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It is my pleasure to present the results of Lung Kee (Bermuda) Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31st December, 2013.

The Group’s revenue in the year ended 31st December, 2013 was approximately HK$2,221 million (2012:
approximately HK$2,402 million). Profit attributable to owners of the Company in the year ended 31st
December, 2013 was approximately HK$145 million (2012: approximately HK$197 million). Basic earnings
per share in the year ended 31st December, 2013 was HK22.99 cents (2012: HK31.13 cents).

During the period under review, as affected by the external economic situation and the increase of operating
cost of new factory, though its productivity maintained at the similar level, the Group’s performance lagged
behind expectation as compared with the year of 2012.

The economy of Euro zones shows signs of improvement and the Euro currency tends to be more stable
that brings hope to the global economy. The economic situation of the United State turns good and
hopefully can expedite the revival pace of the global economy. The Group foresees that while the global
business environment may still fluctuate but it will improve in long term.

As the economic performance of European countries and the United States turns around, coupled with the
appreciation rate of Renminbi decelerates, it is anticipated that the export business of China will continue to
improve. Furthermore, it is believed that once the sales orders from those countries rebound, the Group’s
production can be fully utilized in fulfilling customers’ need. On the other hand, the Central Government
of China endeavors to consolidate its Gross Domestic Product (GDP) target to 7.5%. It is expected that
the China business development will be upheld at a reasonable growth rate. Following the promotion of
urbanization, the average income of workforce in China is uplifted, it is estimated the domestic consumption
market will boom continuously and drive the economic development in China. The Group anticipates a
favorable development in the automobile parts and components business, especially models integrated with
advanced technology will be promoted to the market consecutively. In light of this, the Group will further plan
to penetrate into the high-end large size automobile parts and components mould manufacturing business.
Moreover, market demand for household electrical appliances, technological products such as computer,
tablet personal computer and mobile phone as well as the energy-saving and environmental friendly
products are enormous, creating ample room for business development. Since plenty business opportunities
prevail in the market, the Group will devise appropriate market strategy and set its development direction in
order to fortify its market leading position.

Turning to the production in the Heyuan factory, Guangdong Province, China, through streamlining
its production flow, installing new machinery in replacing low efficient ones, achieving a higher level of
automation and emphasizing on machineries maintenance, the Group aims at fully utilizing its scale of
production and reinforcing product precision so as to support the production needs in different regions.
Both the production skills and capacity have been elevated, the Heyuan factory is able to capture more high
precision orders for export. This eventually helps the Group to develop in-depth machining services for the
medium to high-end mould market and enhances its competitiveness.
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At the same time, for the new plant in Hangzhou city, Zhejiang Province, China, besides promoting and
exploring its steel distribution business, full effort will be put in ameliorating its mould base business. In
addition to actively recruiting local technical labor, Heyuan factory, Guangdong Province, China will deploy
skilled labor to Hangzhou factory to strengthen its mould base production skill. Furthermore, large size
machineries will be installed gradually. Once machineries and equipments can be coordinated with the
improved production skills, it is anticipated the mould base production capacity will be sharply lifted and it
will facilitate the Group to explore the automobile parts and components mould business and further extend
its market share in the Eastern, Central and Northern region of China.

To reinforce its marketing and sales channel, the Group will enhance its direct sales team, open up more
sales office and adopt multiple sales promotion means such as internet sales in order to satisfy local
customers’ needs and to extend its market coverage.

The operating cost is expected to follow an upward trend. In light of this, the Group has implemented cost
monitor measures by advocating “green production”, effective resources utilization and waste reduction.
The Group continues to move in this direction and promote suitable measures to lower its operating cost
and risk. In view of the recent policy as advocated by the Chinese Government in encouraging business
development for high value-added enterprises, eventually the low value-added enterprises will be knocked
out gradually. Consequently, the labor supply will become more abundant in the market. Comparatively
speaking, with its manpower policy and facilities provided, the Group is in a more competitive position in
attracting and retaining competent labor. Therefore, it is expected the severe skilled labor shortage can be
relieved slightly though labor cost will still be unavoidably increasing.

Owing to the overproduction of mould steel in China, the Group expects that the price of local mould steel
will move downwards but still fluctuate constantly. For imported steel, price remains relatively stable without
big variation. The Group will closely monitor the market situation and flexibly regulates its inventory level with
an aim to lower its material cost.

Looking ahead, the Group still sticks to its prudent and pragmatic principles as well as adopts a positive
attitude in facing every challenge and opportunity. The Group also looks for advancement and seeks for
excellence in its management and production skills in order to consolidate its leading position in the industry
and bring a stable return to shareholders.

Taking this opportunity, the Board of Directors would like to express our thanks to all staff for their hard work

and contribution rendered. Also, sincere gratitude is extended to our shareholders and business partners for
their great support.

Siu Tit Lung
Chairman

Hong Kong, 27th March, 2014
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During the year ended 31st December, 2013, the Group continued to focus on the manufacturing and
marketing of mould bases and related products.

The Group recorded revenue of approximately HK$2,221 milion and earnings of approximately HK$145
million for the year ended 31st December, 2013.

In the year of 2013, the economic performance of Europe was still weak. The United States economy
was improving, yet still in a slow pace toward recovery. As the recovery speed of global economy fell
behind expectation, coupled with the appreciation of Renminbi, the export business of China was setback
with a notable drop in growth rate. Furthermore, the Chinese banks tightened their credit control that
led to a shortage of floating capital in the market, directly suppressed the market capital investment and
consumption desire, resulting in a slow down in the domestic consumption market. The reduction of
aggregate orders in mould market triggered off a fierce competition among the mould manufacturers, thus,
the price of mould products further pressed down. On the other hand, the initial operating cost of the new
plant in Hangzhou city, Zhejiang Province, China was enlarged, however, its sales performance was not up
to expectation, as a result, the Group’s profit margin diminished as compared with last year.

During the period as reviewed, production capacity of the high precision mould base production workshop,
located in the Heyuan factory, Guangdong Province, China, has been enhanced steadily with the gradual
uplift of production skills. The workshop mainly concentrated on producing high precision mould base for
overseas countries including Europe, the United States and Japan. Restricted by insufficient orders placed
by those export markets, the workshop facility and production capacity were not fully utilized and did not
contribute much profit to the Group.

For the new plant in Hangzhou city, Zhejiang Province, China, during the first half year, the Group
concentrated on developing its mould steel business with smooth development. In the second half year,
mould base production began to operate; machineries, outfits and related facilities continued to be
ameliorated. However, work force could not be equipped timely due to the shortage of technical labor,
therefore, the productivity of mould base was hindered. Entering into the fourth quarter of the reviewed
year, production line, equipment and part of the production labor of Taizhou plant in Eastern region in China
had been completely merged into the Hangzhou plant. Since it took time for coordinating the manpower,
machineries and equipment, the Group’s performance was impeded notably during this period. In addition,
the fixed cost of Hangzhou plant, including various plant expenses and depreciation cost of machineries and
equipment, had gradually increased, further aggravated the Group’s burden in operating its business and
dragged down its profit performance. Toward the end of the reviewed year, both machineries and manpower
supply were better coordinated, the production capacity was gradually improved and attained similar
production capacity as the previous Taizhou plant.

The Group endeavored to control the growth rate of its operating costs and had achieved favorable results.
As influenced by the unfavorable external environment, operating costs such as oil price and transportation
expenses surged continuously. Fortunately, the Group took measures to monitor cost and reduce waste,
thus, relatively speaking, the operating cost was only increased mildly. Though the severe shortage of
skilled technical labor had pushed up the wages, through continuously meliorating the work process and
organization structure; the Group managed to keep the labor cost under control.
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The Group has been prudent in evaluating the credit risk of its customers. Though there was a lack of cash
flow in the prevailing market, the Group still sustained a relatively low bad debt rate, maintaining a stable and
healthy financial position.

The local mould steel price recorded a decrease during the reviewed period and slightly alleviated the burden
of the material cost borne by the Group. Regarding the imported mould steel, its price was relatively stable
and the range of fluctuation was quite small.

In conclusion, the Group still achieved a steady business development. Yet, the Group’s profit, as compared
with that in last year, showed a regression and its performance fell behind expectation.

Termination of the disposal of land use right and related assets

The agreement dated 6th July, 2013 (the “Agreement”) entered into between /&fE T BE MAR A
Shanghai Lung Kee Metal Products Co., Ltd., an indirect wholly-owned subsidiary of the Company, as the
vendor and an independent third party as the purchaser in relation to the disposal of the land use right of
the land situated at No. 68 Min Yi Road, Songjiang District, Shanghai, the PRC and all premises erected on
the land and the complementary facilities at an aggregate consideration of RMB109,000,000 (equivalent to
approximately HK$137,792,000) was terminated by the issue of a notice of termination to the purchaser by
the vendor on 18th October, 2013 as the purchaser failed to fulfil the payment terms of the Agreement and
failed to remedy the default in accordance with the terms of the Agreement. The vendor has engaged a PRC
law firm to take legal action against the purchaser accordingly to protect the relevant interests. Relevant
details are set out in the announcements of the Company dated 8th July, 2013, 18th October, 2013 and
29th October, 2013.

As at 31st December, 2013, the Group had bank balances of approximately HK$737 million. The bank
balances were placed in short term deposits with major banks in Hong Kong and the PRC.

The Group adopted conservative measures to hedge any exchange fluctuation if the exposure is considered
significant by the management.

The Group continues to incur capital expenditure for the plant expansion and factory construction, which is
financed by internal resources.
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Total debts of the Group were approximately HK$194 million, equal to approximately 8% of equity
attributable to owners of the Company of approximately HK$2,478 million.

As at 31st December, 2013, the Group employed a total of approximately 5,300 employees, including
approximately 4,900 employees in its PRC production sites and approximately 400 employees in Hong Kong
and other countries. The Group adopts a competitive remuneration package for its employees. Promotion
and salary increments are assessed based on a performance related basis. Share options may also be
granted to employees with reference to the individual’s performance.
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The Company is committed to adopting the standards of corporate governance. The board of directors (the
“Board”) of the Company believes that good governance is essential to achieving the Group’s objectives of
maximizing shareholders’ value and safeguarding the interests of the shareholders.

During the financial year ended 31st December, 2013, the Company has complied with all code provisions
as set out in the Corporate Governance Code (the “Code”) contained in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules”).

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 of the Listing Rules as its own code of conduct regarding securities
transactions by the directors.

Having made specific enquiry of all directors, all directors declared that they have complied with the Model
Code for the year ended 31st December, 2013.

The Board has the collective responsibility for leadership and control of, and for promoting the success of,
the Group by directing and supervising the Group’s affairs. The Board sets strategies for the Group and
monitors the performance of the management.

As at the date of this report, the Board consists of five executive directors and three independent non-
executive directors.

Executive directors

Mr. Siu Tit Lung (Chairman)

Mr. Siu Yuk Lung (Managing Director)
Mr. Mak Koon Chi

Mr. Wai Lung Shing

Mr. Ting Chung Ho

Independent non-executive directors
Mr. Liu Wing Ting, Stephen, JP

Dr. Lee Tat Yee

Mr. Lee Joo Hai

Mr. Siu Tit Lung is the Chairman of the Company and Mr. Siu Yuk Lung is the Managing Director of the
Company. They are brothers.
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Two independent non-executive directors possess recognised professional qualifications in accounting. The
independent non-executive directors bring independent judgement, knowledge and experience to the Board.

During the financial year ended 31st December, 2013, an annual general meeting was held and the Board
held four regular meetings at approximately quarterly intervals. The attendance of each director is set out as
follows:

Attendance at Attendance at
Name of Director annual general meeting board meetings
Executive directors
Mr. Siu Tit Lung (Chairman) 11 4/4
Mr. Siu Yuk Lung (Managing Director) 1/1 4/4
Mr. Mak Koon Chi 1/1 4/4
Mr. Wai Lung Shing 11 4/4
Mr. Ting Chung Ho 11 4/4
Mr. Fung Wai Hing 11 4/4

(resigned with effect from 31st December, 2013)

Independent non-executive directors
Mr. Liu Wing Ting, Stephen, JP 11 4/4
Dr. Lee Tat Yee 11 4/4
Mr. Lee Joo Hai 11 4/4

In respect of regular board meetings, an agenda and accompanying board papers of the meeting are sent in
full to all directors at least 3 days before the intended date of a meeting.

The management has the obligation to supply the Board and the various Committees with adequate
information in a timely manner to enable the members to make informed decisions. Each director has
separate and independent access to the Group’s senior management to acquire more information than is
volunteered by management and to make further enquiries if necessary.

The Board is responsible for determining the overall strategy and corporate development and ensuring the
business operations are properly monitored. The Board delegates the day-to-day operations to general
managers and department heads who are responsible for different aspects of the operations of the Group
while it reserves the right to decide all policy matters of the Group and material transactions.

The Board has delegated the responsibility for performing the corporate governance duties set out in the
code provision D.3.1 of the Code to the Audit Committee.

The directors are continually updated with the regulatory requirements, business activities and development
of the Group to facilitate the discharge of their responsibilities. The directors should participate in continuous
professional development to develop and refresh their knowledge and skills. This is to ensure that their
contributions to the Board remain informed and relevant.
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All directors have participated in continuous professional development and have provided to the Company
the records of the training they received during the financial year ended 31st December, 2013. The individual
training record of each director received for the year ended 31st December, 2013 is summarized below:

Briefings and Attending

updates on seminars,

the business, workshops or

operations and exhibitions relevant

corporate to the business or

Name of Director governance matters directors’ duties

Executive directors

Mr. Siu Tit Lung (Chairman) v v

Mr. Siu Yuk Lung (Managing Director) v v

Mr. Mak Koon Chi v v

Mr. Wai Lung Shing v v

Mr. Ting Chung Ho v v

Mr. Fung Wai Hing v v

(resigned with effect from 31st December, 2013)

Independent non-executive directors

Mr. Liu Wing Ting, Stephen, JpP v v

Dr. Lee Tat Yee v v

Mr. Lee Joo Hai v v

The Company segregates the role of Chairman from the Managing Director. The Chairman provides
leadership to the Board and is responsible for the overall strategic planning and corporate development,
whereas the Managing Director is responsible for policy making and corporate management in order to
implement the strategies approved by the Board.

All independent non-executive directors of the Company are appointed for a specific term, subject to re-
election.

The independent non-executive directors participate actively in the board meetings. They bring an
independent judgement on issues of strategy, policy, performance, accountability, resources, key
appointments and standards of conduct. The independent non-executive directors are also members of
Audit Committee, Nomination Committee and Remuneration Committee.
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The Company has maintained the Audit Committee, the Nomination Committee and the Remuneration
Committee throughout the year to oversee particular aspects of the Group’s affairs. Each of these
committees has specific written terms of reference, which deal clearly with their authorities and duties.
The chairmen of the committees will report the findings and recommendations of the committees to the
Board after each meeting. The minutes of all meetings of the committees are circulated to the Board for
information.

A Nomination Committee was established by the Company in 2004. As at the date of this report, the
Nomination Committee comprises three independent non-executive directors of the Company, Mr. Lee Joo
Hai, Mr. Liu Wing Ting, Stephen, Jrp and Dr. Lee Tat Yee. Mr. Lee Joo Hai is the chairman of the Nomination
Committee.

The primary function of the Nomination Committee is to review the structure, size and diversity (including
without limitation, gender, age, cultural and educational background, ethnicity, professional experience,
skills, knowledge and length of service) of the Board on a regular basis and make recommendations to the
Board regarding any proposed changes. The terms of reference of the Nomination Committee are available
on the website of the Stock Exchange and the Company’s website.

During the financial year ended 31st December, 2013, the Nomination Committee held four meetings. The
attendance of each member is set out as follows:

Name of Member Number of attendance
Mr. Lee Joo Hai (Chairman) 4/4
Mr. Liu Wing Ting, Stephen, JP 4/4
Dr. Lee Tat Yee 4/4

The chairman of the Nomination Committee will report the findings and recommendations of the Nomination
Committee to the Board after each meeting. The minutes of all meetings of Nomination Committee are
circulated to the Board for information.

The following was a summary of the work performed by the Nomination Committee in 2013:
1. reviewed the structure, size and diversity of the Board. The Nomination Committee endorsed that the
Board possesses of a diversity of skKills, expertise, experience and qualifications and believed that the

Board performs its duties competently.

2. assessed the independence of all the independent non-executive directors and reviewed the
independent non-executive directors’ confirmations on their independence.
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3. nominated Mr. Siu Tit Lung, Mr. Mak Koon Chi and Dr. Lee Tat Yee for the Board’s recommendations
to stand for election at the 2013 annual general meeting of the Company and reviewed the relevant
sections in the circular to the shareholders of the Company.

4. interviewed with the executive directors of the Company (including the Chairman and the Managing
Director) to realize their plans for succession.

5.  reviewed the retirement policy of the Group to see if there was any update.
6. endorsed the resignation of an executive director who resigned for retirement purpose.

7. reviewed the relevant disclosures made in the Directors’ Report of the 2012 annual report of the
Company (the “Annual Report”).

8. reviewed the Corporate Governance Report, which was included in the Annual Report.

9. reviewed the Group’s compliance with the Code.

10. endorsed a Board Diversity Policy.

11. endorsed the revised terms of reference of the Nomination Committee.

12. launched the annual “Director’s Self-Assessment Review”.

183. considered those topics, which were requested by the Board and reviewed those relevant documents.
Below is the summary of the Board Diversity Policy:

The Company recognises and embraces the benefits of having a diverse Board to enhance the overall quality
of its performance.

The Company sees increasing diversity at the Board level as an essential element in supporting the
attainment of its strategic objectives and its sustainable development. In designing the Board’s composition,
Board diversity has been considered from a number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge and length of
service. Selection of candidates will be based on a range of diversity perspectives, including but not limited
to the aforesaid mentioned aspects. All Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard for the benefits of diversity on the Board.

The Nomination Committee will report annually on the Board’s composition under diversified perspectives,

and monitor the implementation of this policy. The Nomination Committee will discuss any policy’s revisions
that may be required, and recommend any such revisions to the Board for consideration and approval.
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A Remuneration Committee was established by the Company in 2004. As at the date of this report, the
Remuneration Committee comprises three independent non-executive directors of the Company, Dr.
Lee Tat Yee, Mr. Liu Wing Ting, Stephen, JP and Mr. Lee Joo Hai. Dr. Lee Tat Yee is the chairman of the
Remuneration Committee.

The primary function of the Remuneration Committee is to make recommendations to the Board on the
Group’s policy and structure for all remuneration of directors and senior management. The terms of
reference of the Remuneration Committee are available on the website of the Stock Exchange and the
Company’s website.

During the financial year ended 31st December, 2013, the Remuneration Committee held four meetings. The
attendance of each member is set out as follows:

Name of Member Number of attendance
Dr. Lee Tat Yee (Chairman) 4/4
Mr. Liu Wing Ting, Stephen, JP 4/4
Mr. Lee Joo Hai 4/4

The chairman of the Remuneration Committee will report the findings and recommendations of the
Remuneration Committee to the Board after each meeting. The minutes of all meetings of Remuneration
Committee are circulated to the Board for information.

The following was a summary of the work performed by the Remuneration Committee in 2013:

1. reviewed the Group’s emolument policy and structure for the remuneration of directors and senior
management of the Group, having regard to the Group’s operating results, individual performance and
comparable market statistics.

2. assessed the performance of the executive directors and considered the remuneration package of
executive directors by reference to the prevailing packages with companies listed on the main board of
the Stock Exchange.

3. reviewed the relevant disclosures made in the Directors’ Report of the Annual Report.

4. reviewed the Corporate Governance Report, which was included in the Annual Report.

5.  reviewed the Group’s compliance with the Code.

6. considered those topics, which were requested by the Board and reviewed those relevant documents.

The Remuneration Committee has adopted the model set out in the code provision B.1.2(c)(ii) of the Code,

i.e. to make recommendations to the Board on the remuneration packages of individual executive directors

and senior management.
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Details of the remuneration of directors are disclosed on an individual basis and are set out in note 10 to the
consolidated financial statements of the Group. As the members of the Board coincide with the members of
the senior management of the Group and the remuneration of directors have been disclosed, no disclosure
about the remuneration payable to members of senior management could be made.

An Audit Committee was established by the Company in 1998. As at the date of this report, the Audit
Committee comprises three independent non-executive directors of the Company, Mr. Liu Wing Ting,
Stephen, Jp, Dr. Lee Tat Yee and Mr. Lee Joo Hai, two of whom possess recognised professional
qualifications in accounting and have wide experience in auditing and accounting. Mr. Liu Wing Ting,
Stephen, JpP is the chairman of the Audit Committee.

The primary function of the Audit Committee is to review and supervise the Group’s financial reporting
process and internal controls. The Audit Committee has accepted the Board’s delegation of responsibility
for performing the corporate governance duties set out in the code provision D.3.1 of the Code. The terms
of reference of the Audit Committee are available on the website of the Stock Exchange and the Company’s
website.

During the financial year ended 31st December, 2013, the Audit Committee held four meetings at
approximately quarterly intervals to review the quarterly results presented by the management and to
discuss the internal audit findings prepared by the Internal Audit Department. The external auditor, Messrs.
Deloitte Touche Tohmatsu, attended three regular meetings, which included the meetings in conjunction with
the release of the half year and full year results announcements.

During the financial year ended 31st December, 2013, the Audit Committee held four meetings. The
attendance of each member is set out as follows:

Name of Member Number of attendance
Mr. Liu Wing Ting, Stephen, Jp (Chairman) 4/4
Dr. Lee Tat Yee 4/4
Mr. Lee Joo Hai 4/4

The chairman of the Audit Committee will report the findings and recommendations of the Audit Committee
to the Board after each meeting. The minutes of all meetings of Audit Committee are circulated to the Board
for information.

The following was a summary of the work performed by the Audit Committee in 2013:

1. reviewed the Group’s consolidated financial statements for the year ended 31st December, 2012 and
the annual results announcement with a recommendation to the Board for approval.

2. reviewed the relevant disclosures made in the Directors’ Report of the Annual Report.
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10.

11.

12.

13.

14.

15.

16.

reviewed the Corporate Governance Report, which was included in the Annual Report.
met with the external auditor without the presence of the executive directors of the Board.

reviewed the Group’s consolidated financial statements for the period from 1st January, 2013 to 30th
April, 2013 with a recommendation to the Board for approval.

assessed broadly any special risks faced by the Group and reviewed the effectiveness of the internal
control system of the Group through the Internal Control Review Task Force, which was established by
the Audit Committee and comprised all the members of the Audit Committee and Mr. Chan Chun Sing,
Colin, the adviser of the Board. Based on the assessment and findings from the review conducted by
the Internal Control Review Task Force, it was concluded that the Group operated at a manageable risk
level and kept on improving the management system.

reviewed the Group’s consolidated financial statements for the six months period ended 30th June,
2013 and the interim results announcement with a recommendation to the Board for approval.

reviewed the Group’s consolidated financial statements for the period from 1st January, 2013 to 31st
October, 2013 with a recommendation to the Board for approval.

reviewed the Group’s policies and practices on corporate governance and make recommendations to
the Board.

reviewed the training and continuous professional development of directors.

reviewed the Group’s compliance with the Code.

reviewed the annual internal audit plan submitted by the Group’s Internal Audit Department.
reviewed the findings and recommendations submitted by the Group’s Internal Audit Department.

reviewed the reports including the 2013 audit planning report and the management letters submitted by
external auditor.

considered the 2013 audit fees with a recommendation to the Board for approval.

considered those topics, which were requested by the Board and reviewed those relevant documents.

At the Audit Committee meeting on 27th March, 2014, the Audit Committee reviewed the Group’s
consolidated financial statements for the year ended 31st December, 2013, the disclosure in this corporate
governance report and the annual results announcement with a recommendation to the Board for approval.

The Audit Committee recommended the re-appointment of Messrs. Deloitte Touche Tohmatsu as the
external auditor of the Group for 2014 and that the relevant resolution shall be put forth for the consideration
of the shareholders of the Company and their approval at the 2014 annual general meeting of the Company.
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The management provides such explanation and information to the Board so as to enable the Board to
make an informed assessment of the financial and other information put before the Board for approval.

The directors acknowledge their responsibility to prepare the consolidated financial statements that give a
true and fair view of the state of affairs of the Group. The Board was not aware of any material uncertainties
relating to events or conditions that might cast significant doubt upon the Group’s ability to continue as a
going concern, the Board has prepared the consolidated financial statements on a going concern basis.

The responsibility of the external auditor, Messrs. Deloitte Touche Tohmatsu, is to form an independent
opinion, based on their audit, on those consolidated financial statements prepared by the Board and to
report their opinion solely to the shareholders of Company, as a body, in accordance with Section 90 of The
Companies Act of Bermuda (the “Companies Act”), and for no other purpose.

The Company has announced its annual and interim results in a timely manner within approximately three
months and two months, respectively, after the end of the relevant period in order to enhance high level of
corporate transparency.

The Board is responsible for the Group’s internal control system and for reviewing its effectiveness.
Through the Internal Control Review Task Force, the Board reviews the effectiveness of the system of
internal control of the Group and the adequacy of resources, qualifications and experience of staff of the
Group’s accounting and financial reporting function, and their training programmes and budget. No material
deficiencies have been identified so far. The Board opines that the Group’s internal control system is
effective and the resources, qualifications and experience of staff of the Group’s accounting and financial
reporting function, and their training programmes and budget are adequate. There are no significant areas of
concern.

The Group has an Internal Audit Department. The Internal Audit Department plans its internal audit schedules
annually. The internal audit includes comprehensive audits of procedures, practices and internal controls
of both operational and financial units of the Group. The internal audit plan is then submitted to the Audit
Committee for review and comment. The Internal Audit Department conducts independent reviews of
the Group’s system of internal control, including operational and financial controls. Reports and findings
prepared by the Internal Audit Department are submitted to the Board and the Audit Committee.
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For the financial year ended 31st December, 2013, the fee paid/payable to the Group’s auditor, Messrs.
Deloitte Touche Tohmatsu, is set out as follows:

Services rendered Fee paid/payable
HK$’000
Audit services 2,643
Non-audit services
— Interim review 460
— Taxation services 98
— Audit of provident fund 6
— Review of results announcement 45

Mr. Wai Lung Shing, an executive director of the Company, was appointed as Company Secretary of the
Company on 15th December, 1992. Since Mr. Wai was appointed as Company Secretary on or before
31st December, 1994, he would be required to comply with rule 3.29 of the Listing Rules in relation to
professional training for the financial year commencing on 1st January, 2017.

(@) Convening of special general meetings on requisition by shareholders

Pursuant to Bye-law 58 of the New Bye-Laws of the Company, the shareholders of the Company
holding at the date of deposit of the requisition not less than one-tenth (10%) 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 Secretary of the Company, to require a special 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 requisitions
themselves may do so in accordance with the provisions of section 74(3) of the Companies Act.

The written requisition, duly signed by the shareholders concerned, must state the purpose of the
meeting and must be deposited at the registered office of the Company.

The Company would take appropriate actions and make necessary arrangements, and the
shareholders concerned would be responsible for the expenses incurred in giving effect thereto in
accordance with the requirements under section 74 of the Companies Act once a valid requisition is
received.
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(b)

(c)

Procedures for putting forward proposals at general meetings by shareholders

The following shareholders can submit a written requisition to move a resolution at a general meeting of
the Company:

(i) any number of shareholders representing not less than one-twentieth (5%) of the total voting rights
of all shareholders having at the date of the requisition a right to vote at the general meeting; or

(i) not less than one hundred (100) shareholders.

The written requisition specifying the resolution, duly signed by the shareholders concerned, together
with a statement of not more than one thousand (1,000) words with respect to the matter referred to
in the proposed resolution must be deposited at the registered office of the Company not less than six
(6) weeks before the general meeting in case of a requisition requiring notice of a resolution and not
less than one (1) week before the general meeting in case of any other requisition. The shareholders
concerned must deposit a sum of money reasonably sufficient to meet the Company’s expenses
in serving the notice of the resolution and circulating the statement submitted by the shareholders
concerned.

The Company would take appropriate actions and make necessary arrangements, and the
shareholders concerned would be responsible for the expenses incurred in giving effect thereto
in accordance with the requirements under sections 79 and 80 of the Companies Act once valid
documents are received.

Procedures for directing shareholders’ enquiries to the board
Shareholders may at any time send their enquiries and concerns to the Board in writing through the
Company Secretary at the Company’s head office and principal place of business in Hong Kong at 20th

Floor, Crocodile Center, 79 Hoi Yuen Road, Kwun Tong, Kowloon, Hong Kong.

Shareholders may also make enquiries with the Board at the general meetings of the Company.

The annual general meeting enables the shareholders of the Company to exchange views with the Board.
A notice of annual general meeting is sent to the shareholders of the Company at least 20 clear business
days before the meeting. The chairman of the Board and the chairmen of Audit Committee, Nomination
Committee and Remuneration Committee have attended at the annual general meeting to be available to
answer the questions of the shareholders of the Company.

Separate resolutions are proposed at the annual general meeting on each substantially separate issue,
including the election of individual director.
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The chairman of the Board invites the company secretary of the Company to give an explanation of the
detailed procedures for conducting a poll at the commencement of the annual general meeting. The

company secretary of the Company answers any questions from the shareholders of the Company regarding
voting by way of a poll.

There is no change in the Company’s constitutional documents during the financial year ended 31st
December, 20183.

Hong Kong, 27th March, 2014
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The directors present their annual report and the audited consolidated financial statements of the Company
and its subsidiaries (collectively the “Group”) for the year ended 31st December, 2013.

The Company acts as an investment holding company and provides corporate management services.
Its subsidiaries are principally engaged in the manufacturing and marketing of mould bases and related
products. The activities of its principal subsidiaries are set out in note 31 to the consolidated financial
statements.

The results of the Group for the year ended 31st December, 2013 are set out in the consolidated statement
of comprehensive income on page 32.

An interim dividend of HK6 cents per share amounting to approximately HK$37,901,000 and an interim
special dividend of HK6 cents per share amounting to approximately HK$37,901,000 were paid to
shareholders during the year.

The directors now recommend the payment of a final dividend of HK8 cents per share and a final special
dividend of HK8 cents per share to shareholders registered on the register of members on 28th May, 2014,
amounting to approximately HK$101,068,000, and the retention of the remaining profits for the year.

A summary of the results, assets and liabilities of the Group for the last five financial years is set out on page
86.

The Group’s investment properties at 31st December, 2013 were revalued by an independent firm of
qualified professional property valuers. The revaluation increase of HK$30,000,000 has been recognised in
the consolidated statement of comprehensive income. Details of the movements in the investment properties
of the Group during the year are set out in note 15 to the consolidated financial statements. Details of the
major investment properties held by the Group at 31st December, 2013 are set out on page 87.

During the year, the Group incurred capital expenditure in respect of factory premises and staff quarters
at a cost of approximately HK$44,000,000. The Group continued its plant expansion policy and expended
approximately HK$84,000,000 on new plant and machinery and approximately HK$8,000,000 on other
furniture and equipment during the year. Details of these and other movements during the year in the
property, plant and equipment of the Group are set out in note 16 to the consolidated financial statements.
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Details of the Company’s share capital are set out in note 24 to the consolidated financial statements.

The amount of the Company’s reserves available for distribution to shareholders as at 31st December, 2013
represented the retained profits of approximately HK$323,477,000.

Since the Group has a very wide customer base, the aggregate sales attributable to the Group’s five largest
customers were less than 30% of the Group’s total revenue for the year.

The Group’s largest supplier contributed 20% to the total purchases for the year while the Group’s five
largest suppliers accounted for 53% of the total purchases for the year.

At no time during the year did a director, an associate of a director or a shareholder of the Company (which
to the knowledge of the directors owns more than 5% of the Company’s share capital) have an interest in
any of the Group’s five largest customers or suppliers.

The directors of the Company during the year and up to the date of this report were:

Executive directors

Mr. Siu Tit Lung (Chairman)

Mr. Siu Yuk Lung (Managing Director)

Mr. Mak Koon Chi

Mr. Wai Lung Shing

Mr. Ting Chung Ho

Mr. Fung Wai Hing (resigned with effect from 31st December, 2013)

Independent non-executive directors
Mr. Liu Wing Ting, Stephen, JP

Dr. Lee Tat Yee

Mr. Lee Joo Hai

In accordance with Bye-laws 87(1) and 169(2) of the Company’s Bye-Laws, Mr. Ting Chung Ho, Mr. Liu
Wing Ting, Stephen and Mr. Lee Joo Hai retire from office by rotation and, being eligible, offer themselves for
re-election.

No director proposed for re-election at the forthcoming annual general meeting has a service contract with

the Company or any of its subsidiaries which is not determinable by the Group within one year without
payment of compensation (other than statutory compensation).
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Executive directors

Mr. Siu Tit Lung, aged 63, elder brother of Mr. Siu Yuk Lung, has been an executive director and the
chairman of the Company since December 1992 and is a co-founder of the Group. He is a director of
certain subsidiaries of the Company. He is also a director of Pan Island Investments Limited, the substantial
shareholder of the Company. Mr. Siu is responsible for overall strategic planning and corporate development
of the Group. He has many years of experience in metal trading and mould base manufacturing. He was
awarded the Young Industrialist Award of Hong Kong in 1993. He is also an honorary citizen of Heyuan City,
Guangdong Province in the People’s Republic of China (the “PRC”).

Mr. Siu Yuk Lung, aged 60, younger brother of Mr. Siu Tit Lung, has been an executive director and
the managing director of the Company since December 1992 and is a co-founder of the Group. He is a
director of certain subsidiaries of the Company. He is also a director of Pan Island Investments Limited, the
substantial shareholder of the Company. Mr. Siu is responsible for policy making and corporate management
of the Group. He has many years of experience in metal trading and mould base manufacturing. He is an
honorary citizen of Heyuan City, Guangdong Province in the PRC.

Mr. Mak Koon Chi, aged 55, has been an executive director of the Company since December 1992 and
is a director of certain subsidiaries of the Company. He is a past chairman of the Society of Manufacturing
Engineers (Hong Kong Chapter) and a fellow of The Hong Kong Institute of Directors. Mr. Mak is responsible
for policy making, marketing, product development and technological development of the Group and
has many years of experience in mould base manufacturing. Mr. Mak graduated from the Hong Kong
Polytechnic University and Murdoch University, Australia with a Master of Business Administration Degree.

Mr. Wai Lung Shing, aged 52, has been an executive director of the Company since December 1992.
He is the company secretary of the Company. He is also a director and a company secretary of certain
subsidiaries of the Company. Mr. Wai is responsible for policy making, finance and administration functions
of the Group. Mr. Wai graduated from the Hong Kong Polytechnic University with a Bachelor of Arts
(Hons.) Degree in Accountancy and from the University of Warwick, United Kingdom with a Master of
Business Administration Degree. He is a fellow of the Hong Kong Institute of Certified Public Accountants,
the Association of Chartered Certified Accountants, United Kingdom and The Hong Kong Institute of
Directors. He is also a member of the Institute of Chartered Accountants in England and Wales and the
Chinese Institute of Certified Public Accountants. He has extensive experience in accounting, finance and
management with both international accounting firms and commercial organisations.

Mr. Ting Chung Ho, aged 60, joined the Group in March 2000 as a general manager of a subsidiary of the
Company in the PRC and has been appointed as an executive director of the Company since April 2008
and is also a director of certain subsidiaries of the Company. Mr. Ting is responsible for policy making
and operation management of the Company. He has many years of experience in enterprise operation
and management. Mr. Ting graduated from the Open University of Hong Kong with a Master of Business
Administration Degree. He is a member of The Hong Kong Institute of Directors.
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Independent non-executive directors

Mr. Liu Wing Ting, Stephen, Justice of Peace, aged 61, has been an independent non-executive director of
the Company since December 1992. He is a member of Anhui Provincial Committee of Chinese People’s
Political Consultative Conference. Mr. Liu has been practising as a certified public accountant for many
years and is a founder director of Hong Kong Aids Foundation Limited, a member of the Hospital Governing
Committee of Kwai Chung Hospital, Princess Margaret Hospital and Tseung Kwan O Hospital and a member
of the Audit Committee of the University of Hong Kong. He is a fellow of the Hong Kong Institute of Certified
Public Accountants, the Association of Chartered Certified Accountants, United Kingdom and The Hong
Kong Institute of Directors. He has wide experience in auditing, taxation and financial management in various
fields and industries. He is the chairman of the Audit Committee of the Company.

Dr. Lee Tat Yee, aged 66, has been an independent non-executive director of the Company since December
1992. Dr. Lee obtained his doctorate degree from the University of Queensland, Australia and is a Chartered
Engineer of the Engineering Council in the United Kingdom. He is a fellow of The Hong Kong Institute
of Directors. Dr. Lee was a director of the Technology Support Centre of The University of Hong Kong
specialising in quality assurance management systems and retired. He is the chairman of the Remuneration
Committee of the Company.

Mr. Lee Joo Hai, aged 58, has been appointed as an independent non-executive director of the Company
in September 2004. Mr. Lee is a member of the Institute of Chartered Accountants in England and Wales,
the Malaysian Institute of Accountants, the Institute of Certified Public Accountants of Singapore and the
Singapore Institute of Directors. He is also a fellow of The Hong Kong Institute of Directors. He has extensive
experience in accounting and auditing. He was a partner of a public accounting firm in Singapore before
his retirement from the accounting firm. He is the chairman of the Nomination Committee of the Company.
Mr. Lee is currently an independent director of Hyflux Ltd, IPC Corporation Limited and Kian Ho Bearings
Limited, which are all listed on the main board of The Singapore Exchange Securities Trading Limited (“SGX-
ST”). He is also an independent director of Armarda Group Limited, which is listed on the Catalist of the
SGX-ST and is also an independent director of Agria Corporation, which is listed on the Nasdaqg. Mr. Lee
was also an independent director of Adampak Limited, which was listed on the main board of the SGX-
ST until 29th June, 2012, from August 2004 to June 2012 and ceased to be an independent director of
Adampak Limited subsequent to the delisting of Adampak Limited from the SGX-ST on 29th June, 2012. He
was also an independent director of Asiasons WFG Financial Ltd. from March 2008 to May 2012, which was
listed on the main board of the SGX-ST. He was also an independent director of Food Junction Holdings
Limited, which was listed on the main board of the SGX-ST until 9th December, 2013, from October 2001 to
December 2013 and ceased to be an independent director of Food Junction Holdings Limited subsequent to
the delisting of Food Junction Holdings Limited from the SGX-ST on 9th December, 2013. Save as disclosed
above, Mr. Lee did not hold other directorships in the last three years in public companies the securities of
which are listed on any securities market in Hong Kong or overseas.
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At 31st December, 2013, the directors and their associates had the following interests or short positions
in shares and underlying shares of the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFO”)) as recorded in the register required to be kept
under Section 352 of the SFO, or as otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to the Model Code for Securities Transactions by Directors of Listed Companies:

Interests in the Company

Name of director

Siu Tit Lung
(Notes 1 and 2)

Siu Yuk Lung
(Notes 1 and 2)

Mak Koon Chi

Wai Lung Shing

Ting Chung Ho

Liu Wing Ting, Stephen

Lee Tat Yee

Lee Joo Hai

Notes:

Capacity
Beneficial owner and
founder of
discretionary trust
Beneficial owner and
founder of
discretionary trust
Beneficial owner
Beneficial owner
Beneficial owner
Beneficial owner

Beneficial owner

Beneficial owner

Number of shares held

Personal
interests

37,941,444

37,941,444

3,843,750

3,843,750

720,000

150,000

150,000

300,000

Other
interests

366,210,937

366,210,937

Number

of share
options and
corresponding
number of
underlying
shares held
pursuant to
share options

150,000

150,000

500,000

500,000

500,000

150,000

150,000

150,000

Percentage
of
Company’s

Total issued share

interests

404,302,381

404,302,381

4,343,750

4,343,750

1,220,000

300,000

300,000

450,000

capital

64.00%

64.00%

0.69%

0.69%

0.19%

0.05%

0.05%

0.07%

1. Messrs. Siu Tit Lung and Siu Yuk Lung jointly held 32,631,288 shares in the Company and each owned a further
5,310,156 shares in the Company registered in their own names.

2. Pan Island Investments Limited, which is wholly-owned by a discretionary trust of which the family members of
Messrs. Siu Tit Lung and Siu Yuk Lung are beneficiaries, held 366,210,937 shares in the Company.
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Interests in associated corporations of the Company

Name of Nature of
director interests

Siu Tit Lung Personal

Personal

Siu Yuk Lung Personal

Personal

Name of
associated corporation

Lung Kee International Limited

Lung Kee Metal Limited

Lung Kee International Limited

Lung Kee Metal Limited

Number of shares held

1,000,000 non-voting
deferred shares
5,000,000 non-voting
deferred shares

1,000,000 non-voting
deferred shares
5,000,000 non-voting
deferred shares

Percentage
of issued
share capital
of the class

49.99%

49.99%

49.99%

49.99%

All the interests disclosed above represent long positions in the shares and underlying shares of the
Company or its associated corporations.

The details of the directors’ interests in the share options granted by the Company are stated in the following

section “Share Options”.

Save as disclosed herein and in the section “Share Options” and other than certain shares in subsidiaries
held as nominees by certain directors of the Company, none of the directors nor their associates had any
interests or short positions in any shares, underlying shares or debentures of the Company or any of its
associated corporations as at 31st December, 2013.
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Particulars of the Company’s share option scheme and other details are set out in note 25 to the

consolidated financial statements.

The following table discloses movements in the Company’s share options during the year:

Number of share options

At 1st Lapsed Exercised
January, during during
2013 the year the year
Category 1: Directors

Siu Tit Lung 150,000 - -
Siu Yuk Lung 150,000 - -
Mak Koon Chi 500,000 - -
Wai Lung Shing 500,000 - -
Fung Wai Hing (note) 500,000 - -
Ting Chung Ho 500,000 - -
Liu Wing Ting, Stephen 150,000 (150,000) -
150,000 - -
Lee Tat Yee 150,000 (150,000) -
150,000 - -
Lee Joo Hai 150,000 - -
Total 3,050,000 (300,000) —

Category 2: Employees
124,000 (74,000) (50,000)
3,146,000 (448,000) -
Total 3,270,000 (522,000) (50,000)
Total all categories 6,320,000 (822,000) (50,000)

At 31st
December,
2013

150,000

150,000

500,000

500,000

500,000

500,000

150,000

150,000

150,000

2,750,000

2,698,000

2,698,000

5,448,000

Date of grant

9th July, 2010

9th July, 2010

9th July, 2010

9th July, 2010

9th July, 2010

9th July, 2010

14th January, 2009

9th July, 2010

14th January, 2009

9th July, 2010

9th July, 2010

14th January, 2009

9th July, 2010

Note: Mr. Fung Wai Hing resigned as director of the Company during the year.
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Exercisable period

9th July, 2011 to
8th July, 2014

9th July, 2011 to
8th July, 2014

9th July, 2011 to
8th July, 2014

9th July, 2011 to
8th July, 2014

9th July, 2011 to
8th July, 2014

9th July, 2011 to
8th July, 2014

14th January, 2010 to
13th January, 2013
9th July, 2011 to

8th July, 2014

14th January, 2010 to
13th January, 2013
9th July, 2011 to

8th July, 2014

9th July, 2011 to
8th July, 2014

14th January, 2010 to
13th January, 2013
9th July, 2011 to

8th July, 2014

Exercise
price per
share HK$

410

410

410

410

410

410

2.27

410

2.27

4.10

4.10

2.27

410



In respect of the share options exercised during the year ended 31st December, 2013, the weighted
average closing price of the Company’s shares immediately before the date of which the share options were
exercised was approximately HK$2.98 and at the date of exercise was approximately HK$2.98.

Save as disclosed above, none of the directors or their spouses or children under the age of 18 had any
right to subscribe for the securities of the Company, or had exercised any such right during the year.

As at 31st December, 2013, the following persons (other than directors or chief executives of the Company)
had interests or short positions in the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section 336 of the SFO:

Number of Percentage
shares/ of Company’s
underlying issued share

Name of shareholder Capacity shares held capital
Pan Island Investments Limited Beneficial owner 366,210,937 57.97%
Commonwealth Bank of Australia Interest of controlled corporation 37,805,000 5.98%
Schroders Plc Investment manager 37,787,500 5.98%

All the interests disclosed above represent long positions in the shares and underlying shares of the
Company.

Save as disclosed herein, the Company has not been notified of any other person (other than a director or a
chief executive of the Company) who had an interest or a short position in the shares and underlying shares
of the Company as recorded in the register required to be kept by the Company pursuant to Section 336 of
the SFO as at 31st December, 2013.

Other than the share options disclosed above, at no time during the year was the Company or any of its
subsidiaries, a party to any arrangements to enable the directors of the Company to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company or any other body corporate.

No contract of significance, to which the Company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.
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At no time during the year, did the Company nor any of its subsidiaries purchase, sell or redeem any of the
Company’s listed securities.

Throughout the year ended 31st December, 2013 until the date of this report, based on the information
that is publicly available to the Company and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital is held by the public.

There are no provisions for pre-emptive rights under the Company’s Bye-Laws, or Laws of Bermuda, which
would oblige the Company to offer new shares on a pro-rata basis to existing shareholders.

The Remuneration Committee reviews the Group’s emolument policy and structure for remuneration of the
directors and senior management of the Group, having regard to the Group’s operating results, individual
performance and comparable market statistics.

The Company has adopted a share option scheme in 2012. Details of the scheme are set out in note 25 to
the consolidated financial statements.

The Company has complied with all code provisions as set out in the Corporate Governance Code
contained in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year.

Further information on the Company’s corporate governance practices is set out in the “Corporate
Governance Report” from pages 8 to 19.

The Company received, from each of the independent non-executive directors, Mr. Liu Wing Ting, Stephen,
Dr. Lee Tat Yee and Mr. Lee Joo Hai, an annual confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Nomination Committee assessed the independence of the independent non-executive
directors and affirmed that all independent non-executive directors remained independent.
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During the year, the Group made charitable and other donations amounting to approximately HK$105,000.

A resolution will be submitted to the annual general meeting of the Company to re-appoint Messrs. Deloitte
Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Siu Yuk Lung
Managing Director

Hong Kong, 27th March, 2014
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Deloitte.
=g

TO THE MEMBERS OF LUNG KEE (BERMUDA) HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Lung Kee (Bermuda) Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 32 to 85, which
comprise the consolidated statement of financial position as at 31st December, 2013, and the consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

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

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, in accordance with Section 90 of the Bermuda Companies
Act, and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the
Group as at 31st December, 2013, and of the Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27th March, 2014
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For the year ended 31st December, 2013

Revenue

Other income

Increase in fair value of investment properties

Changes in inventories of finished goods and
work in progress

Raw materials and consumables used

Employee benefits expenses

Depreciation of property, plant and equipment

Other expenses

Interest on bank borrowings wholly repayable
within five years

Profit before taxation
Income tax expense

Profit for the year
Other comprehensive income:
Items that may be reclassified subsequently to profit or loss
Exchange difference arising on translation
of foreign operations

Total comprehensive income for the year
Profit for the year attributable to:

Owners of the Company
Non-controlling interests

Total comprehensive income for the year attributable to:
Owners of the Company
Non-controlling interests

Earnings per share
— Basic

— Diluted
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NOTES

~

11

12

14

2013
HK$’000

2,221,203

38,510
30,000

25,543
(967,557)
(513,410)
(191,865)
(446,348)

(4,505)

191,571
(44,688)

146,883

70,677
217,560
145,197

1,686
146,883
216,231

1,329
217,560

HK cents
22.99

22.98

2012
HK$’000

2,401,503

42,014
37,000

252,014
(53,227)

198,787

20,104
218,891
196,529

2,258
198,787
216,235

2,656
218,891

HK cents
31.13

31.12



ASSETS AND LIABILITIES

Non-current assets
Investment properties
Property, plant and equipment
Prepaid lease payments — non-current portion
Deposits paid for acquisition of property, plant and
equipment

Current assets
Inventories
Trade, bills and other receivables
Prepaid lease payments — current portion
Bank balances and cash

Current liabilities
Trade, bills and other payables
Taxation payable
Dividend payable
Unsecured bank borrowings — due within one year

Net current assets
Total assets less current liabilities
Non-current liabilities

Deferred tax liabilities
Other payables

At 31st December, 2013

2013

NOTES HK$’000
15 151,500
16 1,137,129
17 100,608
79,163

1,468,400

18 528,927
19 472,628
17 2,391
20 737,441
1,741,387

21 401,069
4,676

124

29 193,809
599,678

1,141,709

2,610,109

23 38,480
21 81,326
119,806

2,490,303

2012
HK$’000

121,500
1,176,509
100,155
2,120
1,400,284
410,497
477,590
2,325
805,044
1,695,456
394,625
6,787

103
221,072
622,487
1,072,969

2,473,253

49,021

49,021

2,424,232
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At 31st December, 2013

2013 2012
NOTES HK$’000 HK$’000

CAPITAL AND RESERVES
Share capital 24 63,168 63,163
Reserves 2,414,648 2,349,911
Equity attributable to owners of the Company 2,477,816 2,413,074
Non-controlling interests 12,487 11,158
Total equity 2,490,303 2,424,232

The consolidated financial statements on pages 32 to 85 were approved and authorised for issue by the
Board of Directors on 27th March, 2014 and are signed on its behalf by:

Siu Tit Lung Siu Yuk Lung
DIRECTOR DIRECTOR
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For the year ended 31st December, 2013

Attributable to owners of the Company

Share Non-
Share Share  Statutory Translation options Retained controlling Total
capital premium reserve reserve reserve profits  Sub-total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(note)
At 1st January, 2012 63,129 166,197 239,685 465,618 5717 1,386,673 2,316,019 8,602 2,324,521
Profit for the year - - - - - 196,529 196,529 2,258 198,787
Exchange difference arising on translation
of foreign operations - - — 19,706 - - 19,706 398 20,104
Total comprehensive income for the year — — — 19,706 — 196,529 216,235 2,656 218,891
Transfer on lapse of share options - - - - (157) 157 - - -
Share issued on exercise of share options 34 886 - - (149) - M - 77
Final dividend for the year ended
31st December, 2011 (note 13) - - - - - (82,068) (82,068) - (82,068)
Interim dividend for the year ended
31st December, 2012 (note 13) = = = = = (37,883) (37,883) = (37,883)
Transfer - - 27,282 - - (27,282) - - -
At 31st December, 2012 63,163 156,083 266,967 485,324 5,411 1,436,126 2,413,074 11,158 2,424,232
Profit for the year - - - - - 145,197 145,197 1,686 146,383
Exchange difference arising on translation
of foreign operations - - — 71,034 - - 71,034 (357) 70,677
Total comprehensive income for the year — — — 71,034 — 145,197 216,231 1,329 217,560
Transfer on lapse of share options - - - - (577) 577 - - -
Share issued on exercise of share options 5) 130 - - 1) - 114 - 114
Final dividend for the year ended
31st December, 2012 (note 13) - - - - - (75,801) (75,801) - (75,801)
Interim dividend for the year ended
31st December, 2013 (note 13) - = = = = (37,901) (37,901) = (37,901)
Interim special dividend for the year ended
31st December, 2013 (note 13) - - - - - (37,901) (37,901) - (37,901)
Transfer - - (105) - - 105 - - =
At 31st December, 2013 63,168 156,213 266,862 556,358 4,813 1,430,402 2,477,816 12,487 2,490,303

Note: The statutory reserve represents the appropriation of certain percentages of profit after taxation of subsidiaries
established in the People’s Republic of China (the “PRC”) as pursuant with the PRC regulations.
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OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Reversal of allowance for inventories
Depreciation of property, plant and equipment
Interest on bank borrowings wholly repayable within five years
Increase in fair value of investment properties
Interest income
Gain on disposal of property, plant and equipment
Gain on disposal of a land lease
Release of prepaid lease payments
Impairment loss recovered in respect of trade receivables

Operating cash flows before movements in working capital
(Increase) decrease in inventories

Decrease in trade, bills and other receivables

Increase (decrease) in trade, bills and other payables

Cash generated from operations
Income taxes paid

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Interest received

Proceeds on disposal of property, plant and equipment
Deposit received in respect of disposal of a land lease
Proceeds on disposal of a land lease

NET CASH USED IN INVESTING ACTIVITIES

Lung Kee (Bermuda) Holdings Limited

2013
HK$’000

191,571

(4,843)
191,865
4,505
(30,000)
(23,661)
(5,922)
2,353
(629)

325,239
(105,685)
13,436
74,486

307,476
(58,116)

249,360

(212,949)
23,661
10,098

6,395

(172,795)

2012
HK$’000

369,711

227,519
77,606

(100,382)

574,454
(49,733)

524,721

(286,781)
18,554
35,118

8,371

(224,738)
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2013 2012
HK$’000 HK$’000
FINANCING ACTIVITIES

New bank borrowings raised 162,000 130,000
Proceeds from new shares issued 114 771
Repayment of bank borrowings (182,270) (155,769)
Dividends paid (151,582) (119,941)
Interest paid (4,505) (5,242)
NET CASH USED IN FINANCING ACTIVITIES (176,243) (150,181)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (99,678) 149,802
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 805,044 652,739
EFFECT OF FOREIGN EXCHANGE RATE CHANGES 32,075 2,503

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR,
represented by bank balances and cash 737,441 805,044
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The Company is incorporated in Bermuda as an exempted company with limited liability and its
shares are primarily listed on The Stock Exchange of Hong Kong Limited and secondarily listed on the
Singapore Exchange Securities Trading Limited. The addresses of the registered office and the principal
place of business of the Company are disclosed in the section “Corporate Information” in the annual
report.

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

The Company acts as an investment holding company and provides corporate management services.
Its subsidiaries are principally engaged in the manufacturing and marketing of mould bases and related
products.

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

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income
Amendments to HKFRSs Annual Improvements to HKFRSs 2009 — 2011 Cycle
Amendments to HKFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities
Amendments to HKFRS 10, Consolidated Financial Statements, Joint Arrangements

HKFRS 11 and HKFRS 12 and Disclosure of Interests in Other Entities: Transition Guidance
HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements
HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 13 Fair Value Measurement
HKAS 19 (as revised in 2011) Employee Benefits
HKAS 27 (as revised in 2011) Separate Financial Statements
HKAS 28 (as revised in 2011) Investments in Associates and Joint Ventures
HK(IFRIC) — Int 20 Stripping Costs in the Production Phase of a Surface Mine
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Amendments to HKAS 1 “Presentation of ltems of Other Comprehensive Income”

The Group has applied the amendments to HKAS 1 “Presentation of ltems of Other Comprehensive
Income”. Upon the adoption of the amendments to HKAS 1, the Group’s “statement of comprehensive
income” may be renamed as a “statement of profit or loss and other comprehensive income” and an
“income statement” is renamed as a “statement of profit or loss”. However, since the new terminology
under the amendments to HKAS 1 is not mandatory and the directors of the Company opt to remain
the title of “statement of comprehensive income” unchanged.

Furthermore, the amendments to HKAS 1 require additional disclosures to be made in the other
comprehensive income section such that items of other comprehensive income are grouped into two
categories: (a) items that will not be reclassified subsequently to profit or loss and (b) items that may
be reclassified subsequently to profit or loss when specific conditions are met. Income tax on items
of other comprehensive income is required to be allocated on the same basis — the amendments
do not change the option to present items of other comprehensive income either before tax or net of
tax. The amendments have been applied retrospectively, and hence the presentation of items of other
comprehensive income has been modified to reflect the changes. Other than the above mentioned
presentation changes, the application of the amendments to HKAS 1 does not result in any impact on
profit or loss, other comprehensive income and total comprehensive income.

HKFRS 10 “Consolidated Financial Statements”

HKFRS 10 replaces the parts of HKAS 27 “Consolidated and Separate Financial Statements” that
deal with consolidated financial statements and HK(SIC) — Int 12 “Consolidation — Special Purpose
Entities”. HKFRS 10 changes the definition of control such that an investor has control over an investee
when a) it has power over the investee, b) it is exposed, or has rights, to variable returns from its
involvement with the investee and c) has the ability to use its power to affect its returns. All three of
these criteria must be met for an investor to have control over an investee. Previously, control was
defined as the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. Additional guidance has been included in HKFRS 10 to explain when an investor has
control over an investee.

The directors of the Company made an assessment as at the date of initial application of HKFRS 10
(i,e. 1st January, 2013) as to whether or not the Group has control over its investees in accordance
with the new definition of control and the related guidance set out in HKFRS 10. The directors of
the Company concluded that it has had control over the investees which are consolidated into the
consolidated financial statements before the application of HKFRS 10. The adoption of HKFRS 10 has
therefore had no material effect on the amounts reported in this consolidated financial statements.
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HKFRS 13 “Fair Value Measurement”

The Group has applied HKFRS 13 for the first time in the current year. HKFRS 13 establishes a single
source of guidance for, and disclosures about, fair value measurements. The scope of HKFRS 13 is
broad: the fair value measurement requirements of HKFRS 13 apply to both financial instrument items
and non-financial instrument items for which other HKFRSs require or permit fair value measurements
and disclosures about fair value measurements, except for share-based payment transactions that are
within the scope of HKFRS 2 “Share-based Payment”, leasing transactions that are within the scope
of HKAS 17 “Leases”, and measurements that have some similarities to fair value but are not fair value
(e.g. net realisable value for the purposes of measuring inventories or value in use for impairment
assessment purposes).

HKFRS 13 defines the fair value of an asset as the price that would be received to sell an asset (or paid
to transfer a liability, in the case of determining the fair value of a liability) in an orderly transaction in
the principal (or most advantageous) market at the measurement date under current market conditions.
Fair value under HKFRS 13 is an exit price regardless of whether that price is directly observable
or estimated using another valuation technique. Also, HKFRS 13 includes extensive disclosure
requirements.

HKFRS 13 requires prospective application. In accordance with the transitional provisions of HKFRS
13, the Group has not made any new disclosures required by HKFRS 13 for the 2012 comparative
period (please see note 15 for the 2013 disclosures). Other than the additional disclosures, the
application of HKFRS 13 has not had any material impact on the amounts recognised in the
consolidated financial statements.

Except as described above, the application of the new and revised HKFRSs in the current year has had

no material impact on the Group’s financial performance and positions for the current and prior years
and/or on the disclosures set out in these consolidated financial statements.

Lung Kee (Bermuda) Holdings Limited



For the year ended 31st December, 2013

New and revised HKFRSs in issue but not yet effective

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

not yet effective:

Amendments to HKFRSs
Amendments to HKFRSs
HKFRS 9
Amendments to HKFRS 9
and HKFRS 7
Amendments to HKFRS 10,
HKFRS 12 and HKAS 27
Amendments to HKAS 19
Amendments to HKAS 32
Amendments to HKAS 36
Amendments to HKAS 39

HK(IFRIC) — Int 21

Annual Improvements to HKFRSs 2010 — 2012 Cycle*

Annual Improvements to HKFRSs 2011 — 2013 Cycle?

Financial Instruments®

Mandatory Effective Date of HKFRS 9 and Transition
Disclosures®

Investment Entities!

Defined Benefit Plans: Employee Contributions?

Offsetting Financial Assets and Financial Liabilities’

Recoverable Amount Disclosures for Non-Financial Assets’

Novation of Derivatives and Continuation of Hedge
Accounting’

Levies'

L Effective for annual periods beginning on or after 1st January, 2014.
2 Effective for annual periods beginning on or after 1st July, 2014.
9 Available for application — the mandatory effective date will be determined when the outstanding phases of

HKFRS 9 are finalised.

4 Effective for annual periods beginning on or after 1st July, 2014, with limited exceptions.

The directors of the Company anticipate that the application of these new and revised HKFRSs will
have no material impact on the consolidated financial statements of the Company.
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The consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and by the Hong Kong Companies Ordinance.

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

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

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

In addition, for financial reporting purpose, fair value measurements are categorised into Level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and the

significance of the inputs to the fair value measurement in its entirety, which are described as follows:

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

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.
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The principal accounting policies are set out below.
Basis of consolidation

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

o has power over the investee;
° is exposed, or has rights, to variable returns from its involvement with the investee; and
° 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 comprehensive
income from the date the Group gains control until the date when the Group ceases to control the
subsidiary.

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

controlling interests having a deficit balance.

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

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

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein.
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Revenue recognition

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

Revenue from sale of goods is recognised when the goods are delivered and titles have passed.

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

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

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

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use 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 profit or loss in the period in which the
property is derecognised.

Property, plant and equipment

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

Depreciation is recognised so as to write off the cost of items of property, plant and equipment (other
than freehold land and 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.

Freehold land is stated at cost less accumulated impairment losses, if any.
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Property, plant and equipment (continued)

Construction in progress includes property, plant and equipment in the course of construction for
production or administrative purposes. Construction in progress is 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. Construction in progress is classified to the
appropriate categories of property, plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets
are ready for their intended use.

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.

Impairment losses

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

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

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or loss.

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 in profit or loss.
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Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised as an expense on a straight-line basis
over the lease term.

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

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.

Leasehold land and building

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

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

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined

based on weighted average cost method. Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs necessary to make the sale.
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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 at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the presentation currency of the Group (i.e. Hong Kong
dollars) using exchange rates prevailing at the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the period, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve (attributed to non-controlling interests as
approximate).

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” as reported in the consolidated statement of comprehensive income 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 base used in the
computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible temporary difference to the
extent that it is probable that taxable profits will be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference
arises from the initial recognition of other 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.
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Taxation (continued)

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

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

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

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

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

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply
with the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Group recognises as expenses the related costs for which the grants are intended to compensate.
Government grants that are receivable as compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become receivable.

Retirement benefit costs
Payments to defined contribution retirement benefit plans/state-managed retirement benefit schemes/

the Mandatory Provident Fund Scheme are recognised as an expense when employees have rendered
service entitling them to the contributions.
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Borrowing costs

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

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Financial instruments

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

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities are added to
or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

The Group’s financial assets are classified as loans and receivables. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees paid or received that form an integral part
of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial
recognition. Interest income is recognised on an effective interest basis for debt instruments.
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Financial instruments (continued)
Financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Subsequent to initial recognition, loans and receivables (including
trade, bills and other receivables and bank balances and cash) are measured at amortised cost using
the effective interest method, less any impairment (see accounting policy on impairment of loans and
receivables below).

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

Impairment of loans and receivables

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

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest and principal payments; or

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

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

The amount of the impairment loss recognised is the difference between the asset’s carrying amount

and the present value of the estimated future cash flows discounted at the loans and receivables’
original effective interest rate.
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Financial instruments (continued)
Financial assets (continued)
Impairment of loans and receivables (continued)

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

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed through profit or to the extent that the carrying amount of the loan and
receivable at the date the impairment is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Financial liabilities and equity instruments

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

Equity instrument

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

Financial liabilities

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

Effective interest method

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

The Group derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity.

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

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

Share-based payment arrangements
Equity-settled share-based payment transactions
Share options granted to directors and employees

For grants of share options that are conditional upon satisfying specified vesting conditions, the fair
value of services received is determined by reference to the fair value of share options granted at the
date of grant is expensed on a straight-line basis over the vesting period, with a corresponding increase
in equity (share options reserve).

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

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

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that the Group will be required to settle that obligation, and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows (where the effect of the
time value of money is material).

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

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

Critical judgements in applying accounting policies

The followings are the critical judgements, apart from those involving estimations (see below), that the
directors have made in the process of applying the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the consolidated financial statements.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities or deferred tax assets arising from investment
properties that are measured using the fair value model, the directors have reviewed the Group’s
investment property portfolios and concluded that the Group’s investment properties are not held under
a business model whose objective is to consume substantially all of the economic benefits embodied
in the investment properties over time, rather than through sale. Therefore, in measuring the Group’s
deferred taxation on investment properties, the directors have determined that the presumption that the
carrying amounts of investment properties measured using the fair value model are recovered entirely
through sale is not rebutted. As a result, the Group has not recognised any deferred taxes on changes
in fair value of investment properties as the Group is not subject to any income taxes on disposal of its
investment properties.
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Key sources of estimation uncertainty

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

Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the Group takes into consideration the estimation
of future cash flows. The amount of the impairment loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition). Where the actual future cash flows are
less than expected, a material impairment loss may arise. As at 31st December, 2013, the carrying
amount of trade receivables (net of allowance for doubtful debts of approximately HK$31,928,000) is
approximately HK$395,051,000 (31st December, 2012: HK$401,250,000, net of allowance for doubtful
debts of approximately HK$32,634,000).

Allowance for inventories

Management of the Group reviews its inventories at the end of the reporting period and makes
allowance for obsolete and slow-moving inventory items identified that are no longer suitable for use
in production. Management estimates the net realisable value for such items primarily based on the
latest invoice prices and current market conditions. The Group carries out an inventory review by
making use of the aging analysis at the end of the reporting period and make allowance for obsolete
items. As at 31st December, 2013, the carrying amount of inventories (net of allowance for inventories
of approximately HK$83,275,000) is approximately HK$528,927,000 (31st December, 2012:
HK$410,497,000, net of allowance for inventories of approximately HK$85,763,000).

Fair value measurements and valuation processes

Some of the Group’s assets and liabilities are measured at fair value for financial reporting purposes.
The board of directors of the Company determine the appropriate valuation techniques and inputs for
fair value measurements.

In estimating the fair value of an asset or a liability, the Group uses market-observable data to the
extent it is available. Where Level 1 inputs are not available, the Group engages third party qualified
valuers to perform the valuation. The directors of the Company work closely with the qualified external
valuers to establish the appropriate valuation techniques and inputs to the model.

The Group uses valuation techniques that include inputs that are not based on observable market data
to estimate the fair value of certain types of financial instruments and non-financial instruments. Notes
6(c) and 15 provide detailed information about the valuation techniques, inputs and key assumptions
used in the determination of the fair value of various assets and liabilities.
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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 shareholders through the optimisation of the debt and equity
balance. The Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt, which includes the borrowings as disclosed
in note 22, net of cash and cash equivalents and equity attributable to owners of the Company,
comprising issued share capital, share premium, retained profits and other reserves.

The directors of the Company review the capital structure on a regular basis by considering the cost of
capital and the risks associated with each class of capital. Based on recommendation of directors, the
Group will balance its overall capital structure through the payment of dividends, new share issues and
share buy-backs as well as the issue of new debt and the redemption of existing debt.

6a. Categories of financial instruments

2013 2012
HK$’°000 HK$’000
Financial assets
Loans and receivables (including cash and cash equivalents) 1,172,772 1,244,340
Financial liabilities
Amortised cost 368,952 367,254

6b. Financial risk management objectives and policies

The Group’s major financial instruments include trade, bills and other receivables, bank balances
and cash, trade, bills and other payables and unsecured bank borrowings. Details of these
financial instruments are disclosed in respective notes. The risks associated with certain of these
financial instruments include market risk (interest rate risk and currency risk), credit risk and
liquidity risk. 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.

Market risk

(a) Interest rate risk
The Group’s bank balances carry interest at variable rates and have exposure to cash flow
interest rate risk due to the fluctuation of the prevailing market interest rates. The directors of

the Company consider the Group’s exposure is not significant as those interest-bearing bank
balances are within a short maturity period.
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6b. Financial risk management objectives and policies (continued)

Market risk (continued)

(a

Interest rate risk (continued)

The Group is also exposed to cash flow interest rate risk in relation to variable-rate bank
borrowings (see note 22 for details of these borrowings). It is the Group’s policy to keep its
borrowings at floating rate of interests so as to minimise the fair value interest rate risk.

The Group currently does not have an interest rate hedging policy in relation to interest rate
risks. The directors of the Company monitor the Group’s exposure on an ongoing basis and
will consider hedging interest rate risks should the need arise.

The Group’s exposures to interest rates on financial liabilities are detailed in the liquidity
risk management section of this note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of the Hong Kong Interbank Offered Rate and Cost of Funds
Index arising from the Group’s borrowings.

Sensitivity analysis

The sensitivity analyses have been determined based on the exposure to interest rates
for variable-rate bank deposits and bank borrowings at the end of the reporting period.
The analysis is prepared assuming the financial instruments outstanding at the end of the
reporting period were outstanding for the whole year. A 25 basis points increase or decrease
represent management’s assessment of the reasonably possible change in interest rates of
bank deposits and bank borrowings respectively.

Based on the sensitivity analysis, the directors of the Company consider that the impact on
profit or loss from changes in interest rates for both years is insignificant.
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6b. Financial risk management objectives and policies (continued)
Market risk (continued)
(b) Currency risk

The Group’s principal subsidiaries are operating in the PRC, Japan, Malaysia, Singapore and
Taiwan. The transactions are denominated and settled in its respective functional currency.
The management will consider using foreign exchange forward contracts to hedge its foreign
currency exposure if it considers the risk to be significant.

The carrying amounts of the Group’s foreign currency denominated monetary assets and
monetary liabilities, which are considered as significant by the management, at the end of the
reporting period are as follows:

Liabilities Assets
2013 2012 2013 2012
HK$’000 HK$’000 HK$’°000 HK$’000
RMB - — 24,855 233,740
UsbD 22,033 23,707 17,511 7,141
EUR — — 32,992 33,530
JPY 22,163 36,059 1,340 9,634
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6b. Financial risk management objectives and policies (continued)
Market risk (continued)
(b) Currency risk (continued)
Sensitivity analysis

The following table details the Group’s sensitivity to a 5% (2012: 5%) increase and decrease
in the functional currencies of the relevant group entities against the relevant foreign currency
monetary assets and liabilities. No sensitivity analysis is presented for HKD against USD as
HKD is pegged to USD. 5% (2012: 5%) is the sensitivity rate used when reporting foreign
currency risk internally to key management personnel and represents management’s
assessment of the reasonably possible change in foreign exchange 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 5% (2012: 5%) change in foreign
currency rates. A negative number below indicates a decrease in post-tax profit for the year
where the functional currency of the relevant group entity strengthen 5% (2012: 5%) against
the relevant foreign currency. For a 5% (2012: 5%) weakening of the functional currency of
the relevant group entity against the relevant foreign currency, there would be an equal and
opposite impact on post-tax profit for the year.

RMB Impact (i) EUR Impact (j) JPY Impact (i)
2013 2012 2013 2012 2013 2012
HK$’000 HK$'000  HK$’000 HK$'000  HK$’000 HK$'000

Post-tax profit for the year (1,184) (11,130) (1,571) (1,597) 992 1,258

(i) This is mainly attributable to the exposure outstanding on receivables, payables, bank borrowings
and bank balances in the respective foreign currency at year end.
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6b. Financial risk management objectives and policies (continued)
Credit risk

As at 31st December, 2013, the Group’s maximum exposure to credit risk, which will cause
a financial loss to the Group, is the failure to recover the carrying amount of the respective
recognised financial assets as stated in the consolidated statement of financial position.

In order to minimise the credit risk, management of the Group has 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 reviews the recoverable
amount of trade debts on a collective basis at the end of the reporting period to ensure that
adequate impairment losses are made for doubtful amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties are banks with good
reputation.

The Group’s concentration of credit risk by geographical location is mainly in the PRC. The Group
has no other significant concentration of credit risk, with exposure spread over a number of
counterparties.

Liquidity risk

In the management of liquidity risk, the Group monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. The management monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

The following table details the Group’s remaining contractual maturity for its non-derivatives
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.
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6b. Financial risk management objectives and policies (continued)
Liquidity risk (continued)
The table includes both interest and principal cash flows. To the extent that interest flows are
floating rate, the undiscounted amount is derived from interest rate curve at the end of the

reporting period.

Liquidity and interest risk tables

Carrying

amount at

Weighted Less than the end
average 1 month 3 months Total of the
effective oron 1-3 to undiscounted reporting
interest rate demand months 1 year cash flows period

% HK$°000 HK$’000 HK$°000 HK$’000 HK$°000

2013
Non-derivative financial
liabilities
Trade, bills and other payables N/A 81,620 67,737 25,786 175,143 175,143
Variable-rate bank borrowings 1.59 193,809 - - 193,809 193,809
275,429 67,737 25,786 368,952 368,952
Carrying
amount at
Weighted Less than the end
average 1 month 3 months Total of the
effective oron 1-3 to  undiscounted reporting
interest rate demand months 1 year cash flows period
% HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
2012
Non-derivative financial
liabilities
Trade, bills and other payables N/A 47,166 84,404 14,612 146,182 146,182
Variable-rate bank borrowings 1.75 221,072 — — 221,072 221,072

268,238 84,404 14,612 367,254 367,254
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Financial risk management objectives and policies (continued)
Liquidity risk (continued)

Bank loans with a repayment on demand clause are included in the “Less than 1 month or
on demand” time band in the above maturity analysis. As at 31st December, 2013 and 31st
December, 2012, the aggregate undiscounted principal amounts of these bank loans amounted
to HK$193,809,000 and HK$221,072,000 respectively. 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 believe that
such bank loans will be repaid within one year after 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$193,853,000 (2012: HK$221,242,000).

The amounts included above for variable-rate bank borrowings of which the undiscounted cash
flows are subject to change if changes in variable interest rates differ to those estimates of interest
rates determined at the end of the reporting period.

Fair value

The fair value of financial assets and financial liabilities is determined in accordance with generally
accepted pricing models based on discounted cash flow analysis.

The directors consider that the carrying amounts of financial assets and financial liabilities
recorded at amortised costs in the consolidated financial statements approximate to their
respective fair values at the end of the reporting period.

The Group is principally engaged in the manufacturing and marketing of mould bases and related
products. Revenue represents the invoiced value of goods sold to external customers during the year,
after allowances for returns and trade discounts.

The Group only has one operating segment, based on information reported to the chief operating
decision maker (the Company’s board of directors) for the purposes of resources allocation and
performance assessment, which is the aggregated results of the Group, including all income, expenses
and tax charges.

As a result, there is only one reportable segment for the Group. For information regarding this segment,
reference can be made to the consolidated financial statements as a whole.

The segment revenue and segment result of the Group represents revenue and profit after taxation set
out in the consolidated statement of comprehensive income respectively.
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Entity-wide disclosures

As at 31st December, 2013 and 2012, substantially all of the Group’s non-current assets are located in
the places of domicile of the relevant group entities, namely the PRC.

The following is an analysis of the Group’s revenue based on location of customers:

2013 2012

HK$°000 HK$’000

The PRC (excluding Hong Kong) 1,888,765 2,042,375
Hong Kong 4,367 DRSS
Others 328,071 358,750

2,221,203 2,401,503

The Group has a very wide customer base covering Europe, America and Asia. No single customer
contributed more than 10% of the Group’s revenue for each of the years ended 31st December, 2013

and 2012.

2013 2012
HK$’000 HK$’000
Government grants (note) 600 968
Interest income 23,661 18,554

Rental income, net of direct outgoings of approximately
HK$387,000 (2012: HK$349,000) 3,097 3,454
Gain on disposal of property, plant and equipment 5,922 8,663
Gain on disposal of a land lease — 1,091
Sundry income 5,230 3,860
Net foreign exchange gain - 5,424
38,510 42,014

Note: The amount represents government rewards received during the year from the local treasury authority in the
PRC as a general reward for the Group’s contribution in business development.
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The emoluments paid or payable to each of the nine (2012: nine) directors were as follows:

Liu
Siu Siu Mak Wai Fung Ting Wing Lee Lee
Tit Yuk Koon Lung Wai  Chung Ting, Tat Joo
Lung Lung Chi Shing Hing Ho Stephen Yee Hai Total
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000
(note 1)
2013
Fees - - - - - - 396 384 342 1,122
Other emoluments
Salaries and other benefits 6,480 6,480 1,944 1,944 1,560 1,934 - - - 20,342
Contributions to retirement
benefit schemes 713 713 214 214 172 213 - - - 2,239
Bonus (note) 50 50 4,700 4,700 2,000 3,000 - - - 14,500
Total emoluments 7,243 7,243 6,858 6,858 3,732 5,147 396 384 342 38,203
Liu
Siu Siu Mak Wai Fung Ting Wing Lee Lee
Tit Yuk Koon Lung Wai Chung Ting, Tat Joo
Lung Lung Chi Shing Hing Ho  Stephen Yee Hai Total
HK$'000 HK$'000 HK$000 HK$'000 HK$000 HKE000 HK$000 HK$000 HKE000 HK$000
2012
Fees - - - - - - 336 336 336 1,008
Other emoluments
Salaries and other benefits 6,480 6,480 1,944 1,944 1,560 1,908 - - - 20,316
Contributions to retirement
benefit schemes 713 713 214 214 171 210 - - - 2,235
Bonus (note) 2,100 2,100 4,700 4,700 2,950 2,950 - - — 19,500
Total emoluments 9,293 9,293 6,858 6,858 4,681 5,068 336 336 336 43,059

Note:  The bonus is determined based on performance of the Group and the current market environment.

Note 1: Mr. Fung Wai Hing resigned as director of the Company during the year.
No directors waived any emoluments in the years ended 31st December, 2013 and 2012.

The five highest paid individuals in the Group in both years were all directors of the Company and
details of their emoluments are presented above.
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2013 2012
HK$’000 HK$’'000
The charge (credit) comprises:
Hong Kong Profits Tax
— current year 127 8,991
— overprovision in prior years (40) (19)
87 8,972
Taxation in jurisdictions outside Hong Kong
— current year 50,104 41,367
— overprovision in prior years (2,683) (1,215)
— transfer from deferred taxation 7,721 6,130
55,142 46,282
Deferred taxation (note 23)
— current year (2,820) 4,103
— transfer to current income tax (7,721) (6,130)
(10,541) (2,027)
44,688 53,227

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for both years.

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is 25%.

Taxation arising in jurisdictions outside Hong Kong and the PRC is calculated based on the applicable
rates in those jurisdictions.
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The tax charge for the year can be reconciled to the profit
statement of comprehensive income as follows:

Profit before taxation

Tax at PRC income tax rate of 25% (2012: 25%) (note)
Tax effect of non-deductible expenses
Tax effect of non-taxable income
Utilisation of tax losses previously not recognised
Tax effect of unused tax losses not recognised
Overprovision in prior years
Effect of different tax rates of subsidiaries operating
in other jurisdictions
Deferred tax charge arising on undistributed profits of
PRC subsidiaries

Tax charge for the year

For the year ended 31st December, 2013

before taxation per the consolidated

2013 2012
HK$’000 HK$’000
191,571 252,014
47,893 63,004
7,661 9,420
(12,233) (10,179)
(1,150) (1,077)
10,219 1,099
(2,723) (1,234)
(12,213) (11,363)
7,234 3,557
44,688 53,227

Note: The domestic tax rate applicable to the jurisdictions where the operations of the Group is substantially based

is 25% for both years.
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2013 2012
HK$’000 HK$’'000
Profit for the year has been arrived at after charging (crediting):
Auditors’ remuneration
— current year 3,954 4,536
— overprovision in prior year (35) (8)
Gross foreign exchange loss 9,374 1,196
Gross foreign exchange gain (7,505) (6,620)
Operating lease rentals in respect of
— rented premises 14,280 12,554
— plant and machinery 79 92
Depreciation of property, plant and equipment 191,865 181,525
Release of prepaid lease payments 2,353 2,363
Impairment loss recovered in respect of trade receivables, net (629) (582)
Reversal of allowance for inventories (4,843) (5,543)
2013 2012
HK$’000 HK$’000
Dividends recognised as distribution during the year:
2013 Interim — HK6 cents (2012: 2012 interim dividend
HKG6 cents) per share 37,901 37,883
2013 Interim special — HK6 cents (2012: Nil) per share 37,901 —
2012 Final — HK12 cents (2012: 2011 final dividend
HK13 cents) per share 75,801 82,068
151,603 119,951

The board of directors have determined that a final dividend of HK8 cents (2012: HK12 cents) per share
amounting to approximately HK$50,534,000 (2012: HK$75,801,000) and a final special dividend of
HK8 cents (2012: Nil) per share amounting to approximately HK$50,534,000 (2012: Nil) should be paid
to the shareholders of the Company whose names appear in the register of members on 28th May,
2014.

Lung Kee (Bermuda) Holdings Limited



For the year ended 31st December, 2013

The calculation of the basic and diluted earnings per share attributable to the owners of the Company is

based on the following data:

Earnings:

Profit for the year attributable to owners of the Company
for the purposes of basic and diluted earnings per share

Number of shares:

Weighted average number of ordinary shares for the purpose
of basic earnings per share

Effect of dilutive potential ordinary shares on the exercise
of share options

Weighted average number of ordinary shares for the purpose
of diluted earnings per share

FAIR VALUE
At 1st January, 2012
Unrealised gain on property revaluation included in profit or loss

At 31st December, 2012
Unrealised gain on property revaluation included in profit or loss

At 31st December, 2013

2013 2012
HK$’000 HK$’000
145,197 196,529
2013 2012

631,675,933 631,364,380

108,052 195,718

631,783,985 631,560,098

Completed
investment
properties
HK$’000

84,500
37,000

121,500
30,000

151,500
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All of the Group’s property interests held under medium-term operating leases to earn rentals or
for capital appreciation purposes are measured using the fair value model and are classified and
accounted for as investment properties.

The Group’s investment properties are held under medium-term leases in Hong Kong and are held for
rental income under operating leases.

The fair value of the Group’s investment properties at 31st December, 2013 and 31st December, 2012
has been arrived at on the basis of a valuation carried out on the respective dates by C S Surveyors
Limited, independent qualified professional valuers not connected to the Group.

The fair value was determined based on market comparable approach, where the prices per square
feet of the properties are assessed by reference to market evidence of transaction prices for similar use
of properties in the similar locations and conditions in Hong Kong. There has been no change from the
valuation technique used in the prior year and it is classified as Level 3 hierarchy. In estimating the fair
value of the properties, the highest and best use of the properties is their current use.

One of the key inputs used in valuing the investment properties was the price per square feet, which
ranged from HK$5,039 to HK$10,641. A slight increase in the price per square feet used would result
in a significant increase in fair value measurement of the respective investment properties, and vice
versa.
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Furniture, Construction
Freehold fixtures Plant and Motor in
land Buildings and fittings  machinery vehicles progress Total

HK$'000 HK$’000 HK$'000 HK$’'000 HK$’'000 HK$'000 HK$’000

COST
At 1st January, 2012 21,317 542,327 163,998 1,865,025 41,185 211,617 2,845,469
Currency realignment — 4,167 808 16,187 79 1,642 22,883
Additions — 2,894 5,698 169,919 7,582 100,061 286,154
Disposals — (48,902) (14,456) (43,834) (9,009) — (116,201)
At 31st December, 2012 21,317 500,486 156,048 2,007,297 39,837 313,320 3,038,305
Currency realignment — 14,066 2,233 38,725 603 8,900 64,527
Additions — 1,388 3,553 83,751 4,590 42,644 135,906
Disposals — — (5,949) (33,785) (11,634) — (51,368)
Transfer — 189,924 537 1,972 — (192,433) —
At 31st December, 2013 21,317 705,864 156,402 2,097,960 33,396 172,431 3,187,370
ACCUMULATED

DEPRECIATION
At 1st January, 2012 — 158,036 138,449 1,429,933 27,392 — 1,753,810
Currency realignment — 1,504 575 14,067 62 — 16,208
Provided for the year — 25,992 11,384 136,671 7,478 — 181,525
Eliminated on disposals — (24,053) (13,748) (43,834) (8,112) — (89,747)
At 31st December, 2012 — 161,479 136,660 1,536,837 26,820 — 1,861,796
Currency realignment — 4,950 2,010 36,467 345 — 43,772
Provided for the year — 30,255 7,932 147,818 5,860 — 191,865
Eliminated on disposals — — (5,691) (33,785) (7,716) — (47,192)
At 31st December, 2013 — 196,684 140,911 1,687,337 25,309 — 2,050,241

CARRYING AMOUNTS
At 31st December, 2013 21,317 509,180 15,491 410,623 8,087 172,431 1,137,129

At 31st December, 2012 21,317 339,007 19,388 470,460 13,017 313,320 1,176,509
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The above items of property, plant and equipment, except for freehold land and construction in
progress, are depreciated, taking into account their residual value, on a straight-line basis at the
following rates per annum:

Buildings Over the shorter of 20 years or the term of the
relevant land use right

Furniture, fixtures and fittings 15%

Plant and machinery 20%

Motor vehicles 30%

Freehold land is not depreciated and construction in progress is also not depreciated until completion
of construction and the properties are ready for their intended use.

The carrying value of land and buildings above comprises properties located on:

2013 2012

HK$’000 HK$'000

Freehold land outside Hong Kong 21,317 21,317
Building on land under medium-term land use rights

outside Hong Kong 509,180 339,007

530,497 360,324

The construction in progress are buildings under construction and machinery of HK$172,431,000
(2012: HK$313,320,000) situated outside Hong Kong and are erected on land under medium-term land
use rights.
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The Group’s prepaid lease payments comprise leasehold land located in the PRC held under medium-
term land use rights.

2013 2012
HK$’000 HK$’'000

Analysed for reporting purposes as:
Non-current asset 100,608 100,155
Current asset 2,391 2,325
102,999 102,480

On 6th July, 2013, E&fERE&BRMAER A Shanghai Lung Kee Metal Products Co., Ltd., an
indirect wholly-owned subsidiary of the Company, had entered into an agreement with an independent
third party in relation to the disposal of the land use right of the land situated at No. 68 Min Yi Road,
Songjiang District, Shanghai, the PRC, and all premises erected on the land and complementary
facilities at an aggregate consideration of RMB109,000,000 (equivalent to approximately
HK$137,792,000). On 18th October, 2013, the transaction was terminated as the purchaser failed to
fulfil the payment terms of the agreement and the deposit received of RMB5,000,000 (equivalent to
approximately HK$6,395,000) is recognised as other payables as at 31st December, 2013.

2013 2012

HK$’000 HK$'000

Raw materials 465,842 372,955
Work in progress 50,474 28,434
Finished goods 12,611 9,108
528,927 410,497

The cost of inventories recognised as an expense by the Group during the year amounted to
approximately HK$1,733,075,000 (2012: HK$1,853,389,000).
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2013 2012

HK$’000 HK$’'000

Trade receivables 426,979 433,884
Bills receivables 27,244 30,523
Less: allowance for doubtful debts (31,928) (32,634)
422,295 431,773

Other receivables, deposits and prepayments 50,333 45,817
Total trade, bills and other receivables 472,628 477,590

In general, the Group allows a credit period ranging from 30 days to 90 days to its trade customers.
The following is an aged analysis of trade and bills receivables net of allowance for doubtful debts
presented based on the invoice dates at the end of the reporting period, which approximated the
respective revenue recognition dates.

2013 2012

HK$°000 HK$’000

0 to 60 days 318,723 316,887
61 to 90 days 87,222 84,835
Over 90 days 16,350 30,051
422,295 431,773

Before accepting any new customer, the Group assess the potential customer’s credit quality and
defines credit limits by customer. Limits and scoring attributed to customers are reviewed regularly. The
majority of the trade receivables that are neither past due nor impaired have no history of defaulting on
repayments.
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Aged analysis of trade receivables which are past due but not impaired

Included in the Group’s trade receivable balances are debtors with an aggregate carrying amount of
approximately HK$13,165,000 (2012: HK$20,399,000) which are past due at the end of the reporting
period for which the Group has not provided for impairment loss because the whole amount has been
subsequently settled after the end of the reporting period. The Group does not hold any collateral over
these balances.

2013 2012
HK$’000 HK$'000
91 to 180 days 13,165 20,399

Other than the above trade receivables which are past due but not impaired, the Group has provided
fully for all trade receivables over the credit period granted.

Movements in the allowance for doubtful debts

2013 2012

HK$’000 HK$’'000

Balance at the beginning of the year 32,634 34,447
Currency realignment 674 220
Impairment losses reversed (484) (562)
Amounts recovered during the year (145) (20)
Amounts written off as uncollectible (751) (1,451)
Balance at the end of the year 31,928 32,634

At the end of reporting period, the allowance for doubtful debts are individually impaired trade
receivables, which are considered irrecoverable by the management after consideration of the credit
quality of those individual customers and the aging of these receivables. The Group does not hold any
collateral over these balances.
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Bank balances and cash of the Group comprise bank balances and short-term bank deposits that
are interest-bearing at prevailing market saving rates and are with maturity of three months or less.
The bank deposits carry interest at market rates ranged from 0.5% to 5.3% (2012: 0.4% to 4.9%) per
annum for the year ended 31st December, 2013.

2013 2012

HK$°000 HK$’000

Trade payables 145,130 75,513
Bills payables 30,013 31,728
Advance receipt from customers 29,112 18,874
Deposit received in respect of disposal of a land lease 6,395 —
VAT payables 5,408 37,354
Provision of employee economic compensation 122,975 102,545
Payables for salaries and bonuses 62,872 68,104
Other payables 80,490 60,407
Total amount 482,395 394,525
Less: Amount due within one year shown under current liabilities (401,069) (394,525)
Amount due after one year 81,326 —

The following is an aged analysis of trade and bills payables presented based on the invoice date at the
end of the reporting period.

2013 2012

HK$’000 HK$'000

0 to 60 days 125,513 76,010
61 to 90 days 20,960 18,178
Over 90 days 28,670 13,053
175,143 107,241
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The amounts represent floating rate bank loans repayable on demand.
The bank loans carry interest at the Hong Kong Interbank Offered Rate plus a fixed margin or Cost of

Funds Index of the relevant bank plus a fixed margin. The effective borrowing rates of the Group ranged
from 1.05% to 3.75% (2012: 1.05% to 3.65%) per annum.

The major deferred tax liabilities (assets) recognised and movements thereon during the current and
prior years are summarised below:

Accelerated

tax Withholding Tax

depreciation tax loss Total

HK$’000 HK$’000 HK$’000 HK$'000

At 1st January, 2012 1,311 49,737 — 51,048
Charge for the year 546 3,7 — 4,103
Transfer to current income tax — (6,130) — (6,130)
At 31st December, 2012 1,857 47,164 — 49,021
(Credit) charge for the year (765) 7,234 (9,289) (2,820)
Transfer to current income tax — (7,721) — (7,721)
At 31st December, 2013 1,092 46,677 (9,289) 38,480

At the end of the reporting period, the Group has unused tax losses of approximately HK$79,906,000
(2012: HK$47,103,000) available for offset against future profits. A deferred tax asset has been
recognised in respect of approximately HK$37,155,000 (2012: Nil) of such losses. The remaining
tax losses of approximately HK$42,751,000 (2012: HK$47,103,000) are not recognised due to the
unpredictability of future profit streams. Except for unused tax losses of approximately HK$65,014,000
will expire from 2015 to 2021, other unused tax losses may be carried forward indefinitely.

Under the EIT Law of PRC, starting from 1st January, 2008, 10% withholding income tax is imposed
on dividends declared in respect of profits earned by the companies established in the PRC from the
calendar year 2008 onwards to their foreign shareholders. For investors incorporated in Hong Kong
which hold at least 25% of equity interest of those PRC companies, a preferential rate of 5% will be
applied. Deferred tax has been provided for in respect of the temporary differences attributable to such
profits for the year amounting to approximately HK$144,671,000 (2012: HK$71,145,000). The Group
has applied the preferential rate of 5% on such profits as all the Group’s subsidiaries in the PRC are
directly held by an investment holding company incorporated in Hong Kong.
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Authorised Issued and fully paid
Number Number
of shares HK$’000 of shares HK$’000
Ordinary shares of HK$0.1 each:
At 1st January, 2012 1,000,000,000 100,000 631,287,303 63,129
Shares issued on exercise
of share options — — 340,000 34
At 31st December, 2012 1,000,000,000 100,000 631,627,303 63,163
Shares issued on exercise
of share options — — 50,000 5
At 31st December, 2013 1,000,000,000 100,000 631,677,303 63,168

The new shares rank pari passu with existing shares in all respects.

At the annual general meeting of the Company held on 7th May, 2012, the shareholders of the
Company approved the adoption of a new share option scheme of the Company (the “2012
Scheme”) and the termination of the share option scheme of the Company which was adopted by the
shareholders of the Company on 9th September, 2002 (the “2002 Scheme”). Thereafter, no option
will be granted under the 2002 Scheme but the subsisting options granted prior to the termination of
the 2002 Scheme will continue to be valid and exercisable in accordance with the terms of the 2002
Scheme.

Under the 2012 Scheme, the board of directors of the Company or a duly authorised committee (the
“Board”) may grant options to (i) any executive or non-executive directors of the Company (or any
persons proposed to be appointed as such) or any employees of the Group; (i) any discretionary
objects of a discretionary trust established by any employees, executive or non-executive directors of
the Group; (iii) any consultants and professional advisers to the Group (or persons, firms or companies
proposed to be appointed for providing such services); (iv) any chief executives or substantial
shareholders of the Company; (v) any associates of director, chief executive or substantial shareholder
of the Company; and (vi) any employees of substantial shareholder of the Company, as absolutely
determined by the Board (the “Participants”), to subscribe for shares in the Company. The 2012
Scheme was set up for the primary purpose to attract, retain and motivate talented Participants to
strive for future developments and expansion of the Group and to provide the Company with a flexible
means of giving incentive to rewarding, remunerating, compensating and/or providing benefits to the
Participants, and will expire on 6th May, 2022.
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The total number of shares in respect of which options may be granted under the 2012 Scheme is not
permitted to exceed 10% of the shares of the Company in issue at the date of approval of the 2012
Scheme, unless prior approval from the Company’s shareholders is obtained. Without prior approval
from the Company’s shareholders, the number of shares in respect of which options may be granted
to any individual in any 12-month period is not permitted to exceed 1% of the shares of the Company
in issue at any point in time. Options granted to substantial shareholders or independent non-executive
directors in excess of 0.1% of the Company’s share capital and with a value in excess of HK$5 million
must be approved in advance by the Company’s shareholders.

Options granted must be taken up within a period of 28 days from the date of grant, upon payment of
HK$1 per grant. An exercise period is a period to be determined by the Board at its absolute discretion
and notified by the Board to each Participant who accepts the option offer as being the period during
which an option may be exercised, such period to expire not later than 10 years after the date of the
grant of the share option (“Exercise Period”). Options may be exercised in accordance with the terms
of the 2012 Scheme at any time during the Exercise Period after the option has been granted. The
exercise price is determined by the Board, and shall be at least the highest of the nominal value of the
Company’s share, the closing price of the Company’s shares on the date of grant and the average
closing price of the Company’s shares for the five business days immediately preceding the date of
grant.

As 31st December, 2013, no option was granted under the 2012 Scheme but the number of shares
in respect of which options had been granted and remained outstanding under the 2002 Scheme was
5,448,000, representing about 0.86% of the shares of the Company in issue at that date.

The following table discloses details of the Company’s share options held by the Participants and
movements in such holdings during the years ended 31st December, 2013 and 2012:

Outstanding
Exercised Lapsed at Exercised Lapsed
Outstanding during the during the 31.12.2012 during the during the Outstanding
Date of at year ended year ended and year ended year ended at
Exercise price grant Exercisable period 1.1.2012 31.12.2012 31.12.2012 1.1.2013 31.12.2013 31.12.2013 31.12.2013

HKS
2.27 14.1.2009 14.1.2010 — 13.1.2013 764,000 (340,000) - 424,000 (50,000) (374,000) -
4.10 9.7.2010 9.7.2011 —8.7.2014 6,068,000 — (172,000) 5,896,000 — (448,000) 5,448,000

Total 6,832,000 (340,000) (172,000) 6,320,000 (50,000) (822,000) 5,448,000

Exercisable at the end of the year 6,320,000 5,448,000
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Details of the share options held by the directors included in the above table are as follows:

Outstanding

at
Exercise price 1.1.2012
HK$
2.27 450,000
4.10 2,750,000
Total 3,200,000

Exercisable at the end of the year

Exercised
during
the year
ended
31.12.2012

(150,000)

(150,000)

Outstanding
at
31.12.2012
and
1.1.2013

300,000
2,750,000

3,050,000

3,050,000

Lapsed

during
the year Outstanding
ended at
31.12.2013  31.12.2013
(note)
(300,000) —
= 2,750,000

(300,000) 2,750,000

2,750,000

Note:Mr. Fung Wai Hing who is holding 500,000 share options, resigned as director of the Company during the

year.

In respect of the share options exercised during the year ended 31st December, 2013, the weighted
average closing price of the Company’s shares immediately before the date of which the options were
exercised was approximately HK$2.98 (2012: HK$2.72) and at the date of exercise was approximately

HK$2.98 (2012: HK$2.69).
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2013 2012
HK$’000 HK$’'000
Capital expenditure in respect of the acquisition of property,
plant and equipment contracted for but not provided
in the consolidated financial statements 97,776 69,150

The Group as lessee

At the end of the reporting period, the Group had commitments for future minimum lease payments
under non-cancellable operating leases in respect of rented premises, which fall due as follows:

2013 2012

HK$°000 HK$’000

Within one year 12,137 7,898
In the second to fifth year inclusive 13,168 10,181
Over five years 1,391 2,165
26,696 20,244

Operating lease payments represent rental payables by the Group for certain of its office premises and
staff quarters. Leases are negotiated for an average term of two to seven years.

2013 Annual Report



For the year ended 31st December, 2013

The Group as lessor

Property rental income earned during the year was approximately HK$3,484,000 (2012:
HK$3,803,000).

At the end of the reporting period, the Group had minimum lease receipts, which represent rentals
receivable by the Group for its investment properties, under non-cancellable operating leases which fall
due as follows:

2013 2012

HK$’000 HK$'000

Within one year 2,900 1,662
In the second to fifth year inclusive 2,195 -
5,095 1,662

The investment properties held have committed tenants for an average term of two (2012: one) years.

The Group participates in both a defined contribution scheme which is registered under the
Occupational Retirement Schemes Ordinance (the “ORSO Scheme”) and a Mandatory Provident Fund
Scheme (the “MPF Scheme”) established under the Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately from those of the Group, in funds under the
control of trustees. Employees who were members of the ORSO Scheme prior to the establishment of
the MPF Scheme were offered a choice of staying within the ORSO Scheme or switching to the MPF
Scheme.

For members of the MPF Scheme, the Group contributes at the lower of HK$1,250 per month or 5% of
relevant payroll costs each month to the MPF Scheme, which contribution is matched by the employee.

The ORSO Scheme is funded by monthly contributions from the Group at rates ranging from 7% to
11% of the employee’s basic salary, depending on the length of service with the Group.
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The employees in the Group’s subsidiaries in the PRC are members of the state-managed retirement
benefit schemes operated by the PRC government. Those subsidiaries are required to contribute a
specified percentage of their payroll costs to the retirement benefit schemes to fund the benefits. The
only obligation of the Group with respect to the retirement benefit schemes is to make the specified
contributions.

The total cost charged to income approximately HK$12,003,000 (2012: HK$14,384,000) represents
contributions payable to these schemes by the Group in respect of the current accounting period. As
at 31st December, 2013 and 2012, no contribution due in respect of the reporting period had not been
paid over to the schemes.

Transactions between group companies have been eliminated on consolidation and are not disclosed in
this note.

The remuneration of key management during the year was as follows:

2013 2012

HK$’000 HK$’'000

Short-term benefits 35,964 40,824
Post-employment benefits 2,239 2,235
38,203 43,059
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The statement of financial position of the Company as at 31st December, 2013 is as follows:

2013 2012
HK$’000 HK$’000
ASSETS
Investment in a subsidiary 55,856 55,856
Amounts due from subsidiaries 835,553 835,668
Prepayments 226 227
Bank balances 487 354
892,122 892,105
LIABILITIES
Accrued charges 1,048 1,102
Amount due to a subsidiary 343,279 192,254
Dividend payable 124 103
344,451 193,459
NET ASSETS 547,671 698,646
CAPITAL AND RESERVES
Share capital 63,168 63,163
Reserves (note) 484,503 635,483
547,671 698,646
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Note:
Share
Share options Retained
premium reserve profits Total
HK$’000 HK$’000 HK$’000 HK$’000

At 1st January, 2012 155,197 5,717 437,177 598,091
Profit for the year == == 156,606 156,606
Transfer on lapse of share options — (157) 157 —
Share issued on exercise of share options 886 (149) — 737
Final dividend for the year ended

31st December, 2011 — — (82,068) (82,068)
Interim dividend for the year ended

31st December, 2012 — — (37,883) (37,883)
At 31st December, 2012 156,083 5,411 473,989 635,483
Profit for the year — — 514 514
Transfer on lapse of share options — (577) 577 —
Share issued on exercise of share options 130 (21) — 109
Final dividend for the year ended

31st December, 2012 — — (75,801) (75,801)
Interim dividend for the year ended

31st December, 2013 — — (37,901) (37,901)
Interim special dividend

for the year ended

31st December, 2013 — — (37,901) (37,901)
At 31st December, 2013 156,213 4,813 323,477 484,503
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Details of the Group’s material subsidiaries as at 31st December, 2013 and 2012 which, in the opinion
of the directors, principally affected the results or net assets of the Group are set out below. To give
details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive

length.

Name of subsidiary

RELeBRRARAT
Heyuan Lung Kee Metal
Products Co., Ltd.

mMMELEBEBER A
Hangzhou Lung Kee Metal
Products Co., Ltd.

Lung Kee International
Limited

Lung Kee Metal Limited

Lung Kee Metal Japan
Company Limited

Lung Kee Metal (Malaysia)
Sdn. Bhd.

Super Visions International
Limited

aMNELeBERERAT
Taizhou Lung Kee Metal
Products Co., Ltd.

ABEITERMERRAA
Taiwan Supertech Industrial
Company Limited

Lung Kee (Bermuda) Holdings Limited

Place of
incorporation/
establishment
and operations

The PRC (note a)

The PRC (note a)

Hong Kong

Hong Kong

Japan

Malaysia

British Virgin

Islands

The PRC (note a)

Republic of China
(note ¢)

Issued and fully
paid share capital/
paid up capital

HK$550,870,000

Us$75,000,000

HK$2 ordinary
shares
HK$2,000,002
non-voting
deferred shares
(note b)

HK$2 ordinary
shares
HK$10,000,002
non-voting
deferred shares
(note b)

JPY300,000,000

RM750,000

Us$2

US$6,000,000

NT$36,880,000

Proportion of
nominal value of
issued capital/
paid up capital
indirectly held by
the Company

%
100

100

100

100

100

100

100

100

70

Principal activities

Manufacturing and
marketing of mould
bases

Manufacturing and
and marketing of
mould bases

Investment holding

Manufacturing and
marketing of mould
bases

Manufacturing and
marketing of mould
bases

Manufacturing and
marketing of mould
bases

Holding and
licensing of
trademarks

Manufacturing and
marketing of mould
bases

Manufacturing and
marketing of mould
bases



For the year ended 31st December, 2013

Notes:
a. These companies are wholly-owned foreign enterprises established in the PRC.

b.  The deferred shares carry practically no rights to dividends or to receive notice of or to attend or vote at any
general meeting of the respective companies or to participate in any distribution on winding up.

c.  The entity contributes the Group’s material non-controlling interest as at 31st December, 2013.

None of the subsidiaries had any debenture outstanding at the end of the year or at any time during the
year.
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REVENUE

PROFIT BEFORE TAXATION
INCOME TAX EXPENSE

PROFIT FOR THE YEAR
ATTRIBUTABLE TO:

OWNERS OF THE COMPANY
NON-CONTROLLING INTERESTS

TOTAL ASSETS

TOTAL LIABILITIES

NET ASSETS

EQUITY ATTRIBUTABLE TO OWNERS
OF THE COMPANY
NON-CONTROLLING INTERESTS

TOTAL EQUITY

Lung Kee (Bermuda) Holdings Limited

2009
HK$’000
2,234,680

319,895
(98,935)

220,960
220,928
32

220,960

2009
HK$’000
2,375,160
(441,692)
1,033,468
1,928,478
4,990

1,933,468

Year ended 31st December,

2010 2011 2012
HK$'000 HK$'000 HK$'000
(restated)  (restated)

2,611,683 2,532,460 2,401,503
457,593 386,274 252,014
(130,879) (105,837) (68,227)
326,714 280,437 198,787
323,051 277,628 196,529

3,663 2,809 2,258
326,714 280,437 198,787
At 31st December,

2010 2011 2012
HK$'000 HK$'000 HK$'000
(restated) (restated)

2,967,230 3,120,942 3,095,740
(777,636) (796,421) (671,508)

2,189,594 2,324,521 2,424,232

2,180,629 2,316,019 2,413,074

8,965 8,502 11,158

2,189,694 2,324,521 2,424,232

2013
HK$°000
2,221,203

191,571
(44,688)

146,883
145,197
1,686

146,883

2013
HK$’000
3,209,787
(719,484)
2,490,303
2,477,816
12,487

2,490,303



Location

Workshop 6 on ground floor
Kwong Sang Hong Centre
Nos.151-153 Hoi Bun Road
Kowloon

Workshop No.2 on ground floor
and the yard adjoining thereto
Hung Tat Industrial Building
No.43 Hung To Road

Kowloon

Factory A, C on G/F

Mai Hing Industrial Building
Nos.16-18

Hing Yip Street

Kowloon

Car parking space No. L2
and L5 on G/F

Mai Hing Industrial Building
Nos.16-18

Hing Yip Street

Kowloon

Type of properties

Office premises

Factory

Factory

Carpark

Attributable interest

100%

100%

100%

100%

Lease term

Medium-term lease

Medium-term lease

Medium-term lease

Medium-term lease
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hina Hangzhou plant possesses ample stock
“of special steels with massive machining
capacity, which can provide customers in
Jiangsu and Zhejiang Provinces, China speedy
delivery services for mould inserts with 6-faces
machined.

FRERAEFHNARABRESE ELEH
EERENTI A AERETRFZFELERSE -
RmMEREFER -

Through in  depth communication and
collaboration with mould makers, Lung Kee
Group can provide more detailed profile
machining tailoring to the need of customers,
thus benefiting both parties.

<

BERBRSEENTEHER £
AREREmENKAERRRE -
HARBERNTRKbEEZ M LA -
Through  continuous  development
of the automotive industry in China,
more large size and better quality
moulds are being made in China, thus
increase the demand for bigger size
mould bases.

IR BEN B REIBER - R
TRAENEEEZRREME
REEBRBEARTIRER AR
Bz RPRESRRE -

The heat treatment workshop in
China Hangzhou plant possesses
sophisticated vacuum heat treatment
furnaces with various capacities,
which can provide efficient high
quality heat treatment services for
die casting moulds as well as hard
moulds for plastic processing.




ARAMELAEREZRAENZ B

BREGEE  AARAERREM

HEx -

Multi-purpose  heat treatment
furnaces for mass production of
mould base components greatly
enhance the productivity and the
quality of the product.

REHZIEERE  EEZINTEER K E
BT ABREBEANKAEZBRBMRT RERE -
Large size and multi-function machines enable
more machining processes to be completed in
a single setup, thus saving the labour cost and
shorten the delivery time.

FEMTHEIR  mEEFHREAMRE >
REEEEORF -

Advanced machineries satisfy the
demand of customers towards better
quality and speedy delivery services.

REINEFRIEBARL M BREEER -
Serving overseas customers in producing

over-sized mould bases for die casting
moulds.
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