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CORPO RATF. EE AN

PROFILE

Lifestyle International Holdings Limited (together with its subsidiaries, the “"Group”)
is a Hong Kong-based premier retail operator that specializes in the operation of
mid to upper-end department stores in Hong Kong. The Group’s two SOGO
stores in Hong Kong including the flagship store in Causeway Bay, the largest and
leading department store in Hong Kong, as well as the Tsim Sha Tsui store.
Characterized by the "one-stop shopping” concept with unparalleled brand
equity, the Group's department stores offer a wide variety of goods ranging from
daily necessities to luxury products as well as personal care services, such as beauty
salons, in a comfortable shopping environment.

As part of its continuous efforts to enrich customer experience at its store, the
Group operates the Wa San Mai Japanese restaurant as a complementary facility of
the flagship department store in Causeway Bay to provide a convenient alternative
for customers. To capture the rising purchasing power in the East Kowloon area,
the Kai Tak Project commenced ground-breaking in December 2017, with its
foundation construction work progressing satisfactorily. The construction of the
twin blocks of commercial buildings that upon completion in 2022, will host a new
SOGO department store along with complementary retailing, entertainment,
dining and lifestyle facilities in East Kowloon. The twin-tower is set to become a
new landmark in East Kowloon and will further strengthen the Group's foothold in
the Hong Kong retailing market. With the Group's strong financial position and
operating cash flows as well as its unparalleled brand equity, the Group is always
prepared to take on new investment opportunities to drive sustainable growth and

long-term prosperity.
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INFORMATION

Board of Directors
Executive Directors

Mr. Lau Kam Sen
Ms. Lau Kam Shim

Non-executive Directors

Mr. Lau Luen Hung, Thomas (Chairman)
Mr. Doo Wai Hoi, William
Ms. Lau Yuk Wai, Amy

Independent Non-executive Directors

Mr. Lam Siu Lun, Simon

The Hon. Shek Lai Him, Abraham
Mr. Hui Chiu Chung

Mr. Ip Yuk Keung

Company Secretary
Mr. Poon Fuk Chuen

Audit Committee

Mr. Lam Siu Lun, Simon (Chairman)
The Hon. Shek Lai Him, Abraham
Mr. Hui Chiu Chung

Mr. Ip Yuk Keung

Remuneration Committee

Mr. Lau Luen Hung, Thomas

Mr. Lam Siu Lun, Simon (Chairman)
The Hon. Shek Lai Him, Abraham
Mr. Hui Chiu Chung

Nomination Committee

Mr. Lau Luen Hung, Thomas

Mr. Lam Siu Lun, Simon (Chairman)
The Hon. Shek Lai Him, Abraham
Mr. Hui Chiu Chung

Registered Office

Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
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Corporate Information (continued) %5 %} (4)

Head Office and Principal Place
of Business in Hong Kong

20th Floor, East Point Centre
555 Hennessy Road
Causeway Bay, Hong Kong

Principal Banker
Bank of China (Hong Kong) Limited

Auditor

PricewaterhouseCoopers
Certified Public Accountants and
Registered PIE Audlitor

Solicitors

Reed Smith Richards Butler
Sit, Fung, Kwong & Shum

Hong Kong Share Registrar and
Transfer Office

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen's Road East, Wanchai, Hong Kong

Cayman Islands Share Registrar and
Transfer Office

SMP Partners (Cayman) Limited
Royal Bank House, 3rd Floor

24 Shedden Road, P.O. Box 1586
Grand Cayman, KY1-1110
Cayman Islands

Share Information

Place of listing: The Stock Exchange of Hong Kong Limited
Stock code: 1212

Board lot: 500 shares

Financial year end: 31 December

Closing share price at 31 December 2019: HK$8.94

Market capitalization at 31 December 2019: HK$13,427 million

Website

www.lifestylehk.com.hk
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For the year ended 31 December #E T —A=+—HILFE

Operating Results & & ¥ &

HK$'000 F7& 7T 2015
Sales proceeds $H & FT1S A 13,836,382
Turnover & 3 58 6,171,393
Profit before taxation & % Al iz 7 2,675,411
Profit for the year attributable to

owners of the Company
RERARRHEE ARG G 1,914,392
Basic earnings per share (HK$)
FREAAN (BT 1.19
Total dividends per share (HK cents)
A S4B EE GBAL) 63.2

Turnover & ¥ 58

HK$ Million
BEBT e A
FHRAEERE
5,000
4,000
3,584 3,482
3,000
2,000
1,000
(0}
2015 2016

04

«\\*ﬁ-&‘[ ‘ﬂr

2016 2017 2018 2019
9,605,804 10,316,508 11,707,732 9,445,511
4,671,971 3,755,092 4,358,010 3,542,032
1,938,603 3,412,689 2,162,376 2,116,176
1,600,907 2,875,674 1,690,070 1,890,676

1.00 1.79 1.08 1.26
63.2 63.2 66.5 30.0

CAGR -0.3%

4,358

EHASI)

3,542

2017 2018 2019
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Financial Highlights (continued) 81 %52 (1)

For the year ended 31 December BiZ + — A=+ —HILFE

Gross Profit £ %
/- l",

HK$ Million CAGR _0.9%

BEET
FEAERR

3,215
3,000 2751 2,667 2,831

2,000

1,000

2015 2016 2017 2018 2019

2019 Sales Proceeds By Store
“E-NWERMEHD ZHERMBSRE
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Causeway Bay # i &

e Frequent business disruptions resulting from protests and other
social incidents.

REGEE R B E B ARG E R R -

e Approximately 60 business days were affected during the
second half of 2019.
EZZ-NEFETHFHATETROOMELXA -

Tsim Sha Tsui 2 A MH

e Due to the dramatic fall in inbound tourism and weak local
consumption in the second half of 2019, sales at our SOGO TST
reversed its growth trend for the first time since 2015.
HARZZE—NE T EFRBIRE AR XA EEILES - LPEE
HEOHEALBE T —RAFURER LR -

FlRERRERRLAF —T-NAFFH



Lau Luen Hung, Thomas %5
Chairman £ &

Dear Shareholders,

2019 marked a year of unprecedented challenges and volatility. World
economic growth experienced a synchronized slowdown and in the wake
of a protracted trade war with the US, China’s economy grew at its’ slowest
pace in almost three decades. As a consequence of China-US trade
tensions and ongoing social unrest, Hong Kong slipped into its first
economic recession in over a decade.

During the second half of 2019, prolonged and intensifying social unrest
throughout the city brought about severe disruption to business
operations and acutely hit upon the retail industry as a result of a sharp
downturn in visitor arrivals and souring local sentiment. In view of the
prioritization of both the safety of our employees and customers, our
SOGO stores have been subject to a shortening of operating hours or full
closures, which has significantly impacted our business particularly during
the peak holiday shopping season under the fourth quarter. A total of
approximately 60 business days were affected during the second half of
2019. As a result of these exceptional circumstances, the Group's gross
sales revenue plummeted 36.0% in the second half of the year and
reported a 19.3% decline for the full year, tracking the plunge of the
general Hong Kong retail market.

For the year ended 31 December 2019, the Group's turnover decreased by
18.7%, largely due to the business downturn experienced in the second
half. Profit attributable to shareholders however saw an unexpected
increase of 11.9% to HK$1.89 billion, which was mainly lifted by a
significant increase in fair value gain on the Group's financial investment
portfolio. In view of the deteriorating operating environment and
continued uncertainties, we believe that these exceptional circumstances
call for decisive measures that are geared towards the safeguarding of our
business. As a result, for the first time since the Company'’s listing, the
board of directors has resolved to not recommend the payment of the final
dividend. We believe that this measure is a prudent and responsible
means of preserving cash for the long-term financial health of the Group.
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Chairman’s Statement (continued) = E R & (&)

In recent months, the outbreak of the novel coronavirus in China has
further dealt a heavy blow upon the Hong Kong economy, severely
affecting both inbound tourism and local consumption. This will place
further pressure upon the already weakening Chinese economy and could
derail fledging global economic growth in the short to medium term. In
view of these ongoing uncertainties, for the first time, management retains
a pessimistic outlook for the Hong Kong retail market in the coming year,
as a prolonged virus outbreak and potential local social unrest could
continue and further undermine local business and consumer sentiment.

In face of these headwinds, our dedicated management team will remain
focused upon further bolstering the resilience of our core business in order
to preserve our long-term competitiveness within an increasingly turbulent
market. We will continue to regularly review our strategic plans within the
business and re-evaluate our organizational structure in preparation for
extremities. Increasingly, we view key stakeholder engagement as critical
towards ensuring the long-term strength of our business. In face of the
difficulties over the past year, the cooperation and trust of our business
partners has been crucial towards our business operations. The challenges
have given us an opportunity to demonstrate the importance of our
partnership philosophy and we intend to further strengthen the long-
standing relationships with each of our vendors in the coming future.

With regards to the Kai Tak Project, construction of the Project has been
progressing satisfactorily despite logistical delays caused by recent viral
outbreak. Management will continue to work closely with our contractors
to continue pushing the project forward. Upon completion, the twin towers
will host a SOGO department store in addition to complementary retailing,
entertainment, dining and lifestyle servicing facilities. We remain confident
that this project will become a new landmark in East Kowloon, further
strengthening our foothold in the Hong Kong retail market.

On behalf of the board of directors, | would like to express my sincere
gratitude to all our staff, especially our front-line colleagues and those of
our business partners, who have displayed steadfast devotion to their duty
throughout the difficult year. Their dedication and tireless efforts are a
testament to our corporate values of teamwork and partnership that are all
the more crucial under these challenging times, and | am confident that
these values will enable us to thrive in the long-run. Lastly, | would like to
extend my heartfelt thanks to our customers, business partners and
shareholders for their trust and support for the Group over the years. We
shall be grateful for your continuing patronage in the years to come.

Lau Luen Hung, Thomas
Chairman

9 March 2020
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DISCUSSION AND #:2 stz 51
ANALYSIS

Market Overview

The world economy grew at its slowest pace in a decade as prolonged
trade tensions and the associated uncertainties weighed on business
sentiment and economic activities globally. China reported in 2019 its
lowest annual growth rate in 29 years amid lingering trade disputes with
the US. The world’s second largest economy saw its gross domestic
product expand 6.1% last year, down from 6.6% in 2018. Total retail sales
of consumer goods in China rose 8% in 2019, shrinking from 9% growth in
2018.

The Group’s home market Hong Kong saw the first annual contraction
since the global financial crisis a decade ago as local social incidents dealt
a severe blow to an economy already weakened by a synchronized global
economic slowdown and China-US trade war. The city’s GDP contracted
by 1.2% in 2019, compared with a 3% growth in 2018. Hong Kong's retail
sales also plunged in 2019 as tourism and local spending were hit hard by
the months-long social unrests began in June alongside the external
headwinds. Visitor arrivals to Hong Kong turned from a positive growth of
13.9% in the first half of the year to a negative growth of 14.2% for the full
year, with an aggregate of 55.9 million visitors. Visitations from mainland
China reported a 14.2% decline for the full year, again turning from a
positive growth of 16.4% in the first half of the year. For the whole year,
retail sales in Hong Kong sank 11.1% year-on-year, compared with 8.8%
growth in 2018. Sales of luxury goods categories, including jewelry and
watches, drogped 22.4% whereas department store sales decreased 13%

year-on-yea

Lifestyle International Holdings Limited Annual Report 2019,
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Financial Review 2019

Notwithstanding the challenging operating environment, the Group
persistently enhanced its operational efficiency and reinforced customer
loyalty to fortify its footing in the Hong Kong retail market. While the
Group proved its mettle in the first half of the year by repeatedly
outperforming the broader industry when the retail market showed
weakening momentum, the drastic deterioration in consumer sentiment
caused by local social incidents and the associated disruptions to the city’s
economy in the second half of the year took a heavy toll on the retailing
market and significantly affected the Group’s operations. The sudden
deterioration of the retailing environment in the second half of the year
saw an accelerating decline in the Group's sales, from a negative growth
of 2.4% recorded in the first half of the year to a negative growth of 19.3%
for the full 2019, as comparing to 2018.

Turnover and Sales Proceeds
For the year ended 31 December 2019, the Group's department store
operations saw its turnover decreased by 18.7% over the previous
year to HK$3,542.0 million, while total gross sales proceeds,
derived from direct, After Purchase Order (“APQO") and
concessionaire sales transactions, were down by 19.3% to
approximately HK$9.4 billion. The decline in turnover of
the Group was caused by a decrease in direct sales of
approximately 22.4% while commission income derived
from APO and concessionaire sales saw a relatively mild

drop of approximately 17.9%.
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Gross Profit and Concessionaire Rates

The Group's gross profit margin as a percentage of turnover increased to
74.9% from 73.8% in 2018 as the drop in concessionaire commission, which
gross margin is theoretically 100%, was less than the decline in direct sales.
Gross profit amounted to HK$2,653.2 million, down 17.5% from HK$3,215.3
million in 2018 as sales tumbled. The blended average concessionaire rate
for the Group proved to be relatively stable and remained at last year's

level of approximately 24.8%.

Net Profit Attributable to Shareholders

Net profit attributable to owners of the Company for the year amounted to
HK$1,890.7 million, up 11.9% from HK$1,690.1 million recorded in 2018.
The unexpected profit increase amid sales decline was primarily
attributable to the fact that while the operating profit has suffered as a
result of a drop in sales revenue amidst sluggish traffic footfall and
consumer spending, the profit was lifted by a fair value gain of
approximately HK$403.9 million this year as comparing to a fair value loss
of HK$516.0 million last year on the Group's financial investment portfolio.
On the other hand, the Group's profit was weighed down by a fair value
loss of HK$174.0 million on the Group's investment property under
development in Kai Tak whereas it was a fair value gain of HK$251.2 million
in 2018, due mainly to a correction in the property market following the
months-long social unrest last year. Without counting the above-
mentioned non-cash fair value changes, the Group's operating profit for
the year would have shrunk 18.2% to HK$1,632.1 million from HK$1,996.3
million recorded in the previous year, with HK$642.4 million being
recorded in the second half of 2019, plummeted 35.1% from the HK$989.7

million recorded in the first half of the year as sales fell.

Selling and Distribution Costs

The aggregate selling and distribution costs of the Group decreased 3.4%
over the previous year and represented 7.4% (2018: 6.2%) of the Group's
gross sales proceeds as the fall in sales proceeds was relatively larger. The
decrease in absolute amount was mainly attributable to a drop in rental
equivalent expenses for the TST store as well as a lower staff

compensation costs.
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Administrative Expenses
The Group's general administrative expenses remained at a level similar to
last year of approximately HK$137.8 million as most of the Group's general

administrative expenses are relatively fixed.

Staff Costs

Staff costs (excluding those of the directors) of the Group decreased 7.2%
to approximately HK$220.7 million during the year under review. While the
annual general increment of salaries and wages for the Group’s employees
was largely in line with the market trend and general inflation,
remuneration adjustments and bonuses are based on performance of
individual staff and financial performance of the Group. The total number
of full-time staff of the Group decreased to 659 at the end of 2019 from
685 at the end of 2018.

Other Income, Gains and Losses

These comprise mainly management fee, credit card recharges,
miscellaneous incomes received from the counters and tenants, and other
sundry incomes and exchange gain/loss. Increase in other income, gains
and losses of the Group during the year was mainly attributable to an
exchange gain to the tune of HK$20.5 million whereas it was an exchange
loss of HK$10.1 million in 2018, mainly arising from translating the Group's
USD denominated bonds payable as the USD weakened against the HKD
at the end of 2019.

Interest and Investment Gains/(Losses)

For the year 2019, the Group recorded a net investment income of
HK$740.2 million, comparing to a net investment loss of HK$271.0 million
in 2018. Investment income comprised mainly interest income to the tune
of HK$201.7 million from the Group's bank deposits and net investment
gain of HK$538.5 million, which consisted of fair value gain of HK$403.9
million (2018: fair value loss of HK$516.0 million), investment income
received and receivable, and dividend income from the Group’s

investment in financial assets.
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Management Discussion and Analysis (continued) & @53 & 247 (&)

Finance Costs

The Group's total finance cost consisted mainly of finance charges and
interest expenses on bank loans and bonds payable. The aggregate
amount of finance costs and interest incurred, before capitalization, was
approximately HK$619.3 million (2018: HK$494.6 million) for the full year,
including HK$12.4 million interest in respect of lease liabilities following
adoption of the new accounting standard at the beginning of the year. The
substantial increase in the overall interest costs was mainly due to higher
interest incurred in respect of the Group's HIBOR-based Hong Kong dollar
bank loans as the HIBOR stayed at relatively higher level throughout the
year as comparing to 2018. Furthermore, there was additional interest
being incurred in the second half of the year on the US$300 million bond
payable which was only issued in July 2019. Finance costs charged to the
profit or loss account during the year amounted to HK$365.2 million (2018:
HK$282.2 million) after some HK$254.1 million (2018: HK$212.4 million) of
the borrowing costs relating to the Group's Kai Tak project has been

capitalized.

Liquidity and Financial Resources

The Group's EBITDA (excluding fair value changes on the Group's financial
assets at fair value through profit or loss (“"FA at FVPL"), club debentures
and investment property) for the year decreased 13.8% to HK$2,494.6
million (2018: HK$2,893.7 million), due mainly to a fall in sales revenue. As
at the end of 2019, before counting the Group's FA at FVPL valued at
approximately HK$3,306.1million (2018: HK$3,077.2 million), the Group's
net debt increased from approximately HK$9,674.8 million in 2018 to
HK$10,053.2 million. The Group’s cash at banks and time deposits
amounted to approximately HK$8,621.3 million (2018: HK$6,196.0 million)
as at the end of 2019. Of the cash kept at banks in Hong Kong,
approximately 99.1% was denominated in US dollar (“US$ or USD") and
Hong Kong dollar ("HK$") and approximately 0.9% was in Renminbi

("RMB") and other foreign currencies.
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Management Discussion and Analysis (continued) &2 @51 & 247 (&)

The Group's outstanding bank loans at the end of 2019 amounted to
approximately HK$11,712.2 million (2018: HK$11,214.2 million) and bonds
payable amounted to approximately HK$6,962.2 million (2018: HK$4,656.5
million). The bank loans comprised HK$4,500 million term loan and
HK$3,000 million revolving loan drawn under the Hong Kong dollar
denominated five-year (due July 2021) HK$8,000 million secured loan
facility, which interest is calculated with reference to HIBOR. The HK$4,500
million term loan is repayable semi-annually over the loan life, with the first
repayment started from January 2019. The bank loans consisted of also a
term loan of HK$3,691 million drawn under the HK$%,000 million project
loan facility for financing payment of part of the land premium of the Kai
Tak Land. This HK$9,000 million project loan facility bear interest
calculated with reference to HIBOR and does not require repayment until
the end of the 5-year term in the year 2022. The remaining bank loans
represented short-term US$ loans totaling US$73.6 million (equivalent to
HK$573.4 million) drawn under an aggregate US$320.0 million facilities,
which are secured against certain of the Group's investment in financial
assets, which interest are calculated either with reference to LIBOR or at

fixed rate of 2.35%.

As at the year end, the Group had aggregate unutilized banking facilities
in the amount equivalent to approximately HK$7,228.4 million (2018:
HK$7,702.0 million).

The bonds payable of HK$6,962.2 million at the year-end (US$900 million
at maturity) represented outstanding unsecured guaranteed bonds issued
by the Group, which comprised a US$300 million 10-year (bearing interest
at 4.25% and maturing in October 2022), a US$300 million 5-year (bearing
interest at 4.875% and maturing in July 2024) which was issued during the
year, and a US$300 million 10-year (bearing interest at 4.5% and maturing
in June 2025).

As at 31 December 2019, the Group's net debt to equity ratio or net
gearing (defined as total borrowings less cash and bank balances (before
counting the Group's FA at FVPL) divided by equity attributable to owners
of the Company) was 261.7% (2018: 330.0%). The relatively high level of net
gearing was due to the fact that the Group's self-owned store property in
Causeway Bay, Hong Kong is stated at historical cost less depreciation and
amortization, thereby its fair value has not been taken into account in the

calculation of the equity attributable to owners of the Company.
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Management Discussion and Analysis (continued) & @53 & 247 (&)

Foreign Exchange Management

The functional currency of the Company and its major subsidiaries is Hong
Kong dollar, in which most of the transactions are denominated. As
described under the “Liquidity and Financial Resources” section above,
certain monetary assets and liabilities of the Group are denominated in
USD and, to a small extent, other foreign currencies. The Group currently
does not require a sophisticated and comprehensive foreign currency
hedging policy as the Hong Kong dollar, in which most of the Group's
transactions are denominated, is pegged to the USD in which certain of
the Group's borrowings and cash are denominated. Accordingly, the
Group's exposure to foreign currency fluctuation to certain extent is
somewhat limited. As at 31 December 2019, there existed two outstanding
cross currency swap contracts with an aggregate notional commitment of

US$100 million.

Pledge of Assets

As at 31 December 2019, certain of the Group's leasehold land and
buildings in Hong Kong with carrying values aggregating approximately
HK$1,172.0 million (2018: HK$1,217.4 million), together with shares of
certain subsidiaries of the Group, were pledged to secure the HK$8,000
million (2018: HK$8,000 million) loan facility granted to the Group, of which
HK$8,000 million (2018: HK$7,000 million) was utilized.

In addition, the entire Kai Tak Project, comprising the land under
development and investment property under development, with an
aggregate carrying value of HK$9,762.2 million (2018: HK$9,185.7 million)
was pledged to secure the HK$9,000 million loan facility granted to the
Group for financing the Kai Tak Land acquisition and its construction, of
which HK$3,691.0 million (2018: HK$3,691.0 million) was utilized as at the
year end. Moreover, certain of the Group's FA at FVPL with carrying value
amounting to approximately HK$1,391.8 million (2018: HK$1,256.7 million)
were pledged to secure loan facilities in the amount of approximately

US$320 million (2018: US$255 million).

Contingent Liabilities
The Group did not have any material contingent liabilities as at 31

December 2019.

Material Acquisitions and Disposals
The Group did not have any material acquisitions or disposals during the

year.
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Management Discussion and Analysis (continued) &2 @51 & 247 (&)

Review of Operations

Against the backdrop of a global economic slowdown and protracted
social unrest in Hong Kong, the Group’s seasoned management team
stayed committed to the sound long-term growth strategies anchored by
the Group's strong brand equity, loyal clientele and solid execution ability
that have been instrumental to the Group's long-running success in the

industry.

SOGO CwB

As lingering global trade tensions and subdued local economy weighed on
the consumer confidence, a weaker Chinese currency and domestic social
instability further dampened tourism and consumption-related activities.
Sales at the flagship SOGO Causeway Bay (“"SOGO CWB”") as a result
plunged 33.8% year on year during the second half of the year and a drop
of 19.4% for the full year.

Faced with frequent business disruptions resulting from protests and other
social incidents that took place in the vicinity of our stores in the second
half of the year, the store was subject to a shortening of operating hours or
full closures, which has significantly impacted our business particularly
during the peak holiday shopping season in the fourth quarter. As a result,
a total of approximately 60 business days were affected during the second
half of 2019. The overall traffic footfall for 2019 saw a decrease of 15.5%,
and the stay-and-buy ratio dropped by 0.3 percentage point to 33.8%.
Average ticket size (excluding transactions from the Freshmart

supermarket) of the store however remained steady at HK$1,489.

During the year, the Group's SOGO Rewards program continued to
deepen customer engagement and improve customer services by offering
greater convenience to shoppers, thereby further reinforcing the Group's

brand equity.

In addition, CVISION, the outdoor full-HD LED advertising screen at the
building facade of SOGO CWB that the Group launched in late 2017,
continued to act as an effective advertising platform for our business
partners. Whilst being able to generate stable advertising income to the
Group, it also further reinforces our flagship store’s position as a

prominent retail landmark in Hong Kong.
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Management Discussion and Analysis (continued) & @53 & 247 (&)

SOGO TST

With a well-tailored merchandise portfolio, SOGO Tsim Sha Tsui (“SOGO
TST") has established itself as a popular shopping destination especially
for tourists and enjoyed remarkable sales growth in the past several years.
However, due to the dramatic fall in inbound tourism and weak local
consumption in the second half of 2019, sales at our SOGO TST reversed
its growth trend for the first time since 2015 with sales revenue plummeted
46.0% in the second half of 2019 and down 18.8% for the full year,
comparing to 2018. The months-long civil unrest and social instability that
started in June 2019 has hit the city’s inbound tourism badly and
significantly affected the operations of the SOGO TST as, similar to the
CWSB store, the store was also subject to a shortening of operating hours
or full closures, leading to drop in both traffic footfall and stay-and-buy

ratio for the full year.

Wa San Mai

Located at the same building as our SOGO CWB, business of our Wa San
Mai restaurant was also badly hit during the second half of the year. Its
business receipts in 2019 declined 16.7% year on year to approximately

HK$59.5 million.

Kai Tak Project

To capture the rising purchasing power and untapped customer base in
the East Kowloon area, the Group through government tender acquired in
2016 a plot of land in Kai Tak — East Kowloon, at a price of HK$7,388
million. The accessibility of the Kai Tak redevelopment area has been
greatly enhanced by the newly opened Kai Tak Station of the new Shatin-
Central Link, and its development is expected to be further bolstered by a

government supported redevelopment plan.

With a site area of approximately 14,159 square metres, the Group's Kai
Tak Land will be developed into two blocks of commercial buildings to
provide space for both retailing and office use, with a total gross floor area
of approximately 101,000 square metres. The retailing portion is planned
to house a full-fledged department store and other facilities
complementary to the operations of a department store as well as to use
for the operation of a shopping mall and other entertaining and dining
facilities. The proposed development is expected to be completed by end
of 2022, and it is believed that this Kai Tak Project will be able to create a
landmark position in the new Kai Tak redevelopment and East Kowloon
area and will further broaden and solidify the Group's presence in the

Hong Kong retailing market.
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Management Discussion and Analysis (continued) &2 @51 & 247 (&)

Construction work of the Kai Tak Project has been progressing
satisfactorily despite logistical delays caused by the recent viral outbreak.
The Group will work closely with contractors with an aim to complete the

foundation construction work around middle of 2020.

Outlook and Plan

The Group takes a pessimistic view on the outlook for the retailing market
and believes that 2020 is set to be an extremely challenging year for Hong
Kong, as lingering global geopolitical and trade tensions and ongoing
domestic strife would continue to undermine tourist arrivals and consumer

sentiment.

While Hong Kong's economy is bracing for contraction amidst sluggish
global trade and subdued world economy, the novel coronavirus outbreak
in China during the country’s peak Spring Festival travelling season has
resulted in a number of cities in China being sealed off, which would no
doubt hit the already weakening Chinese economy and could derail a
fledgling global economic recovery. To prevent the epidemic from
spreading in the city, Hong Kong has been taking precautionary protective
measures which are set to further dampen inbound tourism and domestic

consumption in the city.

Although it is difficult if not impossible to estimate how much longer the
situation will persist, the stand-still situation of the society in the past few
weeks has already caused severe impact to the local economy and that
unemployment rate is set to rise in the coming months. As a leading retail
operator in Hong Kong, the Group will closely monitor the development of
the situation and work with our business partners to weather the current
turmoil. Leveraging on its strong brand equity and seasoned management
team, the Group will strive to offer inspirational shopping environment and
captivating shopping experiences for customers by employing a strategic
mix of engaging and efficient services as well as sensible promotions,

thereby driving store traffic and sales.

As always, the Group remains open to new strategic investment and
lucrative business opportunities, with a view to generating higher returns
for its shareholders and also further solidifying the business foundation for

the profitable growth of the Group in the long term.
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&% GOVERNANCE REPORT

As the premier department store operator in Hong Kong, Lifestyle {FABEEREEAEELED MEEESRGEES
International is committed to its’ conduct as a responsible, ethical and Eff  EEXAHFENCEARBE - HPIHD
sustainable corporate citizen. We strive to offer a one-stop shopping RHE—UEXEWES  EHAERELTEBIRN
experience that focuses upon providing our customers with a wide range  BEVIRIE T RELBEELE R MR ©

of quality goods and services within a comfortable and enjoyable

shopping environment.

@

1. Customers: our main goal is to satisfy our customers and 1. & HMFINEZEZARCERT AHIE

Our business philosophy comprises the engagement of our various key stakeholders:

EMNEBECERSEIERDENS R :

provide them with a world-class shopping environment and HEREBEBYRE R ER -
experience.

2. Employees: our people are our most precious asset and 2. {EE: RMIMELABRMEEENEE &
their well-being is essential for the productivity and growth SUOREHETEBRNEENIIERER
of our business. B2

3. Business partners: we treat each brand retailer as our long- 3. ¥¥B# : RfIGEERETEBARIEL
term business partner and conduct all businesses with B WAERHRATSENEEETHEE
integrity and in a responsible manner. 7% o

4. Community: we act as a conscientious member of the 4. #HE: KMEFALS LREBEN—HT -
society and are dedicated towards contributing to the HAORRERFEELER  YRAEF2AL
well-being of our environment and to providing help to RIEED -
those who are in need.

5. Shareholders: we strive to maximize long-term 5. BE : RPN ERB RO RIE
value and return for our shareholders. BERFERHEAEER -

-
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Environmental, Social and Governance Report (continued) &% &R & A8 E(E)

The commitment towards our stakeholders provides us guidance in our
corporate responsibility policy, where we strive to ensure that the values of
our social and environmental responsibilities are integrated within our
daily operations and business code of conduct.

We believe that the pursuit of integrating our sustainability goals within
our business is an ever-evolving process and we hope to further improve

upon our performance in the years to come.

Corporate Responsibility Policy

1.  Ethical Standards and Responsibility
We strive to conduct our business with the highest level of integrity
and responsibility when engaging with our business partners.

2.  Support and Respect our Staff
Employees are our greatest asset and we treat them with fairness
and respect, providing them with a supportive working environment
within which they can reach their greatest potential.

3.  Environmental Responsibility
We aim to cultivate an environmentally conscious culture within our
company and endeavor to minimize the carbon impact of our
business activities.

4.  Striving for Excellence

We continue to ceaselessly set high standards for ourselves and
encourage our partners to embrace these ideals.

We aim to holistically integrate our values and corporate responsibility
commitments into our business model and company culture that in turn
will support our growth in the long run.

Materiality Assessment

The materiality assessment is the exercise through which we identify issues
of importance to the Group from a sustainability perspective and to
prioritize those which are considered material. Through the engagement
of the Group's various stakeholders, ESG issues that are of most relevance
to our stakeholders are identified, helping us to determine our long-term
ESG goals and strategies in the coming years.

With the help of sustainability consultant, we conducted a comprehensive

materiality assessment with our employees in 2018. We continue to devise
our ESG strategies and initiatives based upon the findings of the
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Environmental, Social and Governance Report (continued) &% « & & &% RE (&)

Stakeholder engagement B EsH

Community

Customers q ’

BE

Business
Partners

BB

Employees

B

Shareholders
B R

Engagement Channels SHERE

—  Shareholders’ meetings — BREXE

—  Investors & Analysts meetings — REERDWEEH
—  Results Presentations —  XEEM

—  Financial Reports, Announcements & Circulars —  HB®WE AERBKE
—  Training & Workshops — HIRI{EY

—  Volunteer Activities —  HBIEH

—  Interviews & Meetings — HE#HRE:

—  Project Collaborations — JEBAE

—  Public Events & Social Gatherings — 2REBRUEZEE®
—  Sponsorships & Donations — EBPLBEA

—  Social media platforms — HRERTE

—  Surveys — #E

—  Industry events —  EREH
Corporate Governance EREE

Sub-
Committees

&PMEEE

Directors

BITES
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The Board is the highest governing body of the Company and holds the
ultimate responsibility on the overall strategic development and corporate
governance of the Company. To ensure high governance standards in ESG
matters, the Company has a robust ESG governance structure with clearly
defined responsibilities in place.

The formulation of ESG strategy and the day-to-day management and
reporting on ESG matters resides with the ESG Committee, which is
headed by our Executive Director and comprises members from all major
departments. The responsibilities of the ESG Committee includes the
formulation of ESG strategies, sustainability reporting, stakeholder
engagement, materiality assessment, monitoring the performance of ESG
initiatives and the promotion of ESG issues both internally and externally.

Since the beginning of 2019, a biannual report which covers the
performance of ESG initiatives and forthcoming plans has been distributed
to the Board to provide them with timely updates regarding the progress
of ESG activities and thus, enhancing the oversight of the Board on ESG
issues of the Group.

To ensure the effective implementation of ESG strategies and identify any
potential ESG-related risks and opportunities, the ESG Committee
conducts regular meetings to discuss a range of pre-defined ESG
initiatives and to follow up upon the works of business units which are
charged with carrying out measures and setting appropriate policies to
align with our overall ESG strategy. For instance, we will strengthen further
in the coming year the risk assessment works on potential ESG-related
risks to include the climate change-related risks so as to facilitate the
formulation of corresponding risk mitigation measures.

The ESG Committee continues to keep abreast of the latest developments
on sustainability issues and remains committed towards promoting the
integration of sustainable and socially responsible best practices into our
daily operations and decision making processes across all levels of the
Group. With the collaborative efforts of all business units, we are
dedicated towards improving our ESG performance and fulfilling the
expectations of our stakeholders.

In 2019, the Group was awarded an Honourable Mention in the Hong
Kong Corporate Governance Excellence Awards by The Chamber of Hong
Kong Listed Companies as a compliment in respect of the improvements
made by the Group to the Board and the many productive measures in
promoting independence.
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United Nations Sustainable Development Goals

The Group strives to deliver business growth while driving the sustainable
economic development. We have identified 10 of 17 United Nations
Sustainable Development Goals ("UNSDGs") which are relevant to our
business.

Sustainability commitments

R R A

Environment &%

—  Adopt green practices, initiatives and procedures to
minimize our carbon footprint
RMBRRER - i RIRF - OB ER M52 E
Promote green living and lifestyle through our
marketing activities
RARMNEHEETEY HEGEEEREERRN
Continuous efforts to raise environmental
consciousness amongst our employees & business
partners

FEDNNEEREBEHREREARRER

1(\ - \' ® \
People A

—  Provide a healthy working environment, equal
opportunities and development programmes to our
employees
RESRHERNIERE TSRS RERGE

—  Cater to the well-being of our staff by providing
adequate wellness programmes and recreational

activities
REZTEHEIFERELTE  HEELH LR
BRE

BeBURERRAR
AEEBANEREBRRORAS - HBHTRHE
MAEERR - 17 BB A B A AR R B I (%
ABTHERREEIE) P - RS HA 1088
B EBHEE0EE -

Relevant UNSDGs
HENBSETHERREE

B CLEAN WATER 12 RESPONSIBLE
AND SANITATION CONSUMPTION
ANDPRODUCTION

Clean water and sanitation B R BOKME A R
Affordable and clean energy OB R B2 BER

Responsible consumption and =Tz
production BEMHBNMEE

Climate action RIRITE
Life below water KTED
Life on land BeE 3th A )

3 GOOD HEALTH Quauty 'DEGENT WORK AND
ANDWELLBEING EDUCATION ECONOMICGROWTH

wid L K

Good health and well-being | R 472 Fz B2 4@ 4k
Quality education BEHE
Decent work and economic BT TAEANR A
growth ER

Reduced inequalities W FE
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p

Community & tl

—  Support education and youth development initiatives
through volunteering works and partnerships
FEREBTERBHFE  IFFELREFERERE
Promote arts & culture by holding regular exhibitions at
our stores

RIETERHAERERRE - #EEMEL

Environment

Environmental Policy

Lifestyle International’s Environmental Policy targets to reduce our
environmental carbon footprint and promote an environmentally
sustainable culture within our store operations. We will:

o Quantify the environmental impacts of our operations and design
measures to reduce our greenhouse gas emissions

J Consistently work to improve the efficiency of our energy
consumption

o Ensure a healthy and comfortable indoor environment within our
business premises

o Adopt green practices and technologies to better conserve our
natural resources

o Ensure compliance with applicable environmental and related
legislations with our staff, business partners & other stakeholders

. Minimize our waste generation and manage our waste in a
responsible manner

o Cultivate an environmentally conscious mindset amongst all
employees through regular internal communications and trainings

Energy Efficiency and Water Conservation

As a leading department store operator, we continuously strive to reduce
overall energy consumption and maximize the efficiency of all our facilities
within our buildings with respect to the consumption of electricity, water
and gas, which are the main sources of energy used in our operations.

EETRAR SO—afaea
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In order to monitor and improve our energy consumption, a
comprehensive record for different zones of the buildings is kept for the
purpose of both data compilation and verification. Data is analyzed on a
regular basis so that the equipment and facilities are being maintained at
optimal operating conditions.

The majority of electricity is consumed by the air conditioning systems,
vertical transportation (lifts and escalators), general lighting, refrigeration
systems, plumbing & drainage systems and I.T. facilities (servers, personal
computers and Point of Sales system). Measures are in place to ensure that
the facilities are maintained to function at their optimal operational
conditions. Such measures include considering models with the highest
efficiency standards when making new equipment procurement decisions,
timely replacement of inefficient parts, and conducting preventive
maintenance programmes by contractors and/or in-house maintenance
team.

Our properties are lit by LED lighting devices. In addition, to minimize the
impact of light pollution to our local communities, all the external lighting
facilities of our stores such as LED screens, light boxes, logo signage are
operated in full compliance with the requirements under “Charter on
External Lighting” by Environment Bureau.

The LED lighting systems of our corporate office are equipped with sensor
controls as well as being arranged into small zones, so as to reduce energy
consumption. Motion sensors have also been installed in accessible toilets
for more efficient use of the lightings.

An overhaul of the hydraulic system for the car lift at the Causeway Bay
store was carried out during the course of 2019, with major components of
the hydraulic system such as gear pumps, motors, hydraulic control valves
and gaskets being replaced. This overhaul will not only increase the
operating efficiency and life span of the system, but also greatly minimize
the downtime occurrence.

Comparing to electricity, water consumption is relatively insignificant in our
business operations. Water is mainly used for sanitary facilities for both
customers and staff within the department stores and office premises.
Sensor water taps and flushing facilities have been installed to minimize
the water consumption in washrooms.
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Energy and Water Consumption

The aggregate energy and water consumption at our Causeway Bay, Tsim
Sha Tsui department stores and auxiliary supporting facilities for 2018-

REFURER AKE

RZB-NFE-ZT-NF RABEAEE R
DEHBEENERERMENERBERAKEE

2019 is presented as below: E5mT
Item 2019 2019 2018 2018
EH —E-hE = ik —B-N\F A
(Intensity by (Intensity by
square meter) square meter)
(BEFREBE) (BY¥HXBE)
GHG Emissions (Scope 2) Total kg CO,e 17,613,555 kg 287.55 Kg/m? 17,927,613 kg 292.68 Kg/m?
BERBHNRY (BE2) —SIREELAR 176135550 §FRBI5RT 17921630 BFHK29268RT
Purchased Electricity Total KWh 22,820,652 kWh 372.56 kWh/m? 23,518,102 kWh 383.95 kWh/m?
BE=E BT R/ 2820652 F RN BFHKI256FRNE 23518 102F R/ &F75K383.95F R/
Purchased Towngas Mega Joules (MJ) 1,764,240 MJ 28.80 MJ/m? 1,699,296 MJ 27.74 MJ/m?
BERR KEE 1764 260K EE BT 7K280KEE 169296 KEE  BYHRZTANKEE
Potable water Meter cube 97,615 m? 1.59 m3/m? 89,308 m? 1.46 m3/m?
AKX NFK 97,6153 3K (RPN IAV P 89,3083 73 K BEAR146 7K
Remarks: e
1. Total operating area used for computation of energy intensity is 61,253.33 m?. 1. ATERREEMAREERHERG6125333FFK -
2. Emission Factor used for purchased electricity from Hong Kong Electric and CLPis 2. REBEBELTEBEETNAANERS A

0.80 (2018: 0.79) and 0.51 (2018: 0.51) respectively. Emission Factor for Towngas
from Hong Kong and China Gas is 0.065 per MJ (2018: 0.065 per MJ).

3. GHG emissions is calculated basing on purchased electricity and Towngas only,
excluding those electricity consumptions by central air-conditioning systems which
are not under our operating control that consumption data cannot be readily

available and reliably measured.

As a result of certain energy saving initiatives implemented this year,
purchased electricity decreased 3.0% when compared to 2018. The 3.8%
increase in purchased Towngas was due to the full year effect of
consumption by our Wan San Mai Japanese restaurant, which was
acquired by the Group in July 2018. Overall, the overall GHG emissions
were reduced by 1.8%.

Sustainable Construction

In 2019, we rolled out a number of initiatives with respect to sustainable
and green construction practices, including implementation of the “Green
Fit-Out Guideline”, sharing of facade hoarding and use of air purifiers
during construction. Through these practices, we have achieved savings,
both in terms of time and costs, for our renovation projects. minimized the
nuisance to the public, kept dust and odours generated through
renovations to a minimum, as well as reduced the overall generation of
construction waste

IEEEEERAR SS—aPRR
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Waste Management and Recycling

Waste prevention and management plays an indispensable role within our
overall environmental policy. In addition to minimizing any environmental
impact, we believe that waste prevention increases operational efficiency
and generates long-term cost savings. We recognize the importance of
promoting waste consciousness amongst our various stakeholders in order
to effectively implement our waste management policy that includes the
promotion of recycling and practices that support the reduction of material
consumption.

A recycling machine, namely the Reverse Vending Machine, which is
placed at our SOGO Tsim Sha Tsui Store, has collected over 600 pieces of
non-refillable PET bottles from our customers in 2019, saving
approximately 150 kg of carbon emissions.

In addition, by applying the sustainable and green construction practices
to a major shop renovation project during the year, around 80% of
construction waste generated from this renovation project had been
successfully collected for recycling.

Workplace Conduct

To deepen our commitment towards environmental protection and
sustainability, we have adopted the following practices to reducing the
paper consumption in our office:

o Use of digital medium in meeting rooms for the sharing of meeting
materials

o Black & white and double-sided printing is set as the default printing
option of office computers

° Designated trays are made available in office equipment rooms for
the collection of reusable paper

In addition, initiatives have also been taken to reduce water consumption,
which include installation of automatic faucets and water flow controllers to
all taps, providing guidelines for the cleaning staff to do the washing up in
a water container instead of under running water, as well as encouraging
staff to bring their own cups to meetings to minimize the use and cleaning
of guest glasses.

In 2019, the Group was awarded the “Green Office Awards Labelling
Scheme (GOALS)” for the third year and “Eco-Healthy Workplace” label by
the World Green Organization ("WGQ") in recognition of our support in
promoting sustainability and improving workplace environment.
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Environmentally Friendly Shopping

To advocate environmentally responsible shopping, we sell reusable
shopping bags and provide P-life biodegradable plastic shopping bags as
carrying options for our customers. Moreover, we regularly hold different
environmentally friendly promotional activities within our stores to arouse
and encourage our customers to adopt a more environmentally conscious
and mindful lifestyle.

In 2019, we organized and supported the following initiatives to promoting
eco-friendly living:

—  Tote bags, snack bags, cutlery set, stainless steel drinking straws and
eco-friendly cotton handkerchiefs available for redemption upon
purchase

—  WWEF Earth Hour

—  Umbrella bag redemption and used umbrella collection for recycling

—  Water refilling machine available at the Kids Fashion & Toys
department of our Causeway Bay store

Food Recycling

Due to operational needs, certain food waste is being generated on a daily
basis. To avoid such waste going to the landfills, we adopt proper waste
segregation procedures and support recycling waste into valuable
resources.

In addition, the cooking processes at the eateries within our premises
produce waste cooking oil. As improper handling or storage of cooking oil
waste may lead to environmental contamination, we have followed
guidelines issued by the Environmental Protection Department to ensure
the proper storage and record of cooking oil waste. We engage qualified
contractor to collect and ship it to designated facilities of the
Environmental Protection Department so that the cooking oil waste can be
disposed in a proper and professional manner.

We hold responsibility in minimizing food waste. We manage to reduce
food waste by educating staff on how to properly sort food waste. Daily
food waste collected under our food recycling programme is turned into
compost or animal feed. In 2019, around 26,185 kg of food waste was
collected, saving approximately 14,824 kg of CO,e emissions from the
landfill, a decrease of 53% when compared to 2018. The decrease in food
waste was mainly due to adjustment of the pack size of certain fresh
produce sold.

We have also been donating foods to “Food Angel”, the local food bank,
to help those in need and to raise the awareness towards treasuring food
as a precious resource. In 2019, Food Angel has collected approximately
865 kg from us as food rescue donations, a decrease of 57% compared to
2018 as a result reduction of food waste this year.
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Employees

Staff and workplace

As at 31 December 2019, Lifestyle International employed a total of 659
staff and they are all based in Hong Kong. The gender and age
distribution of our staff are as follows:

Gender Distribution
55 e

21 to0 30
21&305%
31to 40
31E405%
41 to 50
41Z505%

. 51 to 60
51&E 6057

Female 1%

Age Group
FHeAa 5l

’E
BTIMIESMH

RIB-AF+A=+—H FEHESH*E
F6s9OBET  WEHHEBRBLHE - RMBETH
MR R FRD M

|

[ 61 orabove
61BR A £

Male B 1%

Lifestyle International has consistently complied with the relevant laws,
rules and regulations on compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare throughout the year.

A performance management system is used to objectively review staff
members’ performance level. Observations and evaluations of staff
members’ work behavior and accomplishments form the basis for decision
making within the reward system. These decisions include wage, salary,
and benefit determinations; promotion, demotion, transfer, or termination
actions; and coaching and counseling, training, or career development
options.

Lifestyle International has put in place appropriate policies and procedures
to prevent the occurrence of forced labour or child labour, and also ensure
that such cases do not happen through indirect involvement with our
suppliers or business partners, including consignment counters,
contractors, labour brokers or recruitment agencies. Throughout the
reporting year, we have no reporting of non-compliance cases in the
aforesaid areas.

A S

ﬂ%ml% FHREBTERYTN R - ﬂ:’
REF THEHE RY FEHE %
ﬂ: FRIBAR A e LAt 5 48 AR MO AR BDR 2 ﬁ

MBI -

EHERBIEDAREE R EIREKT - &
REFEE TITETE) RAH A ERNHE (EH R
RETEM - WEIKRPREETLE e kE
Bl BF R ABSRETE  REEMNH
o B EERIERE

MEERREEERREEFPEHEREH ST
HET  UWHRREFEATEEHMANHERSL
EBBH (BRTEEE ABE SHBLELA
RABERE) HE2EMEL - REEAREFE
o B E A SEARTA NS RERARE

litestyiYinternationai]Holaings{limite [N US [REPCE015




Environmental, Social and Governance Report (continued) B15 « 2 R &R E (&)

Anti-corruption

Lifestyle International regards fair play, honesty and integrity as our
important commercial assets in business. Our anti-corruption policy sets
out the basic standard of expected conduct of all staff members. Periodic
seminars are arranged for our staff to reinforce their knowledge of
recognizing and dealing with bribery and corruption. We have complied
with relevant standards, rules and regulations on bribery, extortion, fraud
and money laundering throughout the year. No whistleblowing case has
been reported during the reporting year.

Staff Training and Development

Lifestyle International regards human resources as a critical asset. Our
mission in talent development is closely intertwined with the goals and
objectives of the Group. Through the provision of innovative customer and
service-oriented training programs, staff members are equipped with the
necessary skill-sets to be able to stay competitive under the ever-evolving
retailing industry.

Staff received an average of around 5.5 training hours in 2019. Focusing
upon effective communication and building a high quality team,
workshops were tailor-made for staff members at different levels.
Programs organized during the year included:

o Professional Grooming & Skin Care Workshop
. Computer Skills Workshop
o Effective Coaching Skills Workshop

. Effective Presentation Skills Workshop
o Creative Team Building by LEGO® Serious Play Workshop
. Successful Team with Effective Supervisory Skills Workshop
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With emphasis upon personal development and growth, staff members are
encouraged to proactively pursue their own development. Through the
performance management system, staff members meet regularly their
immediate supervisors and managers to discuss their work performance,
personal objectives and potential training opportunities.
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Based on the performance review and regular discussions, staff members
are able to obtain feedback on their works and share their aspirations and
expectations with their superiors. Training plans are developed and
appropriate resources are allocated to help achieve both the staff
member’s personal as well as corporate development goals.

Health and Safety
Lifestyle International considers the health and safety of its’ staff,
customers, visitors and members of the public at large to be of the
greatest importance.

To provide a risk and hazard-free environment for all, we are committed to:

° Conduct regular inspections of all parts of the Group's premises

o Conduct fire drills for staff members to practice evacuation
procedures of department stores in the event of a fire or other
emergencies

° Obtain professional advice on best health and safety practices where
necessary

o Provide staff members with advisory service on health and safety
matters

o Provide information and training to enhance staff members’

awareness on health and safety issues
o Promote health & safety at work and gather staff members’ feedback
through the Health & Safety Committee

Every staff member may participate and share the responsibility to help
formulate and monitor the procedures and arrangements for workplace
health and safety. Through the Health & Safety Committee, which
comprises representatives from different functions within the Group, staff
members may share duties in:
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o Identifying, reporting and rectifying workplace hazards in relation to
health and safety and report such hazards promptly

o Assisting the investigation of any accident, injury or near accident to
minimize re-occurrence

o Adopting safe working methods and procedures

o Providing advices and suggestions for the improvement and

maintenance of health and safety standards

To promote health and safety in the workplace, we have organized
workshops and seminars on different topics, and a total of 430 hours of
health and safety training workshops were attended by our staff members
this year. Training workshops included:

. Crime prevention seminar

o Pain Relief Stretches & Exercises Workshop

o Health Talk by Registered Chinese Medicine Practitioner

o Breast Health Talk

o Mindfulness-Based Stress Reduction Seminar

o Health booth with medical consultation by Registered Chinese
Medicine Practitioners

Mental health is one of the most important elements of personal health. To
take care of the overall well-being of our staff members, consultative
services provided by a professional organization under the Employee
Assistance Program have been made available since June 2018.
Confidential consultative service is provided by qualified counsellors to
staff members through a 24-hour hotline or face-to-face appointments,
covering both work and non-work related issues.

Staff recreation activities such as cooking classes, hand-made natural
perfumed soap workshop and preserved flower in glass display case
workshop were organized for staff members to relax and socialize with
their peers.
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Social and Community Support

Lifestyle International is committed in actively connecting and interacting
with the community in a sustainable manner and fostering harmony
between the people and the environment. The Group focuses on
contributing our time and resources towards the following four main

aspects:

° Community support

° Environmental protection and sustainability
o Education and youth development

° Arts and Culture Promotion

In 2019, our volunteer services team has organized 5 activities, and a total
of 754 hours of charity works were completed. Our partnering charitable
organizations included:

° Hong Kong PHAB Association

. Suicide Prevention Service

o Ronald McDonald House Charities Hong Kong
o Po Leung Kuk

o The Hong Kong Breast Cancer Foundation

The volunteering and charitable activities included innovation workshop
with kids from low income families, gathering event for kids suffering from
sickness, sports day with disabled people, and a charity walk for the
promotion of breast cancer prevention.

In addition, we are dedicated towards cultivating the young generation and
supporting vocational education. Internship opportunities for both front-line
sales operations as well as back office supporting departments are offered
to students from secondary schools and universities in Hong Kong.

To promote health consciousness and caring for the community, the 5th
SOGO Charity Run event was held on 3 March 2019. The event was well
received and brought in 2,500 participants and a portion of the runners’
enrollment fee was donated to Suicide Prevention Services to raise public
awareness on suicide. Moreover, in support of environmental protection,
we partnered with WWF-Hong Kong to put up its 100% Solar Mobile Café
at the event venue to promote sustainable energy. Our finisher medals
were made with FSC certified wood and that water dispenser facilities were
made available onsite in replacing disposable water bottles.
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In 2019, a number of community activities and charity events were also
organized as follows:

J Outing with the elderly to visit the West Kowloon Station and Xiqu

Centre

o Forest bathing experience at Tai Po Kau Nature Reserve for our
customers

o Family orienteering outing for our customers and underprivileged
families

o Leave No Trace Hiking & Workshop

o Live in Pink campaign to raise funds for Hong Kong Breast Cancer

Foundation to help promote breast cancer prevention messages to
our customers and the public, in which health activities, workshop
and showing of educational video were organized

J “SOGO X Infinite Wrap®” Xmas edition to support a creative
invention of multiuse wrapping paper by a local graphic designer,
where customers could redeem it through a monetary donation to
Make-A-Wish Hong Kong

J Partnered up with Momonittu to host the charity soft toy competition
and Xmas charity sale for The Salvation Army
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Operating Practices

Supply Chain Management

We are committed to managing our supply chain in a socially and
environmentally responsible manner. We continue to enhance our working
procedures and strengthen collaboration with our business partners and
suppliers to mitigate and manage potential risks in our supply chain. In
addition, we have an established green procurement policy for general
office supplies.

Product Safety

Product safety is of utmost importance to our business and our Product
Safety Policy reinforces our commitment towards the sales of safe
merchandises, particularly under the Kids Fashion & Toys product category
which covers all baby and children products. Our product safety practices
are being executed vigorously to ensure that our merchandise selection is
in strict compliance with relevant laws and regulations.

We require all our suppliers to focus on the quality of their products, with
primary concern placed upon the health and safety of the end users of
their products. We maintain a manual which documents all the latest
requirements under relevant ordinances and regulations, including the
Toys and Children’s Products Safety Ordinance; Toys and Children’s
Product Safety Regulation; Consumer Goods Safety Ordinance &
Regulations; The Trade Mark Ordinance; The Copyright Ordinance; The
Trade Descriptions Ordinance; and the Prevention of Copyright Piracy
Ordinance.

Lifestyle International will:

o Comply fully with the Toys and Children’s Products Safety Ordinance
and the Consumer Goods Safety Regulation, as these are the basic
standards and fundamental to us

o Conduct regular examinations on our suppliers and business
partners to ensure that products they supply are in strict compliance
with the safety standards

o Act in accordance with the Trade Mark Ordinance and perform
continuous inspections as set out in the standards
o Keep abreast of latest changes of standards, evaluate their impacts

and develop up-to-date policies to maintain continuous safety
control on our merchandise

o Enhance the standards on product safety by adopting the best
practices

o Provide regular training to staff to keep their awareness on product
safety concerns at all times

Food Safety

We attach great importance to food products offered to our customers at
our stores and we make every effort, from sourcing ingredients, products
selection to food quality control, to provide assurance on the quality and
safety of our food products.
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Multiple control measures are in place to ensure that the sources of
products are meeting the highest quality and safety standards. All
suppliers must go through stringent selection processes, under which their
track records as well as their commitment in offering socially and
environmentally sustainable products are taken into consideration.

Our policies and procedures require regular site visits being made to the
suppliers’ production facilities and that selected products must comply with
all regulatory requirements and are accompanied by qualified certificates.

Customer Services

Our mission is to satisfy the needs of our customers and to provide them
with a world-class shopping experience. We respect, listen and take into
serious consideration all the views and feedback from our customers. We
actively work to improve our dialogue (via comment notes, emails, social
media and phone calls) with our customers to better understand their
needs and expectations.

Maintaining high-quality customer services is part of our core business
philosophy. Our customer services are extended to the after-sales journey
which we believe is even more important in our endeavour to cultivating a
lifetime relationship with each customer.

In order to engage and better understand expectations and needs of
members of our SOGO Rewards program, an online survey was conducted
in November 2019 and over 700 members responded. The satisfaction
level on staff, service and product quality was 3.8/5 and 3.9/5 and 4.5/5
respectively. The findings from the survey helped on ways to devising and
continuously enhancing our services to customers.

As part of our overall store service proposition, customer services play an
important and direct role in the in-store shopping experiences of our
customers. Our customer services team acts as an effective communication
channel between our stores and the customers we serve, which in turn
contributes towards the building of long-term customer loyalty. We strive
to provide swift, sincere and helpful response to any queries or issues
raised by our customers, in order to fully meet and exceed their
expectations.

Advertising and Marketing

Following the launch of our SOGO Rewards membership program in July
2016, our CRM program has become a major communication channel with
our customers. By shifting our marketing budgets to digital means, the
quantity of printed direct mailers in 2019 has decreased by 10% in
comparison to 2018. In addition, installation of LED display panels within
our stores also helped to provide promotional information to our
customers in an environmentally friendly way. While we continued to
distribute printed leaflets for our weekly newsletters and Thankful Week
events, FSC paper from responsible suppliers are being used and that the
quantity being printed and distributed are being monitored very closely
and adjustments are made from time to time.
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In terms of promoting arts and culture, we worked with local and overseas
artists and galleries during the year and organized the following programs
to the public:

— Artificial landscape: showcasing the digital works of young artists on
our CVISION

—  Essence — Japan and Hong Kong Ceramics Exhibition: featuring
ceramics works by 28 Hong Kong and Japanese artists

—  Yayoi Kusama and Contemporary Art Exhibition Sale: featuring over
250 spectacular art pieces by Japanese contemporary artists

Consumer Data Management

With the aim of enhancing our customers’ shopping experience and
increasing their engagement with our SOGO stores via events and
promotions, Lifestyle International has leveraged upon consumers’
personal information, to the extent allowed by the relevant privacy laws, for
our various direct marketing (including cross-marketing) purposes. We
respect the privacy and inviolability of the rights of our customers and we
do not reveal or use customer information for any other purpose.
Customers have the right to request us to update their personal
information or delete their data from our records.

Lifestyle International takes it seriously regarding personal data protection
and strives to ensure that adequate resources are deployed to protect
customers’ personal data against any unauthorized use, access,
modification or disclosure. Compliance procedures are in place to ensure
strict adherence to applicable laws, rules and regulations, including but not
limited to the Personal Data (Privacy) Ordinance.

We place utmost importance in protecting privacy of our customers
throughout the cycle of collection, processing and usage of their personal
data. We strive to ensure that customers’ personal data is always securely
processed and stored and only for the purposes for which it has been
collected. During the reporting year, no complaint was received concerning
possible breach of customer privacy laws and loss of customer data.
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Environmental, Social and Governance Reporting Guide of The Stock

Exchange of Hong Kong Limited

A1.

Emissions

E235 €7

Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and non-
hazardous waste.

EHBERKAEREHER  RKRIHAOEES BERESE
BERYNELSH : QBK  RO)ETHETABEATE
HARREERR B E RS -

KPI'A1.1 The types of emissions and respective emissions data.

MR ERUERAI S B AR B B EUE -

KPI A1.2 Greenhouse gas emissions in total and intensity.

BREBEFAM 2EERBEBINENRTE -

KPI A1.3 Total hazardous waste produced and intensity.
BREBIERAIMELAEEENREREE -

KPI A1.4 Total non-hazardous waste produced and intensity.

BHREVIERAMAMELEZEENRERTE -

KPI'A1.5 Description of measures to mitigate emissions and

results achieved.

RS AR RUE IR AL SH LR R BE 8 15 b S FTISACR -

KPI A1.6 Description of how hazardous and non-hazardous
wastes are handled, reduction initiatives and results achieved.
BREBIEFALGLEEEEREZEEYNE  RE
EESNEE LSRR

EETRAR SO—afaea

EEBARSARATNES AR RERT

EEE

Reference

2%

Environment — Environment Policy, Energy Efficiency
and Water Conservation, Energy and Water
Consumption, Sustainable Construction, Waste

Management and Recycling

RIE—REBK - e ERERRAK - gERHE
FERFKE  AIRERE  BEYEREREK

Environment — Energy and Water Consumption
RIE —RERBERNAKE

Environment — Energy and Water Consumption
R — RERERRAKE

Considered to be not material

BR/TEKX

Considered to be not material

R/ TEKR

Environment — Energy Efficiency and Water
Conservation, Energy and Water Consumption,
Sustainable Construction, Waste Management and
Recycling

RIE — R R E R AK - BEIROBRE K K
B UREEE BEYEEREK

Environment — Waste Management and Recycling

R — EWEE kA

ia

&
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A2.

A3.

Use of Resources gj ’_/

BEREMA =

Policies on the efficient use of resources, including energy,
water and other raw materials.

BRERER (BIFEIR - K REAMRMED B

KPI A2.1 Direct and/or indirect energy consumption by type
and intensity.

BRERIEFA2VRER S SN ER R SHEEREES
REE -

KPI A2.2 Water consumption in total and intensity.
BREVIERA22BFERKERTE

KPI A2.3 Description of energy use efficiency initiatives and
results achieved.

RSB U R A2 3t 8L R 8 A s At Bl R AT 1S AR -

KPI A2.4 Description of whether there is any issue in sourcing
water that is fit for purpose, water efficiency initiatives and
results achieved.

RS AR U IR A2 A% SKEGE /KR _E AT B (AT RE - AR
I RK Azt B RS R

KPI A2.5 Total packaging material used for finished products.
R EBUERA2S RN m T A BRI EE

The Environment and Natural Resources

BRERRARER

Policies on minimising the issuer’s significant impact on the

environment and natural resources.

BIEET AHRRERRAERERNERZENBOR -

KPI A3.1 Description of the significant impacts of activities on

the environment and natural resources and the actions taken

to manage them.
BREMIERA A E SR HRBELRAABERNERF
BRERREEFHEZENTE -

7 3

L

Environment — Environment Policy

Environment — Energy and Water Consumption

RIE — LB AKE
Environment — Energy and Water Consumption

R — BERHFE R AKE

Environment — Energy Efficiency and Water

Conservation
IRIE — BE R R ETAI A K

Environment — Energy and Water Consumption

RE — R AKE

Considered to be not material

WR/STEKR

Environment — Environment Policy

B — BREE

Environment — Energy Efficiency and Water

Conservation, Waste Management and Recycling

R — RRMENEKHAK - ERER REK
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T

Employment and Labour Practices EfE & % T E#

B1.

B2.

B3.

B4.

Employment
&%

Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.
ERATM R RE  BEREA - TIERE - RE - TSRS
Zitlt - RIBBARE M B RENE : @BUX « K(b)ESF
HETABEAZENHEBEERROINER

KPI B1.1 Total workforce by gender, employment type, age
group and geographical region.

BRAMIEEBI VRN - BERDL - FicAR Mt E S
EVE B4R -

Health and Safety
BEEZR

Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and
protecting employees from occupational hazards.
FAREZETIEFRERREBESBERELEEEN @I
K RO)ETFTHETABERZENBREERAOINER -

Development and Training

R RIE

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
BRRTHE S BT TIEBE A B R BEMBCR - et i o)l
EE °

Labour Standards

BIERA

Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to preventing child and forced labour.
BELEETRBHSTH : @BE  Ro)ETHETAR
BEAZENEBEERROINER

VEEREETRAR SS—=ni%H0

Ra 2

Reference

2%

= Employees — Staff and Workplace

B8 — B TMI{ESFT

= Employees — Staff and Workplace

BB — B IMI{EBFAT

= Employees — Health and Safety

BE —fmETE

= Employees — Staff Training and Development
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= Employees — Staff and Workplace
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Operating Practices & & 18/l

S8

B5. Supply Chain Management
e EE

= Policies on managing environmental and social risks of the
supply chain.
BB EERIRIE Rt B R R BUR -

B6. Product Responsibility
EmEE

— Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to health and safety, advertising, labelling and
privacy matters relating to products and services provided and
methods of redress.
BREMRMERNRBOERERZE  BS  SHELEE
BHIARMRITEDN : @QEE  ROETHETABEATLE
EARRE R KR BIH B RS -

= KPI B6.5 Description of consumer data protection and privacy
policies, how they are implemented and monitored.
BAS B BUE TR B6.5 H UH B & B RMRIE RALB IR - A KAE
BATT R BB 305 ©

B7. Anti-corruption
RES

= Information on (a) the policies; and (b) compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to bribery, extortion, fraud and money
laundering.
BRAY; ERRRR - 1R - BFFROARER : (a)BUK ¢ R(b)EST
HBETABEAZENHEBEERROINEL

Community £ E

B8. Community Investment

Policies on community engagement to understand the needs
of the communities where the issuer operates and to ensure its
activities take into consideration the communities’ interests.
BN E2ER T BEEELRTEMERELXLES
BE B RN EABOR

KPI B8.1 Focus areas of contribution.
AR B IEIZB8N T AR EAE -

KPI B8.2 Resources contributed.
FREIEIZEBS 2FT B E R ©

ia

Operating Practices — Supply Chain Management

BEBH —fEEEE

Operating Practices — Product Safety, Food Safety

LEEN —ERLXE RmEXE

Operating Practices — Consumer Data Management

BEEDN —HEEREEE

Employees — Anti-corruption

Social and Community Support

i Rt R

Social and Community Support

HgRitExE

Social and Community Support
g Rt E
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Corporate Governance Report
TERERBE

Corporate Governance Principles

The board of directors ("Board”) and management of the Company are
committed to maintaining good corporate governance practices
appropriate to the businesses of the Group. The Company has adopted
the code provisions in the Corporate Governance Code (“CG Code”) as
set out in Appendix 14 to the Rules Governing the Listing of Securities
(“Listing Rules”) on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) as its guidelines and focus on a quality Board, sound internal
controls, and transparency and accountability to all stakeholders.

Corporate Governance Code Compliance
The Company has complied with the code provisions of the CG Code for
the year ended 31 December 2019.

The Board

(1) Board Composition
As at the date of this report, the Board consists of a total of nine
directors, including two executive directors, three non-executive
directors and four independent non-executive directors. More than
one-third of the Board is represented by independent non-
executive directors with one of whom being a certified public
accountant. The Board believes that the number of executive and
non-executive directors is reasonable and adequate to provide
sufficient checks and balances that would safeguard the interests of
the shareholders and the Company. The directors possess
professional qualification and knowledge and industry experience
and expertise, which enable them to make valuable and diversified
advice and guidance to the Group’s business activities and
development.

Details of the composition of the Board are set out in the
"Corporate Information” in this annual report. During the year and
up to the date of this report, there was no change in the
composition of the Board. The directors’ biographical details and
the relationships among them are set out in the "Profile of
Directors” in this annual report.

The independence of the independent non-executive directors is
assessed according to the relevant rules and requirements under the
Listing Rules. The Company has received written annual
confirmation of independence from each of the independent non-
executive directors and the Company is of the view that all
independent non-executive directors meet the independence
guidelines as set out in Rule 3.13 of the Listing Rules and are
independent.
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(2)

(3)

(4)

Board Diversity Policy

The Company adopted a Board diversity policy in accordance with
the requirements set out in the code provisions of the CG Code.
The Company recognizes the benefits of having a diverse Board,
and sees diversity at the Board level is essential in achieving a
sustainable and balanced development. In designing the Board's
composition, Board diversity has been considered from a number of
aspects, including but not limited to gender, age, educational
background, ethnicity, professional experience, skills, knowledge,
industry experience and expertise. All Board appointments are
based on meritocracy and considered against a variety of criteria,
having due regard for the benefits of diversity on the Board.

Chairman and Executive Directors

The Chairman of the Board is responsible for setting overall
strategic plan and development of the Group whereas the executive
directors are responsible, in addition to assisting in setting the
Group's strategic plan, for implementing the Board’s decisions,
monitoring and supervising the Group’s overall performance,
ensuring adequate capital and managerial resources are available to
implement the business strategies being adopted from time to time,
setting out and monitoring targets, plans and direction for
management, reporting to the Board on the Group's performance
and proposing business plans and strategies for further evaluation
and assessment by the Board.

There is a clear segregation of duties and responsibilities between
the Chairman and the executive directors.

Responsibilities

The Board is charged with promoting the success of the Company
by directing and supervising its affairs in a responsible and effective
manner. The Board steers and oversees the management of the
Company including, establishing the strategic direction and setting
long-term objectives for the Company, monitoring the performance
of management, protecting and maximizing the interests of the
Company and its shareholders, and reviewing, considering and
approving and the subsequent reviewing and monitoring of the
annual budget against actual performances and results. The Board
has delegated management, under the leadership of the executive
directors, with authorities and responsibilities for the day-to-day
operations and administration of the Group.

Each director has a duty to act in good faith in the best interests of
the Company. The directors are aware of their collective and
individual responsibilities to the Company and the shareholders in
respect of the manner in which the affairs of the Company are being
controlled and managed.

(2)

(3)

(4)
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(5)

HRERKEARRLE —E-FFH

Directors are requested to make declaration of their direct or
indirect interests, if any, in any proposals or transactions to be
considered by the Board. If a director has a potential conflict of
interest in a matter to be considered by the Board which the Board
has determined to be material, the matter will be dealt with in
accordance with applicable rules and regulations and, if
appropriate, an independent board committee will be set up to deal
with the matter.

All directors have full access to and are provided with adequate,
reliable and timely information about the operations and latest
development of the Group to enable them to discharge their
responsibilities and make timely decision. Updates have also been
provided to all members of the Board on a regular basis to enable
them to discharge their duties. Operational and financial
information and analysis of the Group can be accessed directly
through briefing and reporting by the executive directors and
management during Board meetings. Through the company
secretary, independent professional advice, on the account of the
Company, could be sought should such advice be considered
necessary by any director for carrying out his/her duties properly.

Appointment and Re-election of Directors

After recommendation from the nomination committee,
appointment of new director(s), if any, is vested with the Board.
Under the Company’s articles of association, the Board may from
time to time appoint a director either to fill a casual vacancy or as an
addition to the Board. Any such new director shall hold office until
the first general meeting of the Company (in the case of filling a
casual vacancy) or until the next following annual general meeting of
the Company (in the case of an addition to the Board) after his/ her
appointment and shall then be eligible for re-election at the same
general meeting.

All non-executive directors (including independent non-executive
directors) are appointed for a specific term of one year or three
years and all directors (including non-executive directors) are subject
to retirement by rotation at least once every three years and are
subject to re-election in accordance with the Company’s articles of
association.

(5)
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(6)

(7)

Meetings

The Board held four meetings during the year to review and
approve, among other matters, the Group's interim and final results
announcements and financial statements, continuing connected
transaction, and to review quarterly operating performance of the
Group.

Board members attended the Company’s Board meetings either in
person or through telephone conferencing means in accordance
with the provisions of the Company’s articles of association. The
attendance record of each director at the Board meetings and
annual general meeting held during the year is set out below:

(6)

28

EZeRNFASERNREE  UEHR
#E (A B REBE I FOREIRE
NERMBHRE  BEBERS  KEMH
AEBHFELERRA -

REARREBERZMNEGRE  EF
EREFRGFAEFGH T A2 ERR
AEFEER SEFRNFALFESS
SRMERBFRG ZEHEHINMT

Number of meetings attended/held

HiE BITEERE
Board Annual General

Meetings Meeting
Directors B=E EEZEEE BRBFXRE
Executive Directors HTES
Mr. Lau Kam Sen 5 REE 4/4 11
Ms. Lau Kam Shim 25 9=/ A 4/4 1/1
Non-executive Directors EEITES
Mr. Lau Luen Hung, Thomas 2Bt 4/4 11
Mr. Doo Wai Hoi, William HEISEE 4/4 0/1
Ms. Lau Yuk Wai, Amy BEBrt 4/4 0/1
Independent Non-executive Directors BAKHTES
Mr. Lam Siu Lun, Simon IR ST A 4/4 vl
The Hon. Shek Lai Him, Abraham VARt &3] 4/4 11
Mr. Hui Chiu Chung FFERAR ST 4/4 1/1
Mr. Ip Yuk Keung BEEogTE 4/4 1/1

Practices and Conduct of Board and Board Committee
Meetings

The company secretary is responsible for ensuring the proper
convening and conducting of the Board and Board committee
meetings, with the relevant notices, agenda and Board and Board
committee papers being provided to the directors and relevant
Board committee members in a timely manner before the meetings.

The company secretary is responsible for keeping minutes of all
Board and Board committee meetings. Board and Board committee
minutes are available for inspection by the directors and Board
committee members.

7)
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(8) Directors’ Induction and Continuous Professional

Development

(8) ESHERFEEXRRE

Induction package covering the Group's businesses and the BENEEZESE (R SEGEERR
statutory and regulatory obligations of a director of a listed REEEBR EMARESEEERES
company will be provided to each newly appointed director, if any. REFEENREER - RAFRFEH M
The Company continuously updates the directors on the Group's EERMHBMAANEBEERLR - AR
businesses and the latest developments regarding the Listing Rules REMBRAEERENRNER -

and other applicable regulatory requirements.

During the year, the directors participated the following training:

FA-BHFELENUTHEI

Types of Training

Directors B o Eckic)
Executive Directors HITES
Mr. Lau Kam Sen B5ERE A, C
Ms. Lau Kam Shim B =N E| A, C
Non-executive Directors FHTES
Mr. Lau Luen Hung, Thomas BBB St A, C
Mr. Doo Wai Hoi, William MHEEELE A, C
Ms. Lau Yuk Wai, Amy B EEEL+ A, C
Independent Non-executive Directors BYFHTES
Mr. Lam Siu Lun, Simon MRIK B 5 A& A B, C
The Hon. Shek Lai Him, Abraham Va¥t &4 A, B, C
Mr. Hui Chiu Chung FrER AR A A, B, C
Mr. Ip Yuk Keung TR E A, B, C
A — reading materials provided by the Company relating to A — BEBRARAREEEARATE
the Company's businesses and regular updates on the BUALGHEERBRETH L
Listing Rules and other applicable regulatory TR AR B EAEE RENE
requirements relevant to director’'s duties and AT A R}

responsibilities

B — attending briefings/seminars/conferences/forums B — ﬁﬁﬁ?ﬁ%%ﬁ%&f&%ﬁ%i&
relevant to director’s duties and responsibilities g/ e g%
C — reading newspapers and journals relating to corporate C — HMEEMEEEARFE RER

governance matters, environment and social issues or
director’s duties and responsibilities

HRERKEARRLE —E-FFH
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Directors’ Securities Transactions

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 to the Listing Rules (“Model Code"). After
specific enquiries by the Company, all directors confirmed that they have
complied with the required standard set out in the Model Code and the
Company’s own code during the year ended 31 December 2019.

Directors’ Responsibility for Financial Statements

The directors acknowledged their responsibility for overseeing the
preparation of the financial statements of the Group for the year ended
31 December 2019. The directors have ensured that the financial
statements of the Group are prepared so as to give a true and fair view of
the Group's state of affairs, the results and cash flow for the year, and on a
going concern basis in accordance with the statutory requirements and
applicable accounting and financial reporting standards.

The directors also ensure timely publication of the Group’s financial
statements and aim to present a clear, balanced and understandable
assessment of the Group's performance and position through all its
publications and communications to the public. They are also aware of the
requirements under the applicable rules and regulations about timely
disclosure of inside information.

The report from the auditor of the Company regarding their
responsibilities and opinion on the financial statements of the Group for
the year ended 31 December 2019 is set out in the “Independent Auditor’s
Report” in this annual report. The Board has taken steps to ensure the
continued objectivity and independence of the external auditor. For the
year ended 31 December 2019, the remunerations paid/ payable to the
external auditor of the Company were approximately HK$1.7 million and
approximately HK$0.9 million in respect of audit and non-audit services
provided to the Group respectively. Details of significant non-audit
services and the fees incurred are as follows:

Review of interim financial information

for the six months ended 30 June 2019 HK$0.5 million

Services provided relating to issuance of bonds HK$0.4 million
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Board Committees

As at the date of this report, the audit committee, the remuneration
committee and nomination committee are in operation and they have
been established with specific terms of references to assist the Board in
discharging its responsibilities.

ESERETWERS
BEAREAM BHEAY FHEEGRIE
ZZBGIEEE - BRSNS EOBEBERR
S LB ERRETEARE -

(1) Audit Committee (1) BHZEES

The audit committee comprises four members, namely, Mr. Lam Siu EBZEZBEmUAMKEBAMN - BIMIKEE %

Lun, Simon, The Hon. Shek Lai Him, Abraham, Mr. Hui Chiu Chung FRESHEE  TRIPAENESFEL

and Mr. Ip Yuk Keung, all are independent non-executive directors. o RBKEHRBEUFNTES - BFX

The audit committee is chaired by Mr. Lam Siu Lun, Simon, who is a ZEERMKBEERIER  RANE

certified public accountant. The audit committee is provided with GEA c BREESERETHMERNUE

sufficient resources to discharge its responsibilities. THBRE -

The terms of reference of the audit committee setting out the REETANTURIEIECEZEES

committee’s authorities and duties, which follow closely the BESEFIIEEGZENIBEDEH

guidelines of the code provisions of the CG Code, are available on AR B -

the Company'’s website.

The principal duties of the audit committee are as follows: EREEGFERBNT

(i) to review the services and appointment of the Company’s (i) FH AR B INEIZBEN 2 RIS R E
external auditor, the nature and scope of auditing, and the REARZE M E &S AR %
related audit fees; HER

(i) to review the Company's financial statements and reports, the (i) BHARFZHMBHRERRE &
changes in accounting policies and practices, and the FTECREER 2 EE) - REDREST
compliance with applicable accounting standards, the Listing AR EmAR B ROADIAR
Rules and legal requirements; JE

(i) to oversee the Group's financial reporting system, risk (i) ERAEBZHEERHE - Rk
management and internal control systems; and EERANIBEEFERGSHRE &

(iv)  to review and monitor the corporate governance functions as (iv) B REZECETAEIZEES
set out in the CG Code. B EVELEE

The audit committee held four meetings during the year. The FRN BRZESUETORERE -BF

attendance record of each committee member is set out below: BEEHEgE s CHEHIINT

Number of meetings attended/held

Audit committee members EREEEHE HE T BITEBERH

Mr. Lam Siu Lun, Simon (Chairman) MK (/%) 4/4

The Hon. Shek Lai Him, Abraham Vaki b & 4/4

Mr. Hui Chiu Chung TR 4/4

Mr. Ip Yuk Keung EGosiE 4/4

In the meetings, the audit committee (i) reviewed with external EZZEEN S L()EIMNEZEAMEMA

auditor the Group's interim and annual financial statements and EEFHARFEMNBRAIRERRER

reports before they were submitted to the Board for consideration EEAHEERAE (i) EINE % B ED

and approval; (i) reviewed with the external auditor the accounting FEHASBEFTEA 2 25 RBEEG G

principles and practices adopted by the Group; (iii) reviewed the FERREERNBEEE 2B R

effectiveness of the risk management and internal control systems; (VEMAEEZ PEERBE LVvEE

(iv) reviewed the corporate governance functions of the Group; and ER BTN INEZ SR

(v) made recommendation to the Board on the appointment of new

external auditor.
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(2)

(3)

Remuneration Committee (2 FMZEE=Z

Members of the remuneration committee comprise three FNZEENER=-RBILIIENTESMN

independent non-executive directors, namely, Mr. Lam Siu Lun, KBkt (KRRHFMEEGZERF) - A

Simon who is the chairman of the remuneration committee, The HEENHRDPEEUE —ZIERTTES

Hon. Shek Lai Him, Abraham and Mr. Hui Chiu Chung and one non- BIBIBIEMEK - HFTNEZEGERHRZH

executive director, namely, Mr. Lau Luen Hung, Thomas. The BRANBITHERE -

remuneration committee is provided with sufficient resources to

discharge its responsibilities.

The terms of reference of the remuneration committee setting out BEETANSTRAGEXEIECHMEES

the committee’s authorities and duties, which follow closely the BEGEFINEZEGCENRBEDES

guidelines of the code provisions of the CG Code, are available on AR B4 o

the Company’s website.

The principal duties of the remuneration committee are to provide FHEER s T2RERM TNISERE

advices and recommendations to the Board on (i) the remuneration EeREEZLEE  ((EELaRER

packages of the directors and senior management; (i) any specific [& 2 ZrEfarid - ()M R E IS (K2

remuneration packages with reference to market conditions, EZWmHER  AEBRBEARRLZZESE

performance of the Group and the individuals with reference to the EF2 L HHECBERERBR) » Rl ©

goals and targets as set by the Board from time to time; and (iii) if ERMEEAE AT EEBRIETEH ZER

necessary, any compensation arrangement for termination of office BEERH-

of directors or senior management.

The remuneration committee held one meeting during the year. The FR FHEESERT - REH 8%

attendance record of each committee member is set out below: BelBhFEez 2 cEHsImT
Number of meetings attended/held

Remuneration committee members FHEESHE HIE BITERRE

Mr. Lau Luen Hung, Thomas BlBs et 11

Mr. Lam Siu Lun, Simon (Chairman) IR T A (EFE) 1/1

The Hon. Shek Lai Him, Abraham AEHEE 1/

Mr. Hui Chiu Chung BRI & 11

In the meeting, the remuneration committee reviewed and FMZEgre FENNEBERSIE

recommended for the Board's approval (i) the discretionary bonus WBITESR - \FEZBWIBEA

for the executive directors for the year 2018; and (ii) the P —E—NEFEZEEHWNFE -

remuneration packages of the directors for the year 2019.

Nomination Committee (3) REZEE

Members of the nomination committee comprise three independent
non-executive directors, namely, Mr. Lam Siu Lun, Simon who is the
chairman of the nomination committee, The Hon. Shek Lai Him,
Abraham and Mr. Hui Chiu Chung and one non-executive director,
namely, Mr. Lau Luen Hung, Thomas. The nomination committee is
provided with sufficient resources to discharge its responsibilities.

The terms of reference of the nomination committee setting out the
committee’s authorities and duties, which follow closely the
guidelines of the code provisions of the CG Code, are available on
the Company'’s website.

RAZEGNEBH=—RBILIFRTESEMN
KBEE (RRREZEGZER) - A8
B NARPEEAR —BIRITES
BIERELEEK - REZBGRRERTHR
BIRABITERE -

BEETRNTARETEZREEZES®
BREGSEFINZBEECRIRBECDEH

AR R -
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The principal duties of the nomination committee are as follows:

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

(i) to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of individuals nominated for directorships;
and

(i) to make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for
directors, in particular the chairman and the chief executive.

The above principal duties are regarded as the key nomination
criteria and principles for the nomination of directors of the
Company, which also form part of the nomination policy of the
Company. In selecting and recommending candidates for
directorship to the Board, the nomination committee would
consider various aspects such as candidate’s qualification, time
commitment to Company and contributions that will bring to the
Board as well as factors concerning board diversity as set out in the
Company's Board diversity policy, before making recommendation
to the Board on the appointment of directors.

The nomination committee is also responsible for assessing the
independence of the independent non-executive directors.

The nomination committee held one meeting during the year. The
attendance record of each committee member is set out below:

REZEGZIERBEWT

) ZEIEFRTEFTENRE KB
ABEAEA (BFEREE - ME &S
FE)  YREARESARRNA
AREMBEHESTSELNERE
Bz

(i) YEARFEABEARAIETERSNX
BMAL YHESERLEES
MARRAEFSRAFAAE &

(i) WMEFEEHEHEZTUARES (L
HRIFERITRAE) BEITENE
MEERAEFSRLES -

FRTFEBERRERARREENIE
RAENRRA - TRESERARRIRES
BERHO—FD  NEBRRAEF SRR
FREAR G REZBEEZHEFLE
B HIIREANEE - RATARBH R
BEEREFEHRNER - ULRERA
RRAIEEFEXNELTTIEBED  FRES
ERBEZTIEZER  HEH G EamE
SEHREFSFHER -

REZESNBEMEBIULIFNTEEN
Bt -

FRREEARGRIT-AGE - SE
BRAE R E 2 EERImT

Number of meetings attended/held

Nomination committee members REZEERE HE BITEERE
Mr. Lau Luen Hung, Thomas 2Bt 11
Mr. Lam Siu Lun, Simon (Chairman) IR B A (£ FE) 11

The Hon. Shek Lai Him, Abraham Vaki &=
Mr. Hui Chiu Chung SRR A

In the meeting, the nomination committee (i) reviewed the existing
structure, size and composition of the Board; (ii) reviewed the
independence of independent non-executive directors; and (iii)
made recommendations to the Board on the proposed re-election
of the retiring directors at the forthcoming annual general meeting.

1/
1/

REZEERELORIRKEZTSR
B KB ABEASR  (VEMBILIERTT
BEZHEYM  RMEESREBENEE
BOZBRRBAFAG L BEBREEFZE
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Risk Management and Internal Controls

The Board has overall responsibility for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the Group's
strategic objectives, and maintaining sound and effective risk management
and internal control systems. As such, the Board not only sets and
communicates the Group's strategies and objectives but also oversees the
Group's risk management and internal controls systems on an ongoing
basis, and to ensure that a review of the effectiveness of the Group's risk
management and internal controls systems has been conducted at least
annually.

The audit committee plays a vital role in overseeing the risk management
and internal controls systems on behalf of the Board. The audit committee
reviews, on at least an annual basis, the Group's risk management and
internal controls systems to ensure that management has fulfilled its duties
in establishing and maintaining an effective risk management and internal
controls systems. It also assesses the extent and frequency of the
communication of the monitoring results to the Board, as well as
considering the results of any investigation into the Group's risk
management practices and internal controls and management’s responses
to the findings of such investigations. The audit committee performs
annual review for the adequacy of budget and resources, staff qualification
and experience, and the quality of training program of the Group's internal
audit, accounting and financial reporting functions.

The Group's system of internal controls which includes a defined
management structure with limit of authority is designed to help the
achievement of business objectives, safeguard assets against unauthorized
use or disposition, ensure the maintenance of proper accounting records
for the provision of reliable financial information for internal use or for
external publication, and ensure compliance with relevant legislation and
regulations. The system is designed to provide reasonable, but not
absolute, assurance against material misstatement or loss and to manage
rather than eliminate risks of failure in the operational systems for the
achievement of the Group's objectives.

The Group also regulates the handling and dissemination of inside
information and procedures are in place for the handling of confidential
commercial information to ensure that inside information remains
confidential until the disclosure of such information is approved, and its
dissemination effectively made.

Bk EE R AR
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The main features of the Group's risk management and internal controls
systems are illustrated below:
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The Group has established an organizational structure with defined levels
of responsibility and reporting procedures. Monthly management
accounts are available for review of the senior management and the Board
(in a concise format of a Monthly Report) for monitoring the Group's
financial and operating results. The management, supported by the
operation units and the internal audit team, are responsible for
formulating, implementing and monitoring sound risk management and
internal control systems, and reporting to the Board and the audit
committee on the result of risk assessment, as well as the assessment on
the effectiveness of risk management and internal control systems.

The internal audit provides an independent appraisal on the adequacy and
effectiveness of the Group's risk management and internal control
systems. The yearly internal audit plan is derived based on the assessed
risk of the Group's major operations and business and, taking into account
also result of internal audit activities conducted in the preceding period,
are reported to the audit committee for approval. In addition to its
scheduled internal audit works, the internal audit team may be requested
to conduct other review or investigative work. The results of internal audit
reviews and agreed management action plans in response to
recommendations of the internal audit are reported to the executive
directors and audit committee periodically. The internal audit also follows
up with management regarding the implementation of the agreed action
plans to ensure that operation procedures and internal controls are
continuously enhanced.
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In addition to the assessment and review of risk management and internal
controls undertaken internally, the half-yearly review and annual audit
conducted by our external auditors, aim to provide assurance that the
Group's financial statements are prepared in accordance with generally
accepted accounting principles, the Group’s accounting policies and
applicable laws, rules and regulations, will also provide to certain extent
independent checks on the Group's internal controls system.

For the year ended 31 December 2019, management has conducted
regular reviews during the year on the effectiveness of the risk
management and internal control systems covering all material aspects
related to financial, operational and compliance controls, various functions
for risk management and security of physical assets and information
systems. The audit committee had been reported during the audit
committee meetings of key findings identified by internal auditors and
external auditors and discussed findings and actions or measures taken in
addressing those findings relating to the Group's risk management and
internal controls. No material issues on the risk management and internal
controls system have been identified during the year ended 31 December
2019 and no significant areas of concern which might require rectification
works or affect our stakeholders, including our shareholders. The Board
and its audit committee considered the risk management and internal
control system to be effective and adequate, including the adequacy of
resources, staff qualifications and experience, training and budget of its
accounting, internal audit and financial reporting functions.

Commitment to Transparency

The Board emphasizes in creating and maintaining a high level of
transparency through timely disclosure of relevant information on the
Group's business and activities to the shareholders, investors, media and
investing public, through regular press releases, analysis’s briefings, press
conferences, as well as timely updating of the Company’s website. Our
executive directors and management, who look after the business
operation, are committed to respond to enquiries from regulators,
shareholders and business partners.
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Investors’ Relations and Communication with
Shareholders

The Company regards high quality reporting as an essential element in
building successful relationships with its shareholders. The Company
always seeks to provide relevant information to existing and potential
investors, not only to comply with the different regulatory requirements in
force but also to enhance transparency and communications with the
shareholders and the investing public. This is part of a continuous
communication program that encompasses meetings and relevant
announcements to the market in addition to periodic written reports in the
form of preliminary results announcement and the publication of interim
and annual reports. The annual general meeting of the Company also
provides an opportunity for communication between the Board and the
shareholders.

In addition, the Company also maintains a corporate website on which
comprehensive information about the Group is made available on a timely
basis. Regular meetings are also held with institutional investors and
research analysts to provide them with timely updates on the Group's
latest business developments which are not inside information (as defined
under the Listing Rules) in nature. These activities will keep the public
informed of the Group's activities and foster effective communications.

The Group also participated in investment conferences and forums during
the year in order to enhance the awareness of the investing public of the
Group's business operations and development strategies.

The Company is committed to ensuring that it is fully complied with
disclosure obligations stipulated in the Listing Rules and other applicable
laws and regulations, and that all shareholders and potential investors have
an equal opportunity to receive and obtain externally available information
released by the Group.

Dividend Policy

With a view to providing stable financial return to shareholders, it is the
Company'’s intention to maintain a pay-out ratio of not less than 35% as its
dividend policy through the distribution of interim and final dividend each
year.

The exact payout ratio and amount of dividend each year however will be
subject to the discretion of the Board and will depend on a number of
factors including the Group's operating results and financial performance
each year and its expected future earnings and cash flows; availability of
the Company'’s cash and distributable reserves; investment and working
capital requirement; and general and financial market conditions.
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Shareholders’ Rights

Pursuant to Article 58 of the articles of association of the Company, any
one or more shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the company secretary of
the Company, to require an extraordinary general meeting to be called by
the Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two (2) months after the deposit of
such requisition. If within twenty-one (21) days of such deposit the Board
fails to proceed to convene such meeting the shareholder(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the shareholder(s) as a result of the failure of the Board shall be
reimbursed to the shareholder(s) by the Company.

The above written requisition shall be addressed to the Company’s head
office at 20th Floor, East Point Centre, 555 Hennessy Road, Causeway Bay,
Hong Kong.

The procedures regarding proposing a person for election as a director are
set out under the “Corporate Governance” on the homepage of the
Company's website.

Shareholders may at any time send their enquiries to the Board in writing
through the company secretary whose contact details are as follows:

Company Secretary

Lifestyle International Holdings Limited
20th Floor, East Point Centre

555 Hennessy Road, Causeway Bay
Hong Kong

Fax: (852) 2838 2030

Email: info@Iifestylehk.com.hk

Constitutional Documents

The Company adopted an amended and restated articles of association on
30 April 2019. The consolidated version of the Company’s memorandum
and articles of association has been published at the websites of the Stock
Exchange and the Company. Save as disclosed above, no other
amendments have been made to the Company’s memorandum and
articles of association during the year.
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Profile of Directors
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Executive Directors

Mr. Lau Kam Sen

Mr. Lau, aged 31, was appointed as an executive director in June 2017. He
is responsible for project management of the Group. Mr. Lau holds a
Bachelor of Arts degree from Columbia University in the City of New York
and a Master of Arts degree from New York University. He has previously
worked in investment banking with a global financial institution in Hong
Kong. Mr. Lau is a trustee of the Board of Trustees of China Institute in
America. Mr. Lau is the son of Mr. Lau Luen Hung, Thomas, the brother of
Ms. Lau Kam Shim and the nephew of Ms. Lau Yuk Wai, Amy.

Ms. Lau Kam Shim

Ms. Lau, aged 32, was appointed as an executive director in March 2016.
She also acts as director of subsidiaries of the Company. Ms. Lau joined
the Group in October 2012 and was responsible for international
boutiques and sales promotion division of the Group. She holds a
Bachelor of Arts degree from King's College London, University of London
and a Master of Arts degree from Columbia University in the City of New
York. Ms. Lau is the daughter of Mr. Lau Luen Hung, Thomas, the sister of
Mr. Lau Kam Sen and the niece of Ms. Lau Yuk Wai, Amy.

Non-executive Directors

Mr. Lau Luen Hung, Thomas

Chairman

Mr. Lau, aged 66, joined the Company in January 2004. He has been the
Chairman of the Company since 2015. Mr. Lau is also the chairman, chief
executive officer and an executive director of Lifestyle China Group
Limited, a company listed on the Stock Exchange. He is a member of the
Chinese People’s Political Consultative Conference Shanghai Committee
and a member of the board of directors of the Shanghai Jiao Tong
University, the PRC. Mr. Lau is the father of Mr. Lau Kam Sen and Ms. Lau
Kam Shim, and the brother of Ms. Lau Yuk Wai, Amy.

Mr. Doo Wai Hoi, William (JP)

Mr. Doo, aged 75, joined the Company in March 2005. He is also the vice-
chairman and non-executive director of New World Development
Company Limited and an independent non-executive director of Shanghai
Industrial Urban Development Group Limited, both being companies
listed on the Stock Exchange. Mr. Doo is also the chairman and director of
Fungseng Prosperity Holdings Limited (previous known as Fung Seng
Enterprises Holdings Limited). He is a Justice of the Peace appointed by
the Government of the Hong Kong Special Administrative Region. He is
also the Honorary Consul General of the Kingdom of Morocco in Hong
Kong and Macau, and a Governor of the Canadian Chamber of Commerce
in Hong Kong. Mr. Doo was further awarded the Officier de I'Ordre
National de la Légion d'Honneur by the Republic of France in 2019.
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Ms. Lau Yuk Wai, Amy

Ms. Lau, aged 67, joined the Company in March 2004. She is also a non-
executive director of Chinese Estates Holdings Limited, a company listed
on the Stock Exchange. Ms. Lau holds a Bachelor of Science degree and a
Doctor of Dental Surgery degree from University of Toronto, Canada. She
is a retired dentist registered with the Royal College of Dental Surgeons of
Ontario, Canada. Ms. Lau is the sister of Mr. Lau Luen Hung, Thomas, and
the aunt of Mr. Lau Kam Sen and Ms. Lau Kam Shim.

Independent Non-executive Directors

Mr. Lam Siu Lun, Simon (ACA, FTIHK)

Mr. Lam, aged 70, joined the Company in March 2004. Mr. Lam graduated
from The University of Hong Kong with a Bachelor of Arts degree. After
graduation, he worked at KPMG Peat Marwick and obtained his
qualification as a chartered accountant from The Institute of Chartered
Accountants in England and Wales in 1979 and certified public accountant
from the Hong Kong Society of Accountants (now known as the Hong
Kong Institute of Certified Public Accountants) in 1980. He is also a fellow
member of the Taxation Institute of Hong Kong. Mr. Lam has been a
practicing accountant for over 25 years and is the proprietor of Messrs. S.L.
Lam & Company, a firm of certified public accountants. He has served as a
member of the Insider Dealing Tribunal on a number of occasions. He is an
independent non-executive director of Le Saunda Holdings Limited, a
company listed on the Stock Exchange.

The Hon. Shek Lai Him, Abraham (Abraham Razack) (GBS, SBS, JP)
Mr. Shek, aged 74, joined the Company in March 2004. He has been a
member of the Legislative Council for the Hong Kong Special
Administrative Region representing real estate and construction functional
constituency since 2000. Mr. Shek is a member of the Court of The Hong
Kong University of Science and Technology and Council Member of The
University of Hong Kong. Mr. Shek is a non-executive director of the
Mandatory Provident Fund Schemes Authority and a member of the
Advisory Committee on Corruption of the Independent Commission
Against Corruption. Mr. Shek is an independent non-executive director of
Paliburg Holdings Limited, NWS Holdings Limited, Chuang’s Consortium
International Limited, Chuang’s China Investments Limited, ITC Properties
Group Limited, Country Garden Holdings Company Limited, Hop Hing
Group Holdings Limited, SJM Holdings Limited, China Resources Cement
Holdings Limited, Lai Fung Holdings Limited, Cosmopolitan International
Holdings Limited, Goldin Financial Holdings Limited, Everbright Grand
China Assets Limited, CSI Properties Limited and Far East Consortium
International Limited, all being companies listed on the Stock Exchange.
He is also an independent non-executive director of Eagle Asset
Management (CP) Limited (the manager of Champion Real Estate
Investment Trust which is listed on the Stock Exchange) and Regal
Portfolio Management Limited (the manager of Regal Real Estate
Investment Trust which is listed on the Stock Exchange). Mr. Shek holds a
Bachelor of Arts degree and has extensive experience in the property
development field. Mr. Shek was awarded the Silver Bauhinia Star and
Gold Bauhinia Star by the Government of the Hong Kong Special
Administrative Region in 2007 and 2013 respectively.
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Mr. Hui Chiu Chung (JP)

Mr. Hui, aged 72, joined the Company in July 2005. Mr. Hui is the chairman
and chief executive officer of Luk Fook Financial Services Limited and has
over 48 years of experience in the securities and investment industry. He
had for years been serving as a council member and vice chairman of the
Stock Exchange, a member of the advisory committee of the Hong Kong
Securities and Futures Commission, a director of the Hong Kong Securities
Clearing Company Limited, a member of the listing committee of the
Hong Kong Exchanges and Clearing Limited, an appointed member of the
Securities and Futures Appeal Tribunal, a member of Standing Committee
on Company Law Reform, and an appointed member of the Hong Kong
Institute of Certified Public Accountants Investigation Panel A. He was also
a member of the Committee on Real Estate Investment Trusts of the Hong
Kong Securities and Futures Commission and a member of Government
“Appointees” (independent member) of Appeal Panel of the Travel
Industry Council of Hong Kong. Mr. Hui was appointed by the Government
of the Hong Kong Special Administrative Region a Justice of the Peace in
2004 and has served as a member of the Zhuhai Municipal Committee of
the Chinese People’s Political Consultative Conference from 2006 to 2017.
He is a fellow member of the Hong Kong Institute of Directors and senior
fellow member of the Hong Kong Securities and Investment Institute. Mr.
Hui also serves as an independent non-executive director of Zhuhai
Holdings Investment Group Limited, Gemdale Properties and Investment
Corporation Limited, China South City Holdings Limited, SINOPEC
Engineering (Group) Co., Ltd., Agile Group Holdings Limited and FSE
Services Group Limited and a non-executive director of Luk Fook Holdings
(International) Limited, all being companies listed on the Stock Exchange.
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Mr. Ip Yuk Keung

Mr. Ip, aged 67, joined the Company in April 2014. He is an international
banking and real estate professional with over 30 years of experience in
the United States, Asia and Hong Kong. His expertise are in real estate
finance, corporate banking, risk management, wealth management and
transaction banking. Previously managing director and corporate bank
head of Citigroup and managing director of investments at Merrill Lynch
(Asia Pacific), Mr. Ip was also an executive director and the chief executive
officer of Langham Hospitality Investments (“LHI”) and Langham
Hospitality Investments Limited (listed on the Stock Exchange) and LHIL
Manager Limited (the trustee-manager of LHI). He is currently a non-
executive director of Eagle Asset Management (CP) Limited (the manager
of Champion Real Estate Investment Trust which is listed on the Stock
Exchange). Mr. Ip also serves as an independent non-executive director of
Power Assets Holdings Limited, TOM Group Limited, New World
Development Company Limited and Hutchison Telecommunications Hong
Kong Holdings Limited, all being companies listed on the Stock Exchange.

Mr. Ip is an Adjunct Professor of City University of Hong Kong, The Hong
Kong University of Science and Technology, The Hang Seng University of
Hong Kong and The Chinese University of Hong Kong. He is also an
Honorary Professor at Lingnan University, a Member of the International
Advisory Board of College of Business at City University of Hong Kong, a
Council Member, a Member of the Business School Advisory Council and
an Honorary Advisor of School of Humanities and Social Science at The
Hong Kong University of Science and Technology, a Professor of Practice
(International Banking and Real Estate) at The Hong Kong Polytechnic
University, a member of the International Advisory Committee and Adjunct
Distinguished Professor in Practice at University of Macau, a trustee of the
Board of Trustees at Washington University in St. Louis and an honorary
fellow of Vocational Training Council. He is a vice chairman of the World
Green Organization.

Mr. Ip holds a Bachelor of Science degree in Applied Mathematics and
Computer Science at Washington University in St. Louis (summa cum
laude), a Master of Science degree in Applied Mathematics at Cornell
University and a Master of Science degree in Accounting and Finance at
Carnegie-Mellon University.
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Directors’ Report

EEERE

The board of directors ("Board”) of the Company present their annual
report and the audited consolidated financial statements for the year
ended 31 December 2019.

Principal Activities

The Company acts as an investment holding company and the principal
activities of its subsidiaries are the operation of department stores in Hong
Kong and other retailing format and property development and property
investment.

Particulars of the Company's principal subsidiaries are set out in note 35 to
the consolidated financial statements.

Results and Appropriations

The results of the Group for the year ended 31 December 2019 are set out
in the consolidated statement of profit or loss and other comprehensive
income on page 82.

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2019.

Business Review

A review of the business of the Group for the year ended 31 December
2019, comprising the discussion of the future business development and
the principal risks and uncertainties facing the Group, are set out in the
“Chairman'’s Statement” and “Management Discussion and Analysis” on
pages 6 to 7 and pages 8 to 21 of this annual report.

An analysis of the Group's performance during the year using financial key
performance indicators is provided in the "“Five-Year Group Financial
Summary” on page 171. Since early 2020, the novel coronavirus outbreak
has spread across China and other countries, and it has dealt a heavy blow
upon the Hong Kong economy, severely affecting both inbound tourism
and local consumption. The Group's business has been hard hit as the
store traffic dropped and a prolonged viral outbreak could continue and
further undermine local business and consumer sentiment and therefore
affecting the financial performance of the Group.

Discussions on the Group's environmental policies and performance,
relationships with key stakeholders, and compliance with the relevant laws
and regulations are contained in the "Environmental, Social and
Governance Report” on pages 22 to 44 of this annual report.
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Directors’ Report (continued) EE&3;4 (&)

Shares
Details of movements during the year in the shares of the Company are set
out in note 26 to the consolidated financial statements.

Debentures

Details of the bonds issued by the Group are set out in note 24 to the
consolidated financial statements. Save for the above, the Group has not
issued any debentures during the year.

Distributable Reserves
Details of distributable reserves of the Company are set out in note 36 to
the consolidated financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
articles of association although there are no restrictions against such rights
under the laws in the Cayman Islands.

Major Suppliers and Customers

The Group is principally involved in retail business which consists of direct
sales, and income from APO and concessionaire sales. In the year, the five
largest suppliers of the Group in respect of our direct and consignment
sales accounted for approximately 56% of the Group's total purchase and
the largest supplier of the Group accounted for approximately 23% of the
Group's total purchase. The five largest customers of the Group accounted
for less than 30% of the Group's turnover during the year.

None of the directors, their close associates or any shareholder so far as is
known to the directors having more than 5% of the number of issued
shares of the Company, within the knowledge of the directors, has any
interest in any of the Group's five largest suppliers during the year.

Donations
During the year, the Group made charitable and other donations
amounting to HK$10.8 million (2018: HK$0.6 million).

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the year.
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Directors
The directors of the Company during the year and up to the date of this
report were:

Executive Directors
Mr. Lau Kam Sen
Ms. Lau Kam Shim

Non-executive Directors

Mr. Lau Luen Hung, Thomas (Chairman)
Mr. Doo Wai Hoi, William

Ms. Lau Yuk Wai, Amy

Independent Non-executive Directors
Mr. Lam Siu Lun, Simon

The Hon. Shek Lai Him, Abraham

Mr. Hui Chiu Chung

Mr. Ip Yuk Keung

In accordance with Article 84 of the articles of association of the Company,
Mr. Lau Luen Hung, Thomas, The Hon. Shek Lai Him, Abraham and Mr. Ip
Yuk Keung will retire from office by rotation at the forthcoming annual
general meeting and, all being eligible, offer themselves for re-election.

None of the directors proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).

Changes in Information of Directors
Below are the changes in director’s information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

Mr. Lau Kam Sen and Ms. Lau Kam Shim
—  both voluntarily offered to take 30% salary reduction for a period of
4 months with effect from 1 March 2020

Mr. Ip Yuk Keung

—  appointed as an independent non-executive director of Hutchison
Telecommunications Hong Kong Holdings Limited (a company
listed on the Stock Exchange) with effect from 31 December 2019

—  appointed as an Honorary Advisor of School of Humanities and
Social Science at The Hong Kong University of Science and
Technology

—  ceased to be an executive fellow in Asia at Washington University in
St. Louis

—  ceased as a member of the committee on Certification for
Principalship at the Education Bureau of the Hong Kong Special
Administrative Region upon expiration of the term of office
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Directors’ Report (continued) EE&3;4 (&)

Directors’ and Chief Executive’s Interests in Shares, EERESTHRAERKRY - 1HEA
Underlying Shares and Debentures RGO R EERE DS

As at 31 December 2019, the directors’ and the chief executive’s interests R_ZE—NF+_A=+—"H SE=NHES1T
and short positions in the shares, underlying shares and debentures of the ~ ELA BRANA &) s A MAEEEE (R (EH L
Company or any of its associated corporations (within the meaning of Part & & FI)([ & F K B E G0 ]) EBEXV E T E &)
XV of the Securities and Futures Ordinance (“SFQ")), as recorded in the  ZH&{) ~ HHEARND REEREGFERIEES L
register required to be kept under Section 352 of the SFO, or as otherwise B 1§71 3526 E L8k BE 7 2 E sk
notified to the Company and The Stock Exchange of Hong Kong Limited — RIEE B AR ZER AR ([T FH L
(“Stock Exchange”) pursuant to the Model Code for Securities  M#RRI([_ EMARAN D) M8k +HmE 2 EMEITA
Transactions by Directors of Listed Issuers (“Model Code”) as set out in ~ ZEH#EITEHF R HHEETAN([ERESFAI]) A
Appendix 10 to the Rules Governing the Listing of Securities on the Stock ~ H& AR B RE T2 m RA BRI T ¢
Exchange ("Listing Rules”) were as follows:

(i)  Long position in shares of the Company (i) REIATARGBZER

Number of Percentage of

Name of director Nature of interest shares held issued shares

BERE HERTRG

EEpg Mg 2 g=] ZHEDLE

Mr. Lau Luen Hung, Thomas Beneficial owner 113,403,292 7.55%
21EB LA BEHEEA

Interest of controlled corporations (Note 1) 1,011,694,500 67.36%

RESEE#ER (K1)

Trustee (Note 2) 951,000 0.06%
ZFEA (MEE2)
Mr. Lau Kam Sen Beneficiary of a trust (Note 2) 951,000 0.06%
BSREE FrtEm A (H5E2)
Ms. Lau Kam Shim Beneficiary of a trust (Note 2) 951,000 0.06%
215 %/ ME s A (MEE2)
Ms. Lau Yuk Wai, Amy Beneficiary of a trust and Trustee (Note 2) 951,000 0.06%
BEBL+ FrtEm ARZFEA (FisE2)
Notes: ks
1. The 1,011,694,500 shares comprise: 1. #1,011,694,500/% f% 15 B2 4E -
(i) 540,000,000 shares held by United Goal Resources Limited (“United (i) 540,000,0000% % 17 £ United Goal
Goal"”). United Goal is ultimately owned as to 80% by Mr. Lau Luen Resources Limited ([ United Goal )
Hung, Thomas through his controlled corporations and as to 20% #75 ° United Goal B 21885 A i
by certain family members of Mr. Lau Luen Hung, Joseph, the elder B E PR A B R AR 80% Ak 1 4
brother of Mr. Lau Luen Hung, Thomas. By virtue of the SFO, Mr. wm R AL (RBEREEY
Lau Luen Hung, Thomas is deemed to be interested in the same M) B FRiEAK B i 48 8 20% %
parcel of shares in which United Goal is interested. iR o IRIBHEF KRB KD - 218

8 T A W AR A 1 A United Goal FTH
B AR MR A -

(ii) 471,694,500 shares held by Dynamic Castle Limited (“Dynamic (i) 471,694,500 B 17 B B8 S £ &
Castle”), which is wholly owned by Mr. Lau Luen Hung, Thomas. By & ¥ Z Dynamic Castle Limited
virtue of the SFO, Mr. Lau Luen Hung, Thomas is deemed to be ([Dynamic Castle]) £ 5 ° 1R1EE2
interested in the same parcel of shares held by Dynamic Castle. KEAE RG] - BIER R LR AE

A Dynamic Castle FTH5 A #)HER IR 19
T o
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Directors’ Report (continued) 2= &% (&)

Notes: (continued)

2. These shares are held by a trust for an estate in which certain family
members of Mr. Lau Luen Hung, Thomas have interest. Mr. Lau Luen Hung,
Thomas and Ms. Lau Yuk Wai, Amy are the trustees of the trust and each of
Mr. Lau Kam Sen, Ms. Lau Kam Shim and Ms. Lau Yuk Wai, Amy is a
beneficiary under the trust, and therefore each of them is deemed to be
interested in such shares by virtue of the SFO.

(ii) Interest in debentures of associated corporations of the
Company

(a) LS Finance (2022) Limited
- 4.25% guaranteed bonds due 2022

Nature of interest

R

Name of director

EEpR

(ii)

M&E © (48)

2. ZERMBIEBREEETREKERE S
BAEDCBERERRE - 2IEBTERE
FERTAZERNITA URBISRE
£ BSENMAREEBRERERERT
Z2EmA - At RIFES AR GG - B
EEWEREEZSER S

RAQRBEBELIEEESNER
(a) LS Finance (2022) Limited
-4.25%R2022 F B Fi B R &%

Amount of debentures held (US$)
FrEEREeE (Xx)

Mr. Doo Wai Hoi, William

HEELEE EHDAE S (M)
Note: These debentures are held by a company which is wholly owned by

Mr. Doo Wai Hoi, William. By virtue of the SFO, Mr. Doo Wai Hoi,
William is deemed to be interested in the same parcel of
debentures in which such company is interested.

(b) LS Finance (2017) Limited
- 4.875% guaranteed bonds due 2024

Name of director Nature of interest

Interest of controlled corporation (Note)

10,000,000

fist: ®EEREMHEESE2EHA
MRBERA - REES R K
Bl - HEERERBREEZL AT
FAMEREEERER -

(b) LS Finance (2017) Limited
-4.875% 2024 F R BB R R &S

Amount of debentures held (US$)

EEpE EmtE FEEEEEE(ER)
Mr. Lau Kam Sen Interest of controlled corporation (Note 1) 10,000,000
BSREE ZEwEERER ()
Ms. Lau Kam Shim Interest of controlled corporation (Note 2) 10,000,000
215 3&/MA HiEtEEER (HFE2)
Mr. Doo Wai Hoi, William Interest of controlled corporation (Note 3) 10,000,000
MEEEE pEhlEE kR (HE3)
Notes: B 5
1. These debentures are held by Magic Achieve Limited ("Magic 1. ZEE#EBAMagic Achieve
Achieve”), which is wholly owned by Mr. Lau Kam Sen. By virtue of Limited ([Magic Achieve])#%H -
the SFO, Mr. Lau Kam Sen is deemed to be interested in the same ZARHRESEEELEERE R
parcel of debentures in which Magic Achieve is interested. BEFEBEEN - 25 ERER
125 % 5 Magic Achievets A #IHHE
BEREERER -
2. These debentures are held by Dynasty Sky Limited (“Dynasty Sky”), 2. % % & # 7% B Dynasty Sky Limited

which is wholly owned by Ms. Lau Kam Shim. By virtue of the SFO,
Ms. Lau Kam Shim is deemed to be interested in the same parcel of
debentures in which Dynasty Sky is interested.

3. These debentures are held by a company which is wholly owned by
Mr. Doo Wai Hoi, William. By virtue of the SFO, Mr. Doo Wai Hoi,
William is deemed to be interested in the same parcel of

debentures in which such company is interested.
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Directors’ Report (continued) EE&3;4 (&)

(c) LS Finance (2025) Limited
- 4.50% guaranteed bonds due 2025

(c) LS Finance (2025) Limited
-4.50%2025F ZI B IRRES

Name of director Nature of interest Amount of debentures held (US$)

EEpg FEEME FiEEEESE ()

Mr. Lau Luen Hung, Thomas Beneficial owner 4,000,000

RIS A EmEAA

Mr. Lau Kam Sen Interest of controlled corporation (Note 1) 15,000,000

ASREE A E R ()

Ms. Lau Kam Shim Interest of controlled corporation (Note 2) 10,000,000

215 9=/ A A E R (E2)

Notes: B 5

1. These debentures are held by Magic Achieve, which is wholly owned 1. % % (B8 B Magic Achieve 74
by Mr. Lau Kam Sen. By virtue of the SFO, Mr. Lau Kam Sen is ZARHEASREEREHESE R
deemed to be interested in the same parcel of debentures in which BEF LA 25 RTER
Magic Achieve is interested. 1% B B Magic Achieve B #18 [F

B -
2. These debentures are held by Dynasty Sky, which is wholly owned by 2. Z% L AR A Dynasty Sky¥F B © %

Ms. Lau Kam Shim. By virtue of the SFO, Ms. Lau Kam Shim is
deemed to be interested in the same parcel of debentures in which

Dynasty Sky is interested.

Save as disclosed above, as at 31 December 2019, none of the directors or
chief executive of the Company had any interests or short positions in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO
or which are required to be notified to the Company and the Stock
Exchange pursuant to the Model Code. Nor any of the directors and chief
executive had any interest in, or had been granted any right to subscribe
for the securities of the Company and its associated corporations (within
the meaning of Part XV of the SFO) or had exercised any such right during
the year under review.

RABESENEREREER - R
BHREEGE - 2158/ NNERAR
A% B Dynasty Sky#5 & K18 R & ##

Bl -

B EXPIREEIN RIB-AF+A=+—
B ARREZRETRABRESGRES
F R EGRPIEI2ERELHERAEFZERL
M SRR AR A <7 RIZA AN & AN 1 B) R Bt S P 2 AR
RESEEAREEE (R85 RBEGHIEXV
AR EER) 2 ER KD - HERD R EEEFER
BEIAR - REEFA  SEZRERTERA
EHUEGEA R ER A RE AR E R AR
(RBEHRHBERPIEXVEAAEE) BHZ
RER  TVEBITEAE M ZFHER -
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Interests of Shareholders Discloseable under the SFO

As at 31 December 2019, the following persons (other than a director or

the chief executive of the Company) had an interest or short position in the

féﬁ%%&%ﬁﬁﬁ%éﬁ%ﬁ%mﬁi
R-B-—AF+-A=+—R0 TIHAL(TE
BEARRAEFRRBTHAR) RERXRZ KRG

shares and underlying shares of the Company as recorded in the register ~ KRB % P iFHIRIEE S K E K5 5 3361&
required to be kept under Section 336 of the SFO or notified to the REXRHEREERF 2 ELMALMERQF 2
Company: WmIORBEHIIWAT
Long position in shares of the Company RAEXRRGZHER
Number of Percentage of
Name Nature of interest shares held issued shares
BERM GHEBRTRG
28 ERME #E ZBEDH
United Goal Beneficial owner (Note 3) 540,000,000 35.95%
EmEB A (M:E3)
Asia Prime Assets Limited Interest of controlled corporation (Notes 1 and 3) 540,000,000 35.95%
("Asia Prime”) S A B R A (BT RE1 & 3)
Sand Cove Holdings Limited Interest of controlled corporation (Notes 2 and 3) 540,000,000 35.95%
("Sand Cove") G EE R (M52 K%3)
Dynamic Castle Beneficial owner (Note 3) 471,694,500 31.41%

Notes:

EmEA A (HE3)

Asia Prime, a company indirectly controlled by Mr. Lau Luen Hung, Thomas, holds
80% of the entire issued share capital of United Goal. By virtue of the SFO, Asia
Prime is deemed to be interested in the same parcel of shares comprising
540,000,000 shares in which United Goal is interested as beneficial owner.

Sand Cove, which is wholly owned and directly controlled by Mr. Lau Luen Hung,
Thomas, is entitled to exercise or control the exercise of 100% voting power at
general meetings of Asia Prime. By virtue of SFO, Sand Cove is deemed to be
interested in the same parcel of shares in which Asia Prime is deemed to be

interested as set out in Note 1 above.

Mr. Lau Luen Hung, Thomas, Mr. Lau Kam Sen and Ms. Lau Kam Shim are directors
of United Goal and Sand Cove. Mr. Lau Luen Hung, Thomas is also the sole

director of Asia Prime and Dynamic Castle.

Save as disclosed above, the Company has not been notified by any

person (other than a director or the chief executive of the Company) who

had an interest or short position in the shares or underlying shares of the

Company as at 31 December 2019 which were recorded in the register
required to be kept under Section 336 of the SFO or notified to the
Company.

FIREERKEARAT —F-AFFR

oL

B

1. Asia Prime A B8R St AR EH 2 AR - EFAE
80% United Goal 2 ZE BT A  IRIEFH R HE
&1+ Asia Prime# 12 A F United Goal Bz B &)
540,000,000 & &5 o #E B AR A % o

2. Sand Cove R BIE B E2EHMB R EZES - H
B RETE Asia Prime iR R K& 1T SiE H1971100%
IR o IRIEE H REIE KRP - Sand Covet iR
AR LM ATl Asia Prime FTi3 A A RAER
R -

3. RIBIB T - 815 R S A R BIS 9/ NE B United Goal
J2Sand CoveZ T % o 2841 %t A4 I8 A Asia Prime &
Dynamic Castle 2 Mt — % = »
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Directors’ Report (continued) EE & & (&)

Share Options

The share option scheme (2009 Share Option Scheme”) was approved by
the shareholders of the Company on 3 March 2009 for a period of 10 years
commencing from 3 March 2009 as incentive or rewards for the
contribution of the eligible participants to the growth of the Group and to
provide to the Group with a more flexible means to reward, remunerate,
compensate and/or provide benefits to the eligible participants. Under the
2009 Share Option Scheme, the Company may grant options to any
employee, director, consultant or adviser, distributor, contractor, supplier,
service provider, agent, customer and business partner of the Company
and/or any subsidiary who, at the sole determination of the Board, have
contributed or will contribute to the Company and/or any subsidiary.

There is no general requirement on the minimum period for which an
option must be held or the performance targets which must be achieved
before an option can be exercised under the terms of the 2009 Share
Option Scheme. However, the Board may offer to grant any options
subject to such terms and conditions in relation to the minimum period of
the options to be held and/or the performance targets to be achieved
before such options can be exercised and/or any other terms as the Board
may determine in its absolute discretion.

The total number of shares which may be issued upon exercise of all
options which may be granted under the 2009 Share Option Scheme and
any other share option schemes of the Company must not, in aggregate,
exceed 166,860,950 shares, representing 10% of the issued shares of the
Company as at 3 March 2009, the date on which the 2009 Share Option
Scheme was approved by the shareholders of the Company, which
represented approximately 11.11% of the issued shares of the Company as
at the date of this report.

Unless otherwise approved by the shareholders, the total number of shares
issued and to be issued upon exercise of the options granted to each
eligible participant (including both exercised and outstanding options
under the 2009 Share Option Scheme) in any 12-month period must not
exceed 1% of the issued share capital of the Company.

BRRE
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Where options are proposed to be granted to a substantial shareholder or
an independent non-executive director of the Company or any of their
respective associates, and the proposed grant of options will result in the
total number of share issued and to be issued upon exercise of all options
already granted and to be granted (including options exercised, cancelled
and outstanding) to such person in the 12-month period up to and
including the date of such grant representing in aggregate over 0.1% of
the issued share capital of the Company on the date of offer and having an
aggregate value, based on the closing price of the shares at the date of
each grant, in excess of HK$5 million, such grant of options must be
subject to the approval of the shareholders taken on a poll at general
meeting. The connected person involved in such proposed grant to
options and all other connected persons of the Company must abstain
from voting in such general meeting (except that any connected person
may vote against the proposed grant provided that his intention to do so
has been stated in the relevant circular to the shareholders).

Option granted must be taken up within the time limit specified in the
offer letter (which shall not be later than 5 days from the date of offer),
upon payment of HK$1 on acceptance of the offer. Options may be
exercised at any time during a period to be notified by the Board to each
grantee which shall not be more than 10 years from the date of the offer.
The exercise price is determined by the directors of the Company, and will
be at least the highest of (i) the closing price of the Company’s shares on
the date of grant, (i) the average closing price of the shares for the five
business days immediately preceding the date of grant; and (iii) the
nominal value of the Company’s share.

No options were granted or subsisted at any time during the year. The
2009 Share Option Scheme expired on 2 March 2019.

Arrangements to Purchase Shares or Debentures
Other than the share option scheme of the Company, at no time during
the year was the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.

Equity-linked Agreements

Save for the share option scheme described above, the Group has not
entered into any equity-linked agreements during the year.
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EERNBRFRG 2D
THEF IR AEA RIE L T8 100F 5
B oK B AR R AT R R

Directors’ Interests in Competing Businesses
The following directors have interests in the following businesses which are
considered to compete or are likely to compete, either directly or

indirectly, with the businesses of the Group as disclosed pursuant to Rule

8.10 of the Listing Rules:

BLF 2 KIS

Description of

Nature of interest

of the director

Name of director Name of entity businesses in the entity
EERZERZ

EENA BREH EBEN EREE

Mr. Doo Wai Hoi, William New World Development Property development and Director

MHEEEE Company Limited investment and department ~ E %

group of companies

MEARAERBERAFETEE

Ace Action Ltd.
group of companies
Ace Action Ltd. 8 N EE

Amelia Gold Limited
group of companies
Amelia Gold Limited& T £ &

Fortune Success Limited
group of companies

fFERR AR TN EE

Fung Seng Enterprises
Investment Company Limited
group of companies

CREEREFRARETEE

Fung Seng Enterprises Limited
group of companies

CRAZEXARARETEE

Golden Wealth Investment Limited

group of companies

SBEREGRARENEE

Oriental Triumph Inc.
group of companies

REVERARET £H

store operations

MEBRMIBENAELE

Property investment

MERE

Property investment

MEE

Property investment

MERE

Property investment

MERE

Property investment and
management

MERENRERE

Property investment and
development

MERERER

Property and hotel investment

YR FBERE
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Director and
shareholder

EEMER

Director and
shareholder

EERRRE

Director and
shareholder

EENMER

Director and
shareholder

EEMER

Director and
shareholder

EERBE

Director and
shareholder

BEENMER

Director and
shareholder

BEERIRE



Directors’ Report (continued) 2= &% (&)

Description of

Nature of interest
of the director

Name of director Name of entity businesses in the entity
E=NZEREZ
EEpE EREE EBBN EEMtE

Mr. Doo Wai Hoi, William
(continued)

RIS L (B)

Silver City International Limited
group of companies
Silver City International Limited

T EE

Sunshine Dragon Group Limited
group of companies
Sunshine Dragon Group Limited

ET&EE

Ms. Lau Yuk Wai, Amy
EES Jegun

Chinese Estates Holdings Limited
Chinese Estates Holdings Limited

(EAEXEE)

As the Board of the Company is independent of the boards of the above-
mentioned companies and none of the above directors are in control of
the Board of the Company, the Group is therefore capable of carrying on
its businesses independently and at arm’s length with the businesses of
these companies.

Directors’ Interests in Transactions, Arrangements
and Contracts

No transactions, arrangements or contracts of significance to which the
Company or any of its subsidiaries was a party and in which a director of
the Company or any entities connected with the director had a material
interest, whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

Permitted Indemnity Provision

Pursuant to the Company'’s articles of association, every director shall be
entitled to be indemnified out of the assets of the Company against all
losses or liabilities which he/she may sustain or incur in or about the
execution of the duties of his/her office or otherwise in relation thereto.
There is appropriate directors’ and officers’ liability insurance coverage for
the directors and officers of the Group.

HRERKEARRLE —E-FFH

Property investment
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Property investment

Director and
shareholder

E=ZRBRE

Director and
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Directors’ Report (continued) EE&3;4 (&)

Specific Performance Covenant on Controlling
Shareholders

In July 2016, the Company as guarantor and through its wholly-owned
subsidiary as borrower entered into a HK$8 billion 5-year secured loan
facility agreement with a group of banks.

In April 2017, a wholly-owned subsidiary of the Company, as borrower,
entered into a facility agreement with a syndicate of financial institutions
for a term loan of up to HK$9 billion. The final maturity date of the facility
shall be the earlier of the date falling (i) 60 months from the utilisation date
of the facility; and (i) 6 months after issuance of a certificate of compliance
by the Director of Lands for the development of the New Kowloon Land
Lot No. 6557, Kai Tak Area 1E Site 2, Kowloon, Hong Kong.

Under the aforesaid facility agreements, unless with the banks’ written
consent, Mr. Lau Luen Hung, Thomas, his family members and/or his family
trust arrangements and Mr. Lau Luen Hung, Joseph'’s family members and/
or his family trust arrangements shall remain the major shareholders of the
Company with shareholding interest, directly or indirectly, of not less than
50.1% and retain management control of the Group.

Related Party Transactions

None of the related party transactions in note 33 to the consolidated
financial statements constituted connected transactions or continuing
connected transactions as defined in Chapter 14A of the Listing Rules.

Purchase, Sale or Redemption of the Company’s
Securities

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any listed securities of the Company during the year ended
31 December 2019.

Remuneration Policy

The remuneration policy of the Group is set on the basis of the employees’
merit, qualifications and competence. The emoluments of the directors of
the Company are reviewed by the remuneration committee, taking into
consideration of the Company's operating results, individual performance
and comparable market statistics.

Employees

As at 31 December 2019, the Group employed a total of 659 employees in
Hong Kong. Staff costs (excluding directors’ emoluments) amounted to
HK$220.7 million (2018: HK$237.9 million) for the year. The Group ensures
that the pay levels of its employees are competitive and in line with the
market trend and its employees are rewarded on a performance related
basis within the general framework of the Group's salary and bonus
system.
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Sufficiency of Public Float

Based on information publicly available to the Company and within the
knowledge of the directors, at least 25% of the Company'’s shares has been
held by the public as at the date of this report.

Auditor

Messrs. Deloitte Touche Tohmatsu (“Deloitte”) has resigned as the auditor
of the Company with effect from 4 November 2019 and Messrs.
PricewaterhouseCoopers ("PwC") has been appointed as the auditor of
the Company with effect from 11 November 2019 to fill the vacancy
following the resignation of Deloitte.

The consolidated financial statements for the year have been audited by

PwC. A resolution will be submitted to the forthcoming annual general
meeting of the Company to reappoint PwC as auditor of the Company.

On behalf of the Board
Lau Kam Shim

Executive Director

9 March 2020
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Independent Auditor’'s Report

B ZBERE

o
pwc

TO THE SHAREHOLDERS OF
LIFESTYLE INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

What we have audited

The consolidated financial statements of Lifestyle International Holdings
Limited (the "Company”) and its subsidiaries (the “Group”) set out on
pages 82 to 170, which comprise:

o the consolidated statement of financial position as at 31 December
2019;
o the consolidated statement of profit or loss and other

comprehensive income for the year then ended,;

o the consolidated statement of changes in equity for the year then
ended;

o the consolidated statement of cash flows for the year then ended;
and

o the notes to the consolidated financial statements, which include a

summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2019, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards ("HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Independent Auditor’s Report (continued) %5 37 # £ £ 5} 5(4&)

Independence

We are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. Key audit matter identified in our audit is related
to valuation of investment property.

Key Audit Matter
BRESER

Bt
REEEGHBAREAN(ELEHEABET

ADUAT IR  RMBIR BEE -
WEETTFRRNEmEREEE -
BEESEE

BgE FESRERMOTLAN - RAHA

HRAMBHRRNEARAEENSTR - GLF
Iﬁmﬁﬁzﬁgﬁ%“&i%/\ﬁﬁ&iﬁﬁ&ﬂjE,wﬁuﬂ%
ETREN - R TEHELEREHEBNE
R BPERATEMNNOBREAEREREY
FHERH -

How our audit addressed the Key Audit Matter

BANESFNNEERARENER

Valuation of investment property

REWHEA1GE

Refer to note 3 and 14 to the consolidated financial statements.
u%;/% fg?éﬁﬁi&ﬂiﬁﬁﬁuf3&14°

The Group's investment property, represented its Kai Tak development
project, amounted to HK$5,420 million as at 31 December 2019 and a fair
value loss of HK$174 million was recognised under “fair value changes on
investment property” in the consolidated financial statements.
RIEBE-AFTZA=+—R FAEENKEYVE AIREERER) 2
54088870 WAV BmEIREMENRTEZD | R TE
EBR1I74BEB T

Management engaged an independent professional valuer (“valuer”) to
evaluate the fair value of the investment property. The valuation was
derived using income approach. The valuation is dependent on certain key
assumptions that require significant management judgements including
capitalisation rates, prevailing market rents and estimated costs to
completion.

ER LB EEMER ([HERM ) T EREDENRTE - HETHE
RWAOCERE - MEBRRE THRER  REEAEREAE  BFE
AL E  BITmISHES RAEFHE TR o

The existence of significant judgments in the assumptions used in the
property valuation warrants specific audit focus and attention on this area.

MEGEMERNBRRFEERHE  REHBRETFEEMIAME
i o

HRERKERRLE —E-AFFR

Our procedures in relation to the assessment
of the key assumptions used in management’s
valuation of the investment property included:
BRI EYEFTET A EPRANE
RER RANEFEE:

o Evaluating the competence, capability and
objectivity of the valuer;

S EMNER - B W MEBIE

o Reviewing the valuation report prepared

by the valuer;
EHHEMERNEERS

o Discussing with the valuer key assumptions
applied and assessing the methodologies
used by the valuer with the involvement of
our in-house valuation experts;
,\ﬁﬁﬁfﬁﬁ fﬁfﬁﬁﬁﬁﬁfﬁﬁﬂ’]?ﬁﬁfﬁj“ :
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Key Audit Matter

HREEITER

How our audit addressed the Key Audit Matter

BANESTNNEERAEETER

Other Information
The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

o Assessing key assumptions used by the
valuer by comparing them with our own
expectation using evidence from
comparable market transactions, historical
records and approved budgets with the
involvement of our in-house valuation
experts, including:

%@ﬁ%ﬁ%ﬁﬁ RKH 28 BRIt
*\//E;J Rt sk REHREEXARE

BESLTELE - BEERPTER

ﬁxﬁj*“ﬁithti* EHheE

° Comparing capitalisation rates to
published market yields; and
BEARELL R EBAME T ISR
EITHE - R

J Comparing market rents to leasing
transactions of comparable
properties.

IS HSEA LY ENHER S
TR »

. Comparing estimated costs to completion
to approved budgets.

R fEk TRAN RS AR TR BT -

We found the key assumptions used in
management’s valuation of investment
property were supported by the available
evidence.

HFEE - EREHREMFETHERR
PR RR R R A B AT K ©
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In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.
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As part of an audit in accordance with HKSAs, we exercise professional — 7ERIZE(EBEFERD EITHEFABEF - HM
judgment and maintain professional scepticism throughout the audit. We B T HXEHE - (RIF T HXBHREE - BTN

also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Cheng Woon Yin Michael.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 9 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

mEEERkEMAEZEKRER

for the year ended 31 December 019 B ZE - T — N F+ - A=+—HILFE
2019 2018
—E-NEF —ZT-N\F
Note HK$'000 HK$'000
Bt 5 FHERT FHT
Turnover B 4 3,542,032 4,358,010
Cost of sales §5 5 AR (888,869) (1,142,748)
Gross profit EF 2,653,163 3,215,262
Other income, gains and losses HEaUg A - Wz K BB 6 147,165 108,507
Selling and distribution costs HE Mo HEK AR (697,344) (721,950)
Administrative expenses THRRAX (137,787) (137,485)
Interest and investment gains/(losses) FBEREEW (i) 7 740,176 (270,971)
Fair value changes on investment property BEMENTEE 14 (173,959) 251,200
Finance costs B KA 8 (365,238) (282,187)
Profit before taxation 75 A1 v ) 2,166,176 2,162,376
Taxation A 9 (275,500) (472,306)
Profit for the year REE 5 F 10 1,890,676 1,690,070
Profit for the year attributable to owners of the RATHE AENG
Company REFZGH 1,890,676 1,690,070
Other comprehensive income EfemEiias
Items that will not be reclassified to profit or loss: BT EEN SR B
ZIEA -
Fair value change on financial assets at fair value RAFEFAEMEE
through other comprehensive income KRz emEENRD
FEE 25,528 —
Other comprehensive income for the year (net of tax) ~ ZAF[Z E b 2 HE I
(F0BRBLIA) 25,528 —
Total comprehensive income for the year attributable N2 &G A EBIEAFE
to owners of the Company EHEUA LT 1,916,204 1,690,070
Earnings per share for profit attributable to owners of N2 &) A A FE1h ji 7
the Company — Basic and diluted ZERAM —ER
N 5 13 HK$1.26 HK$1.08
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Consolidated Statement of Financial Position

e BRI R

at 31 December 2019 A —ZE— N F+=-_A=+—H

31 December

31 December

2019 2018
—E-NEF —T-N\F
+=B=+-H +=-A=+—H
Note HK$'000 HK$'000
o= FET FHET
Non-current assets *RBEE
Investment property wEYE 14 5,420,000 5,132,000
Property, plant and equipment ME - BE MRE 15 6,291,532 5,876,308
Financial assets at fair value through other BRAFEFAREMEZEREZ
comprehensive income TREE 18 633,121 —
Financial assets at fair value through BATETABRZERMEE
profit or loss 19 15,871 19,137
Deposits i 72,248 63,503
12,432,772 11,090,948
Current assets mEEE
Inventories 75 16 38,615 44,783
Trade and other receivables JE U BR 1 B EL At R Uk 5k 0B 17 102,811 154,781
Financial assets at fair value through BATEFABRZEREE
profit or loss 19 3,306,082 3,080,999
Time deposits TEEFES 20 1,508,698 4,782,877
Cash and cash equivalents BeRREEEY 20 7,112,561 1,413,115
12,068,767 9,476,555
Current liabilities bk B=Ri
Trade and other payables JRE 1T BR 0 % L At FE £ 5K IR 21 826,275 1,046,371
Contract liabilities AHBEE 22 138,294 153,496
Lease liabilities HEBE 76,144 —
Tax payable S 490,926 290,459
Bank borrowings — due within one year RITIEE — —FREH 23 4,070,966 3,099,958
Financial liabilities at fair value through BATEFABRZERAE
profit or loss 19 12 3,773
5,602,617 4,594,057
Non-current liabilities ERBEE
Bank borrowings — due after one year RITEE — —FEIH 23 7,641,212 8,114,291
Bonds — due after one year B — —FREH 24 6,962,233 4,656,499
Lease liabilities HEGE 210,876 —
Deferred tax liabilities B IERE 25 243,297 271,272
15,057,618 13,042,062
3,841,304 2,931,384

HRERKERRLE —E-AFFR
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Consolidated Statement of Financial Position (continued) %4 81 # ik i & ()
at31 December2019 A —ZE—NF+_-_A=+—8H

31 December 31 December
2019 2018
—g-nE —2-NE
+ZA=t+-B | +-A=f-§
Note HK$'000 HK$'000
i FERT FHET

Capital and reserves BARREE
Share capital [N 26 7,510 7,510
Reserves & 3,833,794 2,923,874
Equity attributable to owners of the Company ~ AARIHE ARIH#E 3,841,304 2,931,384

The consolidated financial statements on pages 82 to 170 were approved ~ E82E170E 46 VB MEESEFTEN =%

and authorised for issue by the Board of Directors on 9 March 2020 and are = AL A#ERERETIE - WH TIEERE

signed on its behalf by:

Ms. Lau Kam Shim

BE

Mr. Lau Kam Sen

2SR ASE%E
Executive Director Executive Director
WITEE WITEE
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Consolidated Statement of Changes in Equity

GEREREER

for the year ended 31 December 019 HZE _E— N E+ A=+ —HIEFE

Attributable to owners of the Company

ADRAREAEERD
Capital Asset Investment
Share redemption  revaluation Merger  revaluation Retained
capital reserve reserve reserve reserve profits Total
EAERE EEEM At REBM
R it A R it REER @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FEL FEL TER FEL FEL TER
(note a)
(Hizta)
At 1 January 2018 RZE-\§—A—H 8,013 687 3,680 — — 3,866,286 3,878,666
Profit and total comprehensive income AEEHENREZERE
for the year et — — — — — 1,690,070 1,690,070
Share repurchase Bt B
— repurchase of shares —BE KR (503) — — - — — (503)
— premium on repurchase of shares —BERNEE — — — — —  (1,542403)  (1,542,403)
— transfer —ER — 503 — — — (503) —
Dividend paid to Majestic Eagle Limited X i Majestic Eagle
Limited #7 A% & — — — — — (36,258) (36,258)
Acquisition of an entity under common YWE-RXtREHER
control NG]| — — — (52,000) — — (52,000)
Transfer from retained profits BREETER — — — 52,000 — (52,000) —
Transactions with owners in their HERANEEFGAN
capacity as owners: BHETHRS
Dividends paid (Note 12) BIRARS (HE12) — — — — — (1,006,188) (1,006,188)
At 31 December 2018 RZB-N\F
+=A=+-H 7,510 1,190 3,680 — — 2,919,004 2,931,384
Profit for the year AEEEF — — — — — 1,890,676 1,890,676
Other comprehensive income for the year AEEEMPERS — — — — 25,528 — 25,528
Transactions with owners in their EREEAURBETAN
capacity as owners: BHETHRS
Dividends paid (Note 12) BIRARE (M12) - — — - — (1,006284)  (1,006,284)
At 31 December 2019 RZB-NF
+=ZA=f-H 7,510 1,190 3,680 — 25,528 3,803,396 3,841,304
Note: B 5
a. Merger reserve arose from the application of merger accounting method in relation  a. AOHEE TR M AREG R AR MERA

to the acquisition of an entity under common control.
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Consolidated Statement of Cash Flows

mERERER

for the year ended 31 December 2019 #{ = =&

—hEFETA=Z+—HLFE

2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FHT
OPERATING ACTIVITIES @E‘%ﬁ
Profit before taxation B 75 B A 2,166,176 2,162,376
Adjustments for: EIEE AT A
Interest income on bank deposits RITFERZFELA (201,670) (159,022)
Finance costs R AN 365,238 282,187
Depreciation of property, plant and mE - BEREETE
equipment 271,384 185,078
Dividend income from financial assets at BAFEFABRZZ SR
fair value through profit or loss EEZRBMWA 7 (59,650) (74,934)
Dividend income from financial assets at BAFEFTAEMERERE
fair value through other comprehensive Z o RVEEZ IRBMA
income 7 (2,919) —
Interest income from financial assets at fair BAFEFABRZZ SR
value through profit or loss BEZFBWA (72,086) (11,052)
(Gain)/loss on disposal/write off of EHE/W%'Wﬁ B &
property, plant and equipment B (Was), BB (168) 2,922
Fair value changes in respect of financial BAFEFABR /A
assets at fair value through profit or loss EZAFEES (403,851) 515,979
Fair value changes on investment property REME N TEEE 173,959 (251,200)
Unrealised exchange (gain)/loss KRR 2 EN (WEE), BB (19,703) 13,598
Provision/(reversal of provision) for T SR (BE)
obsolete inventories 22 (26)
(Reversal of provision)/provision for trade S 1 USRS I L A P LUK
and other receivables, net (Bem), B B (11) 18
Operating cash flows before movementsin ~ &EBESEBAILERETE
working capital 2,216,721 2,665,924
Decrease/(increase) in inventories FERL/ () 6,146 (6,452)
Decrease in trade and other receivables PR LAT B 350 % L At JE LA SR TEA 48,751 8,724
Decrease in trade and other payables FEHE‘E R % L At A5 SRIERL (329,272) (13,277)
Decrease in contract liabilities aHBaERD (15,202) (3,290)
Cash generated from operations KEEBKEERS 1,927,144 2,651,629
Interest received B WF B 204,900 136,733
Hong Kong Profits Tax paid EHBEEFEH (103,008) (344,847)
NET CASH FROM OPERATING ACTIVITIES ~ REEKMERSFEHE 2,029,036 2,443,515

Lifestyle International Holdings Limited Annual Report 2019




Consolidated Statement of Cash Flows (continued) %5 R &R B X (F)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BILFE

2019 2018
—E-hEF —E-)N\F
HK$'000 HK$'000
FET FHET
INVESTING ACTIVITIES RETH
Proceeds from disposal of financial assets at ~ HEZ AT ET AEBZ 2 ©H
fair value through profit or loss BEFTE® 5,451,901 1,833,116
Interest received from financial assets at fair I AFETABHZZ SMEE
value through profit or loss pa=s e = 93,413 11,052
Dividend received from financial assets at fair {EZAFEFABRZ £ HE
value through profit or loss EzE Wik A 59,650 74,934
Dividend received from financial assets at fair  {##Z A FEFF A2 E WS
value through other comprehensive ZeREEZEREKE
income 2,919 —
Purchase of financial assets at fair value BERATESAER R
through profit or loss BE (5,289,201) (2,075,559)
Purchase of financial assets at fair value BEERATETAEMEERK
through other comprehensive income mZEREE (607,593) —
Purchase of property, plant and equipment  HEE Y% « WE L& #E (239,343) (265,825)
Deposit paid for acquisition of property, WM - BEREHE 2B
plant and equipment g (36,274) —
Additions to investment property HBEREYE (218,170) (154,528)
Proceeds from disposal of property, HEWE  BERREZ
plant and equipment SRS BN 225 "
Decrease/(increase) of time deposits, net FHEZURLD, () - FEE 3,274,179 (4,782,877)
NET CASH GENERATED FROM/(USED IN)  #&&ZE T8 (FrA)
INVESTING ACTIVITIES REeFE 2,491,706 (5,359,676)
FINANCING ACTIVITIES R ESEE 31
New bank borrowings raised MERITER 1,233,237 39,343
Proceeds from new bonds issued MEBITEE 2B 2,326,899 —
Shares repurchased Sy Rl — (1,542,206)
Cash consideration paid upon acquisition of Ui — A X HKEZEHIAE 52
an entity under common control NARFTMZRERE — (52,000)
Repayment of bank borrowings EBEPRITEXK (765,589) (40,926)
Dividends paid 2R AR S (1,006,284) (1,006,188)
Repayment of principal elements of lease BEEMEERGEZAEEH S
liabilities (65,988) —
Dividend paid to Majestic Eagle ¥ FMajestic Eagle 2 i% & — (36,258)
Finance costs paid Bt & kA (529,871) (454,934)
NET CASH GENERATED FROM/(USED IN) ~ BAEEBAE (AR BE
FINANCING ACTIVITIES FE 1,192,404 (3,093,869)
NET INCREASE/(DECREASE) INCASHAND RE&ERBLZEEYIEM
CASH EQUIVALENTS Om4) F88 5,713,146 (6,010,030)
EFFECT OF FOREIGN EXCHANGE RATE EREZRE2&E
DIFFERENCE (13,700) 77
CASH AND CASH EQUIVALENTS AT FNRERREEEY
BEGINNING OF THE YEAR 1,413,115 7,423,068
CASH AND CASH EQUIVALENTS AT END FREESRRESEEY
OF THE YEAR 7,112,561 1,413,115
FRERKEEFRAT —Z-hFFRK 87
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Notes to the Consolidated Financial Statements

e TR R R M R

for the year ended 31 December 019 B ZE - T — N F+ - A=+—HILFE

1. General 1. —R=E

Lifestyle International Holdings Limited (the “Company”) is MEEBREEBER AT (TARF]) A—H
incorporated as an exempted company with limited liability under RHESHBSREFSHS D AETMKZ
the Companies Law in the Cayman Islands and its shares are listed REBEBERAR - ARODREBBER
on The Stock Exchange of Hong Kong Limited (the “Stock SHAAERANE (BT £ o RAF
Exchange”). The addresses of the registered office and principal M EERESE BB 2 R
place of business of the Company are disclosed in the corporate FHREEEH —EARKE - ARFRKE
information section of the annual report. The Company is an ERAE - HB AT ZZREBRER
investment holding company. Its subsidiaries are principally BERE MEBRRIEE -

engaged in the operation of department stores, property
development and investment in Hong Kong.

The Company's ultimate controlling party is Mr. Lau Luen Hung, RABIWSEESN T /A REINERFFRIE
Thomas (“Mr. Lau”), who is the Chairman and a non-executive WITESREBEE(TEEE]D -

director of the Company.

The consolidated financial statements are presented in Hong Kong FAEUBHRRABIT(ABT)INE  ZE
dollars ("HK$"), which is also the functional currency of the BINBARARINEEE -
Company.

2. Summary of significant accounting policies 2. FESTHRHE
The principal accounting policies applied in the preparation of those MEZEREVBBREMERNEESS
consolidated financial statements are set out below. These policies BERHININT - KB BB - WEFBER
have been consistently applied to all the years presently unless REFINMEFEERER -

otherwise stated.

(a) Basis of preparation (a) #HREEZE
The consolidated financial statements of the Group have REENZEEMBRRTDIRERS
been prepared in accordance with Hong Kong Financial SEMAERM 2 BB HEHRESE
Reporting Standards (“HKFRSs") issued by the Hong Kong (B A BREED ] REBE
Institute of Certified Public Accountants and disclosure PIE 2R E(EB NGO EARA
requirements of the Hong Kong Companies Ordinance AEOI]) MR BEARERR -

("HKCO") (Cap. 622).

The consolidated financial statements have been prepared on fRE B TSR TR R E SR R AN AL
a historical cost basis, except for the financial assets and WmE AR EAERHibe
liabilities at fair value through profit or loss/other HimseMEERABURKSE
comprehensive income and investment property, which are MEZANTEFFZRIBRIN - BRAE
measured at fair value. The preparation of financial R HmEERREY B RRE -
statements in conformity with HKFRS requires the use of EERETERG AT - EHRE
certain critical accounting estimates. It also requires TARERREB G BERRAT
management to exercise its judgement in the process of R E B o 5 Rm 2 H B SE AT
applying the Group'’s accounting policies. The areas involving WER - o RERNEFEA BB ®mE
a higher degree of judgement or complexity, or areas where TR B AR R R b 5T H 8IS 73
assumptions and estimates are significant to the consolidated BER -

financial statements are disclosed in note 3.

Certain comparative figures have been reclassified to conform ETURBEFEETDBEUFA
to the current year's presentation. FEZE2-
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies 2. FESHBERHBE (&)
(continued)
(a) Basis of preparation (continued) (a) #HREEZE(HE)
(i)  New and amendments to HKFRSs that are (i) REEEBHENLZFTTRAE
mandatorily effective for the current year AT BB B R EER
The Group has applied the following new and REBRAFEEREANUT
amendments to HKFRSs and an interpretation issued by BAGEHEV AR 2R R
the HKICPA for the first time in the current year: KIERT BBV B ImEREAA R
Y=
HKAS 19 Plan amendment, curtailment EREIEAE19% Bl - ERRER
(Amendment) or settlement CHES)
HKAS 28 Long-term investments in Bepp eyt REERRNAERE
(Amendment) associates and joint (BFTA) NESEE
ventures
HKFRS 9 Prepayment features with B BREE BEERENRNEN
(Amendment) negative compensation 9% (fB3TH) B
HKFRS 16 Leases BRI BREED BE
£16%;
HK (IFRIC)-Int 23 Uncertainty over income tax FE(ERMBRERE FERRRNTHEE]
treatments ZEE) - REEBY
Annual improvement  Annual improvement 2015- FREAEER “E-RFEC 4R
project 2017 cycle BRFENE
Except as described below, the application of the new BRI SCATALON - PARFE
and amendments to HKFRSs and the interpretation in AR RG] B M S
the current year has had no material impact on the HRIAKRRE - BAREERAK
Group's financial performance and position for the FERRTFEE 2 MBRER
current and prior year and/or on the disclosures set out R &R E SR A ISR
in these consolidated financial statements. RITEFI 2 WBELEE XY
2 o
HKFRS 16 “Leases” — Impact of adoption BB ERE 1695 [1H
E|l-ERAZZE
The Group has adopted HKFRS 16 from 1 January 2019, N—ZE-NF—A—H &%
resulting in changes in accounting policies and EERE BV HMEERIE 16
adjustments to the amounts recognised in the 9% EHEIHBREEUARR
consolidated financial statements. In accordance with FEVBHRETHEERSR
the transition provisions in HKFRS 16, the Group has TEHFAE - RIBB B BEHRE
adopted the simplified approach for transition to the ZEHIFE 165 HBIEIRS - KR
new lease standard. The reclassification and the EERABE T AREEIME
adjustments arising from the new rules are therefore EXR - FL - IRIBFRAIE
not reflected in the consolidated statement of financial ER B DRNAR AR REE
position as at 31 December 2018, but are recognised in —E-N\Et+A=+—RH2z
the opening consolidated statement of financial FEBRART  MERZ
position on 1 January 2019. T-NE-A-BNEYES

MR R P RER -
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

Summary of significant accounting policies

(continued)

(a)
(i)

Basis of preparation (continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(continued)

HKFRS 16 “Leases” — Impact of adoption (continued)

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously
been classified as “operating leases” under the
principles of HKAS 17 “Leases”. These liabilities were
measured at the present value of the remaining lease
payments, discounted using the lessee’s incremental
borrowing rate as of 1 January 2019. The weighted
average lessee’s incremental borrowing rate applied to
the lease liabilities on 1 January 2019 was 3.5%.

2.

TESTERBE (&)

(@) HREEE(H)

(i)

REFEIBH L2 AT RAZ
1EETE BRI B EER (F)

BB & ERE 165 1
E|—ERZZEE)
REMBBMBEREERNE16
5 AEEBEAREEES
FHERIE7SRIAE MR A
DERIKEEEINEER
REERE - ZFABENUFER
HENRSBENREE - I
ERABRAR-_Z—NF—H
— A B % B8 R R T
B-R_B-NF—-A—R@E
RAREE & E2ABEANEF
138 B8R K 33.5%

2019
—E-hEF
HK$'000
FHERT
Operating lease commitments disclosed as at RZE—N\F+=A
31 December 2018 =+ —REBROKEHE
AIE 390,807
Discounted using the lessee’s incremental RERFEMR BB - DR
borrowing rate at the date of initial application AR S B HFER 356,203
Less: low-value leases not recognised as a liability B MERREBECKEE
HE (3,195)
Lease liability recognised as at 1 January 2019 RZT-NF—-—HA—B®ER
ZHERE 353,008

The associated right-of-use assets were measured at
the amount equal to the lease liability, adjusted by the
amount of any prepaid or accrued lease payments
relating to that lease recognised in the statement of
financial position as at 31 December 2018. There were
no onerous lease contracts that would have required an
adjustment to the right-of-use assets at the date of
initial application.

HEREREEERASNEE
BENSEAE IUR-E
—NE+ZA=+—HEMH
RNKERE BHENEME
N HEN KOS RIFL
HE - RYIRERBH - W&
ARG 2EEALD - B3l
EREEEFHAR -
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies
(continued)
(a) Basis of preparation (continued)

(i)

HRERKERRLE —E-AFFR

New and amendments to HKFRSs that are
mandatorily effective for the current year
(continued)

HKFRS 16 “Leases” — Impact of adoption (continued)

From 1 January 2019, leases are recognised as a right-
of-use asset (included in property, plant and equipment
which are presented in the consolidated statement of
financial position) and a corresponding liability at the
date at which the leased asset is available for use by the
Group. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged to
profit or loss over the lease period so as to produce a
constant periodic rate of interest on the remaining
balance of the liability for each period. The right-of-use
asset is depreciated over the shorter of the asset's
useful life and the lease term on a straight-line basis.

In applying HKFRS 16 for the first time, the Group has
used the following practical expedients permitted by
the standard:

J the use of a single discount rate to a portfolio of
leases with reasonably similar characteristics;

o reliance on previous assessments on whether
leases are onerous;

J the exclusion of initial direct costs for the
measurement of the right-of-use asset at the
date of initial application.

2. FESTHEEBE (B

(a) #&m&E
(i)

oL

2% (&)
R F I F2E R4 2 FTET RAE
BETE BRI B EER (&)

BB EERE 1655 1
E|—EHRZZE(E)

BE-F-NF-A—HE &
AEETEREEEEZR
HEERR —BEEREEE
FT AR BB K258
ME - BERRE) LAEER
- BFHENFTHERER
BMERAZE D - BEKA
HEHERAF ARG - UES
Hi R BRRRRAE L — B E A
Ko ERREERFHSEE
B EE A A i B S A A
(ABRIEH B2E) NEHRITE -

RE R IERE BT RS 4R
F1650 - NEBEFERAZE
BIFT AP A R AITTHEE 77
ok
. HAEREAUSHEN

HERAERE MR

e RIBRTEARH S H BT E
A ERBIERM

o WRRRUIHER B HE

ECRAEEENTIRE
BERAR o
91
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2. Summary of significant accounting policies 2. FEEHBEXBEE)
(continued)
(a) Basis of preparation (continued) (a) HEEEE)

(i)  New and amendments to HKFRSs that are (i) REFEBHENRZFGTRAE
mandatorily effective for the current year 1EFT & B % #H & ER ()
(continued)

HKFRS 16 “Leases” — Impact of adoption (continued) BB S ERIE 1695 [
E|l—-EBAzZE(E)
The adjustments on the consolidated statement of RZZE-NF—-—A—BHES
financial position as at 1 January 2019 are summarised ISR RAEH A T 2 - 1
below: BT
At Effect of At
Consolidated Statement of Financial & MHM R & 31 December adoption of 1 January
Position (extract) (F2) 2018 HKFRS 16 2019
e
BERBRE
R-F-N\F EAF16H R_F-NF
+ZA=+—H ZHE —A—8
HK$'000 HK$'000 HK$'000
TET FTET FTET
(as originally
presented) (restated)
(RAF8) (Z5)
Non-current assets FRBEE
Property, plant and equipment ME - BB KRG 5,876,308 353,008 6,229,316
Non-current liabilities FRBEE
Lease liabilities HE&RE — (287,019) (287,019)
Current liabilities RBEE
Lease liabilities HEaE — (65,989) (65,989)
5,876,308 — 5,876,308
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies 2. FESTHBORME (&)
(continued)
(a) Basis of preparation (continued) (a) HmEEE(HE)
(i)  New and amendments to HKFRSs in issue but not (i) EMEMEREZHEREE
yet effective EBHMBEREER
The Group has not early applied the following new and REEWEREFRANATEMR
amendments to HKFRSs that have been issued but are MEREBZ T REIETE
not yet effective: VR T RS AR
Effective for accounting
New standards and amendments periods beginning on or after
RUT B 2ZBEHRH
AT R AEMERT R S HBEXR
HKAS 1 and HKAS 8 Definition of material 1 January 2020
(amendments)
ERGIHERZ1RLEBSHEN EXENTES —E-FEF—-H—H
85 (IBETA)
HKAS 39, HKFRS 7 and HKFRS 9 Hedge accounting 1 January 2020
(amendments)
EEEERIEI9 - HEVBRE HhestEe —E-FEF—-H—H
HRIE75 R BBV B HmEERSE
95k ({EFTAR)
HKFRS 3 (amendment) Definition of a business 1 January 2020
ERUBRELEMEIN (BFTA)  EBHNESR —E-FEF—-H—H
Conceptual Framework for Revised conceptual framework 1 January 2020
Financial Reporting 2018 for financial reporting
“E-N\FPBRE ZBOIER Mg S 2 RIEFTHL R AE DR —E-FEF—-H—H
HKFRS 17 Insurance contracts 1 January 2021
R B RELERFET7R Riaa 8 —T-_—F—H—H
HKFRS 10 and HKAS 28 Sale or contribution of assets To be announced
(amendments) between an investor and its
associate or joint venture
FEMBRELENF 10K NEEGFT REFHREBEQARHAELE BERMH
BRI 285% (7T A) ZHBEEIEABE
Management is in the process of making an assessment B E IE ST R AR RSB
of the impact of these new standards and amendments ARSI B A EABRMENY
in the period of initial application. These new standards Z o FEHZ ST RSB AT
and amendments are not expected to have a material AN g B AT SR R RS A
impact on the Group in the current or future reporting REAREBRARARRZSE
periods and on foreseeable future transactions. BATE -
ARERKEERLT —T-hFER 93
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

Summary of significant accounting policies
(continued)

(b)

Consolidation

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

° has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.

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

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

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

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to a
proportionate share of net assets of the relevant subsidiaries
upon liquidation.

2.

TESTERBE (&)

(b)

W

,m/\ﬁﬂ‘&#ﬁﬁ%aﬁﬁ EIERAWAS
FRIEH B8 R AW E A Tﬂﬁﬁﬁfr’%iﬁ
REHFIERREAR

. BRI E T BB

. HERSERIRE T e A &

HeRBIEN R
. Bt NEREENZEED

e

5B RIFR R EX AR =R
HEREFR-HAZENE - AIK
SESEMIRIMAEIRRET -

7N 52 EIEAS MY B 1 B %2 i B (R
HEMBRRGEAE AR RAKHE
%‘%5’6% R B RN AR L AR - BB T

CFABEBEREERBRRZ
Hﬁzk&ﬁﬂi‘iﬁ*ﬁ’iﬁéﬁ %R
MGt AR Ra A E s
i\% BEEAKETBEMNZMER
AR -

WS IR B A R B R R IA
FEEHEABRANEEGHE—
B o

FTEEBAEERE ZHMNEER
BERAE  #Em - WA AXRR
ERECREARZEEHE -

R ARz FFERE R R AR E
REFNERZOFZS HEKHE
Bza AR TREAEMNRNER
FHZLL Pl (5 EREF B R RFEE -
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)

for the year ended 31 December 2019 # =

2.

FRERKRERRAT

CE-NF+ A=+ -HIEFE

Summary of significant accounting policies
(continued)

(b)

(c)

Consolidation (continued)

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for by
the company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments if
the dividend exceeds the total comprehensive income of the
subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including
goodwill.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is
reported in the statement of financial position where the
Group currently has a legally enforceable right to offset the
recognised amounts, and there is an intention to settle on a
net basis or realise the asset and settle the liability
simultaneously. The Group has also entered into
arrangements that do not meet the criteria for offsetting but
still allow for the related amounts to be set off in certain
circumstances, such as bankruptcy or the termination of a
contract.

Revenue from contracts with customers

Under HKFRS 15, the Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the
goods or services underlying the particular performance
obligation is transferred to the customer. The revenues are
presented as turnover in the consolidated statement of profit
or loss and other comprehensive income.

A performance obligation represents a good or service (or a

bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

Summary of significant accounting policies
(continued)

(c)

Revenue from contracts with customers (continued)
Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

o the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the
Group performs;

. the Group's performance creates and enhances an asset
that the customer controls as the Group performs; or

o the Group's performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

For direct sales of goods, revenue is recognised when control
of the goods has transferred, being at the point the customer
purchases the goods at the department stores.

For income from concessionaire and "After Purchase Order”
("APQ") sales, the Group recognises commission income over
time which it is entitled and is based on certain percentage of
sales made by the concessionaires and the APO clients in
accordance with the terms of contracts. When they fail to
meet the minimum guarantee income in accordance with the
terms of certain contracts, the minimum guarantee amount is
recognised as income as it is the amount that the Group has
the right to receive.

For service income, it represents advertisement and
promotional income from customers and the revenue is
recognised over time by reference to the progress towards
complete satisfaction of the relevant performance obligation
when the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the Group
performs.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the Group
has received consideration (or an amount of consideration is
due) from the customer.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies
(continued)

(c)

FRERRERRAT

Revenue from contracts with customers (continued)
Contracts with multiple performance obligations
(including allocation of transaction price)

For contracts that contain more than one performance
obligations including obligation to provide goods or services
to customers on complementary basis and customer’s options
to acquire additional goods or services for free or at a
discount in future granted under loyalty reward program, the
Group allocates the transaction price to each performance
obligation on a relative standalone selling price basis.

The stand-alone selling price of the distinct good or service
underlying each performance obligation is determined at
contract inception. It represents the price at which the Group
would sell a promised good or service separately to a
customer.

Over time revenue recognition: measurement of progress
towards complete satisfaction of a performance
obligation

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to
recognise revenue on the basis of direct measurements of the
value of the goods or services transferred to the customer to
date relative to the remaining goods or services promised
under the contract, that best depict the Group's performance
in transferring control of goods or services.

Accounting for unredeemed gift certificate and reward
points under customer loyalty program

The unredeemed gift certificate and reward points under
customer loyalty program is recorded as contract liabilities,
and reflect the value that is expected to be redeemed, i.e.
anticipated breakage.

Breakage will need to be estimated considering the guidance
on constraining estimates of variable consideration as well as
the Group's historical experience with gift certificate and
loyalty points under loyalty reward program. Revenue is
recognised in regard to breakage in the proportion of gift
certificate and loyalty points redeemed in that period and
likely to result in the acceleration of revenue when the
possibility of redemption becomes remote.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)

for the year ended 31 December 2019 # & —

T-NF+-A=T-ALEE

2. Summary of significant accounting policies
(continued)

(c)

Revenue from contracts with customers (continued)
Variable consideration

For contracts that contain variable consideration, the Group
recognises the amount of consideration to which it is entitled
using the most likely amount, which better predicts the
amount of consideration to which the Group is entitled.

The amount of variable consideration is included in the
transaction price only to the extent that it is highly probable
that such an inclusion will not result in a significant revenue
reversal in the future when the uncertainty associated with the
variable consideration is subsequently resolved.

The Group updates the estimated transaction price based on
issued statements to consignors and concessionaires
(including assessment of whether the variable consideration is
constrained) to represent fairly the circumstances present at
the end of the reporting period.

Principal versus agent

When another party is involved in providing goods or services
to a customer, the Group determines whether the nature of its
promise is a performance obligation to provide the specified
goods or services itself (i.e. the Group is a principal) or to
arrange for those goods or services to be provided by the
other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified goods or
services before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service by
another party. In this case, the Group does not control the
specified good or service provided by another party before
that goods or services is transferred to the customer. When
the Group acts as an agent, it recognises revenue in the
amount of any fee or commission to which it expects to be
entitled in exchange for arranging for the specified goods or
services to be provided by the other party.

The Group acts as an agent for concessionaire and APO sales
as the Group does not control the specific goods provided by
the consignors and concessionaires before goods transferred
to a customer.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)

for the year ended 31 December 2019 # =

2.

FRERKRERRAT

CE-NF+ A=+ -HIEFE

Summary of significant accounting policies
(continued)

(d)

Property, plant and equipment

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

Properties in the course of construction for production, supply
or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group's accounting policy.

Such properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use.

Depreciation is recognised so as to write off the cost of assets
(other than construction in progress) less their residual values
over their estimated useful lives, using the straight-line
method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

ltems of property, plant and equipment, other than
construction in progress, are depreciated after taking into
account their estimated residual value, using straight-line
method over the following useful lives:

Leasehold land and Over the lease terms or
buildings 40 years
Store and leasehold Over the shorter of lease
improvements terms or 10 years
Plant and machinery 5to 10 years
Furniture, fixtures and 5to 10 years

equipment

Motor vehicles 5years

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

amount of the asset and is recognised in profit or loss.

—E-hEER

2.

TESTERBE (&)

(d)

oL

ME - BERRE

ME - BERRERREEEDHIE
ARAEERRHERERE @ XA

TR A& (B TZRRIN RERE

BIT IR R TR T IR AR EL 1R RET

FERERRFRERE(WAE)J

B o

HEETREAHEE HEXEEZ
W) 2 THAE AR AR RUE AT B RE R BB
BIR -KABEEXRERRIZA
SEEHABERAEREEREAR
TEEERA -

ZEMERER B AERTER
B REgEsBEsmE- JP?SZ)%&
e

FEDREERAN (BRERIREIN
AEr AT M E - A RIRE
B1& AP FRAMIE LKA
B o hErAMEREH - At RIRERE
R EER B ERSHEREN
MR AR 28 2 FEAREEE
HEDI B o

BRIERTIZIN - % - BB MR ER
B st REMGFRISEER - AF
BEBEZ TIIERFHAENE

HETHEET RENFHIETF
EHEAEME RENFHRITF
K ABEE BE)
B Res TFETH
Bk BERER REETHF
B
E hF
ME - BERRBEHERENEERK
i‘EH\HEIéHﬁT\MQﬁ,t@EFHéTFZ%
1518 F 25 By 51 Bk AR, © & Bk TR
E‘ﬂ%% R EEE ELE 2T
sk EE (R EMEREEE
REEZZEE) NMESER -
99

’
] ‘%\'I



Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

100

Summary of significant accounting policies
(continued)

(e)

(f)

Investment property

Investment property is property held to earn rentals and/or
for capital appreciation (including properties under
construction for such purposes).

Investment property is initially measured at cost, including any
directly attributable expenditure. Subsequent to initial
recognition, investment property is measured at their fair
values. Gains or losses arising from changes in the fair value of
investment property is included in profit or loss for the period
in which they arise.

Construction costs incurred for investment property under
construction is capitalised as part of the carrying amount of
the investment property under construction.

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

Leases

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 control the use of an
identified asset for a period of time in exchange for
consideration. Such determination is made on an evaluation
of the substance of the arrangement, regardless of whether
the arrangements take the legal form of a lease.

From 1 January 2019, leases are recognised as right-of-use
assets and the corresponding lease liabilities at the dates at
which the leased assets are available for use by the Group.

Assets and liabilities arising from a lease are initially measured
on a present value basis.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies
(continued)
(f) Leases (continued)

(i)

FRERKRERRAT

Lease liabilities
Lease liabilities include the net present value of the
following lease payments:

o fixed payments (including in-substance fixed
payments), less any lease incentives receivable;
and

J payments of penalties for terminating the lease, if

the lease term reflects the Group, as a lessee,
exercising an option to terminate the lease.

The lease payments are discounted using the interest
rate implicit in the lease, if that rate can be determined,
or the Group's incremental borrowing rate, being the
rate that the Group would have to pay to borrow the
funds necessary to obtain an asset of similar value in a
similar economic environment with similar term and
condition.

To determine the incremental borrowing rate, the
Group:

o where possible, uses recent third-party financing
received by the Group as a starting point,
adjusted to reflect changes in financing
conditions since third party financing was
received;

o uses a build-up approach that starts with a risk-
free interest rate adjusted for credit risk for
leases held by the Group, which does not have
recent third party financing; and

o makes adjustments specific to the lease.

The Group is exposed to potential future increases in
variable lease payments based on an index or rate,
which are not included in the lease liability until
effective. When adjustments to lease payments based
on an index or rate take effect, the lease liability is
reassessed and adjusted against the right-of-use asset.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2. Summary of significant accounting policies
(continued)
(f) Leases (continued)

(i)

(ii)

(iii)

102

Lease liabilities (continued)

Lease payments are allocated between the principal
and finance cost. The finance cost is charged to the
consolidated income statement over the lease period
so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

Right-of-use assets
Right-of-use assets are measured at cost comprising
the followings:

. the amount of the initial measurement of lease
liability;

o any lease payments made at or before the
commencement date, less any lease incentive
received;

. any initial direct costs; and

° restoration costs.

The right-of-use assets are amortised over the shorter
of the assets’ useful lives and the lease terms on a
straight-line basis.

The Group measures the right-of-use assets that meet
the definition of investment property using the fair
value model applied to its investment property. Right-
of-use assets linked to owner occupied buildings are
measured applying the cost model relevant to that
specific class of property, plant and equipment.

After 1 January 2019, all leases that meet the definition
of investment property are classified as investment
property and measured at fair value.

Low value and short-term leases

Payments associated with all leases of low-value assets
are recognised on a straight-line basis as an expense in
profit or loss.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies
(continued)
(f) Leases (continued)

(iv)

FRERKRERRAT

The Group as lessor

Rental income which are derived from the Group's
ordinary course of business are presented as turnover
in the consolidated statement of profit or loss and
other comprehensive income.

Accounting policies applied until 31 December 2018

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

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of
the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset.
Other than investment property measured under fair
value model, such costs are recognised as an expense
on a straight-line basis over the lease term.

Rental income which are derived from the Group's
ordinary course of business are presented as turnover.

The Group as lessee

Operating lease payments, including the cost of
acquiring land under operating leases, are recognised
as an expense on a straight-line basis over the lease
term. Contingent rentals arising under operating leases
are recognised as an expense in the period in which
they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as
a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight-line basis.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

Summary of significant accounting policies
(continued)

2.

TESTERBE (&)

(f) Leases (continued) (fh WHE@E
(iv) The Group as lessor (continued) (iv) FEFESBHHEA ()

Accounting policies applied until 31 December 2018 EBHZE_ZFE—-NVF+_H
(continued)) =+ —HABIFREEBER ()
Leasehold land and buildings HETHRETF
When the Group makes payment for a property interest EAKER-—ERSHELM
which includes both leasehold land and building RIEFMITRZ WEERMR
elements, the Group assesses the classification of each o AEEE IR ETERE
element separately based on the assessment as to R B R A S R A mE
whether substantially all the risks and rewards incidental BRELGCEBIIAREE - B
to ownership of each element have been transferred to SAHMEB TR D c RIER
the Group, unless it is clear that both elements are RREEHD R Z PR BT =19 248 S
operating leases in which case the entire property is & EERBAT  BEME
accounted as an operating lease. Specifically, the entire AIFEREEHEAR - A58
consideration (including any lump-sum upfront A BIERE(BEEM—
payments) are allocated between the leasehold and the IRVELR AT TR AT 30 YR HERR
building elements in proportion to the relative fair iR T TR RIEFITERAN
values of the leasehold interests in the land element TR A TE - KL
and building element at initial recognition. Pl 5 B2+ 3 RAEF o
To the extent the allocation of the relevant payments WMIE—E2E _FAER AR
can be made reliably, interest in leasehold land that is SEMEDE - FAE T ihkERSA]
accounted for as an operating lease is presented as VATIE A M & ROIE SR 4R
“prepaid lease payments” in the consolidated R ImRT IR AL EE
statement of financial position and is amortised over g WEHERANETHERE
the lease term on a straight-line basis except for those EEEE - R ATEEX TS
that are classified and accounted for as investment BAGIRAIRE MR - &
properties under the fair value model. When the N AR SO RERE L
payments cannot be allocated reliably between the WREFILER - BIEYE—
leasehold land and building elements, the entire MRERZHE Tt AREHRE
property is generally classified as if the leasehold land is fEERHA
under finance lease.

(g) Provisions (9) #BE

Provisions are recognised when the Company has a present

legal or constructive obligation as a result of past events, it is

probable that an outflow of resources will be required to

AR EBEREFANE & DX
ESEEEE  ERIBREIARE
TEBEML MABSBEEAER

B R R EERRE -

settle the obligation; and the amount has been reliably
estimated.

WHRZBEURE  KAZEE
BETEINEECREATEEEN
BRm - BMERBRE EA T —
R B EHERREANAT MK -
e ERREE -

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.
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2.

FRERKRERRAT

Summary of significant accounting policies
(continued)

(9)

(h)

Provisions (continued)

Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of
time is recognised as interest expense.

Foreign currencies

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

Exchange differences arising on the settlement of monetary

items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.
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2.

106

Summary of significant accounting policies
(continued)

@i

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax. The tax currently payable is based
on taxable profit for the year. Taxable profit differs from profit
before taxation because of income or expense that are
taxable or deductible in other years and items that are never
taxable or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to the
extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.

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

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

2.

TESTERBE (&)

0]

BiE

PSS R 3R 1T MR IR 1R SR T
WIRZ @M - RITEBRAETIIRA
FRERVE MG E o BRTEN
PEFAE A F E A BRI FHK
WIERB - G AB AR LA
EHFHIAR - BARRBATER - &
SEEMATHAZABRNEE
HEEMS AR LEEM 2 BEE
“ o

BRERBREAVBRRPEER
B ERRE (B E A HERTUE N T
MHENERZREER - MEERE
RREER - RBEERR/ETEHRA
BE-EERBREENNERTLE
MARREE AT B B 28 T A
MR - BHEARERZREAY
THRGEREBAH) T ERR
MBI ZESHENNZHH
BEMBEMSIE AT SEREZ
EFREEEMALE -

BEERBEEDRNMB AR 2K
BFfFEAXZERERTZEER -
HEfin AN SR B BE P I B By 2 3R 2 ¢ [
NREREZRARETENARE
REEEIRRSN - ATHURE R ZRE L
ZIEERAEEE (BZERERR)
ERATREAS B B 49 M8 SR A4 A 7] B
RERZR MG BRFEHR
A TR R AR BB 2 BN T T3 T IARE

7
o ©

RIER TR E EREEN RS SR
HRea  XRTAIEEE B MR
798388 ) LA b 1@ 2 BB = AR o3 & 2E B AR
H R

ERE BB A B T A (B TR
BMAE R DB AR B
ERBUE REEEBAEREE
EMAERS  REHABRER
GESTE

Lifestyle International Holdings Limited Annual Report 2019



Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2.

FRERKRERRAT

Summary of significant accounting policies
(continued)

0]

Taxation (continued)

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.
Current and deferred tax are recognised in profit or loss.

For the purpose of measuring deferred tax arising from
investment property that is measured using the fair value
model, the directors of the Company have reviewed the
Group's investment property portfolio and concluded that the
Group's investment property is held under a business model
whose objective is to consume substantially all of the
economic benefits embodied in the investment property over
time.

Therefore, in determining the Group's deferred taxation on
investment property, the directors of the Company have
determined that the presumption that the carrying amounts
of investment property measured using the fair value model
are recovered entirely through sale is rebutted. Accordingly,
deferred tax relating to investment property is determined on
the basis of recovery through use.

The Group considers the lease as a single transaction in which
the asset and liability are integrally linked, so there is no net
temporary difference at inception. Subsequently, as
differences arise on settlement of the liability and the
amortisation of the leased asset, there will be a net temporary
difference on which deferred tax is recognised.
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2.

108

Summary of significant accounting policies
(continued)

0]

Impairment losses on non-financial assets

At the end of each reporting period, the Group reviews the
carrying amounts of its non-financial assets with finite useful
lives to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the relevant asset is
estimated in order to determine the extent of the impairment
loss (if any).

The recoverable amount of non-financial assets are estimated
individually, or when it is not possible to estimate the
recoverable amount of an asset individually, the Group
estimates the recoverable amount of the cash-generating unit
to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash generating units,
or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent
allocation basis can be identified.

The recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pretax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset (or a cash generating unit) for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. In allocating the
impairment loss, the impairment loss is allocated to reduce
the carrying amount of the assets on a pro-rata basis based on
the carrying amount of each asset in the unit. The carrying
amount of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment loss
that would otherwise have been allocated to the asset is
allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (or a cash-generating unit)
in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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2.

FRERKRERRAT

Summary of significant accounting policies
(continued)

(k)

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instrument. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time
frame established by regulation or convention in the market
place.

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance
with HKFRS 15. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit or loss ("FVPL")) are added to or
deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.

Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Effective interest method

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

Financial assets

Classification and subsequent measurement of financial assets
Financial assets that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business model whose

objective is to collect contractual cash flows; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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2.

Summary of significant accounting policies
(continued)

(k)

Financial instruments (continued)

Financial assets (continued)

All other financial assets are subsequently measured at fair
value.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group manages
together and has a recent actual pattern of short-term
profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised cost
or fair value through other comprehensive income ("FVOCI")
as measured at FVPL if doing so eliminates or significantly
reduces an accounting mismatch.

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying the
effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have
subsequently become credit-impaired. For financial assets
that have subsequently become credit-impaired, interest
income is recognised by applying the effective interest rate to
the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit-impaired
financial instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised by
applying the effective interest rate to the gross carrying
amount of the financial asset from the beginning of the
reporting period following the determination that the asset is
no longer credit impaired.
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2. Summary of significant accounting policies
(continued)

(k)

FRERKRERRAT

Financial instruments (continued)

Financial assets (continued)

Financial assets at FVPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVOCI or designated as
FVOCI are measured at FVPL.

Financial assets at FVPL are measured at fair value at the end
of each reporting period, with any fair value gains or losses
recognised in profit or loss. The net gain or loss recognised in
profit or loss excludes any dividend or interest earned on the
financial asset which is included in the “interest and
investment gains/(losses)” line item.

Financial assets at FVOC/

Where the Group’s management has elected to present fair
value gains and losses on equity investments in other
comprehensive income, there is no subsequent
reclassification of fair value gains and losses to profit or loss
following the derecognition of the investment. Dividends
from such investments continue to be recognized in profit or
loss as “interest and investment gains/(losses)” when the
Group's right to receive payments is established.

Impairment of financial assets

The Group recognises a loss allowance for expected credit
loss ("ECL") on financial assets which are subject to
impairment requirements under HKFRS 9 (including trade and
other receivables, time deposits and bank balances). The
amount of ECL is updated at each reporting date to reflect
changes in credit risk since initial recognition.

The Group assesses on a forward-looking basis the ECL
associated with its debt instruments carried at amortised cost
and FVOCI. The impairment methodology applied depends
on whether there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of the
receivables, see note 30 for further details.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
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2. Summary of significant accounting policies
(continued)

(k)

Financial instruments (continued)

Impairment of financial assets (continued)

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a
default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the
financial instrument as at the date of initial recognition. In
making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-
looking information that is available without undue cost or
effort.

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly:

o an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

. significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

. existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change in the
regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk has increased significantly
since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and
supportable information that demonstrates otherwise.

2.

TESTERBE (&)

(k)

@I A (F)

EMEERE (&)

1= B 1 A W55 0

KRB EERREST B Y16 R A
KEARBEME  NREBESRRS
FemTAZEEQMER 21
MpER BT AZELEEON
BEBRAETTECE o PUETTULRHER - &
SEZRAEMAREBNTEERTE
BEER BEAEKARERAUEHE
7 H A6 B AR AR BB IR B AT X A5 A9
RIRE ML EHL o

& 4 Hn e - H%E.

FEEERRELTD K
ZEIATER :

. ST AENIIBEIAE) XA
MERFRERABERELS
KRB

. SIMEM IS ERERBRIERERES
£ PlIEnEE R Z ARG -
BB AREEROEER

. B ATRTRRIETS - MRSk
FORHEIR AR EE - FAHEK
tEHI S EBABITEEREE
HUHE

. BHALEXEETRNTERD
AR

. R BEREE AR
RERKEMHBREATHE
B BRKRBHISBEBARET
HEBE TG

BIEAEEAARRARBHER

ﬁﬁﬁﬁ?a i L AR SRS
il EAKFABHEMB/IA[ - K
‘ilﬁﬂﬂ?*ﬂ*%ﬂ B 916 R A

K KIEIEM -

Lifestyle International Holdings Limited Annual Report 2019
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2. Summary of significant accounting policies
(continued)

(k)

FRERKRERRAT

Financial instruments (continued)

Impairment of financial assets (continued)

Significant increase in credit risk (continued)

Despite the aforegoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly since
initial recognition if the debt instrument is determined to have
low credit risk at the reporting date. A debt instrument is
determined to have low credit risk if i) it has a low risk of
default, ii) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term and iii)
adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow obligations. The
Group considers a debt instrument to have low credit risk
when it has an internal or external credit rating of ‘investment
grade’ as per globally understood definitions.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase
in credit risk and revises them as appropriate to ensure that
the criteria are capable of identifying significant increase in
credit risk before the amount becomes past due.

Definition of default

For internal credit risk management, the Group considers an
event of default occurs when information developed internally
or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full
(without taking into account any collaterals held by the
Group).

Irrespective of the above, the Group considers that default
has occurred when the instrument is more than 90 days past
due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default
criterion is more appropriate.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)

for the year ended 31 December 2019 # & —

2.

T-NF+-A=T-ALEE

Summary of significant accounting policies
(continued)

(k)

Financial instruments (continued)

Impairment of financial assets (continued)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events
of default that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes
observable data about the following events:

(@)  significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past due event;

() the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e)  the disappearance of an active market for that financial
asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over one year past due, whichever occurs
sooner. Financial assets written off may still be subject to
enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if
there is a default) and the exposure at default. The
assessment of the probability of default and loss given default
is based on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased and
probability-weighted amount that is determined with the
respective risks of default occurring as the weights.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2. Summary of significant accounting policies
(continued)
(k) Financial instruments (continued)

Impairment of financial assets (continued)
Measurement and recognition of ECL (continued)
Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with the
contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial
recognition.
Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.
Derecognition of financial assets
The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable is recognised in
profit or loss.
Financial liabilities and equity instruments
Classification as debt or equity
Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in
accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an
equity instrument.
Equity instruments
An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.
Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.
Financial liabilities
All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVPL.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2. Summary of significant accounting policies
(continued)

(k)

U]

(m)

(n)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Financial liabilities at amortised cost

Financial liabilities including bank borrowings, bonds and
trade and other payables are subsequently measured at
amortised cost, using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or
loss immediately.

Derecognition of financial liabilities

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

Trade and other payables

Trade and other payables are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method. Trade and other payables are
classified as current liabilities unless payment is not due within
12 months after the reporting period.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are calculated using the weighted
average method. Net realisable value represents the
estimated selling price for inventories less all estimated costs
of completion and costs necessary to make the sale.

Borrowing costs

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

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

2.

FRERRERRAT

Summary of significant accounting policies
(continued)

(o)

(p)

(q)

(r)

(s)

(®

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services. All short-term
employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset. A liability is recognised for benefits
accruing to employees (such as wages and salaries and annual
leave) after deducting any amount already paid.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are
recognised as an expense when employees have rendered
service entitling them to the contributions.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating
decision-maker (“CODM"). The CODM, who is responsible for
allocating resources and assessing performance of the
operating segments, has been identified as the Executive
Directors of the Company that makes strategic decisions.

Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less provision for expected credit
loss. Trade and other receivables are generally due for
settlement within 30 days and therefore are all classified as
current.

Cash and cash equivalents

For the purpose of presentation in the consolidated
statement of cash flows, cash and cash equivalents includes
cash on hand and deposits held at call with financial
instruments and short-term bank deposits with original
maturities of three months or less that are readily convertible
to known amounts of cash and which are subject to an
insignificant risk of changes in value.

Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

2.

Summary of significant accounting policies
(continued)

(u)

(v)

(w)

Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of the
borrowings using the effective interest method. Fees paid on
the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable
that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw-down occurs.

To the extent there is no evidence that it is probable that
some or all of the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity services and
amortised over the period of the facility to which it relates.

Borrowings are removed from the statement of financial
position when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the
carrying amount of a financial liability that has been
extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred
or liabilities assumed, is recognised in profit or loss as finance
costs.

Borrowings are classified as current liabilities unless the group
has an unconditional right to defer settlement of the liability
for at least 12 months after the reporting period.

Interest income
Interest income is recognised on a time-proportion basis
using the effective interest method.

Dividend distribution

Provision is made for the amount of any dividend declared,
being appropriately authorised and no longer at the
discretion of the entity, on or before the end of the reporting
period but not distributed at the end of the reporting period.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

3. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

Significant estimates and assumptions concerning the future may be
required in selecting and applying accounting methods and policies
in these financial statements. The Group bases its estimates and
assumptions on historical experience and various other assumptions
that it believes are reasonable under the circumstances. Actual
results may differ from these estimates or assumptions.

The following is a review of the more significant estimates and
assumptions used in the preparation of these financial statements.

(@) Fair value of financial assets at FVPL and financial
assets at FVOCI

The fair value of financial assets at FVPL and financial assets at
FVOCI that are not traded in an active market is determined
by using valuation techniques. The Group uses its judgement
to select a variety of methods and determine the fair values
primarily based on the purchase price paid by the Group, net
asset value and taking into account of the analysis of the
investees' financial trends and results, risk profile, prospects,
industry trends and other factors. The key assumptions
adopted on projected cash flow are based on management's
best estimates.

(b) Valuation of investment property
The fair value of investment property under development is
determined by reference to independent valuation. For the
Group's investment property under development, the fair
value reflects the expectations of market participants of the
value of the property when it is completed, less deductions
for the costs required to complete the project and
appropriate adjustments for profit and risk. The valuation and
all key assumptions used in the valuation should reflect
market conditions at the end of each reporting period. The
key assumptions include relevant market rents, capitalisation
rates, estimated total construction costs for the proposed
development and the cost that have been expended on the
development works in arriving at the market value of the

property.
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

120

Turnover 4.
Turnover represents the amount received and receivable for goods
sold by the Group to the customers (net of discounts), income from
concessionaire sales, income from APO sales, service income and
rental income during the year in Hong Kong, and is analysed as

TP
EREEAEEFAREENERLER
o BB R GBI T - KRBT E
BHE WA - KREHERTEHE 2
A BREAARBESWA - AT

follows:
2019 2018
—E-NF —ZE-NF
HK$'000 HK$'000
FET FET
Recognised at a point in time: EEEREHER
Sales of goods — direct sales EREE —BEHEE 1,212,022 1,562,484
Recognised over time: PEE SR TR -
Income from concessionaire sales KEBFTFEBHESEZ WA 1,698,204 2,095,041
Income from APO sales REHEERITEHEZ WA 461,455 535,326
Service income i N 129,404 125,470
Revenue from contracts with customers HEE AN 3,501,085 4,318,321
Rental income Ea WA 40,947 39,689
Total turnover MR 3,542,032 4,358,010

The Group recognises revenue from the following major sources
which arise from contracts with customers:

For direct sales of goods, revenue is recognised when control of the
goods is transferred, being at the point the customer purchases the
goods at the department stores. Payment of the transaction price is
due immediately at the point the customer purchases the goods.

For income from concessionaire and APO sales, the concessionaires
and consignors will pay the Group at the higher of minimum
guarantee commission and certain percentage of their sales in
accordance with the terms of contracts. The Group receives the
entire sales proceeds from customers on behalf of the
concessionaires and consignors and reimburse the sales proceeds
back to concessionaires and consignors after deducting its share of
the income.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

5. Segment information 5. oEER
The Group's operating activities are attributable to a single REEEM B mE LR FESF [ LEH ] -
operating segment under HKFRS 8 “Operating Segments” which REBERSETBREENE —LL 50
focuses on the operation of department stores, property EEBEIRAEENRLE MEFEER
development and investment in Hong Kong. This operating BE  ZEEDHBIRBERFEEBUBER
segment has been identified on the basis of internal management EAER (NP FE 2P 58 ) B9 & 5T BUR SR B EY
reports prepared in accordance with accounting policies that NESEERRMERT  WHFELERRE
conform to HKFRSs as disclosed in note 2, that are regularly ([EEZEREEDBIARRRITES)
reviewed by the chief operating decision makers (“CODM") (i.e. the EHERN FERERRETHEMNLRE
executive directors of the Company). The CODM regularly reviews EEER ST RFERER - EHEIR
revenue analysis and profit for the year of the Group as a whole to DEORE - At - W R E S E R LS
make decisions about resource allocation. Accordingly, no separate B ME R 5 B & K} o
segment information other than entity level information is prepared.
The Group's operations are located in Hong Kong. The Group's REBWEBLRES - NEBHOIERD
non-current assets are all based in Hong Kong. The Group has no BENBEAREM RAFE  RNEEW
customers that contributed over 10% of the total revenue of the BETEMBARNEEAKZEI0%  (ZF
Group for the current year (2018: Same). —\F : HR)
6. Other income, gains and losses 6. HA - mREE
2019 2018
—B-NEF —E-)\F
HK$'000 HK$'000
FTHERT THET
Management fee income EIEE WA 76,463 64,953
Credit card recharge ERAFRERLDH 25,295 28,107
Net exchange gain/(loss) SRIE N S (E5E) 20,531 (10,091)
Others Hitb 24,876 25,538
147,165 108,507
7. Interest and investment gains/(losses) 7. NERREWZE (EE)
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FTHER FET
Interest income on bank deposits RITIF R 2 FBIWA 201,670 159,022
Dividend income from financial assets at BRATEF AR eREEY
FVPL B EHA 59,650 74,934
Dividend income from financial assets at BRATEFAEMEERZ 2
FVOCI TREEZRBEBA 2,919 —
Interest income from financial assets at BRATEF AR eREEY
FVPL UBSE ON 72,086 11,052
Fair value change of financial assets/ BRATESFABRZEMEE
liabilities at FVPL BEZATVEE 403,851 (515,979)
740,176 (270,971)
IREESEARLE —S-AEER 121
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

122

Finance costs

BE R A

2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FHERT TR

Interest expenses on: IATIEBZAE
Bank borrowings RITEE 340,011 281,896
Bonds &7 266,956 212,676
Lease liabilities HEAaE 12,355 —
619,322 494,572

Less: Amounts capitalised in construction B ERIEMERREMEL

in progress and investment ERbew
property under development (254,084) (212,385)
365,238 282,187

Borrowing costs capitalised are interest expenses incurred for
financing the development of qualifying assets. The capitalisation
rate used to determine the amounts of borrowing costs eligible for
the capitalisation is 3.5% (2018: 2.7%) per annum.

BEERNMZEERAARERTNEER
BEZBREMEENFEIL -AREE
BERMCMEERNERZERNMEENE A
35% (=T —\&F :27%) °

Taxation BIE
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FERT FET

Hong Kong Profits Tax: ARG

Current tax RERFE 1A 334,021 423,874
Overprovision in prior years BEFEBLEME (30,546) (454)
303,475 423,420
Deferred tax (credit)/charge (note 25) RERE (), (Mi5E25) (27,975) 48,886
275,500 472,306

On 21 March 2018, the Hong Kong Legislative Council passed The
Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill") which
introduces the two-tiered profits tax rates regime. The Bill was
signed into law on 28 March 2018 and was gazetted on the following
day. Under the two-tiered profits tax rates regime, the first HK$2
million of profits of the qualifying group entity will be taxed at
8.25%, and profits above HK$2 million will be taxed at 16.5%. The
profits of group entities not qualifying for the two-tiered profits tax
rates regime will continue to be taxed at a flat rate of 16.5%.

The directors of the Company considered the amount involved
upon implementation of the two-tiered profits tax rates regime as
insignificant to the consolidated financial statements. Hong Kong
Profits Tax is calculated at 16.5% of the estimated assessable profit
for both years.
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

9. Taxation (continued) 9. HiE (&)
The taxation for the year can be reconciled to the profit before REEHRIBHEESER R EMEEEEE
taxation in the consolidated statement of profit or loss and other PRRBR AR M 2 SRR T -

comprehensive income as follows:

2019 2018

—E-NF —E-N\F

HK$'000 HK$'000

FHERT FET

Profit before taxation Bk Bt A0 5% A 2,166,176 2,162,376

Tax at Hong Kong Profits Tax rate REBNEHETE LA 357,419 356,792
Tax effect of income not taxable for tax AR A 2 HIER &

purposes (109,228) (45,017)
Tax effect of expense not deductible for TAMBREZ 2 BB E

tax purposes 38,480 153,489

Tax effect on utilisation of tax losses PAFAAERMIBEEZ

previously not recognised HEZE (1,327) (192)

Tax effect of tax losses not recognised AERHEEE2HEFE 21,278 7,642

Overprovision in prior years BEFEBZEE (30,546) (454)

Others HAh (576) 46

Taxation for the year REFHIA 275,500 472,306
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10.

124

Profit for the year

10. AFEREF

2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FERT FHET
Profit for the year has been arrived at after KEEZRFEHEGTA)
charging/(crediting): TFEE
Directors’ remuneration (note 11): EF5Me (FIsE11) -
Fees we 2,600 2,600
Salaries and allowances S N2 R B 8,400 7,500
Bonus TE4L — 15,000
Retirement benefits scheme contributions RORAE FIFT B3R 36 36
Staff costs, excluding directors’ MEBEEMEINZ B TRAK
remuneration 11,036 25,136
Salaries and wages FNRTE 211,949 229,036
Retirement benefits scheme contributions, R K& F 5T &I 4 F0R0S UL
net of forfeited contributions for staff BTITMHK 8,725 8,888
Total staff costs 8 THA 231,710 263,060
Auditor’s remuneration 2 Gl en 2,376 2,364
Depreciation of property, plant and mE - BERIEZTE
equipment 271,384 185,078
Rental expenses relating to variable lease FIEAE N PR 2 e H
payments 62,811 —
Rental payments paid under operating lease L& &ML THE L RIEF
in respect of leasehold land and buildings X1t 2 & FA — 171,739
(Gain)/loss on disposal/write-off of property, & MisE¥E « BEk&HE 2
plant and equipment (Uezs) B8 (168) 2,922
Cost of inventories recognised as expenses MR AN H Z FEKA 888,869 1,142,748
(Reversal of provision)/provision for trade JFEE LT R R R L At M R TR
and other receivables, net (Bt@), B B8 (11) 18
Provision/(reversal of provision) for obsolete & $517 S %, (#E) - F58
inventories, net (included in cost of sales) (T ASHERAR) 22 (26)
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for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

11. Directors’ and employees’ remuneration 11. EEREEME
Directors’ remuneration for the year, disclosed pursuant to the FRNEZNHEERBERN EMHRAR
applicable Listing Rules and HKCO, are as follows: BEERREOIHE Mo
Contributions
to retirement
Directors’  Salaries and benefits
fees allowances Bonus* scheme Total
ERER &
EEHE HeRER A = st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT T FTHT FHT T
For the year ended BE-Z-h&F
31 December 2019 tZA=t—-HLFE
Executive directors BITES
Ms. Lau Kam Shim 5%/ E 200 4,200 - 18 4,418
Mr. Lau Kam Sen ASREE 200 4,200 - 18 4,418
Non-executive directors FHITES
Mr. Lau Luen Hung, Thomas B Sy 1,000 — — — 1,000
Mr. Doo Wai Hoi, William HEEEE 200 - - - 200
Ms. Lau Yuk Wai, Amy AEELL 200 — — — 200
Independent non-executive BIFHTES
directors
Mr. Lam Siu Lun, Simon IR o 200 — — — 200
Mr. Shek Lai Him, Abraham Vabi-t St 200 - - - 200
Mr. Hui Chiu Chung FRFR L 200 — — — 200
Mr. Ip Yuk Keung E@mwiE 200 — — — 200
2,600 8,400 — 36 11,036
For the year ended HE-E-N\F
31 December 2018 +ZRA=+—RHLEE
Executive directors HITES
Ms. Lau Kam Shim 2154/ vE 200 3,750 7,500 18 11,468
Mr. Lau Kam Sen BoREE 200 3,750 7,500 18 11,468
Non-executive directors FHITES
Mr. Lau Luen Hung, Thomas Bkt 1,000 — — — 1,000
Mr. Doo Wai Hoi, William HEELEE 200 — — — 200
Ms. Lau Yuk Wai, Amy EES Y 200 — — — 200
Independent non-executive BYFHTES
directors
Mr. Lam Siu Lun, Simon MIKEE & 200 — — — 200
Mr. Shek Lai Him, Abraham VatiE St 200 — — — 200
Mr. Hui Chiu Chung R LA 200 — — — 200
Mr. Ip Yuk Keung E@mEE 200 — — — 200
2,600 7,500 15,000 36 25,136
The executive directors’ emoluments shown above were for their FlHTESMe NEERARAQFIRASE
services in connection with management of the affairs of the EEREE LRUERGE2ESHE -
Company and the Group.
The non-executive directors’ emoluments shown above were for FHERTEEHE IRFEALARRZ
their services as directors of the Company. EEMRHERE M -
The independent non-executive directors’ emoluments shown FMBVIERTEEME DEBFIEAERR
above were for their services as directors of the Company. RAIEEMRERE M -
* The bonus was determined with reference to performance and market * EARCANE B L E B THIEHY -

trends.
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11. Directors’ and employees’ remuneration 1. ESkEEMS (F)
(continued)
There was no arrangement under which a director waived or agreed RER R EEEMELFEHETA M
to waive any remuneration during the years. B2EHE
Of the five highest paid individuals of the Group for the year ended BHE_Z-NFT+_A=+T—BHLLFE "
31 December 2019, two of them (2018: two) were directors of the AEBREZRRHALF  WE(ZZE—N
Company whose remuneration are disclosed above. The remaining FMB) REARFESE  BzBlen X
three (2018: three) are employees of the Group, details of whose BE 2= (ZFT-N\F:=ZR)AAR
remuneration are as follows: REEEE  BEZMESFBERINNAT
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FHERT TR
Employees: ’E
Salaries, allowances and other benefits e FMEEMEF 5,700 5,986
Retirement benefits scheme RIKAE R ET B R
contributions 54 54
Performance related incentive HRIVAMH RS
payments — 778
5,754 6,818
The emoluments of the remaining three (2018: three) were within the EH#H=F (2 \F: ZR)&aH AL
following bands: ZHBMATFUTEHE
2019 2018
—E-NF AL
HK$'000 HK$'000
AH A#
HK$1,000,001 to HK$1,500,000 1,000,001 % 7T 2 1,500,0007% 7T 1 —
HK$1,500,001 to HK$2,000,000 1,500,001 % 7T 2 2,000,0007% 7T 1 1
HK$2,000,001 to HK$2,500,000 2,000,001 7T 2 2,500,000 7T — 1
HK$2,500,001 to HK$3,000,000 2,500,001 7 7T 2 3,000,000 7T 1 1
During the year ended 31 December 2019, no remuneration was BHE_Z-NFT+_A=+—BLEFE "
paid by the Group to the directors of the Company or the three REEWEARARBEFHI =4 (ZF—N
(2018: three) highest paid employees as an inducement to join or F=ZR)BEFEEXMNME - ARSIE
upon joining the Group or as compensation for loss of office. EMAREESIERMAREE 2 BE s

BERAEIE -
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12. Dividends 12. BB
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FHERT TR
Dividends paid in cash and recognised as FRRR S IR MR R K

distributions during the year: R
Final dividend for prior year: BEFERPIE

HK cents 37.0 per share (2018: HK cents BR37.08ML(ZZE—NEF:

34.3 per share) FRE34.37810) 555,709 549,687
Interim dividend for current year: REZH KRS

HK cents 30.0 per share (2018: HK cents FRI0.0BML (ZZE—NEF:

29.5 per share) FR%29.57%11) 450,575 456,501
Total 5t 1,006,284 1,006,188
Note: Subsequent to the end of the reporting period, the directors of the M5t RIREBMEERE  ARREFRETEH

Company resolved not to recommend payment of a final dividend (2018: IR ARBIRE (ZF—N\F : BI&37.084l) °
HK cents 37.0 per share).
13. Earnings per share 13. BRER
Calculation of the basic and diluted earnings per share attributable RABIHEEANBEBRERNREERTTY
to owners of the Company is based on the following data: BEATEEFHE
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FHET TR
Earnings for the year attributable to REEXRRREEABEEF

owners of the Company
Earnings for the year attributable to REFRARRBER ARG BT

owners of the Company 1,890,676 1,690,070

2019 2018
—E-NEF —ZE-N\F
‘000 ‘000
TR TR
Number of shares RHEE
Weighted average number of ordinary T m AR N HE 5 8L
shares 1,501,916 1,567,701
2019 2018
—B-hF —FT-)\F
Basic and diluted earnings per share BRERREERT HK$1.26 HK$1.08
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13. Earnings per share (continued) 13.
The diluted earnings per share for the year ended 31 December
2019 equals to the basic earnings per share as there are no potential
dilutive ordinary shares to issue during the year (2018: Same).

FRERN (&)
E_F-AETZA=t+—BILEES
SRBERASHRERERBF - ER
FROLAEMEETHEERR (ZT—/\
2 4AR) -

14. Investment property 14. REYHE
Under
development
T2
HK$'000
FET
At 1 January 2018 RZZE—N\F—HF—H 4,620,000
Additions ?QE 260,800
Fair value change N EEE 251,200
At 31 December 2018 R-_Z—)\F+-_A=+—H 5,132,000
Additions NE 382,736
Adjustments EREES 79,223
Fair value change NEEEE (173,959)
At 31 December 2019 R-ZE-NF+-_H=+—H 5,420,000

All of the Group's property interests held under leases to earn
rentals or for capital appreciation purposes are measured using the
fair value model and are classified and accounted for as investment
property.

The fair values of the Group's investment property at 31 December
2019 and 31 December 2018 were arrived at based on a valuation
using income approach carried out on that date by Cushman &
Wakefield was determined based on recent comparable rental
transactions in the relevant market (on the assumption that the
property had already been completed at the valuation date). It also
takes into account the estimated total construction costs for the
proposed development and the cost that have been expended on
the development works plus the developer’s estimated profit and
margin for risk. In estimating the fair value of the property, the
highest and best use of the property is their current use (2018:
Same).

AEBARBESRARAERIEERE
MZBETHENMBENEERRARF
BEEAFE  ADBRARBREDE -

REEBLEWER_ZT—NLF+=A
=+—HEZZE-NA\FF+ZA=+—8H
AFEDRESEZITRZAERBAE
EITHEMESE - WRETHAEEYEST
SHLHERS (BEZWEDEMRER
%m&)ﬁa%ﬁﬂﬁﬁﬁu%EM%@
BERALRBERTIREELHKA - B
FREBRNGHENBRRR - EHEDE
WAFERS SeMGEERAZSYE
ZRIERAS (ZZE—)\F : HR) -
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14. Investment property (continued) 14.

The following table gives information about how the fair values of

investment property are determined (in particular, the valuation

techniques and inputs used), as well as the fair value hierarchy into

which the fair value measurements are categorised (Levels 1 to 3)

based on the degree to which the inputs to the fair value

measurements is observable.

Fair value
hierarchy
DAFEER
£

Valuation technique(s) and

key input(s)

EEFENIERANSEH

Significant unobservable input(s)

EAEEBENBAZEY

REWE (&)
TREFINAEEREMELTELER
HEFERAERBALE) NERUEA
FEEREE REATFESE -
HEENATESESHNITEREES
B—E=H-

AFE

Relationship of unobservable inputs to fair value

EFBEENBASHRATENBE

Investment property under development: HK$5,420 million (2018: HK$5,132 million)
HEEREWE 54208BE T (ZE—N\F 5132688% )

Level 3
E=

Income approach The key

inputs are:

WAEEERA

(1) Capitalisation rate; and

EREEE R

(2) Market rent:
FAMSHES

Capitalisation rates:

Bk

Office: 3.125% (2018: 3.125%)
WAE 3125% (=% — \5F : 3.125%)

Retail: 4.000% (2018: 4.000%
TE 1 4.000% (=T —/\F : 4.000%)

Market rent:
EzikE

Office: HK$39 p.s.f. (2018: HK$41 p.s.f.)
WRE: BYHRIET
(ZZ2-N\F: BFFRUET)

Retail: HK$58 p.s.f.(2018: HK$60 p.s.f.).
ZE  BFAR8HET
(ZZ—N\F : FFR6O0BT)

Estimated project development cost of the property is
HK$5,829 million (2018: HK$5,829 million)

HHEIERRRAOMEXERSB9BEET
(ZZ—\F :589B&HBT)

Developer's estimated profit and margin for risk: 10%
(2018: 10%)
FEBOBEEFBMRR : 10%(ZF—/\F : 10%)

Details of the pledge of assets are set out in note 32.

FRERKRERRAT

—E-hEER

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

BARMEHEME  AFEYE-

The higher the price per square foot, the higher the
fair value

SFARERMS  AFEYS

it

The higher the estimated project development cost,
the lower the fair value.

BERAEREAMR A TELE -

The higher the developer's estimated profit and
margin for risk, the lower the fair value.

REBNGHENBNRRES A FEBE-

EREERMFBENMEI2
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. RYI72 kY
15. Property, plant and equipment 15. ¥ - BRERRE
Store and Furniture,
Leasehold land leasehold Plant and fixtures and Motor Construction in
and buildi impr hinery uif vehicles progress Total
ERR B BERE
HELHRETF BENERE BER#ES ERE Jat:d ERIR @t
(Note) (Note) (Note)
(M3E) (H3E) (P3E)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FER TER FET FER TER FEL
cosT BA
At 1 January 2018 RZE-N\F-A—-H 2,538,642 506,126 235,553 422,550 14,635 3,796,185 7,513,691
Additions RE — 50,096 11,625 37,007 — 257,515 356,243
Disposals/write-offs HE/ M - (18,027) (3,153) (7,694) - (28,874)
At 31 December 2018 RZZE-NE+ZA=1—H 2,538,642 538,195 244,025 451,863 14,635 4,053,700 7,841,060
Impact of HKFRS 16 adoption ROBERMBREENEHTE — 353,008 — — — 353,008
At 1 January 2019 (restated) Z-NE-A—-B(F7) 2,538,642 891,203 244,025 451,863 14,635 4,053,700 8,194,068
Additions — 19,861 2,899 21,556 802 367,762 412,880
Adjustments Eikd — — — — — (79,223) (79,223)
Disposals/write-offs HE/ M - (306) (99) (466) (954) - (1,825)
At 31 December 2019 RZB-NE+-A=+-A 2,538,642 910,758 246,825 472953 14,483 4,342,239 8,525,900
DEPRECIATION e
At 1 January 2018 RZE-NE-A—-H 1,158,564 309,872 155,264 170,236 11,679 — 1,805,615
Provided for the year FREE 47975 63,527 13,961 58,069 1,546 — 185,078
Disposals/write-offs e/ — (17,224) (1,849) (6,868) — — (25,941)
At 31 December 2018 RZE-\F+-ZA=+—H 1,206,539 356,175 167,376 221,437 13,225 — 1,964,752
Provided for the year FRRE 47975 150,589 13,448 58,428 944 — 271,384
Disposals/write-offs HE/ M - (306) (99) (409) (954) - (1,768)
At 31 December 2019 RZZ-NE+ZA=1—H 1,254,514 506,458 180,725 279,456 13,215 — 2,234,368
NET BOOK VALUES REFE
At 31 December 2019 RZE-NETZA=T—H 1,284,128 404,300 66,100 193,497 1,268 4,342,239 6,291,532
At 1 January 2019 (restated) R=F-NE—A—A (&) 1,332,103 535,028 76,649 230426 1410 4,053,700 6,229,316
At 31 December 2018 RZZ-\F+-A=+—H 1,332,103 182,020 76,649 230,426 1,410 4,053,700 5,876,308
Notes: B 5
Included in construction in progress are borrowing costs capitalised during the ERIREEFABEEARLZEERANR
year amounting to approximately HK$120,911,000 (2018: HK$106,113,000). 120,911,000 7T ( == — )\ 4F : 106,113,000/ 7T) °
From 1 January 2019, leases are recognised as a right-of-use asset (in which B-Z-NF-A—Bke HEDREEEENMH
leasehold land and properties leases are presented within property, plant and AEBFERAERERRTAREE(EPHEEL M
equipment in the consolidated statement of financial position) and a EMERED2IRGEEMBIRARZDE - BE
corresponding liability at the date at which the leased asset is available for use by REEFR) RAEEEE -
the Group.
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15. Property, plant and equipment (continued) 15. Y% - RERRE (&)
Details of the right-of-use assets are as follows: CREEEFBNT
31 December 1 January
2019 2019
—E-hF —Z-NF
+t=A=+—-8H —HA—H
HK$'000 HK$'000
FTHET TET
Right-of-use assets EREEE
Leasehold land HELH 978,260 1,003,235
Store and leasehold improvements EEREEMERE 274,160 358,472
Construction in progress EEmE 3,400,967 3,473,369
4,653,387 4,835,076
2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FTHET FET
Depreciation charge of right-of-use assets fFAREENEXH
Leasehold land HE L 24,974 —
Store and leasehold improvements ERMREEMEEE 84,313 —
Construction in progress Mm% 72,402 —
181,689 —
There are no addition of right-of-use assets during the year. FATENEEREEE -
In 2019, the cash outflow related to principal elements of lease RZZ2—NE HEEGELASH k&
liabilities and finance cost were HK$65,988,000 and HK$12,355,000 AN KBRS 2 3R €07 H 9 Bl 465,988,000 7T
respectively. 112,355,000/ 7T °
Details of the pledge of assets are set out in note 32. BRABERINFS - SNMEE32 -
16. Inventories 16. 78
2019 2018
—E-hEF —E-)N\F
HK$'000 HK$'000
FHET FHET
Finished goods B2IRK 38,644 44,790
Less: provision for obsolete inventories B B ETEERE (29) (7)
38,615 44,783
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17. Trade and other receivables 17. BYRA KR H bW FIE
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FET
Trade receivables, gross FEUER R - 2% 37,322 91,633
Less: Provision for expected credit loss B TRHEERREE (2,201) (2,212)
35,121 89,421
Prepayments TEfTER R 30,348 24,892
Deposits paid Btz e 2,847 2,293
Interest receivables FEULF B 31,070 34,300
Others HA 3,425 3,875
102,811 154,781
As at 31 December 2019, trade receivables from contracts with RZZE-NE+A=+—8 XEEFT
customers amounted to HK$37,322,000 (2018: HK$91,633,000). & %) H) FE YR BR 3% A37,322,0008 T (=&
— /\£F : 91,633,000/ 7T)
The Group's retail sales to customers are mainly made in cash, REBRBETELNZEHEZTZUR
through debit card or credit card payments. Its major trade © BRTHERIEARTR  REEE
receivables arising from credit card sales which are normally settled ERETRE —BR—EMETIIER K
in one to two business days in arrears and the rental income B ERRHEE BTEN=TARKE E
receivables are normally settled 30 days in arrears. The following is WA SHA o AT REUARK (FIBRIEEE
an aged analysis of trade receivables net of the expected credit loss ERX)RBEZEHZIRER ST :
presented based on the invoice date:
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FER FET
0-30 days OHZ=30H 27,989 86,079
31-60 days 31THZ60H 4,335 3,276
61-90 days 61HZE90H 1,703 59
Over 90 days FEE90 H 1,094 7
35,121 89,421
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17. Trade and other receivables (continued) 17. PEUURR TR % HL ft FE U 5018 (48)
Movement in the provision for expected credit loss on trade EWERREHEERABEZ2E
receivables

2019 2018
—E-hF —E-)N\F
HK$'000 HK$'000
FHERT TR
Balance at beginning of the reporting W& BRAE R
period 2,212 2,194
(Reversal of provision)/provision for ERREHEEELR(BR),
expected credit loss recognised B (11) 18
Balance at end of the reporting period W AR 2,201 2,212
The fair value of the trade and other receivables approximates to its FE R TR e B A R R TE 2 A T B EAR
carrying value. E{EAE °
18. Financial assets at fair value through other 18. BAFVEHFAHEMEZEKREZS
comprehensive income MEE
2019 2018
= AN 2
HK$'000 HK$'000
FHERT FHET
Non-current assets FRBEE
Financial assets at FVOCI: RN ER AR 2 E WS
ZEREE
— Equity securities listed overseas — B ETRE 243,621 —
— Unlisted equity security —FLEmkE 389,500 —
633,121 —
Note: B 5
Financial assets at FVOCI comprise equity securities which are not held for trading, BAFESAEMEE NG @RIEESFELIER
and which the Group has irrevocably elected at initial recognition to recognise in EEE 2 RE - A% BB R 96 B R
this category. These are strategic investments and the Group considers this B UL IR R RER G HIAR SR o UL YRR IR E -
classification to be more relevant. REER AU SRR EABEH -
At 31 December 2019, certain financial assets at FVOCI were pledged as security RZFB-NF+_A=+—8 EFTERITFEFA
for short-term loan facilities granted to the Group. Details of the pledge of assets Hth2mEls e @ EEDBEMERERIR TAE
are set out in note 32. EEHERREE - BEEEEMFE - BRME32-
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19. BAFREFABBEZEHEE

19. Financial assets/liabilities at fair value through

profit or loss afE
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FHET
Non-current assets FREBEE
Financial assets at FVPL: BAFEFABRCERIEE
— Club debentures — GMES 15,871 19,137
Current assets REBEE
Financial assets at FVPL: BERFEFAEBER SREE
— Equity securities listed in Hong Kong REE ETRE 756,990 814,245
— Equity securities listed overseas RN ET RS 750,450 922,514
— Listed debt securities (note a) — &R (fita) 1,203,759 434,833
— Listed investment funds — R EES 111,960 455,275
— Unlisted hedge funds — I ETERES 18,666 161,017
— Unlisted investment funds — MR EES 146,721 280,082
— Unlisted debt security — ¥ mES 234,583 —
— Cross currency and interest rate — R XEBRAE=H
swaps (notes d and e) (fizEd Ke) 51,738 153
— Unlisted equity-linked notes (note c) — e TR ERBES
(Ki%Ec) 31,215 —
— Written put options (note b) — Roh A (Fi7Eb) — 12,880
3,306,082 3,080,999
Current liabilities REBEE
Financial liabilities at FVPL: BAFTEFABRZEREE
— Written put options (note b) — Rom B (i 5Eb) 12 —
— Cross currency and interest rate — XX G F N = 1 B
swaps (notes d and e) (Bt sEd Ke) — 3,773
12 3,773
Notes: M5t -
(@) The listed debt securities mainly represent investment in corporate bonds (@) FTEFEEEERBRAME L2 %

EFERE -

which are mainly listed in Hong Kong and Singapore.
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19. Financial assets/liabilities at fair value through 19. ROFEFTABRZEREE

profit or loss (continued) 8E(E)
Notes: (continued) fEE: (&)
(b) The written put options are derivative financial instruments. Details of the (b) LB MITET A - ROHEIRNFE
written put options are as follows: mE
Notional
amount/
Underlying variables Strike unit Expiry date
EZESE
HEREE TEE By Ep-CN=

At 31 December 2019
R=ZZB-NE+=A=+—-H

1 Month GBP Put US$ Call 1.2900 GBP 5 09 January 2020
ME A BRI FETRE EARE million —E-ZF—ANH
SEBRE

At 31 December 2018
R=ZF-NF+=A=+—H

EURO STOXX 50 Index (exercisable only at 2,975 to 3,200 points 643 18 January 2019 to
expiry date) 2,975%6 % 3,200, 15 March 2019
BOMETFESR 5018 8 (R BIER B A se 01T (0) —Z-hF-A+NBE
—F-NF=A+EA
S&P 500 ETF Trust (exercisable anytime until the US$230 to US$267 39,400 18 January 2019 to
expiry date) 2303 TTE267E T 15 February 2019
IEAE LS008 HETFE € (A A B HA A ATl B R R AN =
FfTEe) —T-hF-A+HH
Nikkei 225 Index (exercisable only at expiry date) 20,750 to 22,000 points 51,000 11 January 2019 to
B TEES (PRI BB A e miTee) 20,750% 2 22,000%4 8 March 2019
—E-hF—A+—HZE
—E-hF=ANH
(c) As at 31 December 2019, the unlisted equity-linked notes were (c) RZE—NF+ZA=+—8 ' FELmE
denominated in United States Dollars (“US$") with a principal amount of BEESEUAET(ETDAE &84
US$4,000,000. They had a tenor of 4 to 5 months. The unlisted equity-linked 4,000,000 7T » ZEEHFHRIESMEA -
notes were linked with shares listed in the United Kingdom (the FE LT RN E S R ETARG ([18
“Underlying Shares”). The final redemption amount at the maturity date Bt ) B8 - REIBANSRRBRISET)
was with reference to the performance of the share price of the Underlying 2ZHRBRHORERE R_FT—NF
Shares. The maturity dates of the unlisted equity-linked notes outstanding TZA=+—08  ELTRERBESF
as at 31 December 2019 were within one year and were therefore classified HEE—FA A2 BRRBDEE(ZZE
as current assets (2018: Nil). —)\F ) o
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
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19. Financial assets/liabilities at fair value through 19. BEAFEFABRZEREE

profit or loss (continued) BE (&)
Notes: (continued) MisE - (48)
(d) Major terms of the interest rate swaps are as follows: (d) FIRBEZ E2EFOT ¢
Notional amount Period Pay fixed Receive floating
XFEE
£HeHE R FIB Z & W EGE B R B 2 Fl =
At 31 December 2019
R=F-NF
+=A=+-~H
HK$500,000,000 15 July 2019 to 5 September 2024 1.48% p.a. 1-month HIBOR
each contract —ZE-hAFLtA+TRHAZE-Z-_WENAEAA -1.65% p.a. —ERZEBRITEEFRL
5% A #9500,000,0007% 7T FRILBEESF
B1.65E

At 31 December 2018

RZZE-NF
+=HA=+-—-8
HK$1,300,000,000 3 April 2018 to 3 April 2019/ 29 March 2018 to 1.66% p.a. 1-month HIBOR
each contract 29 March 2019 FB1.66[E —ERAZEBRITEZERS

HRAHI,300,0000008T —F-N\EFMNA=ZAE_FT-NAFNA=A/
- )\FZAZthHEZZ—ANHF

—A=t+AhA
The Group will pay fixed interest on the notional amount quarterly and RAEIEHEH  FAREENEZTEREE
receive floating interest on the notional amount monthly based on the LEXMNEEHEMREELHUDG AZF
interest rate swaps contracts (2018: Same). BB (ZF—N\F : BR) -
These interest rate swap contracts can be terminated by the Group at any AREE A AR B B ATE AR AR L2 A
time before the maturity date (2018: Same). ERHAH(ZE—N\F : HR) -
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for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

19. Financial assets/liabilities at fair value through
profit or loss (continued)

Notes: (continued)

(e)

At 31 December 2019, certain financial assets at FVPL were pledged
as security for short-term loan facilities granted to the Group. Details

Major terms of the cross currency swaps are as follows:

19. BEOFEFABBZEREE

&8E (&
CEENCY
@  RREEEMZEEEROT

Notional amount Maturity Pay fixed Receive fixed Exchange rate
XANEE W ERE
AEEH ZI8A FE 2 F = FB 2 Fl = E=
At 31 December 2019
R-EB-NF+=ZA=+-—H
US$50,000,000/HK$387,500,000 26 June 2025 4.32% p.a. 4.5% p.a. US$1:HK$7.75
each contract —E-REANAZTRA -4.38% p.a. FEASE 12£TTR7.75%87T
&3R4 #950,000,000% 7T, FRAREESF
387,500,000/% 7T 84382
The Group will pay fixed interest of 4.32% p.a. to 4.38 p.a. on notional AEE N EE R E % $§8387,500,000
amount of HK$387,500,000 quarterly and receive fixed interest of 4.5% BT F B 4.32FBEF B 4.382 EEF
p.a. on notional amount of US$50,000,000 semi-annually. BMIR 4% 2 & §850,000,0003 7T HUER - F
FEASEEEME
At 31 December 2018
R-ZB-NF+=A=+-—H
US$50,000,000/HK$387,500,000 26 June 2025 4.38% p.a. 4.5% p.a. US$1:HKS$7.75
each contract ZE-RAFANAZFTB FEA3BE FR45E 1ETTHTISETT
&34 #950,000,0005% 7T,

387,500,000/% 7T

The Group will pay fixed interest of 4.38% p.a. on notional amount of
HK$387,500,000 quarterly and receive fixed interest of 4.5% p.a. on

notional amount of US$50,000,000 semi-annually.

These cross currency swap contracts can be terminated by the Group at

any time before the maturity date. (2018: Same)

of the pledge of assets are set out in note 32.

HRERKERRLE —E-AFFR

W=

REERNEFTEREFE £ 7387,500,0008
TXNFEBABEEENEMREECH

50,000,000 7T Y BY +F 4 & 245/ B 5 7
B

AREE R AR B B ATEA SRR LR ER
XEREHAN(ZE—NF: HR) -

E-NEF+ZA=+—H BFRA
FEAABZZEREECERELER

RYAEERPERRE - BAEERF
FEIFERHIFES2

L
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Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

20. Cash and cash equivalents and time deposits 20. AERAEEEYUREHFR
Time deposits represent bank deposits with original maturity date of THERAREIHABB=EA RN —
over three months and within one year. The balance as at 31 FANBRTER - R_ZE—NF+=A
December 2019 carried fixed interest rates ranging from 2.83% to =T B2 ERIREEFFE2.83EE3.55
3.55% per annum (2018: 2.51% to 4.45% per annum). Cash and cash Bt B8 (ZZT—N\F : FRE251EZE445
equivalents and time deposits carried interest at prevailing market &) - & RIREFEYURTEBFRILR
rates ranging from 0.01% to 3.78% per annum (2018: 0.01% to 4.35% AmSBMESE - FRENF001EE3.78
per annum). E(ZZ—N\F : FRENF001EZE435

2) -
Included in time deposits and cash and cash equivalents are the THREFARRE KR EEMEETS
following amounts denominated in currencies other than the NEAEE TR EEUINEE T ED
functional currencies of the respective Group entities: A
2019 2018
—B-AF —E-)N\F
HK$'000 HK$'000
FHET TR
uss$ ey 2,752,628 621,448
GBP HEE 42,645 4,489
RMB AREE 27,481 26,569
21. Trade and other payables 21. ENERRRHEMENSRIE
2019 2018
—E-NF —ZE-N\F
HK$'000 HK$'000
FET FETT
Trade payables FE A BR 3K 43,674 72,082
Concessionaire sales payables JEM SR EME I E SR 347,085 540,500
APO sales payables FERTIHE R AT EIHE IR 94,262 126,659
Rental deposits received SN ERS 16,193 16,831
Accrued expenses fERT S 168,873 224,967
Interest payables FEATH]E 90,974 37,956
Others Hitp 65,214 27,376
826,275 1,046,371
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for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

21. Trade and other payables (continued)

The following is an aged analysis of trade payables presented based

21. BARRRHEMENKRE (&)

AT ARBEHMREMNEIREERR

on the invoice date at the end of the reporting period: H 2 BRER 4T -
2019 2018
—E-NF —E-N\F
HK$’000 HK$'000
THEx THETT
0-30 days 0HZ30H 16,128 46,376
31-60 days 31THZ60H 23,996 23,114
61-90 days 61HZE90H 2 777
Over 90 days [ ECO)=! 3,548 1,815
43,674 72,082

The average credit period of trade payables and concessionaire

e BRI e R R BB S E SR 2 715

.

sales payables is within 45 days from the invoice date. The Group

has financial risk management policies in place to ensure that most
payables are settled within the credit time frame.

EEMAHBEERAHFHRASBE AR - RE
REVBREEEERE

TR K AR &

NHREREERRAA -

22. Contract liabilities 22. EHAEE
2019 2018
—g-nE | —T-A
HK$'000 HK$'000
FER FBT
Gift certificates 85 134,181 137,071
Deferred advertising income REESKA 2,524 13,123
Reward points under customer loyalty BRI T BN RE
program 1,589 3,302
138,294 153,496
Deferred advertising Reward points under
Gift certificates income customer loyalty program
2% BEEEERA SEHRBHBT2HIEE
2019 2018 2019 2018 2019 2018
ZE-NAE | CE)N\F | Z2-AE | ZE\F | ZB-hEF | 22 \F
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
TR FET FTER THET FTER FiET
Revenue recognised from contract liabilites ~ FHHEREANEEZ
at the beginning of the year s 91,964 115,043 13,123 3,480 3,302 8,131
FIRERKEARAT —ZF-AFFR

‘ -
4
‘ by ‘%'l



Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

22. Contract liabilities (continued) 22.
Typical payment terms which impact on the amount of contract
liabilities recognised are as follows:

—  Gift certificates
The Group sells gift certificates to customers who redeem
them for goods and services offered at the department
stores. The gift certificates are non-refundable and valid for
three years from the date of issue.

—  Deferred advertising income
The Group receives consideration in advance from customers
for using the Group's product displaying and advertising
services at a future date. The future obligation to deliver the
services result in contract liabilities being recognised until the
customers receive the service.

— Reward points under customer loyalty program

Under the Group's customer loyalty program, customers who
participate in the loyalty program can earn one reward point
for every dollar of their spending. For 10,000 points earned,
customers can redeem gift certificate with the face value of
HK$50, which can be redeemed for goods or services offered
at the department stores. Rewards points earned from
preceding twelve months to 30 June expire on 30 September
every year.

The following table shows the amount of unsatisfied performance
obligations resulting from reward points under customer loyalty

EHEE (E)
HISHRA VBB ERRYEN RS
fHEHm T

L

AEBRABEHERS  MzEs
iR aRRRfzEm MR -
BEETAROAEA#HE AME=
FRBEK -

IEAER & WA
EEERARABERANEEER
RAMESREE  AEEERE
E IR WERAE o ROR AR AR TS
WAL BRAWABRER BEE
BERBZER -

BHEBGET 2EEE
EASEEZ B EEET 28
BRI ERSEBIA LY
BREV1 9 » BREVE 10,0009 1% - B
BA B EESOB T8 S - kg
FA R BAEARREZE R
BogEhmA=1TEM+t @A
BB REANREENLA=TH
FIH7 -

TRARBEL B BHERRE (RERY
HIRA—FRAL) T2EDEEZREK

program with an original expected duration of one year or more: BHEEER
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FHERT TR
Expected to be recognised within TEEAR —F A HER
one year 1,589 3,302

The following table shows the amount of unsatisfied performance

TRATARELBMBTFHEZRS (RE

obligations resulting from gift certificates sold to customers with an TEERHARR B —F3A k) 2 REKBHEE
original expected duration of one year or more: SR
2019 2018
—E-hF —ZE—NF
HK$'000 HK$'000
FHET FHET
Expected to be recognised within TEERR —F N HER
one year 77,825 79,501
Expected to be recognised after one year TEHIR —F 2R 56,356 57,570
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23. Bank borrowings 23. RITEE
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FHET TR
Bank borrowings comprise bank loans and ~ $RITIEE B VITEFRAEMN - Wi
are analysed as follows: AT 34
Secured A HEH 11,712,178 11,214,249
Carrying amount repayable based on RENFEEARSEZEER
contractual repayment dates: FREE
Within one year (Note) —FNEE () 4,070,966 3,099,958
More than one year, but not exceeding —FRENBBMRE
two years 3,980,587 496,355
More than two years, but not exceeding MEREBNEIR=4F
three years 3,660,625 3,970,841
More than three years, but not =ZFIRETEBMNE
exceeding four years — 3,647,095
11,712,178 11,214,249
Less: Amount due within one year shown W SIARB BER —FREE
under current liabilities 2 FRIAE (4,070,966) (3,099,958)
Amount due after one year —F1&E|Hf 2 B 7,641,212 8,114,291
Note: B 5
An amount of approximately HK$573.4 million (2018: HK$603.6 million) was subject #5734B BB L (ZF—\F : 603.6AEE L) K
to repayable on demand clauses. THAZRNREREEGK
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23.

142

Bank borrowings (continued) 23.
Variable rate borrowings comprise:

RITEE ()

FRERERR

Carrying amount

BREE
2019 2018
—E-hEF —FE-)\F
HK$'000 HK$'000
FET FHET
HK$ bank loans at Hong Kong Interbank BITIRITER - BB ARITRER
Offered Rate (“"HIBOR") + 0.81% BINFEE081EH BN
per annum!” 7,478,160 6,963,551
HK$ bank loans at HIBOR + 0.85% BILRITER - BEBRITRAENRF
per annum® BnF E0.85E:t 8@ 3,660,625 3,647,095
Swiss franc (“CHF") bank loans at London AR ITER  BRBIEITRH
Interbank Offered Rate (“LIBOR") + 0.65% I/ ENMFB05EFTER
per annum® — 5,795
Euro bank loans at Euro Interbank Offered ~ BRZRIRITE R + IEBUMIRTT R ZE I
Rate (“EURIBOR”) + 0.65% per annum® BN E0.65EH B0 — 193,202
Japanese Yen ("JPY") bank loans at LIBOR + HJTIRITE K * L mBUERTTRIZER
0.65% per annum® BNF B0.65E5 B 340,912 404,606
British Pound (“GBP") bank loans at LIBOR ~ Z$ER1TE K © IR BURTTRIZER
+0.65% per annum® BNF B0.65E5 B 85,273 —
US$ bank loans at LIBOR + 0.65% ETRITER - RBBIRITRAERF
per annum® B NEE0.65EFE® 6,100 —
11,571,070 11,214,249

m The bank borrowings comprised approximately HK$7,500.0 million (2018:
approximately HK$7,000.0 million) and were set off by approximately a
HK$21.8 million (2018: approximately HK$36.4 million) amortised upfront
arrangement fee paid to financial institution. The amount is repayable
within two years (2018: three years) and interest rates will be repriced every
one month to three months.

@ The bank borrowings comprised approximately HK$3,691.0 million (2018:
approximately HK$3,691.0 million) and were set off by approximately
HK$30.4 million (2018: approximately HK$43.9 million) of upfront
arrangement fees paid to a financial institution. The amount is repayable in
three years (2018: four years) and interest rates will be repriced every one

month to three months.

@ Repayable in one year and interest rate will be repriced one to three

months.

The range of effective interest rates of the borrowings is 1.78% to
3.29% (2018: 1.54% to 2.89%) per annum.

0 HRITERBIEL7,50008 88T (=T
— )\ : £97,0000B &) * YHEHE
RS OB EN T ERN21888
B (ZT—\F : 3645 EBTT) ]S -
HWEBEERME(CTE—N\F: =ZF)AE
B mMARER—EZ=-@AENTE-

@ WRITEZRBIELN3I0EEBT(ZE
—N\F {36108 EHT) F WHERS
B BT BB 3048 8
BIL(ZE—)\F : 94397 8870) K -
hEBER=ZF(ZT—N\F : HF)ANE
B omMARER—EZ-@AEHTE-

BEEERANERBENTFBE1.78E =329
E(ZZ—)\F : 154EE289E) -
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23. Bank borrowings (continued)

At the end of the reporting period, the Group had undrawn banking

23. RITEE (A)

RBERBR - AEEZ RIRIURTTRUE

24.

facilities as follows: BEWMT :
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FHERT TR
Floating rate pE
— expiring beyond one year — —F 12 7,228,407 7,702,047
Bonds 24. E%
2019 2018
—E-hF —T-NF
HK$'000 HK$'000
FHET FHET
Carrying amount repayable: JEEEBREE
More than two years, but not more than MM EE BB =F
three years 2,325,778 —
More than three years, but not more = EAERMNE
than four years — 2,334,004
More than four years, but not more than BN EE R RE
five years 2,322,256 —
After five years HBiRAF 2,314,199 2,322,495
6,962,233 4,656,499
US$300.0 million bond with a fixed 300.0BEEETLES @ BERHEF
coupon rate of 4.25% per annum, MEH45E - BY¥FN—
payable semi-annually, maturing in R-BEZE-_F+HAEH
October 2022 =3l 2,325,778 2,334,004
US$300.0 million bond with a fixed 300.0BEEETLES @ BERHEF
coupon rate of 4.875% per annum, FER4BISE - BHELN—
payable semi-annually, maturing in July R BEZEZMNFA AR
2024 1k 2,322,256 —
US$300.0 million bond with a fixed 300.0BEEETLES @ BERHEF
coupon rate of 4.50% per annum, MEHAOE - B¥FEN—
payable semi-annually, maturing in June R-BEZEZ_RFRNALE
2025 B1E 2,314,199 2,322,495
6,962,233 4,656,499
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24.

144

Bonds (continued)

In October 2012, LS Finance (2022) Limited, a wholly owned
subsidiary of the Company, concluded a public offering of U5$300.0
million bonds (equivalent to approximately HK$2,325.0 million). The
bonds carry a fixed coupon rate of 4.25% per annum, payable semi-
annually in arrears. The bonds, issued at discount, have an effective
interest rate of 4.43% per annum. The principal amount of the bonds
is repayable 10 years from the date of issue of the bonds, i.e.
October 2022 and are unconditionally and irrevocably guaranteed
by the Company.

In June 2015, LS Finance (2025) Limited, a wholly owned subsidiary
of the Company, concluded a public offering of US$300.0 million
bonds (equivalent to approximately HK$2,325.0 million). The bonds
carry a fixed coupon rate of 4.50% per annum, payable semi-
annually in arrears. The bonds, issued at discount, have an effective
interest rate of 4.70% per annum. The principal amount of the bonds
is repayable 10 years from the date of issue of the bonds, i.e. June
2025 and are unconditionally and irrevocably guaranteed by the
Company.

In July 2019, LS Finance (2017) Limited, a wholly owned subsidiary of
the Company, concluded a public offering of US$300.0 million
bonds (equivalent to approximately HK$2,326.0 million). The bonds
carry a fixed coupon rate of 4.875% per annum, payable semi-
annually in arrears. The bonds, issued at par, have an effective
interest rate of 5.03% per annum. The principal amount of the bonds
is repayable 5 years from the date of issue of the bonds, i.e. July
2024 and are unconditionally and irrevocably guaranteed by the
Company.

The purpose of the bonds is to satisfy funding requirements for
capital expenditure relating to store renovation and new
department store projects. The bonds are subject to redemption, in
whole but not in part, at their principal amounts, together with
interest accrued to the date of redemption, at the option of LS
Finance (2022) Limited, LS Finance (2025) Limited and LS Finance
(2017) Limited at any time in the event of certain changes affecting
taxes of the British Virgin Islands and the Cayman Islands. The
Bonds also contain a provision for redemption at the option of the
bondholders under certain conditions at 101% of the principal
amount of each bond, together with interest accrued to the date for
redemption, upon a change of controlling shareholder with respect
to LS Finance (2022) Limited, LS Finance (2025) Limited or LS Finance
(2017) Limited.

24.

&% (&)

N_E——F+A ARANE2EHNER
FILS Finance (2022) Limited5e Ak 2 B 3 &
3000EBET2EH (FELHA2325.08
BAL) BEHFZETEEFFE AL
B B¥FIfH— k- -BEHEAITEER
7 BEREEMNRABLIBE - BENAREH
CHENBEHFZBTHHTROTFRE
B T -_—_F+AH WERHAQF
AR R A B MR ER o

RZZE—RERNA AEEHZENBEA
FILS Finance (2025) Limited5e Ak 2 B 3 &
3000EBET2ESR (FELHA2325.08
AL - BEHFZETEEEFFE AL
B B¥FIfH— k- -BEHEAITEER
7 BEREEMNRABLIIOE - EBENAEH
CHENBEHFZBTHHTROTFERE
B T -_AFAA WERHAAQF
AR R A B MR FER o

R_E—NFtA AEBHE2EHRER
FILS Finance (2017) Limited5e Ak A B3 &
3000EBET2EHF (FELHA232608
BT o EH 2 EFE REFHEB4.875
B B¥FXH—K - BHFUAFEET
EMRENEA503E - BHENAESEE
NEH 2 BTN A FEREE ]
—E-NFELR WHRAAQRIERYE
B AT 4 E Ve AR o

BITESFNENEREBRIEMEE R
BEEHBEARASNESRR - EEM

BEHIRE My E BRI
SHERNEIER LS Finance (2022)

Limited * LS Finance (2025) Limited & LS
Finance (2017) Limited 5 & 32 ¥ f& [B] 2 0
MIEHSHESF 2 ASERNEZER BB
ERFE - B EHFBE KK ELS
Finance (2022) Limited * LS Finance (2025)
Limited 2 LS Finance (2017) Limited B2 A%
RERBEECHORER  EHFEARE TEK
HTEBUARESFZ101% A EREE
fEE B AR S ERIES o
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25. Deferred tax liabilities

25. EEREBEERE

The following are the major deferred tax liabilities recognised and UTREBRZEERERIBABARRY
movements thereon during the current and prior years: REERBEFENE

Accelerated Revaluation of

tax investment
deprecation property Total
bR IE REWE
e ENfE st
HK$'000 HK$'000 HK$'000
TR FHET FET
At 1 January 2018 RZZE—-N\F—-H—H 86,549 135,837 222,386
Charged to profit or loss RiER kR
(note 9) (KI&E9) 7,427 41,459 48,886
At 31 December 2018 RZZE—N\F
+=—A=+—H 93,976 177,296 271,272
Credit to profit or loss N Egii
(note 9) (B EE9) (876) (27,099) (27,975)
At 31 December 2019 RZZE—N%F
+-A=+—8 93,100 150,197 243,297
At the end of the reporting period, the Group had unused tax losses R EHRER  NEEE A BHIBEE
of approximately HK$189.8 million (2018: approximately HK$76.4 4189.8EBRT(ZE—\F : 476488
million) available for offset against future profits. No deferred tax ETT) AR B RR T - R BEER
asset was recognised in respect of tax losses due to unpredictability 2 EEDATEDRI - A0 A mE U B IR B R R R
of future profit streams. Tax losses in Hong Kong may be carried RLEHIBEE - BANNIBEESATER
forward indefinitely. HmeE -
26. Share capital 26. IR
Details of the changes in the Company’s share capital during both RREFE - AATZIRAZEFIBNAT
years are as follows:
Number of
shares Amount
g = &8
HK$'000
TET
Authorised: ETE
Ordinary shares of HK$0.005 each as at RZZ-NF—-A—H"
1 January 2018, 31 December 2018, and “EZ-N\F+-A=+—HK
31 December 2019 ZE-NF+ZA=+—H
FRREE0.0057% 7T < E i 4,000,000,000 20,000
Issued and fully paid: BETRER
At 1 January 2018 RZE-NF—A—H 1,602,586,500 8,013
Shares repurchased and cancelled R 1 B o] R 5 8 (100,670,500) (503)
At 31 December 2018, and 31 December 2019 RZE-N\F+_A=+—BK
—E-NE+ZRA=+—H 1,501,916,000 7,510
None of the Company’s subsidiaries purchased, sold or redeemed RABIMBARIRAFEHEREE - HE
any of the Company'’s listed securities during the year. RGO AR EME] EHRE S e

HRERKERRLE —E-AFFR
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26.

27.
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Share capital (continued) 26. B (48)
In 2018, the Company repurchased its own ordinary shares through RZT—N\F KRFRIEBB R TERE
The Stock Exchange as follows: BA L@
No. of ordinary Price per share Aggregate
Month of shares of HK$0.005 BRE®R consideration
repurchase Bm A 5 each Lowest Highest paid
SRE{E0.005/E T
EEREAE BIE BEs ENRERHE
HK$ HK$ HK$'000
BT BT TR
June <A 11,420,500 15.6 16.7 185,921
July + A 11,710,500 15.8 171 194,405
August N\A 25,151,000 14.4 15.8 379,813
September A 32,112,500 14.7 15.7 489,317
October +A 20,276,000 13.3 15.5 293,450
100,670,500 1,542,906

The above ordinary shares were cancelled at 31 December 2018.

Share option scheme

The Company's share option scheme was adopted pursuant to a
resolution passed on 3 March 2009 for a period of 10 years for the
primary purpose of providing incentives to directors and eligible
employees. Under the scheme, the Company may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company. Additionally,
the Company may, from time to time, grant share options to outside
third parties for settlement in respect of goods or services provided
to the Company. Details of the share option scheme are disclosed in
the Directors’ Report of this annual report.

The Group did not grant any share option under the share option
scheme of the Company for the year and there was no outstanding
share option as at 31 December 2019 (2018: Same).

27.

EMERER = E - \FT A=A

B HERT 8
BER-_ZTNF=ZA=ZRABANRE
AR ZBRETBIERS - SH0
FOIZENRRBESNAERESR -
REZE ARBARNAERES &
BARBREMBRARESRLBARE -
ARBBARBIR « I - RD B AT
ASNBE =D HLBRE  UWEHEAAR
AR (A 7 R SRS o B AR B SIS
BERAFREEGRE °

AEBERAFE AL EARBA DR K
RETEIRLEMBERE  BER T —NF
TZA=+—RATEEAERITEZBR
B(ZZ—N\F:8ER) -
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Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
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28. Commitments

(@) Non-cancellable operating leases
Minimum lease payments receivable on leases are as follows:

28. &I

(@) FTHHFEELHE
HEREREBEOKBEDT

2019 2018

—E-hF - )\F

HK$'000 HK$'000

FET TFAT

Within one year —F R 1,468 2,264
In the second to fifth year inclusive FE_EZERAF (BIEHEMTE) 1,633 254
3,101 2,518

Leases are generally negotiated for terms ranging from one

ME-RENF —E2=F2FHH

year to three years. IR
(b) Capital commitments (b) EAXREE
Significant capital expenditure contracted for at the end of RBEBMREFTNERERABAE
the reporting period but not recognised as liabilities is as ZEREARIZTHEAT :
follows:
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FERT FHET
For property, plant and equipment Yz HEREEARE B
and investment property in RIEE 2B
relation to the property
development project 4,713,089 918,934

29. Capital risk management

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains unchanged
from the prior year.

The capital structure of the Group consists of bank borrowings and
bonds and equity attributable to owners of the Company,
comprising issued share capital and reserves including retained
profits.

The directors of the Company review the capital structure on a
regular basis. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with each class
of capital. Based on recommendations of the directors of the
Company, the Group will balance its overall capital structure
through the payment of dividends, new share issues and shares
buyback as well as issue of new debt or redemption of existing
debt.

29. EXEMEE

AEEEBEER UHBRASEE TR
REESERLE  REEBBRLES MK
Aigw RFNERRKEDR - A&H
ZERBRBELFHER -

AEBEZEARBRERITERERER R
ARBHE ANEEER (BREETRAR
fE# (BRERRBERN)) -

ARREE TR ERNRERE - (ERZR
HMZ—8D  ARFEREEZERELRKA
REBEERNEBZAR - REARAES
ZE#F AREREBIRMNEE  BITH
BEBRMOBEEARETHERARERDRSE
BIRAFE AR EARE -
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30. @I A

30. Financial instruments

Categories of financial instruments ERMIAER
2019 2018
—E-NF —E-N\F
HK$'000 HK$'000
FET FHET
Financial assets SERMEE
Financial assets measured at amortised BEERATTECeMEE
cost (including cash and cash (PEREeRESSED)
equivalents) 8,690,875 6,323,588
Financial assets of FVOCI (note 18) BAFEFAEMEZAERGZZE
A& 2= (fisE18) 633,121 —
Financial assets at FVPL (note 19) BAFEFABRZZEHEE
(MF3%19) 3,321,953 3,100,136
12,645,949 9,423,724
Financial liabilities =R
Financial liabilities measured at amortised B#ENATECSREE
cost 19,313,350 16,664,410
Financial liabilities at FVPL (note 19) BATFEFABZZEHAE
(P33E19) 12 3,773
19,313,362 16,668,183
Financial risk management objectives and policies MHEEBRERER N RBER

AREEZ TEZSMITBBRBRTET LR
T EHER  BAFEFABRMER
FEFAHMEAREZ SREE  BK

The Group's major financial instruments include bank balances and
cash, time deposits, financial assets at FVPL and FVOCI, trade and
other receivables, trade and other payables, bank borrowings and

148

bonds. Details of these financial instruments are disclosed in the
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks are set
out below. Management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely and
effective manner.

FRAR S AL A PR R IR - AT Ko B At A 3R
B RITEERESF - ZSeMITAZH
BREXAENT - 2SR T ABER
@ N ARADRR S B L 2 BRI T3 e
ERERERENMEEZERAR  AERRE
iy B8 2 1R B E 1R 0 e

Currency risk SIS B
The functional currency of the Company and its majority subsidiaries RARIRERBOMBARI 2SR R
is HK$ in which most of the transactions are denominated. BT BRARESLRHAETTFE -
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30. £ T A (&)

30. Financial instruments (continued)

HRERKERRLE —E-AFFR

Financial risk management objectives and policies
(continued)

Currency risk (continued)

The Group has certain bank balances and time deposits which are
denominated in US$, GBP and RMB (being currencies other than the
functional currency of the respective group entities) amounting to
HK$2,752,628,000 (2018: HK$621,448,000), HK$42,645,000 (2018:
HK$4,489,000) and HK$27,481,000 (2018: HK$26,569,000),
respectively. Furthermore, the Group has certain bank borrowings
which are denominated in EUR, JPY, CHF, GBP and US$ (being
currencies other than the functional currency of the respective group
entities) amounting to HK$nil (2018: HK$193,202,000),
HK$340,912,000 (2018: HK$404,606,000), HK$nil (2018:
HK$5,795,000), HK$85,273,000 (2018: HK$nil) and HK$147,208,000
(2018: HK$nil), respectively. Moreover, the Group has bonds which
are denominated in US$ (being currency other than the functional
currency of the respective group entities) amounting to
HK$6,962,233,000 (2018: HK$4,656,499,000).

In addition, certain financial assets at FVPL are denominated in US$,
EUR, GBP, JPY and RMB (being currencies other than the functional
currency of the respective group entities) amounting to
approximately HK$2,099,824,000 (2018: HK$1,653,322,000),
HK$47,500,000 (2018: HK$218,061,000), HK$15,070,000 (2018:
HK$17,181,000), HK$348,580,000 (2018: HK$359,191,000) and HK$nil
(2018: HK$10,137,000), respectively. Certain financial assets at FVOCI
are denominated in US$ and GBP (being currencies other than the
functional currency of the respective group entities) amounting to
approximately HK$389,500,000 (2018: HK$nil), HK$243,621,000 (2018:
HKS$nil).

The Group currently does not have a foreign currency hedging
policy. However, management monitors foreign exchange exposure
and will consider hedging significant foreign currency exposure
should the need arise.

Notwithstanding HK$ is effectively pegged to US$ under the
pegged exchange rate system in Hong Kong, given the Group's
large amount of net liabilities denominated in US$, the Group is still
exposed to the exchange risk of US$ against HK$ within the band of
US$1 to HK$7.75 and 7.85. The Group is also exposed to foreign
currency risk of US$/EUR/JPY/GBP against the HK$ and, in the
opinion of the directors of the Company, other foreign currency risks
are not significant to the consolidated financial statements and
hence no sensitivity analysis is presented.

B EREER N RBE (H)

S /E B ()
REBEBETUET AERARKHE
MIRITHET R EHTR (HEEEEEND
BEEELAINZ EHE) 9 R A2,752,628,000
BT (ZZF — )\ : 621,448,000 7T)
42,645,000 7T (= Z — J\4F : 4,489,000/8
JC) & 27,481,000 L (=& — J\F -
26,569,000 7T) © BLHN - ANEEHE T A
7 - AIE - IARD ~ g 3T (MR
EEERNEEE I E) SHENR
TEE SAZEAEL(ZE—N\F:
193,202,000 7T) 340,912,000/ 7T (=&
— J\EF : 404,606,000/57T) BT (ZF
— J\%F : 5,795,000/ 7C) * 85,273,0007% T
(ZZT—N\F : T 7T) K%147,208,0007% 7T
ZE-N\F TEIT) o N AEBEBL
Ern(HBESEERBONEEE I ZE
M) FHEMES - £5/456,962,233,0007%8 70
ZT—)\4E : 4,656,499,0007 7T ) ©

BEoh - AETT - B - BEE - BERAR
k(B EENIEREEB I 8E)
ATEMNEAFEABENETSRE
& D RI497/52,099,824,000/8 7T (T — )\
& ©1,653,322,0007 7T) ~ 47,500,0005% 7T
(ZZF— )\ % :218,061,0003 7T) -
15,070,000/ 7T (== — \4F : 17,181,000/
JT) -~ 348,580,000/ ;t (=& — N\ 4 :
359,191,000 7T) REA T (ZT—/\F
10,137,000/ 7T) - METLKRHES (HHEEE
BEEMNNEEE N E8) SHENIRATFE
Bt AR 2ERENETEREENA
389,500,000/ 7T (ZF—\F : TH L) &
243,621,000 T (ZE—\F : THT) °

AEBB I EINELEIPBR - AT - &
BESEENMNERR  YRFEEREEYH
HERIMNERR

BESTEEEHBERS THETH
ERALEBAERENETIENFEA
& AEBNEYETHBTEREIET
H77527 858 mmME A o AEE b E
HETL/BEBEREEBTHINE
Bk MARRESZRE - EMINERRK
HIRAUBRRIIBERTE R &
ERBURE ST ©

%
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30.

150

Financial instruments (continued)

Financial risk management objectives and policies
(continued)

Currency risk (continued)

The following table details the Group's sensitivity to a reasonably
possible change of 0.5% (2018: 0.5%) for exchange rate of US$
against HK$, and 3% (2018: 3%) in the exchange rate of EUR/JPY/
GBP against the HK$, while all other variables are held constant.
Those sensitivity rate used when reporting foreign currency risk
internally to the key management personnel and represents the
management'’s assessment of the reasonably possible change in
foreign currency rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the reporting period for a 0.5%
(2018: 0.5%) change in US$ against HK$ and a 3% (2018: 3%) change
in EUR/JPY/GBP against the HK$. A positive number below indicates
an increase in profit for the year where the HK$ weakens against the
relevant foreign currency. Where the HK$ strengthens against the
relevant foreign currency, there would be an equal and opposite
impact on the post-tax profit for the year and the balances below
would be negative.

30. €@ T A (&)

MEEREERHRBE (&)

SR (4F)
TRAVNAEERETLR BT EELEE
H380.5% (=ZF — J\F 1 0.5%) * AR ®K
%,/ BE,HiEE 5z ERAeHIE3%
(ZZ—)\F : 3%) A IR BT 2 GUHE -
MATEEMESRMEIFTE - MEBEREA
B A BPIE 3R HMNE LR B #5155 A 52 S NS R
SERE - IR KRB IR B L NS [E R 1] A
AREHNTE  RESMERENR
EHRNIINEFENEEMHIEE WA
05% (—Z— )\&F : 0.5%) fEETH BT
3% (ZZF—)\F :3%) fEB & A E, %
HABTTEBETHRE - THESERTBET
HABRIINEETE R85 - (EFEEE G -
BT HARBEINEE R IR HEEH
BRREZFSERSREARNTE F1
HI EERR BB o

Year ended 31 December

BE+-A=1+—-HBLEE

2019 2018

—E-NF —ZE-N\F

HK$'000 HK$'000

FERT F&ET

US$ against HK$ ETHAET (9,337) (11,909)
EUR against HK$ Bl 78 W8 7T 1,614 746
JPY against HK$ HER#ET 232 (1,362)
GBP against HK$ BEEH BT 6,482 650

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

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate bank deposits and fixed coupon rate bonds (2018: fixed
rate bank deposits and fixed coupon rate bonds). The Group is also
exposed to cash flow interest rate risk relating to the Group's
variable-rate bank deposits and bank borrowings. The Group
currently does not have an interest rate hedging policy. However,
management monitors interest rate exposure and will consider
hedging significant interest rate exposure should the need arise.

ERERR - ANFLH A Z AR &R
FARRR - BERE DAL TRKRE S I
EE LR o

T m
AEEHE B EE MR RITERFR R
[E] € 2% [ ) AR 75 T A PR N E @R o
(Z2-N\F : BEMEXRTEREFRALE
ERENEESR) -  ARBETHEEETE
RITFERRRTEEEHRESREN KA
o 7 52 B TR B O AT A) ) R SR BUR
AW EREGEZEMNERR  INFE
R Z B EIhE AN EER -
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30. £ T A (&)

30. Financial instruments (continued)

HRERKERRLE —E-AFFR

Financial risk management objectives and policies
(continued)

Interest rate risk (continued)

The Group’s sensitivity to cash flow interest rate risk has been
determined based on the exposure to interest rates for bank
borrowings (excluding the specific bank borrowings for construction
purposes) at the end of the reporting period and the reasonably
possible change taking place at the beginning of each year and held
constant throughout the year. No sensitivity analysis is presented in
relation to bank balances as management considers the impact is
insignificant. 50 basis points (2018: 50 basis points) increase or
decrease is used for variable-rate balances when reporting interest
rate risk internally to key management personnel and represents
management'’s assessment of reasonably possible change in interest
rates. The Group's sensitivity to interest rate risk at the end of the
reporting period while all other variables were held constant after
taking into account the impact of the tax and excluding finance
costs capitalised in construction in progress and investment
property under development is as follows:

B EREER N RBE (H)

FIEmE (&)
AEBEHRSRAERR 2 HEE - TIiR
BRBREHREREBRTEE (TBEEE
1ERERZ CRITER) URNEFENE
BRI EHR BN EFRISTEE
e RITEFZBRESNLEZHRIIH
REERERRLBEATE -ERTIRE
12 A B AERE R A R E R - SOMEER (=
T—/\F : S0EH) EMIBDBRF B
B YHRREEBHMNERAIGEAEEHH
Afh - EFAEMBRESTE  KEE
MERHNGEAMENERIRERERRE
MEZBREKAIER  AEBER RS HHES
HAHNEARGREDNT

Year ended 31 December

BE+t-A=+t-HLEE

2019 2018

—g-hE | —TF

HK$’000 HK$'000

FET FHET

(Decrease)/increase in post-tax profit FABRBIEEF CR),

for the year

— as a result of increase in interest rate — EARFE EF (23,060) (19,600)

— as a result of decrease in interest rate — AR AR T[E 23,060 19,600

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

ERBRA  BREREDZARL TR
FRES - REREE ST IR X E
EEB -
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30.
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Financial instruments (continued)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment

The Group's maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations as at 31
December 2019 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated statement of financial position.

Tradle receivables

Retail sales are mainly on a cash basis, either in cash, debit card or
credit card payments. In order to minimise the credit risk,
management of the Group has formulated a defined fixed credit
policy and delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts. In addition,
the Group performs impairment assessment under ECL model on
trade balances individually or based on provision matrix. In this
regard, the directors of the Company consider that the Group's
credit risk is significantly reduced.

The Group has applied the simplified approach in HKFRS 9 to
measure the loss allowance at lifetime ECL. Except for bank credit
card receivables at the gross carrying amount of HK$31,304,000 and
those credit-impaired trade receivables at the gross carrying amount
of HK$2,201,000, the Group determines the expected credit loss on
the remaining balances at the gross carrying amount of
HK$6,018,000 by using a provision matrix, grouped by internal credit
rating.

The credit risk on bank credit card receivables is limited because the
counterparties are banks/financial institutions with high external
credit ratings assigned by international credit-rating agencies
ranging from Aal to Baa2. In addition, the directors of the Company
consider those not credit-impaired trade receivables were
collectible based on historical observed default rates over the
expected life of the debtors and adjusted for forward-looking
information that is available without undue cost or effort. Therefore,
provision for expected credit loss was insignificant and thus
negligible to be made.

30. €@ T A (&)

MEEREERHRBE (&)

=B AR ETE
RZB-NF+A=+—8 Kx&EEH
BFIAREBTEETMRES RS HER
EREERHZESEERR  ESE
MBRRKRPIAZEEEZREE °

TEHETZURSET AIURE L
ERAEARTR - RREREEER

B AREEERECHEREZEERFEE
BE YERE-MAR BEEERFER
BOHEREERAERETHMEERT A
BRGEREEHAREB ZENEE - 1t
Sh - REBETRBERBRRATHR
B - @RI IR BB EE S
Ber ot AAREERR AEEZ
EERRE KERD -

RNEEE GBS RS 2R 595 & A
% FEGEPEREEBRANERE
& - BRERE48(E 431,304,000 TTHIRTT S
A FE UK K BR T 48 18 452,201,000/ 7T Y
ZEEERERKERIIN . AEESBE
14575 e85 7 BR T 428 56,018,000 JT 1 £
THHENTEREEREL  YHAIEEF
WERLE o
BREFHABRBREEFREET AAT
FBaa2W BN EME EFLRMIRTT, S Bhig
® ARRTEARERGFNEERRE
R lsh RRRIEERA  BREBEEBEA
RIERFHNBEERMEBMNENERIZ
BETNERARS BRI ES M RIEM
BERHER AR  ZSEEERBERIER
AFUE - B EHEEBXBELT
BA BEEHEEE-
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30. Financial instruments (continued) 30. e®WMI A (@)

HRERKERRLE —E-AFFR

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)

Trade receivables (continued)

For the credit-impaired trade receivables, a reversal of provision for
expected credit loss of HK$11,000 was made during the year ended
31 December 2019. The following table shows the movement in loss
allowance that has been recognised for trade receivables under the
simplified approach.

B EREER N RBE (H)

1= B2 B2 R e B 771 (4F)

JEW R (4B

REERERKEZRME  H#E2=-Z—h
FrZA=+—HIFEEEE1,000%
TTHTEREEBREE - TRIINRIES
ILEE R EREFEROEIEREZS) -

Life-time ECL
(credit
impaired)
FHEBMES
FEEX
(E&RE)
HK$'000
FET

As at 1 January 2018 under HKFRS 9 RIBEBE BB HRELERIFEIHR
R=F-NF—-A—H 2,194
— change in expected credit loss —EHIEEBIBLE 18
As at 31 December 2018 R-_Z—N\F+-_A=+—H 2,212
— change in expected credit loss —EHEEEXES (1)
As at 31 December 2019 RZZE—hF+=-_A=+—H 2,201

The Group did not write off any trade receivables during the year.

Other receivables, time deposits and bank balances

Other receivables mainly comprise interest receivables due from
banks. The credit risk on other receivables, time deposits and bank
balances is limited because the counterparties are banks/financial
institutions with high external credit ratings assigned by
international credit-rating agencies ranging from Aal to Baa2.
Provision for expected credit loss was insignificant and thus
negligible to be made since the management considers the
probability of default is negligible.

The Group has no significant concentration of credit risk in relation
to trade and other receivables, with exposure spread over a number
of counterparties and customers.

FA - ARSI AT AR K

B ERFR  ER A RIRI TR 17

H W R T ERERKIRITHE - @
REFHRBEBREEFREBEIFRANE
Baa2®) S SN BBE B R R MY SRTT 2 B4
& FUE M ERFIE - ESE R RRTT
BENEERRAR -@HNEEERRE
REOEEEMN  BHREERABEBELIE
KR B EIR AR -

7% 52 [8) 3 45 O W B R e B At R M SR TR B B2
REEFOEERR  MERDHRZE
HFLTREE -
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30.
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Financial instruments (continued)

Financial risk management objectives and policies
(continued)

Price risk

The Group's financial assets at FVPL are measured at fair value at
the end of the reporting period. Therefore, the Group is exposed to
price risk. Management manages this exposure by maintaining a
portfolio of investments with different risk profiles. Details of the
financial assets at FVPL are set out in note 19.

The Group's sensitivity to price risk on the financial assets at FVPL at
the end of the reporting period while all other variables were held
constant is as follows:

30. €@ T A (&)

MEEREERHRBE (&)

B m
AEERATFEFABREZEREETIZ
BEHMEE R 2 AT ERFE Bl &
SEHHERRAR - BEEEEBEFEDN
RERZZKEESNERRERR - A
FEAABGEZERMEE 2FBHNME
19 ¢

EEMEBHERTET  AEENBEH
RMEERSRATEFABREZEREE
ZBREBRGREMT

HK$'000
FET

2019 —Z2-NF
Reasonably possible change in price BRZAEAREE 5%
Increase/(decrease) in post-tax profit FRRRFLE =M, Crl )

for the year

— as a result of increase in price — AREBRIE 153,591

— as a result of decrease in price — AR ERR LD (153,591)
2018 —E-N\EF
Reasonably possible change in price Bz AlpeaIBe 5%
Increase/(decrease) in post-tax profit FRBRFEEFE I, Cr )

for the year

— as a result of increase in price — BRERIE N 143,674

— as a result of decrease in price — ARER D (143,674)

Liquidity risk

In management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
management to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. Management monitors the
utilisation of bank borrowings and ensures compliance with loan
covenants.

The Group relies on bank borrowings and bonds as a significant
source of liquidity. As at 31 December 2019, the Group had
available unutilised borrowing facilities of approximately HK$7,228.4
million (2018: HK$7,702.0 million). Details of bank borrowings are set
out in note 23.

REBEZ/E

REERDECARE  NEBERNE
REEERRARINENAEEEBMEE
BKFZREMASEFEY  WRERE
MERBTE BEREERRITEREZE
A ERETEREZS -

AEBEKERTEEREFEREZNR
BESHKR - RZT—hF+=ZA=+—
B AEEZARRBSRITEERERER
#7,2284B&BIL(ZE—\F:7,702.08
BT ARARTEEZHBINME
23 °
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30. Financial instruments (continued)

Financial risk management objectives and policies
(continued)

Liquidity risk (continued)

In relation to the coronavirus epidemic since early January 2020, the
Group expects there would be a net cash outflow for the next 12
months. However, given the Group has a strong cash and bank
position of HK$7,112.6 million as at 31 December 2019 and available
unutilised borrowing facilities of HK$7,228.4 million, the Group is
able to meet its obligation in the ordinary course of business.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table has been
drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay.

Specifically, bank loans with a repayment on demand clause are
included in the earliest time band regardless of the probability of
the banks choosing to exercise their rights. The maturity dates for
other non-derivative financial liabilities are based on the agreed
repayment dates.

The table includes both interest and principal cash flows. To the
extent that interest rates are floating rate, the undiscounted amount
is derived from an interest rate curve at the end of the reporting
period.

In addition, the following table details the Group’s liquidity analysis
for its derivative financial instruments. The tables have been drawn
up based on the undiscounted gross (inflows) and outflows on those
derivatives that require gross settlement. When the amount payable
is not fixed, the amount disclosed has been determined by
reference to the projected interest rates/exchange rates as
illustrated by the interest rate/exchange rate existing at the end of
the reporting period. The liquidity analysis for the Group's derivative
financial instruments are prepared based on the contractual
maturities as the management considers that the contractual
maturities are essential for an understanding of the timing of the
cash flows of derivatives.

—E-hEER

30.

@I A (F)
B EREER N RBE (H)

FEBELEEE ()

HEE T -_TF— AVIRET ZEMRRE
5 AEEBEHARKI2EA B HRESF
ME-RAM ERE_ZT—HALE+A
=+—8 KAEBEEH711268E8BTH
R ERBIRARABDHEERE
7228 4B BB LAMEER - AEB AR
EREBBRERBEITHESET -

TRAVNAEEITEESRBERT ALY
FHA - TRVRBASETMRKERE
RZEFAH NERABZIFERAS

2 B a5 —
MERETR °

HRME  TwiRiTEETELEN 2T
BENE - BA EIE R ESKIRR 2 RITE NG
ABRPRER - EM3ETE SR A E 2 5 1
B R Y% 197 7 4& X B BREEE -

TREHINMNBEAZRER - ENEXR
FEIME - RN S BRIBE RS R
K RETEME

BEAN s TRAJARENITES R TAD
MBS - ZRRBFRBEE20TE
TAERBBRORA) MRHESIE - E&
NeBIEE  HESELSERAFE/
EXR (MAERSBMRRANE JEXPR)
BT ARENTESRIANRIIED
TERAHIHERE AREHEER
B AMBMBEETRITETANRSR
ERHFTER-

155



Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

0 0 . 0 =T =
30. Financial instruments (continued) 30. €®MI A (@|E)
Financial risk management objectives and policies R EER R BUR (&)
(continued)
Liquidity risk (continued) REBELERE (&)
Liquidity and interest risk tables BB RFE AR
Weighted
average On demand/ Total
Effective less than 3 months to undiscounted Carrying
interest rate 1month  1-3 months 1 year 1-5years Over5years  cash flows amount
mEFH RER/ BEER
YIS -fBAR -Z=ff =Z@AE-% —ERf BENE RERE SREE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr TET FET FET FiEx FEx TEx
31 December 2019 “E-NETZRA=T-H
Non-derivative financial liabilities FITELBAR
Trade and other payables R BRR R RIE 571,253 65,963 1,724 - - 638,940 638,940
Lease liabilities HEARE - 19,566 66,624 223,350 - 309,540 287,020
Bank borrowings — fixed rate (note a) ROTEE — BEFE (Hita) 2.35% 141,317 - - - - 141,317 141,108
Bank borrowings — variable rate (note a) ~ SR{TfEE — FB)F|& (Hita) 340% 2,715,882 1,062,810 393,197 8,028,738 — 12,200,627 11,571,070
Bonds &% 4.54% 56,964 - 261,452 8,138,603 - 8,457,019 6,962,232
3,485,416 1,148,339 722,997 16,390,691 — 21,747,443 19,600,370
Derivative — gross settlement ETA—RHEKE
Interest rate swaps il
— Inflow —n (7,512) (14,681) (44,802) (222,503) — (289,498)
— Outflow — i 4,657 9.217 41,900 201,257 - 257,031
(2,855) (5,464) (2,902) (21,246) - (32,467) (38,106)
Derivative — gross settlement ETA—BHERE
Cross currency swaps RXE =L
— Inflow —RA - - (35,023) (139,762) (792,391) (967,176)
— Outflow — i - 8,255 25,408 133,920 791,602 959,185
- 8,255 (9,615) (5,842) (789) (7,991) (13,632)
31 December 2018 “E-\$t+ZA=t+-H
Non-derivative financial liabilities FITESBAR
Trade and other payables R BRR KA RIE 729,224 62,742 1,696 — — 793,662 793,662
Bank borrowings — variable rate (note a)  SR{TfEE — FB)F|= (Hita) 298% 2,881,888 43,851 454,391 8,663922 — 12044052 11,214,249
Bonds &% 4.38% — — 205,538 3,177,022 2,401,853 5,784,413 4,656,499
3,611,112 106,593 661,625 11,840,944 2,401,853 18,622,127 16,664,410
Derivative — gross settlement ETA—RHERE
Interest rate swaps il
— Inflow — A (1,881) (8,343) (2,478) — — (12,702)
— Outflow — it 118 3,957 5,321 - - 9,39
(1,763) (4,386) 2,843 — — (3,306) 12
Derivative — gross settlement MTETR —@ELEE
Cross currency swaps ZXEREY
— Inflow —RA - - (17,862) (71,498) (26,867) (116,227)
— Outflow — it — 4,181 12,966 68,638 25,698 111,483
— 4,181 (4,896) (2,860) (1,169) (4,744) 3,508
Derivative — gross settlement FTETA—RELE
Written put options RLEE
— Outflow (note b) — it (f3Eb) 180,206 153,420 — — — 333,626 (12,880)

156

Lifestyle International Holdings Limited Annual Report 2019




Notes to the Consolidated Financial Statements (continued) %3 & 81 %% 3R 3% K} &% (&)
for the year ended 31 December 019 B ZE — T — N F+_A=+—BIFE

30. Financial instruments (continued)
Financial risk management objectives and policies
(continued)
Liquidity risk (continued)

Liquidity and interest risk tables (continued)

Notes:

(a)

Bank borrowings with a repayment on demand clause are included in the
"on demand or less than 1 month” time band in the above maturity
analysis. As at 31 December 2019, the aggregate undiscounted principal
amounts of these bank loans amounted to HK$573.4 million (2018:
HK$603.6 million). Taking into account the Group's financial position, the
directors of the Company do not believe that it is probable that the banks
will exercise their discretionary rights to demand immediate repayment.
The directors of the Company believe that such bank loans will be repaid
within one year from the end of the reporting period in accordance with the
scheduled repayment dates set out in the loan agreements. At that time,
the aggregate principal and interest cash outflows will amount to HK$573.8
million (2018: HK$603.8 million).

The amount included above for written put options is the maximum amount
the Group is obliged to settle under the written put option arrangements if
the underlying index or ETF goes to zero upon the exercise or expiry of the
written put options. In 2018, certain written put options amounting to
HK$77,574,000 are included in the “on demand” time band in the above
maturity analysis as those options could be exercised at any time before
the expiration dates. The remaining written put options are included in the
respective time bands according to the expiration dates of the options
since the options could only be exercised on those dates. Based on
expectations at the end of the reporting period, the Group considers that it
is very unlikely that such an amount will be payable under the written put
option arrangements as the chance of the index or ETF dropping to zero is
remote. However, this estimate is subject to change depending on the
market volatility of underlying index and ETF of the written put options,
and final settlement price of the options along with other factors.

The amounts included above for variable interest rate instruments

for non-derivative financial liabilities is subject to change if changes

in variable interest rates differ from the estimates of interest rates

determined at the end of the reporting period.

Fair value of the Group's financial assets and financial liabilities that

are measured at fair value on a recurring basis

Some of the Group's financial assets and financial liabilities are

measured at fair value at the end of each reporting period. The

following table gives information about how the fair values of these

financial assets and financial liabilities are determined (in particular,

the valuation technique(s) and inputs used).
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30. Financial instruments (continued) 30. €®MI A (@|E)
Financial risk management objectives and policies R EER R BUR (&)
(continued)
Liquidity risk (continued) REBELERE (&)
Fair value of the Group's financial assets and financial liabilities that B 1 TR B0 2 M EER
are measured at fair value on a recurring basis (continued) THEEZ NFE(E)
Fair value
Financial assets/liabilities Fair value as at hierarchy Valuation technique(s) and key input(s)
LREE/8fF ATER ATPEERER MHESENIEBAZE
31 December 31 December
2019 2018
—B-hF —E-)\E
+=ZA=+-8 |tZA=t+—H
HK$'000 HK$'000
TR TER
Financial assets at FVPL/FVOCI
BRATEHARR BATPET AL
2ENEZEREE
1. Listed equity securities 1,751,061 1,736,759 Level 1 Quoted bid prices in active markets.
FHRE - REBTISTRHEAE -
2. Listed debt securities 1,203,759 434,833 Level 2 Quoted prices in over-the-counter markets.
T g BINZ B -
3. Listed investment funds 111,960 455,275 Level 2 Quoted market prices provided by brokers which are financial institutions
IhREES = fERIERNSRBBRENTHER
4. Unlisted equity security 389,500 — Level3 Note
FETRE EH= (i3
5. Unlisted investment funds 146,721 280,082 Level 3 Note
FETREES 5= i3
6. Unlisted hedge funds 18,666 161,017 Level 3 Note
FrmEhES 8= ik
7. Unlisted debt security 234,583 — Level3 Note
FLETES 4= i3
8. Unlisted equity-linked notes 31,215 — Level3 Note
F EmREEBES EH= (i3
9. Cross currency and interest rate 51,738 153 Level 2 Discounted cash flow: Future cash flows are estimated based on i) forward
swaps = interest rates (from observable yield curves at the end of the reporting
IREBRHEEH period) and contract interest rates for interest rate swaps, and ii) difference
between predetermined forward exchange rate at the end of reporting
period and discounted at a rate that reflects the credit risk of various
counterparties for cross currency swaps.
BRRLRE  ARBRSREDER)FIE R HUR AR & (R EHRT A
BEKmRMhE) *U%%’ﬁ‘l}zﬁ% CRNRXEEEAAEREAROE
ERNERRMERIUFEERBRNTIME L ZRIFHE -
10. Written put options — 12,880 Level2 Quoted prices in over-the-counter markets.
BLEE Eh- SR FTIHHRE
11. Club debentures 15,871 19,137 Level 2 Quoted prices in over-the-counter markets.
eMESR EH= SR GTSNERE -
Financial liabilities at FVPL
RATEHABEZERERE
12. Cross currency and interest rate - 3773 Level2 Discounted cash flow: Future cash flows are estimated based on i) forward
swaps EH- interest rates (from observable yield curves at the end of the reporting
RREM LTI period) and contract interest rates for interest rate swaps, and i) difference
between predetermined forward exchange rate at the end of reporting
period and discounted at a rate that reflects the credit risk of various
counterparties for cross currency swaps.
HRRLRE : ARRSREDER)FI B HLUR AR R (R E AR
BEWREZMR) M OMNEHE RORNEREHNEREAROTE
BHENERRBRE XSG FEERRNITINR 2 ZRIHE -
13. Written put options 12 — Level2 Quoted prices in over-the-counter markets.
DA 5= B HBHRE -
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30. Financial instruments (continued) 30.
Financial risk management objectives and policies
(continued)

Liquidity risk (continued)

Fair value of the Group's financial assets and financial liabilities that

are measured at fair value on a recurring basis (continued)

Note: Given majority of the Level 3 instruments comprised unlisted investment
funds, unlisted debt security, unlisted equity security, unlisted hedge funds
and unlisted equity-linked notes, the fair value is determined primarily
based on the purchase price paid by the Group and/or taking into account
of the analysis of the investees’ financial position and results, risk profile,
prospects, industry trend and other factors, it is not practical to quote a
range of key unobservable inputs.

There were no transfers between Level 1, 2 and 3 during both years.

Fair value measurements and valuation processes

Except as detailed in the following table, the directors of the
Company consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the consolidated
financial statements approximate their fair values:

@I A (F)
B EREER N RBE (H)

mBELEE ()
REELEF I N FlEFAEN 2 HEER
EMEEZNFE(E)

Mz : EARBASR=TABEF LEHREE
& JELMES  FELTRE  ELTED
Ao NI EmBERBES  ATEDTE
BAREEMfN 2 BEER L RIRET
ZEBARRRER - BB AR 7%
BEREMEARKRERE @ JIH—RINEER
AEBREHASEL TER -

FE—HR B_ANBE=F2EEREFE
I FAEEER o

DRFEFERGERRE

BN TR ARREERR  EHEAY
BMRIZEERATIRN S REENS B
BEMNKREEREAFERS

2019 2018
—E-hEF —E-NF

Carrying Carrying
amount Fair value amount Fair value
REE AFE IREE NFE
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHERT TET THETT

Financial liabilities sHAas

Bonds B+ 6,962,233 6,927,964 4,656,499 4,423,729
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30. Financial instruments (continued) 30. €®MI A (@|E)
Fair value hierarchy ATEEREE
2019
—E-NF
Level 1 Level 2 Level 3 Total
E—& et E=& FoEy
HK$'000  HK$'000  HK$'000  HK$'000
FTHERT FTHER FTHERT FHET
Financial assets at FVPL/FVOCI: RAFEF AR TER
FEFARMEEKE
LEREE
— Listed equity securities — ETRE 1,751,061 — — 1,751,061
— Listed debt securities — EWESH — 1,203,759 — 1,203,759
— Listed investment funds — FiREES — 111,960 — 111,960
— Unlisted equity security — I LETRE - - 389,500 389,500
— Unlisted investment funds —FLMEREES - — 146,721 146,721
— Unlisted hedge funds —ELME RS - - 18,666 18,666
— Unlisted debt security — JELETES - - 234,583 234,583
— Unlisted equity-linked notes — FE L TAREEES — - 31,215 31,215
— Cross currency and interest — RXNEE R H 5 H
rate swaps — 51,738 — 51,738
— Club debentures — BES — 15,871 — 15,871
Total “’Et 1,751,061 1,383,328 820,685 3,955,074
Financial liabilities at FVPL: BAFEFABR SR
BfE:
— Written put options — Rk B E — 12 — 12
Total et — 12 — 12
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30. Financial instruments (continued)

30. £ T A (&)

Fair value hierarchy (continued) NP ESEHRER (E)
2018
—T—N\F
Level 1 Level 2 Level 3 Total
FE— E_H E=H 45T
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FET FAT
Financial assets at FVPL: BAFEFAEBR S/
BE
— Listed equity securities — FRE 1,736,759 — — 1,736,759
— Listed debt securities — FWEH — 434,833 — 434,833
— Listed investment funds — FTiREES — 455,275 — 455,275
— Unlisted investment funds — I LEMEREES — — 280,082 280,082
— Unlisted hedge funds —ELmEFES — — 161,017 161,017
— Cross currency and interest — XX G J A = 4 A
rate swaps — 153 — 153
— Written put options — Rom i — 12,880 — 12,880
— Club debentures —2HESH — 19,137 — 19,137
Total FEE 1,736,759 922,278 441,099 3,100,136
Financial liabilities at FVPL: BAFEFAEBRZ S/
afE:
— Cross currency and interest — XX EE J = 4 A
rate swaps — 3,773 — 3,773
Total @5t — 3,773 — 3,773
FREREEERAT —T-LEFFER
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31. Reconciliation of liabilities arising from financing 31. BREFEBHEECNEBYHER

activities
The table below details changes in the Group's liabilities arising TRFLAESEREMETHNERY
from financing activities, including both cash and non-cash changes. B BERekFRe¥H REASTHE
Liabilities arising from financing activities are those for which cash EHNBEREEAKEFERERELRT
flows were, or future cash flows will be, classified in the Group's DIEAEMEEZH RS RN AR RN
consolidated statement of cash flows as cash flows from financing RERUMMEBHZBE -
activities.
Cash
consideration
Accruals of Payable in paid upon
Commitment relation to acquisition of an
Bank Interest e for bank Dividend Lease  repurchaseof entity under
borrowings Bonds payable borrowings payable payable shares  common control Total
WE-BHE
BHTHER
EHBIEE EERGZ DARAH
BITEE % LETES RHER EfRE EREE ERER ReRE @it
HKS'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS$'000
TR TR T TR TR T TR TR T
At 1 January 2018 R=Z-\§-A-R 11,184,138 4,637,641 32575 4738 - — - - 15,859,092
Financing cash flows BERSR (1,583) - (437,756) (17,178) (1,042, 44¢) - (1,542,906) (52,000) (3,093,869
Exchange difference ERES 3514 18,858 (6982 — — — — — 15,39
Interest expenses MEXI 28,180 - 237,734 16,273 - - - - 282,187
Capitalisation of interest expenses BEALFELE — — 212,385 — — — — - 212,385
Dividends declared BERRE - — — - 1,006,188 - - — 1,006,188
Dividend declared to Majestic Eagle 5JEFMajestic Eagle 2 i & - - - - 36,258 - - - 36,258
Share repurchased RirBeE - — - - — - 1,542,906 — 1,542,906
Non-cash item FRLEE — — — — — — — 52,000 52,000
At 31 December 2018 RZB-NE+ZA=1-H 11,214,249 465649 37,95 3833 - — - - 15912537
Financing cash flows HARSR 467,648 230689 (502.215) (15,301 (1,006,284) (18343) - - 1192404
Exchange difference i3:5:3:1 2142 (21,165) 8.627) - - - — — (27,650
Interest expenses Hexd 28,139 - 309,776 14,968 - 12,35 - - 365,238
Capitalisation of interest expenses BEALFELS — — 254,084 — — — — - 254,084
Dividends declared BERRE - — - - 1,006,284 - - — 1,006,284
Addition to lease payable ERAENEE — — — — — 353,008 — — 353,008
At 31 December 2019 RZEB-NE+ZA=1-H 1,712,178 6,962,233 90,974 3,500 - 287,020 - - 19,055,905
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32.

33.

HRERKERRLE —E-AFFR

Pledge of assets

At 31 December 2019, the Group pledged certain leasehold land
and buildings in Hong Kong with carrying values of approximately
HK$1,172.0 million (2018: HK$1,217.4 million), together with certain
shares of the Company’s certain subsidiaries, to secure banking
facilities of HK$8,000 million (2018: HK$8,000 million) granted to the
Group. In addition, financial assets at FVOCI/FVPL with a carrying
value of approximately HK$1,391.8 million (2018: HK$1,256.7 million)
have been pledged to secure loan facilities in the amount of
approximately US$320 million (equivalent to approximately
HK$2,492.8 million) (2018: US$255 million (equivalent to
approximately HK$1,996.7 million)).

Moreover, the entire Kai Tak Project, comprising the construction in
progress and investment property under development, with an
aggregate carrying value of HK$9,762.2 million (31 December 2018:
HK$9,185.7 million) was pledged to secure the HK$9,000 million loan
facility granted to the Group for financing the development of the
Kai Tak Project. As at 31 December 2019, HK$3,691 million was
utilised (2018: HK$3,691 million).

Related party disclosures
(a) Transactions
During the year, there were no significant transactions with
the related parties.
(b) Compensation of key management personnel
The remuneration of executive directors being the key
management personnel, were determined by the
remuneration committee of the Group having regard to the
performance of the individuals and market, details of which,
together with the other three (2018: three) highest paid
employees, are disclosed in note 11.

32.

33.
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34.

164

Retirement benefits schemes
The total cost charged to profit or loss in respect of the above
mentioned schemes amounted to HK$8,761,000 (2018: HK$8,924,000).

Hong Kong

The Group participates in a defined contribution scheme under
Occupational Retirement Schemes Ordinance (“ORSO Scheme”)
and Mandatory Provident Fund Scheme (“MPF Scheme”).

For members of the MPF Scheme, both the Group and the
employee contribute 5% of the employee's relevant income, subject
to a cap of monthly relevant income of HK$30,000. No forfeited
contribution was available to reduce the contribution payable in the
future years.

The ORSO Scheme is funded by monthly contributions from both
employees and the Group at 5% of the employee’s remuneration.

Where there are employees who leave the ORSO Scheme prior to
vesting fully in the contributions, the contributions payable by the
Group are reduced by the amount of forfeited contributions.

34.
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FTEMBAAFE
RZFB-NFR-_F-NF+_A=1+—

35. Particulars of principal subsidiaries 35.

At 31 December 2019 and 2018, the details of the Company's
principal subsidiaries are as follows:

Place of incorporation/
operation (if different) and

Issued and fully paid share

B ARBZEEMBRARFENAT

Attributable equity interest

Name of company date of incorporation capital/registered capital of the Group (note) Principal activities
MR E % (WFRE)
ARER R B BRATRES EMRE AEBEERES (HE)  FEXEB
2019 2018 2019 2018
SE-AE| “T\F|C®-nE| -T%
Ambitious Global Limited British Virgin Islands/Hong Kong USs$1 n/a 100% n/a  Financial investment
9 July 2019 1%7 B TER 2RRE
RESARRE/BE
“E-NFLANR
Anfield Capital Limited British Virgin Islands/Hong Kong Us$1 US$1 100% 100%  Financial investment
6 September 2011 15 1ETT SRKE
RERARES/BE
—E-—FNARA
Blossom Atlas Limited British Virgin Islands/Hong Kong Us$1 US$1 100% 100%  Financial investment
6 March 2018 1% B SREE
RERARRE/BE
—E-\F=ARR
Broad Shine Investments Limited British Virgin Islands/Hong Kong Us$1 US$1 100% 100%  Financial investment
2 January 2013 157 (E SRRE
RERARRES/BE
—T-=f-F-H
Eastlord Development Limited Hong Kong HK$500,000 HK$500,000 100% 100%  Property holding and
MAEEERARAF 21 August 1987 500,00078 7t 500,000 7T leasing
Ei NEREREE
—“ANEFENAZ+—H
Everwin Worldwide Limited Hong Kong HK$2 HK$2 100% 100%  Property holding and
KERRARAT 17 November 2000 2B 2B leasing
“ERTFE+-A+LA
Forceworld Investments Limited Hong Kong HK$500,000 HK$500,000 100% 100%  Property holding and
AERARRAT 15 July 1988 500,000 7T 500,0007% 7T leasing
Eig NEFEREE
—A\N\FLA+RE
Future Develop Limited British Virgin Islands/Hong Kong Us$3 US$3 100% 100%  Investment holding
12 December 2003 %R kES BEER
£
=#t=ZA+=H
Global Top Limited Hong Kong HK$1 HKS$1 100% 100%  Restaurant operator
tEERARF 12 January 2006 187 18T EELE
5
“EER¥-ATZR
FIRERKEARAT —ZF-AFFR
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35.

166

Particulars of principal subsidiaries (continued)

Place of incorporation/
operation (if different) and

Issued and fully paid share

Attributable equity interest

35. EEMBAAFE (B

Name of company date of incorporation capital/registered capital of the Group (note) Principal activities
MR EEBE (WTRE)
NAER REfR A B 5 ERTRES ERKRE AEBEEARES (M) TEEH
2019 2018 2019 2018
—E-hE “E-N\F | ZB-NAF | ZE-N\F
Grand Kinetic Limited Hong Kong HK$2 HK$2 100% 100%  Property holding and
BEERAA 7 February 2001 2B 2B leasing
EE NERBEREE
—ET-F_FtA
Knight Prosper Limited British Virgin Islands/Hong Kong Us$1 Us$1 100% 100%  Financial investment
6 March 2018 1£% 1%7T PRRE
—Z-\F=ARA
Leading Rainbow Limited Hong Kong HK$1 HK$1 100% 100%  Advertising
BYERAA 2 September 2016 187 17T EE
&
—T-R"FAAZR
Leader Bright Limited Hong Kong HK$1 HK$1 100% 100%  Properties development
ERER AT 18 December 2015 187 BT MEER
EE
“E-RE+ZA+N\R
LS Finance (2017) Limited British Virgin Islands/Hong Kong Us$1 Us$1 100% 100%  Financing
1 November 2011 1£% 1%7T AE
—E——f+—-f-H
LS Finance (2022) Limited British Virgin Islands/Hong Kong US$1 Us$1 100% 100%  Financing
27 September 2012 1%5n (E BE
HBABRES/BE
ZE-ZFAAZTLA
LS Finance (2025) Limited British Virgin Islands/Hong Kong Us$1 Us$1 100% 100%  Financing
2 June 2015 (EV (E BA
—E-RFRAZA
Pacific Trump Development Limited  Hong Kong HK$2 HK$2 100% 100%  Property holding and
HEHRBEEFRAR 6 July 1995 2% 2B leasing
& NERBREE
—hWAEFLARAE
Public Might Limited Hong Kong HK$1,000 HK$1,000 100% 100%  Property holding and
HEFRAA 30 August 1984 1,000 T 1,0007 7T leasing
90 MERBREE
—WN\BENA=THE

Lifestyle International Holdings Limited Annual Report 2019
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35. Particulars of principal subsidiaries (continued) 35. FEMBERAAIFE (&)

Place of incorporation/

operation (if different) and Issued and fully paid share ~ Attributable equity interest
Name of company date of incorporation capital/registered capital of the Group (note) Principal activities
HEMAY S (NTRRE)
ARAER R A H ERTRES ERBE AEEEERER () TEEH
2019 2018 2019 2018
ZE-NEF —T-)N\F | ZB-NF | Z2-\F
Ronson Kwok Asia Pacific Limited ~ Hong Kong HK$1,000,000 HK$1,000,000 100% 100%  Club operator
5 October 1993 1,000,000 T | 1,000,008 7T BfeE
EE
—WAEF+ARA
Sogo Hong Kong Company Limited  Hong Kong HK$4,000,000 HK$4,000,000 100% 100%  Retailing business
SH(BR)BEEERARA 23 September 1983 4,000,0005& 7T | 4,000,000/ T TEEK
Ei
—“AN=FAAZT=H
Superlite Limited British Virgin Islands/Hong Kong USs$1 US$1 100% 100%  Property holding and
3 April 2001 1%7 (E leasing
REEBRHRE /B WERERIEE
—ZZ-FNA=H
Tycoon Achieve Limited British Virgin Islands/Hong Kong Us$1 US$1 100% 100%  Financial investment
23 October 2014 1= (E SREA
“E-WE+AZT=A
Note: LS Finance (2017) Limited, LS Finance (2022) Limited and LS Finance (2025) ffi3E : LS Finance (2017) Limited * LS Finance
Limited are directly held by the Company. Other subsidiaries are indirectly (2022) Limited & LS Finance(2025) Limited J3
held by the Company. BARAEERA - HMHB AR JIBEAR

ARESE -

The above table lists the subsidiaries of the Group which, in the LS RINEARRBEERABEELENR
opinion of the directors of the Company, principally affected the SEFXENEEZALENBRR - AR
results or assets of the Group. To give details of other subsidiaries REERR RHAGBHBARENESE
would, in the opinion of the directors of the Company, result in BEERE -

particulars of excessive length.

ARERSEAMAT —T-ATTH 167
a 3



Notes to the Consolidated Financial Statements (continued) %= & B % 3R 3% fft & (4&)
for the year ended 31 December 2019 Bl ZE —E — W F+_A=+—HILFE

36. ARFMBRAERRERE

RBERBR - ARFAPBRRRENE

36. Statement of financial position and reserves of
the Company

Information about the statement of financial position of the

168

Company at the end of the reporting period includes: 7=
2019 2018
—E-NF —ZE-N\F
HK$'000 HK$'000
FET FHT
Non-current assets EREEE
Investments in subsidiaries I ENGIES§= 4,194 4,194
Amounts due from subsidiaries (note a) JRE s B B R B 3RIE (B 5Ea) 10,791,412 13,206,462
10,795,606 13,210,656
Current assets MBNEE
Other receivables E b U FRIB 248 1,042
Amounts due from subsidiaries (note b) JiE LB B~ R IA (MY 3Eb) 549 222,164
Cash and cash equivalents RBeRBEFED 37,236 96,991
38,033 320,197
Current liabilities mEEE
Other payables H e 5108 3,607 3,513
Amounts due to subsidiaries (note ¢ JETH B A R FA (M sEc) 9,635,834 12,333,671
Tax payable JE & 1A 22,739 440
9,662,180 12,337,624
Net current liabilities REBEEREE (9,624,147) (12,017,427)
Net assets AEFE 1,171,459 1,193,229
Capital and reserves B R
Share capital % A 7,510 7,510
Reserves (note d) & (I sEd) 1,163,949 1,185,719
1,171,459 1,193,229
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36. Statement of financial position and reserves of
the Company (continued)
Movement of the reserves of the Company is as follows:

36. ANAMBRRERREE (F)

ARFMBEEDOT -

Capital
redemption Retained
reserve profits Total
X
WEf@E  REER @t

HK$'000 HK$'000 HK$'000
R TAT FTAET

At 1 January 2018 R-ZE—-N\F—HF—H 687 1,287,386 1,288,073
Profit and total comprehensive income for the year 78 [& ) | 2 2 T WA 4B 58 — 2,446,237 2,446,237
Dividends paid BEIRARE —  (1,006,188)  (1,006,188)
Share repurchased PR 503 (1,542,906)  (1,542,403)
At 31 December 2018 RZZE—NF+=-A=+—H 1,190 1,184,529 1,185,719
Profit and total comprehensive income for the year ZANF @ F| K 2 A B — 984,514 984,514
Dividends paid BRI E - (1,006,284) (1,006,284)
At 31 December 2019 RZZE-NFE+-A=+—H 1,190 1,162,759 1,163,949
Notes: P EE

As at 31 December 2019, the amounts due from subsidiaries are unsecured
and have no fixed repayment terms. An amount of HK$3,698,000,000 (2018:
HK$4,003,496,000) bears prevailing interest rate and the remaining amount
of HK$7,093,412,000 (2018: HK$9,202,966,000) is interest-free. In the
opinion of the directors, based on their assessment as at the end of the
reporting period of the estimated future cash flows from the subsidiaries,
the amount due from subsidiaries will not be repayable within one year
from the end of the reporting period, accordingly the amount is classified

as non-current.

The amounts due from subsidiaries are unsecured, interest-free, and

repayable on demand.

As at 31 December 2019, the amounts due to subsidiaries are unsecured
and repayable on demand. An amount of HK$5,408,880,000 (2018:
HK$6,003,496,000) is interest bearing and the remaining amounts of
HK$4,226,954,000 (2018: HK$6,330,175,000) is interest-free.

The Company's reserves available for distribution as at 31 December 2019
consisted of retained profits of HK$1,162,759,000 (2018: HK$1,184,529,000).

a. R-Z-AF+-A=1+—0 BRHEBEA
RAlZ KB ERT R BRTERER - &
%3,698,000,000/8 L (ZZF — N\ &F ¢
4,003,496,0007% 7T) AR T R R &1 8 - Flgs
+ %87,093,412,000 T (=T — )\ F :
9,202,966,0008 L) £ B - EER A - IRE
FEEREHRTEMBRRINEERRIE
& B R R REE TSRS R
—FLAANEE WD EARIETE -

b. FEYHTE R R FIRTYEER - B RIRE R

BE -

c. R-Z-AFE+-_A=+—8 ENHBA
RIZHEBDEERARREREE -
5,408,880,0007%8 7T (= Z — J\ £ : 6,003,496,000
PETT) RER S - T R & 584,226,954,0007% 7T
—ZT—)\4 : 6,330,175,000/%7C) AR -

d. RIE—NF+_A=+—H  AQFH
Dk FEEEIEREHEF491,162,759,0007 7T
(ZZ—\4 : 1,184,529,000/8 7T) ©
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37.

170

Subsequent events

Since early 2020, the coronavirus epidemic (“the COVID-19
outbreak”) has spread across China and other countries, and it has
affected retail business in Hong Kong and economic activities of the
Group to some extent. As an operator of department stores in Hong
Kong, the Group's revenue, cash flows and profit from the operation
are expected to decrease as compared to the same period in 2019
due to the impact from the COVID-19 outbreak.

In preparing the consolidated financial statements, the Group
applies fair value model to measure its investment property,
financial assets at fair value through other comprehensive income
and financial assets at fair value through profit or loss. In 2020, fair
value of the Group's investment property and financial assets at fair
value may be subject to fluctuations due to the COVID-19 outbreak.

Up to the date on which these consolidated financial statements are
issued, the Group is still in the process of assessing the impacts of
the COVID-19 on the financial performance and position of the
Group and is currently unable to estimate the quantitative impacts
to the Group. The management of the Group will pay close
attention to the development of the COVID-19 outbreak and
perform further assessment of its financial impact.

The COVID-19 outbreak is a non-adjusting event after the financial
year end and does not result in any adjustments to the consolidated
financial statements for the year ended 31 December 2019.

37. KERRER

BE_Z_ZTFPUR SR sEE
([COVID-19%Z 18 ]) B i & A Bl F1 A B
R WE—ERELIFETEENTEE
BMASBENGELZS - EA—EEEE
ERRMEEE  HRCOVID-19F BRI
2 I AEENRA B REMLE
AMEE —E— N ERE T -

ERUGREMBEREN  AEBRAAF
BEMGEEREYE RAFEFAR
thembzme eMEEARIEAFETA
BHZEHEE - E_T_ZF KA£H
REMENSREENAFEETER
COVID-19%& 1B HIR KB

HEAGZEYBHRREM 2B AEED
ERHECOVID-19Z B AN E B IS A
AR E - BATHELAS(CETEARE
EmEE - AEETEEBTRUEE
COVID-19%&1Em R - WHHM IS EHE
1Ti#E— A o

COVID-19&EREF B F & BB MIERAE
=G AT eHEEz_T—NFd+=
B=+—RIEFEZEEMBERERIELT
BEEN
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Five-Year Group Financial Summary

T FEEEERE

Results

For the year ended 31 December

HE+_A=T—HILFE

2015 2016 2017 2018 2019
“E-nF ZEBERF ZEBEtF ZE-N\F| ZE-hE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHT THT TET FHT THR
Turnover HEE 6,171,393 4,671,971 3,755,092 4,358,010 3,542,032
Profit attributable to owners ANEEE NIRRT
of the Company 1,914,392 1,600,907 2,875,674 1,690,070 1,890,676
Eamings per share (HK9) BREMN(ET)
— Basic —ER 119 1.00 1.79 1.08 1.26
— Diluted — &% N/A N/A N/A N/A N/A
Total dividends per share (HK cents) SRS 4% (&) 63.2 63.2 63.2 665 30.0
Assets and liabilities EENREE
At 31 December R+-—A=+—H
2015 2016 2017 2018 2019
—E-RF ZE-AF ZEtF ZFE\F| ZE-AF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL TEL THL TEL TET
Total assets BELE 28,804,274 21,117,336 21,363,554 20,567,503 | 24,501,539
Total liabilities BERE (15708,143)  (18,669,420)  (17484,888)  (17,636,119)| (20,660,235)
Net assets BEFE 13,096,131 2447916 3,878,666 2,931,384 3,841,304
Non-controlling interests IR R (1,973,072 (597,542) — — -
Net assets attributable to owners of AR RHAE AEEEEFE
the Company 11,123,059 1,850,374 3,878,666 2,931,384 3,841,304
Net assets per share (HK9) BREEFE(ET) 8.17 153 242 1.95 2.56
Net assets per share attributable to N2 & H AE(S
owners of the Company (HK$) BREEFE(ET) 694 1.15 242 1.95 2.56
Number of shares issued BEITRMEA 1,602,586,500  1,602,586,500  1,602,586,500  1,501,916,000 |1,501,916,000

HRERKERRLE —E-AFFR
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Particulars of Major Property

ETEMEFR

Property under development BRPYE
Attributable
Gross floor Nature of  interestto Category of Stage of Expected
area Site area property  the Group lease  completion completion Lot number
A5E
BEAHE & MEME Eit#ER HESH TR B BHAT TR
sq.m. sq.m.
FRA FRA
Property under development located at New Kowloon 101,900* 14159 Commercial 100% Medium Under End of 2022 6557
Inland Kai Tak, Area 1E Site 2, Kowloon, [HES FH  development —E--FER
Hong Kong BRD
REANERES ER2R BT NENBE L
BRAME

* Approximately 49.0% of the development is expected to be forown — * BB #49.0%TREER A -

use.
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Lifestyle International Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

20/F., East Point Centre, 555 Hennessy Road
Causeway Bay, Hong Kong

NEEBREEGRAR
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RAHFL2018

Tel E5E: (852) 2833 8338
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