 3) (12)
ERBIES H Actual tax expense 1,447 1,249

d =R £fEMZ2EKRE T RAER (d) There is no tax effect relating to the component of the other

HEBREE - comprehensive income for the year.
9 REEMLAR 9 NET PROFIT ATTRIBUTABLE TO
SHAREHOLDERS
PR ELATBEARATTBHRRAN 2% Net profit attributable to shareholders includes a profit of $3,380 million
M=t+=EBNTEBETL(ZZ—=F: (2012: $2,483 million) which has been dealt with in the financial
ZtTHEENT=EE8T) ° statements of the Company.
10 RE 10 DIVIDENDS
(@) =FERE (a) Dividends attributable to the year
LB EETHE in HK$ Million 2013 2012
EEHEREIRERHARES G0 Interim dividend declared and paid of 17 cents
(ZZ——F : ) (2012: 17 cents) per share 761 761
RAEE BB B B8R T+ /Il Final dividend of 58 cents (2012: 57 cents) per share
(ZZ=——%F: ﬁthﬂJJ) proposed after the end of the reporting period 2,598 2,552
3,359 3,313
REEHBEE Y RBARE - WE®ER A The dividend proposed after the end of the reporting period has not
HERZBE- been recognized as a liability at the end of the reporting period.

b) #HE—Z——F+=-—B=+—HItE (b) Thefinal dividend of $2,553 million (calculated based on 57 cents

BZ-_+HERT=-B&TREKE per share with issued share capital as at dividend pay-out date) for
(BESKRATHWUIIZERER 2238 the year ended December 31, 2012 was approved and paid in the
TERARAE) R—_E—=F+_AH4 year ended December 31, 2013 (2012: $1,611 million).

=t BLFE#ENRKE (T
FARE-—T—BST) °
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11 SRER 11 EARNINGS PER SHARE
(@) BREARBERFN LA THEIE (@) The calculation of basic and diluted earnings per share is based
G on the following data:
A EBITAE in HK$ Million 2013 2012

AT EERREAR R #5582 A Earnings for calculation of basic and diluted earnings per share

Z BT (BIAR R B AE 7)) (net profit attributable to shareholders) 7,212 8,395
f& &8
Number of shares

NEBREE in Million 2013 2012
AU EESRERETRZ Weighted average number of shares used in calculating

A&7 N9 £ basic earnings per share 4,478 4,474
BESER 2B ERD 2 Effect of dilutive potential shares — share options 10 22

B — R HR
R ESRESET 2 Weighted average number of shares used in calculating

&7 AN 5 25 diluted earnings per share 4,488 4,496

(b) RHE(EEAMF (FRFERANE
ATEZD  LARAAMEEHIER
JiEmERs) 2 SHEMT

(b) The underlying net profit attributable to shareholders which excluded
changes in fair value of investment properties net of related deferred
tax and non-controlling interests, is calculated as follows:

NBEBREITHE in HK$ Million 2013 2012

P& R PR A R Net profit attributable to shareholders 7,212 8,395

WEMHEZ N FEES) 2 Effect of changes in fair value of investment properties (2,482) (2,522)

HEEEREZE Effect of corresponding deferred tax 219 205
BEPENREYH Effect of change in fair value of investment properties of

NEEEEFE joint ventures (43) (62)

(2,306) (2,379)

IR A = Non-controlling interests 144 162

(2,162) (2,217)

A% B e EL AR 4 A Underlying net profit attributable to shareholders 5,050 6,178

REBRRERERENAEZERBNG

shareholders are:

The earnings per share based on underlying net profit attributable to

2013 2012
=i Basic $1.13 $1.38
#E Diluted $1.13 $1.37
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12 EEEE — &8

12 FIXED ASSETS - GROUP

ERPIREYE
AW Investment
Investment  properties under Hfth, BF
DB EETHE in HK$ Million properties development Others Total
A E A - Cost or valuation:
R-—ZE——F—H—H At January 1, 2012 93,610 23,613 304 117,527
FE X Exchange adjustment 34 (37) = (3)
INE Additions 403 5,614 79 6,096
HE Disposals (3,054) = (18) (3,072)
ANEEAN Increase in fair value 2,522 - - 2,522
A /(EL) Transfer 4,708 (4,708) - -
MN-ZE——F+=-_H=+—H At December 31, 2012 and
;rE=F—=%—H—H January 1, 2013 98,223 24,482 365 123,070
DE Vi S EE Exchange adjustment 1,420 767 5 2,192
NE Additions 745 9,951 75 10,771
He Disposals (5) - 4) 9)
ANE(EE AN Increase in fair value 2,482 - - 2,482
A /() Transfer 4,722 (4,722) - -
N-E—=F+=-A=+—H At December 31, 2013 107,587 30,478 441 138,506
REHTE ¢ Accumulated depreciation:
N-ZT——F—HF—H At January 1, 2012 = = 87 87
P 5, 38X Exchange adjustment - - - -
RNEEHE Charge for the year = = 35 35
B B Written back on disposals = = 7) 7)
MRZE——F+-_HA=+—H At December 31, 2012 and
r—ZTE—=F—H—H January 1, 2013 = = 115 115
b 5, = Exchange adjustment - - 2 2
REEHE Charge for the year - - 37 37
B Written back on disposals = = 2) 2)
R-ZB—=F+=-A=+—8H At December 31, 2013 - - 152 152
BREDFE ¢ Net book value:
N-—EBE—=F+=-A=+—8H At December 31, 2013 107,587 30,478 289 138,354
R-E——F+-_H=+—H At December 31, 2012 98,223 24,482 250 122,955
EEEE ZKAED Cost or valuation of the fixed assets
HEWDT is made up as follows:
—ZE-=%+=ZHA=+—H December 31, 2013
HE Valuation 107,587 30,478 - 138,065
IP¥NE Cost - - 441 441
107,587 30,478 441 138,506
—E——F#+-H=+—H December 31, 2012
fHE Valuation 98,223 24,482 - 122,705
KANME Cost - - 365 365
98,223 24,482 365 123,070
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12 EEEE — &8 &)

(a) MELATFEFTE

(i) RX-FEER
TREINAEEL TN EERIZAY
B EMREMERERFPREYWENE
& WAREHKFRS 13 A EZ 25T T
ATHAFEBRSEA=ARA - AT
BEZRBHETI2EGER EZFRBANE A
TEOTEBREREEM - ST :

- F—RHE: EERAE-—RBATE
EMQTE BIRFERKBHEREE
SR ERNEEM S AL HERE

- FRMEE: ERF-_RBATEE
MR E BABEENBATE  EX
ERES —AWNER . BB ABREX
TABENBATE - TABERHAT
EREMSBENBATE

- BEREE: FREATTRRBAT
EHBOATE

12 FIXED ASSETS — GROUP (Continued)
(a) Fair value measurement of properties
(i)  Fair value hierarchy

The following table presents the fair value of the Group’s investment
properties and investment properties under development measured
at the end of the reporting period on a recurring basis, categorized
into a three-level fair value hierarchy as defined in HKFRS 13 “Fair
value measurement”. The level into which a fair value measurement
is classified and determined with reference to the observability and
significance of the inputs used in the valuation technique is as follows:

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

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

— Level 3 valuations: Fair value measured using significant
unobservable inputs

R-B—Z=F+-_A=+—HZRAFEFE

Fair Value measurement as December 31, 2013

F— F_MH F=H
B EETTE in HK$ Million Level 1 Level 2 Level 3
WEYH Investment properties - 107,587 -
BRPEEYE Investment properties under development - - 30,478

BASEZBER  EATFEBRBTEER
T AR - FR - REED+EE=T
“ABTHNERES < BHBYRISNAE
FHERTRENEERZREMEIN
WEE MR FEERANER -

AEBZRENVERERPREDEER
TE =+ -A=1T—HHEF-ATH
HEAEREXRBERARARZEMER
RIE (EXRE) REBELERMERESRE
ETHE - EEREERGHERKLGES
RNEPHRFERE A HEBERMET

YA
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The Group’s policy is to recognize transfers between levels of fair value
hierarchy at the time in which they occur. During the year, except for the
transfer from investment properties under development to investment
properties of $4,722 million upon opening of Center 66 mall, there were
no transfers between levels of fair value hierarchy.

The investment properties and investment properties under
development of the Group were revalued as at December 31, 2013
by Mr. Charles C.K. Chan, Registered Professional Surveyor (General
Practice), of Savills Valuation and Professional Services Limited, on a
market value basis. Management has discussion with the surveyors on
the valuation assumptions and valuation results when the valuation is
performed at each interim and annual reporting date.
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12 EEEE — &8 &)

(a) MEATETE (B

(i) FE=RAFETTEERZIGELE
REATE

"EMFEZ AFAETIRBAE AR E M

B W2ERBFsMBHEERERNELEE

ZEMIHEIE °

(iii) FEB=RRA-FEFTEHEL
MNRABEAENERPREDE 2 A FE
TRBEELEBORGE - X2EWS LA
B2y idEBRUVREREZAF
B8 RWGER - BRI TER :

- HFMH2EEFRAZFERAREZL
MERILAEK &

- BAMS2RBERFERNERZVES
BT BRI o

B = 2 T AT B 2 BN BB R B AR ) %

RAKREMERZAFE-
AEEFERZEZNE=RTAEREA
TTRHINWT

AEBEZHRBDREYEBAERBRAN
FZFTNARBE_B—TRET - EH@EF
AARBAREERNPLIREELR LY ER
MR E 2 REREAER o

12 FIXED ASSETS — GROUP (Continued)
(a) Fair value measurement of properties (Continued)

(ii) Valuation techniques and inputs used in Level 2 fair value
measurements

The fair value of investment properties is determined by using income
capitalization approach with reference to current market rents and
capitalization rates using market data.

(iii) Information about Level 3 fair value measurements

The fair value of investment properties under development in mainland
China is determined by using direct comparison approach, with
reference to comparable market transactions as available in the market
to derive the fair value of the property assuming it was completed and,
wherever appropriate, deducted the following items:

— Estimated development cost to be expended to complete the
properties that would be incurred by a market participant; and

— Estimated profit margin that a market participant would require to
hold and develop the property to completion.

The higher the estimated development cost or profit margin, the lower
the fair value of investment properties under construction.

The main Level 3 unobservable inputs used by the Group are as
follows:

The total estimated development costs of the Group’s investment
properties under development ranged from $3.9 billion to $21.4 billion.
The estimates are largely consistent with the budgets developed
internally by the Group based on management experience and
knowledge of market conditions.
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12 EEEE — &8 @) 12 FIXED ASSETS — GROUP (Continued)
(a) MEATETE (B (a) Fair value measurement of properties (Continued)
(iii) B=RAFEGTEHNEL (&) (iii) Information about Level 3 fair value measurements (Continued)

FRNZEE="MAVEF=LENEF|E The movements during the year in the balances of these Level 3 fair

SLEATR value measurements are as follows:
BRAREYE —
AR B A
Investment properties under
A EETETE in HK$ Million development — Mainland China
R-Z—=%—H—H At January 1, 2013 24,482
PE H A% Exchange adjustment 767
NE Additions 9,951
NFAEE N Increase in fair value -
HEHEE R Transfer to Level 2 (4,722)
R=-ZEB-=+=ZA=+-—H At December 31, 2013 30,478
Bt ABR 2 F WA Total gains for the year included in profit or loss -

IEYERERPKEYSE 2 ATEFHE  Fair value adjustments of investment properties and investment
RNEFAWERPUTIEEME 2 A {E#E  properties under development is recognized in “Increase in fair value of

] —IEFER -

investment properties” in the consolidated income statement.

(b) MEZEEFEINNOT : (b) An analysis of net book value of properties is as follows:
BRPIEEYE
LAY Investment properties

Investment properties under development
NBEEBITAE in HK$ Million 2013 2012 2013 2012
SRR Long leases in Hong Kong 35,618 34,440 - -
EHEINERHZ  Long leases outside Hong Kong - = 835 797
BEH B 32 Medium term leases in Hong Kong 19,005 18,446 - -
EBBINREIEZ  Medium term leases outside Hong Kong 52,964 45,337 29,643 23,685
107,587 98,223 30,478 24,482
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12 EEEE — &8 &) 12 FIXED ASSETS — GROUP (continued)

(c) "&EEHMETEEEMFIMEEIE () The net book value of other fixed assets of the Group included
MAEBN RSB ZEE s TR E long leases of $14 million (2012: $14 million) in respect of land
Y —FHNEEL(ZF— ZF: and building held in Hong Kong, medium term leases of $8
—THEEET) UWEEBIEINASRH] million (2012: $8 million) and long leases of $48 million (2012:
WREFZ L HWEREEMN\BET $35 million) in respect of land and buildings held outside Hong
(ZZ2—Z—F : \BET) KUK Kong respectively.

LBt HREEYONTNEET

(Z2E——F: =ZFHBE&ET) °

MEREWZBIRREYEZHE W Property leasing revenue includes gross rental income from
ANBBEA+AEBE=T N \EBETL (== investment properties of $6,638 million (2012: $6,098 million).
—ZF : XTEZEATFNAEET) °

(d) AEFERELEBAEHAEYE - (d) The Group leases out its properties under operating leases.
EHH—RYTEBA_ZRHF Hm Leases typically run for an initial period of two to five years, with
N ERGRIBEY  EREEFHEM some having the option to renew, at which time all terms are
ElEZ - RHBEY B E2HES renegotiated. Long term leases contain rent review or adjustment
SN ARES IR MAERETE clauses and the Group has a regular proportion of its leases up
HE—FEHHNELOEmERD - &F for renewal each year. Certain leases include contingent rentals
HAOBENRAL  H2BREPL 2 calculated with reference to the revenue of tenants.

AMERFE °
NEER AEBRIKEMERER At the end of the reporting period, the Group’s total future
RREYE  BETAIREZEENR minimum lease income under non-cancellable operating leases
xRN Z RRBLETENT ¢ in respect of investment properties were as follows:
B A BITAE in HK$ Million 2013 2012
—FR Within 1 year 5,598 4,931
—FREBERFA After 1 year but within 5 years 7,825 7,497
Akt After 5 years 1,991 2,207
15,414 14,635
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13 B AR 13 INTEREST IN SUBSIDIARIES
NG
Company
NEEBEEITHE in HK$ Million 2013 2012
MRS - KARE Unlisted shares, at cost 8 8
& W B /B8 & I OR Amounts due from subsidiaries 64,348 71,625
64,356 71,633

(a) FEWBARZEHEMERERMFE35 >  (a) Details of principal subsidiaries are set out in note 35.

(b) FEUMEBARIZUEAEEIR 28 NERE  (b) Amounts due from subsidiaries are unsecured, interest-free with no

TEENE - MAREBZERIERAREKT fixed terms of repayment and classified as non-current assets as they
—EARTEIE - BEWEIERENEE © are not expected to be recoverable within the next twelve months.
() ENWBARZEAEERT EE&EE (c) Amounts due to subsidiaries are unsecured, interest-free with no
TEERES - A TEHAZEFRIBR AR R+ fixed terms of repayment and classified as non-current liabilities as
ZEARTSEE - BOWEERSBIE - they are not expected to be repaid within the next twelve months.
14 S8 ¥RES 14 INTEREST IN JOINT VENTURES
3]
Group
AR EITEE in HK$ Million 2013 2012
EIEEEFE — LMK HS Share of net assets — unlisted shares 1,160 1,082
BN AEhERIE Amount due to a joint venture (130) (41)
1,030 1,041

FEREEDETIEY AER - ATHIZFE  Amount due to a joint venture is unsecured, interest-bearing at market
HENERTIESRE  MABBZEZIETR  rate with no fixed terms of repayment and classified as non-current liabilities
SRR+ —EARNEE - BOWEERBAaE - as it is not expected to be repayable within the next twelve months.

SR E HMEREH NN 36 - 2N&EE  Details of joint ventures are set out in note 36. The aggregate financial
RERIIW NEANEENE 7 HEZRAEET  information related to the Group’s share of joint ventures that are not

AT EERFRmT individually material are as follows:
NEKBETARE in HK$ Million 2013 2012
ERBEE Non-current assets 1,189 1,146
MENE E Current assets 76 41
FRBAE Non-current liabilities (86) (80)
mBAE Current liabilities (19) (25)
BEFRE Net assets 1,160 1,082
NEEBEBITHE in HK$ Million 2013 2012
L Turnover 71 65
AREEaA R B aE5a Profit and total comprehensive income for the year 96 105

188 iE@giESR A S HANG LUNG PROPERTIES LIMITED 2013 4% ANNUAL REPORT



15 Hitv &= 15 OTHER ASSETS

£H
Group
BB THE in HK$ Million 2013 2012
EBELETMFEIEE Unlisted held-to-maturity investments
#BE () in Hong Kong (Note) - 452
B TIELHRERAR] Advances to unlisted investee companies 8 =
8 452
o BIEAR AN —E 2 E/B  Less: Unlisted held-to-maturity investments
FEEMRZEIEA in Hong Kong with maturity
& (M) less than one year (Note) - (452)
8 _
BT Note:

AEBEREILIMESFRE WRERZ-ZZE—=F The Group held investments in unlisted bonds with maturity in November 2013 and
+—AR—_ZE—=F+_AHH - WEFRSF_H December 2013. The effective yield of the bonds was 2.7% (2012: 1.6% to 2.9%) per
+E(ZBE—=F : —BRNEE-BNE) 2BBKE annum, payable quarterly or semi-annually. All unlisted bonds were redeemed upon
KB  BEEHFFIRE o maturity.

16 AERBITHEXK 16 CASH AND DEPOSITS WITH BANKS
3]
Group
NS BEEBTHHE in HK$ Million 2013 2012
TEBiE R Time deposits 31,622 33,417
RITIFX Cash at banks 2,699 2,608
HREMBEHRRERNES & Cash and deposits with banks in the consolidated
SRITER statement of financial position 34,321 36,025
B =18 A & EIEH Less: Bank deposits with maturity greater than three months (560) (8,036)
RITIFR
GeERemERNES R Cash and cash equivalents in the consolidated
HEEEY cash flow statement 33,761 27,989
REEH - REE RS RIRITHERIEF At the end of the reporting period, the Group’s cash and deposits with

5 H
HHNERGE_B=E (ZTE—=—F: _F) banks were interest-bearing at an average rate of 2.3% (2012: 2.0%)
g

SR EEEEBHBE MmAT per annum with currencies denominated in:
=8
Group
BB BEETHE in HK$ Million 2013 2012
BEEEE Hong Kong Dollars equivalent of:
AREE Renminbi 31,815 32,840
bt s Hong Kong Dollars 2,193 2,142
X United States Dollars 313 1,043
34,321 36,025

KEFZEAEAREBRITERABMERA  The Group holds Renminbi bank deposits to meet its ongoing payment
WNitrERIER BFENNREE - obligations in relation to its development projects in mainland China.
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16 RERBITER 5

B NETERNBRETERNEMEES
% AREBNEERZEEFE (22—
FEEL) W

16 CASH AND DEPOSITS WITH BANKS (Continued)

After deducting cash and deposits from bank loans and other
borrowings, the net debt (2012: net cash) position of the Group at the
end of the reporting period was as follows:

&M@

Group
A E BTt in HK$ Million 2013 2012
RITER N EMEE (FtzF19) Bank loans and other borrowings (Note 19) 34,979 29,736
W RERER Less: Cash and deposits (34,321) (36,025)
FEE/(RE) Net Debt/(Cash) 658 (6,289)

17 PR AR B2 EL 4t FE WL K

(@) TEFARMERT S HAibEMR 2 B AR
K (ARE B RER) BRI T -

17 TRADE AND OTHER RECEIVABLES

(@) Included in trade and other receivables are trade receivables
(based on the due date) with the following terms:

5=
Group
BB BITAE in HK$ Million 2013 2012
WEAR—EAR Current and within 1 month 1,830 46
—&==1@A4 1 - 3 months 12 3
=@EAUE Over 3 months 9 4
1,851 53

REEEBRELTEA - AEBZEE
B S E BB HEE30(C) -

(b) AEEZEMERKBE=ZE—TFTN
BELT(ZZ——F: ZEZT/\BET)
RAEREE T B ek —E—F
“EET(ZE——F: UENTHER
Bir) 2 A RE S & hEIE - LKA
AERE 28 RERTER -

The balance of bad and doubtful debts is insignificant. The details on
the Group’s credit policy are set out in note 30(c).

(b) Included in other receivables of the Group are deposit of land
acquisition in mainland China of $318 million (2012: $308
million) and amount recoverable from a joint venture of $212
million (2012: $444 million) which is unsecured, interest-free and
has no fixed terms of repayment.

18 PROPERTIES FOR SALE

e
Group
S EETATE in HK$ Million 2013 2012
NRBBZHFERRT Y Properties under development for sale located in
— RE Hong Kong — long leases 1,662 1,296
MRABBZFEDEKRME  Completed properties for sale located in Hong Kong —
— FhEAhER medium term leases 4,033 4,813
5,695 6,109

190 ‘tEgESRAF HANG LUNG PROPERTIES LIMITED 2013 4% ANNUAL REPORT



19 RITERKREMEER
REHAR  SEARTERRAMERS
-

19 BANK LOANS AND OTHER BORROWINGS

At the end of the reporting period, bank loans and other borrowings

FHEAR : were unsecured and repayable as follows:
=
Group
NEEBEBITIE in HK$ Million 2013 2012
RITER (FiF(a) Bank loans (Note (a))
—F Nk BN ER Within 1 year or on demand 1,657 1,113
—FRE-FR After 1 year but within 2 years 10,983 1,378
WEBRERFA After 2 years but within 5 years 10,786 18,955
FHEME Over 5 years 4,519 2724
27,945 24,170
HtER (5E (b)) Other borrowings (Note (b))
MERERAFR After 2 years but within 5 years 375 =
RFLAE Over 5 years 6,915 5,799
7,290 5,799
35,235 29,969
B REESE 2 BB A Less: unamortized front end fees (256) (233)
RITERRHMES®E  Total bank loans and other borrowings 34,979 29,736
FIARBEET Amount due within 1 year included under current liabilities (1,657) (1,113)
—FANE| BB FIE
33,322 28,623
5T Notes:

(a)

(b)

FA-MERTEFHREHN\BEELHNE
(ZZF——F: THAREE/\HAE) FHEFL -

AEEZETEEZZMBRORSG - ZENB
RHNBERREARNERNRRZEEBVEERE
TEEREEEGERAAHREEFEZLLETER
WREKRF - FR - AEED T2 ETREFRON

25K .

RZTE-—=F+-A=+—H xEE#EFH
+t+ABATF—EEL(CE—=—F:A5+—F
“TEEST) RBANRITEEREE -

ARFlz—HEEHEHNHRBARRY —EAEE
=+HEER (ZT——F: =+ExXn) 2P HE
BEtE (T5H281)) - REER - "EBERELAET
BRI ERFARA-SHNAAEZNELAE
(ZB——F: ZHARAEENHELHE) -

(a) All bank loans are interest-bearing at rates ranging from 0.8% to 7.9% (2012: 0.6%

(b

to 8.5%) per annum during the year.

Certain of the Group’s borrowings are attached with financial covenants which require
that at any time, the Group’s consolidated tangible net worth is not less than and the
ratio of borrowings to consolidated tangible net worth is not more than certain required
levels. During the year, all these covenants have been complied with by the Group.

At December 31, 2013, the Group had $7,981 million (2012: $5,127 million)
committed undrawn banking facilities.

A wholly-owned subsidiary of the Company has a US$3 billion (2012: US$3 billion)
Medium Term Note Program (the “Program”). At the end of the reporting period,
the bonds have been issued with coupon rates ranged from 2.95% to 4.75% (2012:
3.55% to 4.75%) per annum under the Program.
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20 ENBRARHEAMEMNRK

20 TRADE AND OTHER PAYABLES

&=

Group
NEEBEEITHE in HK$ Million 2013 2012
e R ERTE A (Kizk ) Creditors and accrued expenses (Note (a)) 4,219 3,242
BlEE (FIEE (b)) Deposits received (Note (b)) 1,758 1,555
FEAH R BB A R IE (KMizE(c)) Amounts due to fellow subsidiaries (Note (c)) - 14
5,977 4811

B -

(@) BNRREFERSERAR-—FATEENZ
REFBALEZENBET (ZF— =

hBE&T) -

(b) ERETERNFLEBT (ZF—=F: hfE
—TET) BHER—FATEERN -

(c) BNRRMBARFELDAEER REREETE

{EIRH] -

B AT A B B 0 R B A B AN SR 2 A R R

—E=ZE=T

Notes:

within one year.

terms of repayment.

(a) Creditors and accrued expenses include retention money payable of $508 million
(2012: $335 million) which is not expected to be settled within one year.

(b) Deposits received of $1,087 million (2012: $920 million) are not expected to be settled

(c) The amounts due to fellow subsidiaries are unsecured, interest-free and have no fixed

Included in trade and other payables are trade creditors with the

HIRR O - following aging analysis:
£H
Group
NBEREITHE in HK$ Million 2013 2012
—1{& A N EIEE Due within 1 month 2,633 2446
=8 A&SIH Due after 3 months 548 367
3,181 2,813

21 REEMBRRREZBIE

21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

(@) AFHE (a) Current taxation

ESE]

Group
PV LR Vi in HK$ Million 2013 2012
EEN SR Provision for Hong Kong Profits Tax 365 202
AR B ET{S RS Provision for China Income Tax 239 186
AEFEE 2 ENEFENEH Hong Kong Profits Tax payable relating to prior years 29 4
633 392
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21 REFEEHBRRERLEZHE ) 21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

(b) EZLEBIIE (b) Deferred taxation
£
Group
NBEEBITAE in HK$ Million 2013 2012
RIERIEE R Deferred tax liabilities 9,524 8,947
RIETIA B E Deferred tax assets (7) (12)
EIETR B EFER Net deferred tax liabilities 9,517 8,935
REAHBHRIE FBRIEREMIES  The components of deferred tax liabilities/(assets) recognized in the

AN

=)
&/(CEE) MEREFRZEEIT consolidated statement of financial position and the movements during
the year are as follows:

B E BT E in HK$ Million FERHE
ZRERRITE B s
Depreciation BEEZ
allowances in Y REZE
excess of b/E==tr Future
related Revaluation benefit of Hih Lt
EERIBEAER - Deferred tax arising from: depreciation  of properties tax losses Others Total
R-E——F—F—H At January 1, 2012 1,106 7,461 (35) 129 8,661
HARE X AR Charged to exchange reserve - 2) = = (2)
PIBEE AT /(BEA) Charged/(Credited) to profit or
(PizE8(a)) loss (Note 8(a)) 41 205 33 3) 276
RN-ZZE——F+=—H At December 31, 2012 and
=t+t—HBR=ZE—=F January 1, 2013 1,147 7,664 (2) 126 8,935
—H—H
FOBE H A A Credited to exchange reserve 27 240 - = 267
RiBz AR Charged to profit or loss
(FisE8(a)) (Note 8(a)) 71 219 2 23 315
N=B—=F At December 31, 2013 1,245 8,123 - 149 9,517
+=A=+-RH

[Efh | TESERINEGIRELEEFREA  Included in “Others” is mainly deferred tax liabilities recognized in
7 RO ECAERER Z HERERIEAE - respect of undistributed profits of foreign investment enterprises in
mainland China.
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21 REEHBERREKREZHIE @)

(c) RERZELEREEE
AEEMARE THERARZEHBLR
N+ N\EZ—BELT(ZE—=F: +=§&
EFtEER) MEEEMEENELERIE
BEELER AAR-_Z—=F+=_A7
=+t—B RKEEEEENBRE
ABOR AL - WEBBEBOBE
BEANBRREHRAEESR W REE - MR
Wi BB EBRARNEEE 48
R F&EET o

21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

(c) Deferred tax assets not recognized

The Group has not recognized deferred tax assets in respect of tax
losses of $1,801 million (2012: $1,357 million) sustained in the
operations of certain subsidiaries as the availability of future taxable
profits against which the assets can be utilized is not probable at
December 31, 2013. The tax losses arising from Hong Kong operations
do not expire under current tax legislation. The tax losses arising from
the operations in mainland China expire five years after the relevant
accounting year end date.

22 A 22 SHARE CAPITAL
2013 2012
RHEE BELE it 1 B RASHE
Number of Amount of Number of Amount of
shares share capital shares share capital
(ABR) (BEx) (B8R) (B&TT)
(million) ($million) (million) ($million)
JETE Authorized
SRR EE—7T Shares of $1 each 6,000 6,000 6,000 6,000
BEITNEE Issued and fully paid
K—A—H At January 1 4,477 4,477 4473 4,473
RR I HAfE T & Shares issued under share
BT 2R option scheme 2 2 4 4
®W+=-—A=+—8H At December 31 4,479 4,479 4,477 4,477
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23 f##E&

23 RESERVES

(a) £HE (@) The Group
H b
Other reserves
‘ EEB
B B
B e Employee R
(8 Capital [EH##E  share-based Ve “afEE
Share  redemption Exchange compensation k) Retained Total
B EHBITTE in HK$ Million premium reserve reserve reserve Total profits reserves
R-E——F At January 1, 2012 32,909 2,066 5,615 477 41,067 65,922 106,989
—H—H
NEE A Profit for the year = = = = = 8,395 8,395
#EE N B 2 &) Exchange difference arising
BRIBESL 2 from translation of
ERER overseas subsidiaries - = 150 - 150 - 150
NEE2EUZE  Total comprehensive
4a %A income for the year - - 150 - 150 8,395 8,545
FFEEREAIZRE  Final dividends in respect
of previous financial year — — — — - (1,611) (1,611)
AREEZFEIRR S Interim dividends in respect
of current financial year — — — — - (761) (761)
BT Issue of shares 56 - = = 56 = 56
EEREEA Employee share-based
payments 14 - - (6) 8 225 233
RZZT——F At December 31, 2012 and
+=-—HA=+—H January 1, 2013 32,979 2,066 5,765 471 41,281 72,170 113,451
r—Z—=fF
—H—H
REEHF Profit for the year = = = - - 7,212 7,212
¥ E G NI EB A 7] Exchange difference arising
BRIEBEAZ from translation of
PEH =R overseas subsidiaries - - 2,500 - 2,500 - 2,500
AREEZEEUZE  Total comprehensive
FoEE] income for the year = - 2,500 - 2,500 7,212 9,712
EERAAARE  Final dividends in respect
of previous financial year — — — — — (2,553) (2,553)
ANEEHEIRL S Interim dividends in respect
of current financial year — — - - - (761) (761)
IR Issue of shares 42 = - - 42 _ 42
EEREER Employee share-based
payments 10 - - 111 121 43 164
R-ZT—=%F At December 31, 2013 33,031 2,066 8,265 582 43,944 76,111 120,055
+=A=+—H
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23 f#fs 23 RESERVES (Continued)
(b) AF (b) The Company
HAfEE
Other reserves
» ERRD
AR G
B e Employee RE
(8 Capital  share-based Ve ke
Share  redemption compensation 4z Retained Total
NBEBRBITHE in HK$ Million premium reserve reserve Total profits reserves
N-_E——F—H—H At January 1, 2012 32,909 2,066 477 35,452 2,866 38,318
N B A & 2 U Es Profit and total comprehensive
Ha%EE income for the year = = — — 2,483 2,483
FEERERE Final dividends in respect of
previous financial year — — - - (1,611) (1,611)
REZHHRE Interim dividends in respect of
current financial year - - - - (761) (761)
BT Issue of shares 56 - _ 56 _ 56
EENRREER Employee share-based payments 14 - (6) 8 225 233
W-E——4F At December 31, 2012 and
+-—A=+—HxK January 1, 2013 32,979 2,066 471 35,516 3,202 38,718
—E—=F—A—H
NEEHF R EEYZE  Profit and total comprehensive
A %A income for the year — — - - 3,380 3,380
EFEERIEE Final dividends in respect of
previous financial year - - - - (2,553)  (2,553)
REZH RS Interim dividends in respect of
current financial year - - - - (761) (761)
BITHR D Issue of shares 42 _ _ 42 _ 42
EEREER Employee share-based
payments 10 - 111 121 43 164
N-EBE—=F At December 31, 2013 33,031 2,066 582 35,679 3,311 38,990
+=A=+—H

AEBR_ZE—=F+-_A=+—HBHR
BafefrREE—_asar (22— —F:
—BEFAEET) NPRAEBARZ

196

B ZEFBR A7 HANG LUNG PROPERTIES LIMITED

The retained profits for the Group at December 31, 2013 included
$402 million (2012: $276 million) in respect of statutory reserves of the

subsidiaries in mainland China.
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23 f#E @)

(b) AT ()

BB H B R A A E R~ iR RIZ
BB (RAERD) EO+NZBEREN+ A
FIREEE - EREEOEREEINED
RIS RRE £ 2 B H 258 o B 1)
i - EERGEEEEESELE Y
FIEATHE 2 B BB 2 A TAE o

RZE—=F+-A=+—H ' KxA7d
DR TFREZFEESEBAE=TZE
—T-EER(CF-—ZF:=1+_F%
“HEL) e

BEXEH
AEENEAEERRE A ERERRE
AEERFEZE  UARRRHE®RRL
REMFTHERHNE - FRIAEGERR
HSRE -

AEETEERT DR RERLE A
AT BOK T A A B R B
B SR 1 A AR P A (B 5 AR 2
PIESF G - L AEAKE XBAA R
EERRZRDHEAGHEELBE

AEEEBRAERLE R OHERREL X
MEBERELR) RRSRENTRK - L=
BRI ERKROM B AEREREERE
B FEREERTERREMESHERRE
T MIRTTER - RIESRRRE S MIFE

AR o

R-_E—=F+=-A=+—H8' ' A5£E82
FEERELEREERELES R AR
DZEMA (ZE—ZF  FREKFE) &
BRAZ-T Bt (ZE—Z=ZF: 8oL
=) o NA R SE RN B A F &R
FHNEBEREART R AR -

23 RESERVES (continued)
(b) The Company (Continued)

The application of the share premium account and the capital
redemption reserve are governed by Section 48B and Section 49H
of the Hong Kong Companies Ordinance respectively. The exchange
reserve comprises the exchange differences arising from the translation
of the financial statements of overseas subsidiaries. The employee
share-based compensation reserve comprises the fair value of share
options granted which are yet to be exercised, as explained in note 1(v).

The aggregate amount of the Company’s reserves available for
distribution to equity shareholders of the Company at December 31,
2013 was $3,311 million (2012: $3,202 million).

Capital management

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 to other
stakeholders, and to secure access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholders’
returns that might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital position, and
makes adjustments to the capital structure in the light of changes in the
Group’s business portfolio and economic conditions.

The Group monitors its capital structure by reviewing its leveraging ratio
(net debt to equity and debt to equity) and cash flow requirements,
taking into account its future financial obligations and commitments.
Net debt represents bank loans and other borrowings less cash and
deposits with banks. Equity comprises shareholders’ equity and
non-controlling interests.

Net debt to equity ratio and debt to equity ratio as at December 31,
2013 were 0.5% (2012: net cash position) and 26.7% (2012: 24.0%),
respectively. Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.
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24 FERER
RS R EMBRRNAEE (R+=A
=+—R) 2 EHEA KB QR
o N AR A KB 1R o SRIE s 2 B
BACES IRy Fak Eb

25 REKEXER RS

24 NON-CONTROLLING INTERESTS

Non-controlling interests represent the equity interests and the share
of profit or loss attributable to other shareholders in respect of the
subsidiaries not wholly-owned by the Group as at December 31. Details
of movement of non-controlling interests are set out in the consolidated
statement of changes in equity.

25 CASH GENERATED FROM OPERATIONS

LB BEETATHE in HK$ Million 2013 2012
FR7A AT g A Profit before taxation 9,204 10,169
FHEE - Adjustments for:

HEREMZERE Gain on disposal of investment properties (8) (2,148)
RITHLEHA Bank interest income (782) (602)
3 R FIH AR AN S A Interest income from unlisted held-to-maturity investments (11) (19)
JE FHIRERR B A Dividend income from unlisted investments (10) -
B ER Finance costs 398 348
e Depreciation 37 35
HEEMEFEEESIE Loss on disposal of other fixed assets 2 11
BB Z ANEZIE N Increase in fair value of investment properties (2,482) (2,522)
BliEEEE R Share of profits of joint ventures (96) (105)
EERESR Employee share-based payments 164 233
HFEMEZRD Decrease in properties for sale 400 19
FEURBR TN K E At e U Fk 2. (Increase)/Decrease in trade and other receivables (1,608) 221

(gm)/ md

FEN R et & A 2180 Increase in creditors and accrued expenses 683 200
BURS 2 3E Increase in deposits received 176 166
FENRIZMBATZIE R4 Decrease in amounts due to fellow subsidiaries (14) =
RELEEF 2 RE Cash generated from operations 6,053 6,006
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26 JARAE 26 CONTINGENT LIABILITIES

REERZSHABERT ¢ At the end of the reporting period, contingent liabilities were as follows:
~A]
Company
NBEBREITHE in HK$ Million 2013 2012

THI B R R PTER 2 R1T Guarantees given to banks to secure credit facilities
EEMmREZ R drawn by subsidiaries 35,257 29,994

KAmWEGgHB AR ZEEREMEETT The Company has not recognized any deferred income for the
EERHIEGEREMEIZEW A - BiZ  guarantees given in respect of borrowings and other bank facilities for
ZEERBITEEZATEEARSIMET  subsidiaries as their fair value cannot be reliably measured and their

EMEREABET (ZE——F: &) transaction price was $Nil (2012: $Nil).
27 7EE 27 COMMITMENTS
RNEE AN ANEBRERTIREZEANAYE  Atthe end of the reporting period, capital commitments not provided for
wm in the financial statements were as follows:
==
Group
NEEBEBTHE in HK$ Million 2013 2012
B4 Contracted for 5,250 5,527
DR RS Authorized but not contracted for 44,021 29,344
49,271 34,871

FHiEEFZEAEGRAEERTREAMZ  The above commitments include mainly the land costs and construction
B mEREZIEEMESEE Z LKA related costs to be incurred in respect of the Group’s development of its
MFEEEFRREARK AN o investment properties in various cities in mainland China.
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28 EEEF

(a) BIKEF
AEBEEAREERTAE KRS T
8 ZHET2EES—MBIARER
AEE YHELHSEREE  HAE
B xS BEE -

EEXENREEHZEEZERAHE2ETH
SLLER - BB SRR EE M AT
A - ZEENT 2HESRNEBEHKA
REZETE - BRI HRTIBEAGE
BEo /BN  REBEHFRHENKTE
MERXTABREEES ZHHEEBAR
ERERP o AEE A #8212 ft50Rk4
HMR - BF RSB W E N5 E R
R AEBRFRAZHARBER
—F—Easg8rt(ZE—=ZF:=ZF—88
L) MBAREBEOZRERESERER
hBEBT (ZE—=F: —8&T)°

—HEERERAGMEAEEHE ([BED
AEIDERY  WRABIZRBEEE
wo-RBRENEEDFIREBEZEAEHEK
ALERBRZERTIT) 2AD AR
BIMEGR o RNEE 2 1R G 2 BB R
BREEZRPAIIAEBEEEINZR
Bigsm o  AEERFAELD ZBRESHR
EEANEET (ZZ——F A& °

HRAEEZRKREFTE D —REHRRR
SRE & R BV B R AR KT B ([BURRIRET
g BEXENFTERABESHEZKE
BARMER - MEEE R —RIEEE2ER
FRAGTEIHRERETE

RAREFBRAMEEEE 2 HB AR -
Hig 879 BE i BT T & 9% 2 iR KA
FETEl ([FBERKEFIFTE) 2KE - %
EhEAMHEBARIMERECHE—F
- DiEREEZXFeE2EEAASL
m) AR B AR R A8 A 5 & R A E BIR IR
BAES  MPBREHETERATRIEEZS
B A i BT B A B 2 BT BB R BRGR AR
ZEEBZERABHEML - ZERERBH
BRARRAFERNEE cHARBERA=TE
T(ZE—Z—F: Z_THEBT) °
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28 EMPLOYEE BENEFITS

(a) Retirement benefits

The Group operates a defined contribution provident fund scheme for
its employees. The assets of the scheme are held separately from those
of the Group by an independent corporate trustee and managed by
professional fund managers.

Contributions are made by both the employer and the employees at a
certain percentage of employees’ basic salaries, the percentage varying
with their length of service. When an employee leaves the scheme prior
to his or her interest in the Group’s contributions being fully vested,
forfeited contributions are credited to reserves of the fund. Depending
on the level of reserves, the Group may direct the trustee to credit
dividends to members’ accounts out of the reserves of the fund. The
Group’s contributions may be reduced by the forfeited contributions,
but there was no such reduction of the Group’s contributions during the
year. Total contributions made by the Group for the year amounted to
$21 million (2012: $21 million) and forfeited sums credited to reserves
amounted to $9 million (2012: $1 million).

A master trust Mandatory Provident Fund Scheme (the “MPF Scheme”)
is operated by an independent service provider. Mandatory contributions
are made by both the employer and the employees at 5% of the
employees’ monthly relevant income, up to a limit of $25,000. The Group’s
contributions will be fully and immediately vested in the employees’
accounts as their accrued benefits in the scheme. Total MPF contributions
made by the Group for the year amounted to $4 million (2012: $4 million).

As the Group’s provident fund scheme is an MPF Exempted
Occupational Retirement Scheme (the “ORSO Scheme”), eligibility
for membership of the ORSO and MPF schemes is identical. New
employees are offered a one-off option to join either the ORSO or the
MPF scheme.

Staff in the Company’s subsidiaries operating in mainland China are
members of a retirement benefits scheme (the “Mainland RB Scheme”)
operated by the local municipal government in mainland China. The
only obligation of the subsidiaries in mainland China is to contribute
a certain percentage of their payroll to Mainland RB Scheme to fund
the retirement benefits. The local municipal government in mainland
China undertakes to assume the retirement benefits obligations of all
existing and future retired employees of subsidiaries in mainland China.
Total contributions made by subsidiaries in mainland China for the year
amounted to $30 million (2012: $24 million).
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(b) BT ERF
ARRR_EE_F+— A=+ HFE
M2 IRDEIRETE ([ZEE - F RN EIRE
H2 ) BER-E——FEmA+N\BEAT
IR B E ([ —=F R H %R
2l BR-ET-FERHEETEGTES
[5FE1]) & F AL L o WA A1) HAHE
AIRE_ZE - FRMPEETEE — TR
i T F RO BB 2GR
FrEEM A mEEEE BRI RIER
BRIEARHEEREIEBSESRETEZ
FERHEESEHEEER  —_ 2 ——F
e BT B B HEMN B BRRET T+ FRA
BEEEBFEEW -

AEEESARTARLRELEER T
Bty Bivg - BB BRRF /RS EE
HHER - ZRAEREHREEBEARRQA]
ZERET R - AR S| AEEERT R ERE
BZAT  BEIREFEEANKE - WAEH
ERAEBZRRBER R ERERE S -

REFE ARRIEER ([EFR)) BE
BRERESRE (BREAEEREAKE
RAZEERES) HEBRMDHE - 1#ERE
FRAE BRI R AR - MEBER R G & @
EREECRABE - ROPETEERE
ERNEEREE  YHBARRKRMHEE
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AEEXB 2D FHARME=EP 2K
=8 - Al E A IR R E RN 2K
B BEH TEHARESDHRETRER
MZBBYHESRRNEHE TUETE °
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—t+ZEBET-BA =R EARRIE#E
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28 EMPLOYEE BENEFITS (Continued)
(b) Equity compensation benefits

The share option scheme adopted by the Company on November 22,
2002 (the “2002 Share Option Scheme”) was terminated upon the
adoption of a new share option scheme on April 18, 2012 (the “2012
Share Option Scheme”, together with the 2002 Share Option Scheme
are referred to as the “Schemes”). No further options shall be offered
under the 2002 Share Option Scheme, but in all other respects the
provisions of the 2002 Share Option Scheme shall remain in full force
and effect and all options granted prior to such termination and not
exercised at the date of termination shall remain valid. The 2012 Share
Option Scheme remains in force for a period of 10 years commencing
on its adoption date and expiring on the tenth anniversary thereof.

The purposes of the Schemes are to enable the Company to grant options
to selected participants as incentives or rewards for their contributions
to the Group, to attract skilled and experienced personnel, to incentivize
them to remain with the Group and to motivate them to strive for the
future development and expansion of the Group by providing them with
the opportunity to acquire equity interests in the Company.

Under the Schemes, the board of directors of the Company (the
“Board”) is authorized to grant options to selected participants, including
employees and directors of any company in the Group, subject to the
terms and conditions such as performance targets as the Board may
specify on a case-by-case basis or generally. The exercise price of the
options is determined by the Board at the time of grant, and shall be
the highest of the nominal value of the shares, the closing price of the
shares at the date of grant and the average closing price of the shares
for the five business days immediately preceding the date of grant. The
period open for acceptance of the option and amount payable thereon,
the vesting period, the exercisable period and the number of shares
subject to each option are determined by the Board at the time of grant.

As at the date of this report, the total number of shares available for
issue under the 2012 Share Option Scheme is 297,224,253 shares,
representing 6.64% of the issued share capital of the Company. The
total number of shares issued and to be issued upon exercise of options
(including both exercised and outstanding) granted to each participant
shall not exceed in any 12-month period 1% of shares of the Company
in issue.
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28 EEER =& 28 EMPLOYEE BENEFITS (continued)
(b) RIFHERER (5 (b) Equity compensation benefits (Continued)
FRID HEIRE 2 g T ¢ The movements of share options during the year are as follows:
(i) ZEE_FRGEEE (i) 2002 Share Option Scheme
fitn BARESL B
Number of share options
RZT—=%F R-B—=%&
—A—H +=A=+-—H 1TEE
AR TEE 28U/ el ARALAT1E A& 17 EA#E 2 1715 R (B%)
Outstanding on B4  Outstanding on Period during Exercised
BHAH January 1, B17E Forfeited/ ~ December 31, which options price
Date granted 2013 Exercised Lapsed 2013 are exercisable (HK$)
—ETNERA=1H 5,430,625 (140,625) - 5,290,000 —TTRFERA-THE 9.20
May 20, 2004 —T-NFERATNB
May 20, 2005 to
May 19, 2014
—EERE+—ATHBEE 4,770,000 (225,000) - 4,545,000 —TZTLEFE+—A+MAZE 16.75-22.55
—ET+F=A+hB —T—tF=A+N\B
November 14, 2006 to November 14, 2007 to
March 19, 2007 March 18, 2017
T2 +FNA=F+—HZE 44,296,000 (1,964,000) (708,000) 41,624,000 T N\FNA=-+—HZE 17.36-27.90
T \F+ZA=1T—H T N\F+=ZA="1H
August 21, 2007 to August 21, 2008 to
December 31, 2008 December 30, 2018
—TEFE-_AN\HZE 13,780,000 - - 13,780,000 —E——F-ANHZE 26.46-27.27
—E-TFXHA—H —E-TEFERA=1—H
February 8, 2010 to February 8, 2012 to
June 1, 2010 May 31, 2020
—T—ZFLA-TNHEZE 38,390,000 - (2,538,000) 35,852,000 —FT——FtA=-t+hHZE 30.79 -36.90
—T—F X A+=H8 —T=—FXA+=H
July 29, 2010 to July 29, 2012 to
June 13, 2011 June 12, 2021
—Z—%+=-A+tH 1,350,000 - (1,350,000) - —T—=F+-AtH= 24.10
December 7, 2011 —E-—ZF+=H,"H

December 7, 2013 to
December 6, 2021

#E Total 108,016,625 (2,329,625) (4,596,000) 101,091,000

LA EARE R A H B ERfE s —3k  All the above options may vest after one/two to five years of the grant
MEREFEE WA REEHBZE+#E  date and are exercisable up to the tenth anniversary of the date of

FEMEBABTE  LERMDEESS grant, after which they will lapse. No options were cancelled during
B o FAIW AR (D BRREMTFESE o the year.
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(b) BOHERFN (&)

(i) —EZF-_FRHEEZ (8)
MAREITE 2RO EAESE R E B ME

28 EMPLOYEE BENEFITS (continued)
(b) Equity compensation benefits (Continued)
(i) 2002 Share Option Scheme (Continued)

Movements in the number of share options outstanding and their related

FHTEEZEEIT - weighted average exercise prices are as follows:
2013 2012
nREF (T EE IR
(B%) (%)
Weighted BB Weighted A&7
average A average HRrEEE
exercise price Number of exercise price Number of
(HK$) options (HK$) options
R—A—HEAREITE Outstanding at January 1 24.89 108,016,625 2434 147,823,625
B1T{E Exercised 19.38 (2,329,625) 12.92 (3,796,000)
[ Cancelled - - 23.16 (32,630,000)
SR AL 5 Forfeited/Lapsed 27.20 (4,596,000) 27.61 (3,381,000)
Bn+=-—A=+—H Outstanding at December 31 2491 101,091,000 24.89 108,016,625
B AR TE
R+=—B=+—H Exercisable at December 31 21.41 61,758,200 21.06 40,141,525
Ciikentd

F A ER D HIHE -

FR > ARAEFTRELEEFHMIAIR
BITEROHE RFEREEITE RN
M E R T A B 2 ATA i 71
WHEBR=-TNTT

RERITEZ B HIETEE B 2
BEFHRER =T NTR -

REE R mARWITREZ AP R Nk
FIERGENBARH =F (ZFT——F:
NEE) e

No share options were granted during the year.

No share options were exercised by the directors in the period of their
employment as directors of the Company during the year. The weighted
average closing price of the shares immediately before the dates of
exercise by the employees during the year was $29.00.

The weighted average share price at the dates of exercise for share
options during the year was $29.05.

The weighted average remaining contractual life of options outstanding
at the end of the reporting period was 5.3 years (2012: 6.4 years).
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28 EMPLOYEE BENEFITS (continued)
(b) Equity compensation benefits (Continued)
(ii) 2012 Share Option Scheme

At EiRE S B
Number of share options
R=ZT—=%F R-T—=
—A—H +=A=+—H 1T1RE
MR TEE 284/ e RARAT L fi&tn EAtE 2 1710 Ef (B
Outstanding on BE%  Outstanding on Period during  Exercised
Esgunl =t January 1, B Ekn(s Forfeited/ ~ December 31, which options price
Date granted 2013 Granted Exercised Lapsed 2013 are exercisable (HK$)
—T—=4F — 40,000,000 - (1,380,000) 38,620,000 —F—HF,NAMNEZRE 28.20
NAMA —E-=F,"A=H
June 4, 2013 June 4, 2015 to
June 3, 2023
4% Total — 40,000,000 - (1,380,000) 38,620,000

LA R B R R IR A R R R E
hFEREE YARELBHTRAFER
RITTEE - MR B0 AR &R - AL
ERAD HA R R N o

FARABRMERZHERDL BB ZATKH
BER-_tTtrxtAaRl-

REE B R AT 2 By B 2 hnwE ¥
RSB NP RNHME -

R 2 IR R A R
[N %- BT EEER - EEBR S
B 2 IR R R T A 2 S B RO R
2 DT B E ANl - FRE 2
RTBRNT -

All the above options may vest after two to five years of the grant date
and are exercisable up to the tenth anniversary of the date of grant,
after which they will lapse. No options were cancelled during the year.

The closing price of shares immediately before the date of grant during
the year was $27.75.

The weighted average remaining contractual life of options outstanding
at the end of the reporting period was 9.4 years

The weighted average value per share option granted during the year
estimated at the date of grant using a Black-Scholes pricing model
taking into account the terms and conditions upon which the options
were granted was $8.01. The weighted average assumptions used are
as follows:

FiH B2 RE Share price at grant date $27.50
1TIEE Exercise price $28.20
fE [ fa ) 2 Risk-free interest rate 0.49%
TEERE R ER (4F) Expected life (in years) 6
IR Volatility 0.41
TEHIERAR B Expected dividend per share $0.74
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(i) —FE——FRHEEZ (8)
REAREDNR BEZEE Y KIE T

REEREBHII—FEFASERE 25Kt
DITEE - BHERKEREBERSM
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EREARE -
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BE_ZT—=F+_HA=+—HBIHF

ERERZBEE LT

(1) BREEE: —FHEE—TET
(ZBE——%: —F/\BE8):

(2) BRRE%EE: = FUERATETT
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() fZEE&KAE: —THE—TEBTT

(=F——F: —T=a/\+&Bn):
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(=2——F: —TFTRENtED) -

29 MEALIRS

HEZ:E B RREMBOBRELRS
BERAN - FA AREREBREXBB

$£43 RIMATHEEALRS !

() ARFIz—RARMBARISERE LS
ZMEEBEES]  MAQRZHEB
REANEAEREREARARKRE -RZF
—=F+-_H=+—HRE2Z2HEEE
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(b) EERFEEEREMEENME7R

b) & °

28 EMPLOYEE BENEFITS (Continued)

(b)
(ii)

Equity compensation benefits (Continued)
2012 Share Option Scheme (Continued)

The volatility measured at the standard deviation of expected share price

returns is based on statistical analysis of daily share prices over the one

year immediately preceding the grant date. Expected dividend per share
is based on historical dividend. Changes in the input assumptions could

materially affect the fair value estimate.

(iii)

In respect of share options granted to the directors, the related
charge recognized for the year ended December 31, 2013,
estimated in accordance with the Group’s accounting policy in
note 1(v)(2) was as follows:

(1) Mr. Ronnie C. Chan, $25.1 million (2012: $28.0 million);

(2) Mr. Philip N.L. Chen, $34.5 million (2012: $36.2 million);

(3) Mr. H.C. Ho, $15.1 million (2012: $13.8 million); and

(4) Mr. Nelson W.L. Yuen, $9.8 million (2012: $16.8 million).

29 RELATED PARTY TRANSACTIONS

Except for the transactions and balances already disclosed elsewhere
in the financial statements, the Group entered into the following related

party transactions during the year in its ordinary course of business:

(a)

(b)

A fellow subsidiary of the Company contributed funds as capital
investment to a subsidiary of the Company for the development
of Plaza 66, a property in Shanghai. The amount outstanding was
fully repaid during the year (2012: $14 million).

Emoluments to directors and key management has been disclosed
in notes 7 and 28(b).
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

Exposure to interest rate, liquidity, credit and currency risks arises in
the normal course of the Group’s business. The Group has policies and
practices approved by management as described below in managing
these risks.

(@) Interest rate risk

The Group’s interest rate risk arises primarily from deposits with
banks and borrowings issued at floating rates. Interest rate trend
and movements are closely monitored and, if appropriate, existing
borrowings will be replaced with new bank facilities when favorable
pricing opportunities arise. In addition, the Group established the
Program which provides fixed interest rate facilities to the Group and
assists the Group to manage its interest rate risk.

The interest rates of interest-bearing financial assets and liabilities are
disclosed in notes 15, 16 and 19.

Based on the simulations performed at year end in relation to the
Group’s bank deposits and borrowings, it was estimated that the impact
of a 100 basis-point increase in market interest rates from the rates
applicable at the year end date, with all other variables held constant,
would increase the Group’s profit after taxation and total equity by
approximately $89 million (2012: $142 million).

This analysis is based on a hypothetical situation, as in practice market
interest rates rarely change in isolation, and should not be considered
a projection of likely future profits or losses. The analysis assumes the
following:

— changes in market interest rates affect the interest income and
interest expenses of floating rate financial instruments and bank
borrowings; and

— all other financial assets and liabilities are held constant.
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(b) REBEZRM
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(b) Liquidity risk

The Group manages its surplus cash centrally and the liquidity risk of
the Company and its subsidiaries at the corporate level. The objective
is to ensure that an adequate amount of cash and committed bank
facilities are available to meet all funding requirements. Significant
flexibility is maintained through diverse sources of committed credit
lines to respond to unforeseeable opportunities and events.

ESE]
Group

BRRTRRERE

Contractual undiscounted cash flow

—EMER —ERFA

BRTEE —FR Between Between AFRE

Carrying @Bt Within land?2 2and 5 Over
SR BT E in HK$ Million amount Total 1 year years years 5 years
RITERREMEER Bank loans and

other borrowings

34,979 40,854 2,752 11,907 13,313 12,882

JE {5 BR R N2 EL A FE 5P R Trade and other payables 5,977 5,977 4,382 993 533 69

R-ZZE—=F+="H=+—H At December 31, 2013 40,956 46,831 7,134 12,900 13,846 12,951

BRRITRASRE

Contractual undiscounted cash flow

—EMFA —ERFA

BRTEE —FR Between Between AERE

Carrying “aEt Within 1 and 2 2and 5 Over

LB R BT E in HK$ Million amount Total 1 year years years 5 years
RITERREMER Bank loans and

other borrowings 29,736 35,401 2,020 2,218 20,664 10,499

FERBR X E At FEAST R Trade and other payables 4811 4,812 3,557 736 430 89

RZZF——F+=F=+—H AtDecember 31, 2012 34,547 40,213 5,577 2,954 21,094 10,588
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(c) Credit risk

The Group’s credit risk is primarily attributable to trade receivables and
deposits and bonds held with reputable banks and financial institutions.

It maintains a defined credit policy including stringent credit evaluation
on and payment of a rental deposit from tenants. Proceeds from
property sales are receivable pursuant to the terms of the sale and
purchase agreements. In addition to the payment of rental deposits,
tenants are required to pay monthly rents in respect of leased properties
in advance. Except for sale of properties developed by the Group, it does
not hold any collateral over the receivables. Receivables are regularly
reviewed and closely monitored to minimize any associated credit risk.

The Group does not engage in any derivative transactions. Surplus cash
is placed with reputable banks and financial institutions in accordance
with pre-determined limits based on credit ratings and other factors to
minimize concentration risk.

Except for the financial guarantees given by the Company as set out in
note 26, the Group does not provide any other guarantee which would
expose the Group or the Company to material credit risk.

There are no significant concentrations of credit risk within the Group.
The maximum exposure to credit risk is represented by the carrying

amount of each financial asset in the consolidated statement of financial
position.
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d) Currency risk

Currency risk arises when recognized assets and liabilities are
denominated in a currency other than the functional currency of the
Group’s entities to which they related. The Group maintains certain
bank deposits denominated in United States dollars amounting to
US$40 million (2012: US$143 million) and 10-year bonds amounting to
US$500 million (2012: US$500 million). Given that Hong Kong dollars
are pegged to United States dollars, the resulting currency risk on such
deposits is considered insignificant.

The Group also engaged in property development and investments
in mainland China through its local subsidiaries whose net assets
are exposed to currency risk. In addition, the Group holds Renminbi
deposits and bonds to meet its ongoing payment obligations in relation
to its development projects in mainland China which is denominated in
Renminbi. Where appropriate, the Group seeks to minimize its exposure
to currency risk in mainland China through borrowings denominated in
Renminbi.

Management estimated that a 1% appreciation/depreciation of
Renminbi against Hong Kong dollar would not have a material effect
on the Group’s profit after taxation and the Group’s equity attributable
to shareholders would be increased/decreased by $777 million (2012:
$744 million).

The above analysis has been determined assuming that the change in
foreign exchange rates had occurred at the end of the reporting period
and that all other variables, in particular interest rates, remain constant.

(e) Fair value

The fair values of held-to-maturity instruments, unlisted investments,
trade and other receivables, trade and other payables, cash and
deposits with banks, bank loans and other borrowings are considered
approximate to their carrying amounts at the end of the reporting period.
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31 SIGNIFICANT ACCOUNTING ESTIMATES AND
JUDGMENTS

Key sources of estimation uncertainty

Notes 12(a) and 28(b) contain information about the assumptions and
their risk relating to valuation of investment properties and investment
properties under development, and fair value of share options granted.
Other key sources of estimation uncertainty are as follows:

(a) Properties held for sale

The Group determines the net realizable value of unsold properties
based on estimation of future selling price less costs to be incurred in
relation to the sale, with reference to the prevailing market data and
market survey reports available from independent property valuers.

(b) Impairment of assets

The Group tests regularly whether goodwill and other assets that have
indefinite useful lives have suffered any impairment. Other assets are
reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of the asset exceeds its recoverable
amount. The recoverable amount is determined using fair value
less costs to sell or value-in-use calculations as appropriate. These
calculations require the use of estimates.

(c) Income taxes

There are transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business
and judgment is required in determining the provision for income
taxes. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the year in which such
determination is made.

(d) Recognition of deferred tax assets

The amount of the deferred tax assets included in the consolidated
statement of financial position of the Group is recognized only to the
extent that it is probable that future taxable profits will be available
against which the temporary differences and unused tax losses can
be utilized. The recognition of deferred tax assets requires the Group
to make judgments or based on the assessment of future financial
performance, the amount of future taxable profits and the timing of
when these will be realized.
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32 ULTIMATE HOLDING COMPANY

incorporated in Hong Kong.

The ultimate holding company is Hang Lung Group Limited, a company

33 FUTURE CHANGES IN ACCOUNTING POLICIES

The Group has not early applied the following amendments, new
standards or interpretations which have been issued by the HKICPA
but are not yet effective for the year ended December 31, 2013. The
adoption of the following amendments or standards will not result in

substantial changes to the Group’s accounting policies.

AT B Bz bAT&
Fih 2 St EIRR AR

Effective for accounting periods
beginning on or after

HKAS 32 ({&5T7%)
HKAS 32 (Amended)

HKAS 36 ({31 4%)
HKAS 36 (Amended)

HKAS 39 (f&5T4)
HKAS 39 (Amended)

HKFRS 10 ({&5TA)
HKFRS 12 ({831 4) &
HKAS 27 (&3] 4A%)

HKFRS 10 (Amended),
HKFRS 12 (Amended) and
HKAS 27 (Amended)

HKFRS 9
HKFRS 9

SMIA: 2% —KHEMEERSHAE
Financial instruments: Presentation
— Offsetting financial assets and financial liabilities

BERE — FermBEErNESRE o HKE
Impairment of assets
— Recoverable amounts disclosure for non-financial assets

SHMTH: BE — TETAZERKEEL haEst
Financial instruments: Disclosures
— Novation of derivatives and continuation of hedge accounting

RE ML
HAb B sk e iR 5E 12
B HmE [1REERE]
Consolidated financial statements,
Disclosure of interests in other entities and
Separate financial statements “Investment entities”

TRTHE

Financial Instruments

—ET—UEFE—H—H
January 1, 2014

—E—-UFE—H—H
January 1, 2014

—ZE—UFE—F—H
January 1, 2014

—ZT—UFE—F—H

January 1, 2014

TR
N/A*

*RAIRN T -AF A - HZEMBHERKEUE -

FTHDEE £ BB FRE o

34 ZERKRRK

EERN-_T—mOF-—A-+=—HAREY

APR TR TS TR -

effective date is to be determined.

* The original effective date of January 1, 2015 is removed and the new mandatory

34 APPROVAL OF FINANCIAL STATEMENTS

Board of Directors on January 23, 2014.

The financial statements were approved and authorized for issue by the
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35 PRINCIPAL SUBSIDIARIES
At December 31, 2013

BEITIRA i AV
(%) SBATHE RREIFFE RE e
Issued B Hm B Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
Antonis Limited* 10,000 100 100 YRS B
Property leasing Hong Kong
AP City Limited 2 100 - MERE B
Property leasing Hong Kong
AP Joy Limited 2 100 - MERRIEE B
Property development Hong Kong
& leasing
AP Properties Limited MEEREEE B
Property development Hong Kong
& leasing
[A] R 34 100 =
‘A’ shares
[BJ % 6 100 -
‘B’ shares
AP Star Limited* 2 100 - ERIEE B
Investment holding Hong Kong
AP Success Limited 2 100 - MERE BB
Property leasing Hong Kong
AP Universal Limited* 2 100 - MEME BB
Property leasing Hong Kong
AP Win Limited* 1,000,000 100 - MEMEE B
Property leasing Hong Kong
AP World Limited 2 100 100 MR BB
Property development Hong Kong
Bonna Estates Company 1,000,000 100 100 YEME &%
Limited Property leasing Hong Kong
EECEARAT 4,000,000 100 - YEHE BB
Caddo Enterprises, Limited* Property leasing Hong Kong
Cititop Limited 2 100 - MEBRRREE EB
Property development Hong Kong
& leasing
BHERAGRAT BRI E B
Country Bond Development Investment holding Hong Kong
Limited
[A]B& 990 79.8 -
‘A’ shares
[B] I 1 100 -
‘B’ share
Dokay Limited* 2 100 - MERE BB
Property leasing Hong Kong
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35 PRINCIPAL SUBSIDIARIES (Continued)

At December 31, 2013

BEITIRA i AV
(%) SBATHE RREIFFE RE e
Issued B Hm B Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
TBEEERR AR 2 100 - AR A BB
Easegood Enterprises Limited Investment holding Hong Kong
Fu Yik Company Limited* 3 100 - VERE BB
Property leasing Hong Kong
EXARAT 2 100 100 PRI E B
Gala Ruby Limited* Investment holding Hong Kong
Gowily Limited 2 100 - YEHE B
Property leasing Hong Kong
Grand Centre Limited 4 100 - MERE B
Property leasing Hong Kong
Grand Hotel Group Limited 10,200 100 - R FELERER B
Apartment operating Hong Kong
& management
EEEEEEAR AR BRI A B
Grand Hotel Holdings Limited Investment holding Hong Kong
[A] A& 62,163,123 100 =
‘A’ shares
[B] A& 6,000,000 100 -
‘B’ shares
Hang Chui Company Limited 2 100 - VEWE B
Property leasing Hong Kong
Hang Far Company Limited* 2 100 = RIS & B
Investment holding Hong Kong
BRER AT 200 100 - MEME BE
Hang Fine Company Limited Property leasing Hong Kong
Hang Kwok Company Limited* 10,000 100 - MERE B
Property leasing Hong Kong
18/ (17E) BE A 10,000 100 100 EIE R B
Hang Lung (Administration) Management services Hong Kong
Limited
18 (K&E) BRAF 1 100 - PRI A BB
Hang Lung (Dalian) Limited Investment holding Hong Kong
8% OIL#) BRAA 1 100 - ERIEE BB
Hang Lung (Jiangsu) Limited Investment holding Hong Kong
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35 PRINCIPAL SUBSIDIARIES (continued)
At December 31, 2013

BEITIRA i AvA
(B’ 3L iEss NCIlGiES: RE e
Issued B BmADL Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
Bf% (&r) BRAA 1 100 - ERIEE B
Hang Lung (Jinan) Limited Investment holding Hong Kong
15[ (28) BRAF 1 100 - BRI A BB
Hang Lung (Kunming) Limited Investment holding Hong Kong
Bf% (RE) BRAA 1 100 - ERIEE B
Hang Lung (Liaoning) Limited Investment holding Hong Kong
BfE (&%) BRAF 2 100 - PEAIR A BB
Hang Lung (Shenyang) Limited Investment holding Hong Kong
Bf% (RE) BRAA 2 100 - R E B
Hang Lung (Tianjin) Limited Investment holding Hong Kong
1B (FU%) BRAF 1 100 - PERIR A BB
Hang Lung (Wuhan) Limited Investment holding Hong Kong
BiE (#&85) BRAF] 1 100 - B E BE
Hang Lung (Wuxi) Limited Investment holding Hong Kong
Hang Lung Park-In Limited 2 100 - MEMEE B
Property leasing Hong Kong
BETEREGEAR 10,000 100 100 TEIBEER B
Hang Lung Project Project management Hong Kong
Management Limited*
BREYESIEAR AR * 100,000 100 = MEETR BE
Hang Lung Property Property management Hong Kong
Management Limited*
BEEREER AT * 2 100 100 MERIE B
Hang Lung Real Estate Agency Property agencies Hong Kong
Limited*
BfEME () BRAA 2 100 100 ERIEE B
HLP (China) Limited Investment holding Hong Kong
HLP Finance Limited" IE 100 100 B ARERRES
US$1 Financial services British Virgin
Islands
BEMENFEEERAT ARKELT 100 - 875 BE
HLP Financial Services Limited RMB1 Financial services Hong Kong
HLP Fortune Limited 1 100 100 MEERE B
Property development Hong Kong
BEMEREFRAR] 2 100 100 8175 BB
HLP Treasury Limited Financial services Hong Kong
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35 PRINCIPAL SUBSIDIARIES (continued)
At December 31, 2013

BEITIRA i AV

(%) SBATHE RREIFFE R B

Issued B Hm B Place of

NG| Share Capital % Held by % Held by ESs Incorporation

Company (HK$) The Group The Company Activity and Operations

HLP Treasury Services 2 100 - IR E BB

Limited™ Investment holding Hong Kong

Hoi Sang Limited* 2 100 - RIS E B

Investment holding Hong Kong

LEERAR 1,000,002 100 = YRR B

Lockoo Limited* Property development Hong Kong

Magic Modern International 1 100 100 EE B

Limited* Advertising Hong Kong

Mansita Limited* 2 100 - MERE BB

Property leasing Hong Kong

Modalton Limited 2 100 - MERE B

Property leasing Hong Kong

Monafat Limited* 2 100 = YIERE a5

Property leasing Hong Kong

Palex Limited* 2 100 - MERE BB

Property leasing Hong Kong

Pocaliton Limited 2 100 - LEIEN - B

Property leasing Hong Kong

Rago Star Limited 2 100 - MERE BB

Property leasing Hong Kong

Stooket Limited 2 100 100 YEHE BB

Property leasing Hong Kong

Tegraton Limited 2 100 - MERE BB

Property leasing Hong Kong

EMEZERAR 100,000 100 - MEMEE B

Wai Luen Investment Property leasing Hong Kong
Company, Limited*

Yangli Limited* 2 100 - MERE BB

Property leasing Hong Kong

215



B 75 R R P RE

Notes to the Financial Statements

35 FEMBLAT @)

R—E—=%+_-_HA=+—H

35 PRINCIPAL SUBSIDIARIES (Continued)

At December 31, 2013

i AV
SE NEIFTFE o i B
FEAMINE B E D BmEDT ERADL Place of
Wholly Foreign Owned Enterprises &R % Held by % Held by £ Incorporation
in mainland China Registered Capital The Group  The Company Activity and Operations
REEEMEFRAA AR #3,556,877,35570 100 - MR B A3,
Dalian Hang Lung RMB3,556,877,355 Property development ~ Mainland China
Properties Ltd.
EBHREENERFRAR] AR#4,537,321,8007T 100 = YFEER B AT
Kunming Hang Ying RMB4,537,321,800 Property development ~ Mainland China
Properties Ltd.
FEEEENEFRAR] AR #5,382,096,3247T 100 - MEERLEE R (A3
Liaoning Hang Lung RMB5,382,096,324 Property development ~ Mainland China
Properties Ltd. & leasing
WERIEE M ERR A 385,000,0003 7T 100 - MEZHRELEE R A3
Shandong Hang Lung US$385,000,000 Property development ~ Mainland China
Properties Ltd. & leasing
ESEEMERR AR 349,990,000 7T 100 - MEZRRREBE B3
Shenyang Hang Lung US$349,990,000 Property development ~ Mainland China
Properties Ltd. & leasing
REEBEMEFRAA 75#3,820,000,0007T 100 - MR R E A
Tianjin Hang Lung HK$3,820,000,000 Property development ~ Mainland China
Properties Ltd.
G EEMERR AR AR #3,837,746,26170 100 - MEERNEE AR B Ay b,
Wuxi Hang Lung RMB3,837,746,261 Property development ~ Mainland China
Properties Ltd. & leasing
mEHEENEFRAR] 7 #:509,000,0007T 100 = MEER T A3,
Wuxi Hang Ying Properties Ltd. HK$509,000,000 Property development ~ Mainland China
ML EEEERFARAR AKES3,680,000,0007T 100 - MERER R E At
Hubei Hang Lung Property RMB3,680,000,000 Property development ~ Mainland China
Development Co., Ltd.
GaiijpAva
ERIIE=ZN EEFE NGIiES: R S B
FREANMAFINE B (%7T) BmE DL ERA DL Place of
Equity Joint Venture Registered Capital % Held by % Held by ES Incorporation
in mainland China (US$) The Group ~ The Company Activity and Operations
EEERBEERZEERAT 167,004,736 82 - MEHRELEE R (A3
Shanghai Hang Bond Property Property development ~ Mainland China
Development Co., Ltd. & leasing
EEBEREMERBEERAT 165,000,000 69.3* - MEHRELEE A A
Shanghai Kong Hui Property Property development ~ Mainland China
Development Co., Ltd. & leasing

*

FEEF RN ENER

tEAKBEREMBARERARMESENE ZBHS
#B1n 2 HEas

* Not audited by KPMG
* Operated in Hong Kong

# Represents the Group’s attributable interest in the commercial portion of the properties
held either directly or indirectly by the subsidiary

FRILEERBEANEE 2 E8NNEE
BEAREZTEWMBRA -

The above list gives the principal subsidiaries of the Group which in the
opinion of the directors, principally affect the profit and assets of the Group.
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36 JOINT VENTURES
At December 31, 2013

BEITIRA il AV
(%) SEATRE NCIlEieSE RE e
Issued EmEI BmADL Place of
NG| Share Capital % Held by % Held by Evs Incorporation
Company (HK$) The Group The Company Activity and Operations
BEEBR AR 5,000,000 36.8 - PSR A a5
Country Link Enterprises Investment holding Hong Kong
Limited
B ERER AR ZERRIR A BE
Ease Smart Development Investment holding Hong Kong
Limited
[A] & 1 - -
‘A’ share
[B] & 1 100 -
‘B’ share
ERBERERAR" 3 333 - YFEHE BB
Star Play Development Property leasing Hong Kong

Limited*

* RREBR ST EEMER

* Not audited by KPMG
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