BRABEXEREBRQ A
SJM HOLDINGS LIMITED

REBEMEINEREEDA B 1K55 : 880

incorporated in Hong Kong with limited liability Stock Code : 880

ANNUAL REPORT

4 2019



ABOUT US

SJM Holdings Limited (the “Company”) is the holding company of Sociedade de Jogos de Macau, S.A.
("SIM"), one of the six companies authorised to operate casino games of fortune and other games of
chance in casinos, under the terms of a concession granted by the Government of the Macau Special
Administrative Region (“Macau”) in March 2002, the expiry date of which has been extended from
March 2020 to June 2022. SIM is the only casino gaming concessionaire with its roots in Macau.

SIM’s casinos are located in prime locations on the Macau Peninsula and Taipa and convenient to
principal entry points. Gaming operations comprise VIP gaming, mass market table gaming and slot
machines.

The Grand Lisboa Palace, SJM’s integrated resort on Cotai, completed construction in the fourth
quarter of 2019 and began the process of obtaining the necessary operating licenses. The Grand
Lisboa Palace will feature a total of approximately 1,900 hotel rooms and suites, facilities for meetings
and conferences, shopping, dining and entertainment, and a casino.

As at 31 December 2019, SJM operated 20 casinos, comprising more than 1,700 gaming tables and
over 2,400 slot machines.
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GRAND LISBOA PALACE

MACAU
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GRAND LISBOA PALACE

An East-Meets-West Masterpiece

Marking a grand entrance on Cotai and being a milestone
development for SIM, Grand Lisboa Palace is an iconic integrated
resort soon to be launched on a plot of 70,468 square metres
near the Macau East Asian Games Dome.

Inspired by the architecture of European monumental buildings
while featuring traditional Chinese motifs, the positioning of
Grand Lisboa Palace celebrates the meeting of East and West and
reflects the rich cultural heritage of Macau, a thriving gateway for
Sino-Western cultural exchange for over 400 years.

The Grand Lisboa Palace resort will offer approximately 1,900
rooms and suites with three distinct and exciting hospitality
propositions: leading the way with 1,350 rooms is the five-star
Grand Lisboa Palace hotel. Its modern Chinoiserie-styled interior
paired with luxurious amenities will bring the widely-recognised
Lisboa brand up to a new level of excellence.

Grand Lisboa Palace is also the first integrated resort in the world
to house two towers exclusively designed by world-class fashion
brands, namely Versace and Karl Lagerfeld respectively. Asia’s
first Palazzo Versace is designed under the creative direction of
Donatella Versace, offering 271 rooms and suites which boast a
total Versace-branded lifestyle experience.
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The tower bearing the name of the late fashion legend,
Karl Lagerfeld, is the only one in the world with its interior fully designed
by the eponymous designer. Every single detail in the 271 rooms
and suites was personally conceived or selected by Mr. Lagerfeld.

In addition, Grand Lisboa Palace will offer the finest and most
diverse cuisines via over 30 food and beverage outlets,
underpinned by SJM's industry-leading culinary expertise which
has been recognised extensively in the Michelin Guide.

The property has a total gross floor area of 521,435 square metres,
plus 77,158 square metres of parking. Over 90 percent of its total
area comprises a full range of non-gaming facilities, offering guests
varied luxury accommodation and refined leisure enjoyment.

The retail mall of Grand Lisboa Palace covers more than 75,000
square metres and is themed as “Le Jardin de la Fantaisie” or
Fantasy Garden. Included in the more than 100 shops will be the
Macau flagship outlet of China Duty Free Group, and Macau’s
largest department store, to be run by NYH Gestdo de Vendas a
Retalho Limitada, the operator of the famous New Yaohan
Department Store.

Amongst its diversified entertainment and leisure facilities, the resort
offers The Grand Pavilion, a splendid venue for events and banquets,
and a versatile multi-purpose hall for meetings and performances.

Grand Lisboa Palace is set to open in the second half of 2020,
offering an exciting panoply of style and leisure experiences and
continuing SJM'’s legacy in hospitality and entertainment.
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BN CHAIRMAN'S STATEMENT

First of all, | would like to extend my personal sympathy to the individuals
and families who have been affected by the international outbreak of
coronavirus.

The new coronavirus, since named COVID-19, first reached Macau in
January. Thanks to the proactivity of the Macau Government, the entire
community was quickly made aware of the importance of certain steps to
prevent contamination and spread of the virus. In addition, quarantining
facilities were designated, monitoring at the border entry points was
initiated, and facemasks and other medical supplies were procured early.

SJM is working closely together with the Macau Government to assist in all
possible ways to contain the spread of this disease. In our operations, SIM’s
highest priority has always been the health and safety of our employees and
patrons, and we fully support the measures taken by the local government.

Beginning on 5 February, all gaming premises in Macau were closed for a period of 15 days. Since 20 February,
casinos have been permitted to reopen subject to several prudent restrictions, including inter alia requirements
for staff to wear face masks, to check temperatures of all visitors at entry, and to maintain separation between
gaming tables. Of SIM’s 20 casino properties, 16 were placed back into service on 20 February and the rest were
ready for business shortly thereafter. Special arrangements have been instituted for certain employees to work
from home, if possible, and for employees to submit daily health declarations to their respective managers.

At this date it is not clear for how long the above measures, and others, will remain in place. SIM has pledged its
full cooperation with the Macau Government, and we will continue to do our utmost to ensure that we provide
a safe and hygienic environment for our staff and our customers. The impact of COVID-19 and efforts to bring it
under control will definitely have a material effect on business results in 2020, but at a level that is not possible
to know at the present time. | am confident, however, that SJM has the financial, operational and managerial
strength to carry on and return to realizing our full potential in 2021 and beyond.

On 5 February, SIM announced a donation of MOP20 million to aid coronavirus control and relief efforts in
Hubei province, including purchasing the much-needed medical supplies and protective equipment. The donation
was made under coordination of the Liaison Office of the Central People’s Government in Macau. We have also
donated kits full of daily necessities to Macau’s neediest families, working together with six local community
organizations.

I would like to thank all departments of the Macau government, both those charged with direct response to the
outbreak, and to others who have contributed to the community spirit of unity. | would also like to thank our
staff members for their loyalty and diligent work during the past year and the current period, our Board members
for their wise counsel, and our shareholders and business partners for their support.

Ho Chiu Fung, Daisy
Chairman and Executive Director

Hong Kong, 16 March 2020

SJM Holdings Limited Annual Report 2019



BN FINANCIAL HIGHLIGHTS AND DIVIDEND SCHEDULE

FINANCIAL HIGHLIGHTS

Year Ended Year Ended

31 December 31 December

2019 2018

(HK$ million) (HK$ million)

Net Gaming Revenue 33,159 33,677
Hotel, Catering, Retail and Other Income 1,050 1,110
Adjusted EBITDA* 4,213 3,724
Profit attributable to owners of the Company 3,207 2,850

Earnings per share
— basic
— diluted
Dividend per ordinary share

HK56.6 cents
HK56.6 cents

HK50.4 cents
HK50.3 cents

— proposed final dividend HK22 cents HK21 cents
— interim dividend paid HK8 cents HK8 cents
* Adjusted EBITDA is earnings after adjustment for non-controlling interests and before accounting for interest income and expense, tax,

depreciation and amortisation, donations, gain/loss on disposal of property and equipment, share-based payments, loss on

modification of long-term bank loans, impairment loss (including reversal) on property and equipment and project feasibility study

cost.

DIVIDEND SCHEDULE

Events

Date and Time

Announcement of proposed final dividend

16 March 2020

2020 Annual General Meeting
(to approve the proposed final dividend)

2:30 p.m. on

Tuesday, 9 June 2020

Ex-dividend date

11 June 2020

Record date for proposed final dividend

12 June 2020

Latest time to lodge transfer documents with share
registrar to qualify for proposed final dividend

4:30 p.m. on

Friday, 12 June 2020

Expected payment date of proposed final dividend
(if approved at the 2020 Annual General Meeting)

24 June 2020
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BN CHIEF EXECUTIVE OFFICER’S STATEMENT

(All amounts expressed in Hong Kong dollars unless otherwise stated)

Macau's gaming market declined moderately in 2019 after a couple years of growth. The bright spot was mass
market gaming, which grew at a rate of 16.8%, but not enough to eclipse the decline in VIP revenue. Global
economic issues, including uncertainties concerning trade restrictions, definitely weighed on the spending of
high-rollers during the year.

Additionally, social disturbances in Hong Kong affected the level of visitation to Macau, as many patrons from
central and northern China would have visited Macau and Hong Kong on the same trip. Indeed, visitation to
Macau declined 5.7% from the first half of the year to the second half, this in spite of the opening of the Hong
Kong/Zhuhai/Macau Bridge in late 2018. Correspondingly, Macau’s gaming revenue showed a half-to-half
decline of 4.4%.

SJM’s net gaming revenue declined by 1.5% in 2019, with the gross revenue numbers showing increases in mass
market table games by 8.9% and slot machines by 2.5%, whilst VIP gross revenue declined by 30.4%. The
relative difference in mass market versus VIP meant that our Adjusted EBITDA margin (as defined herein) showed
a positive increase for the year, and our net income available to shareholders grew by 12.5%.

With the continuing shift of gaming revenue to Cotai, however, SIM’s market share of gaming declined to
14.1% for the year.

At the Group’s flagship Casino Grand Lisboa, mass market table gaming revenue and slot machine revenue
increased by 8.1% and 5.4%, respectively, whilst VIP gaming revenue decreased by 31.4%. The property
showed an increase in Adjusted Grand Lisboa EBITDA of 12.9% for the year. Occupancy at the Grand Lisboa
Hotel was 93.8% for the full year, at an average room rate of $1,508.

The Group's financial position continued to be strong. Total cash and bank balances stood at $15.5 billion as at
31 December 2019, and debt outstanding of the Group was $15.3 billion.

In the fourth quarter of 2019, construction of the Group’s Grand Lisboa Palace project on Cotai was completed,
and the process of obtaining the necessary operating licenses was begun. We anticipate that the Grand Lisboa
Palace, with its full range of non-gaming activities, luxury hotel accommodations and state-of-the-art gaming
facilities, will be ready to open its doors by the end of this year, to make a major contribution to the evolution of
Macau as a world centre of tourism and leisure.

Subject to approval by shareholders at the 2020 annual general meeting, the Board of Directors has
recommended a final dividend of HK22 cents per ordinary share. In addition to the interim dividend of HK8 cents
per ordinary share paid previously, total dividends for the year would amount to HK30 cents per ordinary share.

I would like to express my sincere thanks to our staff for their dedication and hard work, to my fellow directors
for their support and guidance, and to our business partners, shareholders and other stakeholders for their
ongoing engagement.

So Shu Fai
Vice-Chairman and Executive Director
Chief Executive Officer

Hong Kong, 16 March 2020

SJM Holdings Limited Annual Report 2019



N BUSINESS REVIEW
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(All amounts expressed in Hong Kong dollars unless otherwise stated)

MARKET ENVIRONMENT

Following two years of growth, Macau’s casino gross gaming revenue declined by 3.4% in 2019, as per figures
reported by the Macau Gaming Inspection and Coordination Bureau (“DICJ"). The entire decline was accounted
for by VIP gaming, however, which decreased year-on-year by 18.6%. In contrast, gross revenue of mass market
gaming including slot machines grew by 15.0% in 2019. Given the comparatively low profit margin of VIP
gaming, the divergence of VIP and mass market/slot machine revenues resulted in increased overall profitability
for Macau'’s casino gaming industry.

According to the Macau Government Statistics and Census Service, visitation to Macau increased strongly in the
first half of 2019 by 20.6% over the first half of 2018 to 20.3 million visitors, aided by the opening of the Hong
Kong-Zhuhai-Macau Bridge in the previous October. The second half of the year was marked by social
disturbances in Hong Kong, causing many potential visitors who would travel to Macau via Hong Kong to cancel
or postpone their trips. Visitation to Macau in the second half of the year thus declined by 5.7% from the first
half to 19.1 million.

BUSINESS MODEL AND KEY STRATEGIES

Our strategic objective is sustainable long-term growth in shareholder value. As a leading operator, owner and
developer of casinos and related businesses in Macau, our key strategies for delivering this objective are
as follows:

e  We will continue to build, own and manage or invest in casinos and related businesses in Macau, as
permitted by government regulation.

e We will continue to improve and enhance the efficiency of our existing properties in both the mass market
and VIP sectors of the gaming business.

e We will remain focused principally on Macau, while selectively considering opportunities for future
expansion in the Asian region.

e We will maintain a strong financial position, with a view to long-term growth.

SJM Holdings Limited Annual Report 2019



BUSINESS REVIEW

GROUP OPERATING RESULTS

The Group's profit attributable to owners of the Company, Adjusted EBITDA and Adjusted EBITDA Margin for
the year ended 31 December 2019 all increased materially from last year, whilst total net revenue and net
gaming revenue recorded decreases compared to last year.

For the year ended
31 December

2019 2018 Increase/
Group operating results HK$ million HK$ million (Decrease)
Total net revenue 33,875 34,410 (1.6%)
Net gaming revenue 33,159 33,677 (1.5%)
Profit attributable to owners of the Company 3,207 2,850 12.5%
Adjusted EBITDA’ 4,213 3,724 13.2%
Adjusted EBITDA Margin? 12.4% 10.8% 1.6%

Adjusted EBITDA is earnings after adjustment for non-controlling interests and before accounting for interest income and expense,
tax, depreciation and amortisation, donations, gain/loss on disposal of property and equipment, share-based payments,
loss on modification of long-term bank loans, impairment loss (including reversal) on property and equipment and project feasibility
studly cost.

2 Adjusted EBITDA Margin is Adjusted EBITDA divided by total net revenue.

VIP gross gaming revenue of the Group decreased by 30.4% in 2019 while mass market table gross gaming
revenue increased by 8.9%. According to statistics from the MSAR government, gaming revenue of Macau
decreased by 3.4% in 2019, comprising a 18.6% decrease in VIP gross gaming revenue, a 16.8% increase in
mass market table gross gaming revenue and a 0.6% increase in slot machine gross gaming revenue.

During 2019, the Group accounted for 14.1% of Macau’s casino gaming revenue of $283,937 million which
represented a decline in market share from 14.9% for the full year 2018.

The Group's Adjusted EBITDA Margin for the year was 12.4%, an increase from 10.8% in 2018.
Attributable profit in the Reporting Period was affected by deductions of share-based payments which were
$6 million in 2019, as compared with $10 million in the previous year. Depreciation in 2019 was $1,055 million

compared with $1,163 million in 2018, and interest expense was $34 million, compared with $28 million
in 2018.

SJM Holdings Limited Annual Report 2019
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BUSINESS REVIEW

OPERATING RESULTS — VIP GAMING

For the year ended
31 December

VIP operations 2019 2018 (Decrease)
Gross gaming revenue (HK$ million) 13,687 19,663 (30.4%)
Average daily net-win per VIP gaming table (HK$) 132,040 187,055 (29.4%)
VIP chips sales (HK$ million) 420,164 670,700 (37.4%)
Average number of VIP gaming tables

(Average of month-end numbers) 284 288 (1.4%)

VIP gaming operations accounted for 34.2% of the Group's total gross gaming revenue in 2019, as compared
with 44.8% for the previous year. As at 31 December 2019, SJM had 275 VIP gaming tables in operation with
15 VIP promoters, as compared with 287 VIP gaming tables and 19 VIP promoters as at 31 December 2018.
As at 31 December 2019, SIM operated VIP gaming in 13 of its casinos.

The Group’s gross gaming revenue from VIP gaming operations amounted to approximately 10.4% of total VIP

gaming revenue in Macau, compared to 12.2% in the previous year, according to figures from DICJ. The hold
rate for SJIM’s VIP operations was 3.26% in 2019 as compared with 2.93% in 2018.

OPERATING RESULTS — MASS MARKET TABLE GAMING

For the year ended
31 December

Mass market operations 2019 2018 Increase
Gross gaming revenue (HK$ million) 25,127 23,080 8.9%
Average daily net-win per mass market

gaming table (HK$) 46,451 44,657 4.0%
Average number of mass market gaming tables

(Average of month-end numbers) 1,482 1,416 4.7%

Gross gaming revenue from mass market table gaming operations comprised 62.8% of the Group’s total
gross gaming revenue in 2019, as compared with 52.6% in 2018. SIM had 1,511 mass market gaming
tables in operation as at 31 December 2019, as compared with 1,425 mass market gaming tables as at
31 December 2018.

SJM Holdings Limited Annual Report 2019



BUSINESS REVIEW

OPERATING RESULTS — SLOT MACHINES AND OTHER GAMING OPERATIONS

For the year ended

31 December Increase/
Slot machine operations 2019 2018 (Decrease)
Gross gaming revenue (HK$ million) 1,186 1,157 2.5%
Average daily net-win per slot machine (HK$) 1,268 1,188 6.8%
Average number of slot machines
(Average of month-end numbers) 2,562 2,668 (4.0%)

Gross gaming revenue from slot machine operations comprised 3.0% of the Group's total gross gaming revenue
in 2019, compared with 2.6% in 2018. SIM had 2,439 slot machines in service as at 31 December 2019 as
compared with 2,454 slot machines as at 31 December 2018.

As at 31 December 2019, SJM operated slot machines in 12 of its casinos.

OPERATING RESULTS — CASINO GRAND LISBOA

SIM's flagship Casino Grand Lisboa showed a decrease in gross gaming revenue of 17.6%, an increase in
Adjusted Grand Lisboa EBITDA and attributable profit of 12.9% and 17.3% respectively.

For the year ended

Casino Grand Lisboa 2019 2018 (Decrease)
Gross gaming revenue (HK$ million) 12,910 15,663 (17.6%)
Profit attributable to the Group (HK$ million) 2,203 1,878 17.3%
Adjusted Grand Lisboa EBITDA? (HK$ million) 2,349 2,081 12.9%
Adjusted Grand Lisboa EBITDA Margin

(over gross gaming revenue) 18.2% 13.3% 4.9%

Adjusted Grand Lisboa EBITDA is earnings after adjustment for non-controlling interests and before accounting for interest income
and expense, tax, depreciation and amortisation, donations, gain/loss on disposal of property and equipment, share-based payments,
loss on modiification of long-term bank loans, impairment loss (including reversal) on property and equipment, project feasibility study
cost and before elimination of inter-company consumption.

SJM Holdings Limited Annual Report 2019
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BUSINESS REVIEW

Operating results of Casino Grand Lisboa are as follows:

For the year ended

31 December Increase/
Casino Grand Lisboa 2019 2018 (Decrease)
VIP operations
Gross gaming revenue (HK$ million) 6,966 10,155 (31.4%)
Average daily net-win per VIP gaming table (HK$) 157,717 244,042 (35.4%)
VIP chips sales (HK$ million) 212,151 361,746 (41.4%)
Average number of VIP gaming tables
(Average of month-end numbers) 121 114 6.1%
Mass market operations
Gross gaming revenue (HK$ million) 5,475 5,063 8.1%
Average daily net-win per mass market
gaming table (HK$) 52,633 50,811 3.6%
Average number of mass market gaming tables
(Average of month-end numbers)
285 273 4.4%
Slot machine operations
Gross gaming revenue (HK$ million) 469 445 5.4%
Average daily net-win per slot machine (HK$) 1,558 1,568 (0.6%)
Average number of slot machines
(Average of month-end numbers) 825 778 6.0%

Casino Grand Lisboa operated 292 mass market gaming tables and 123 VIP gaming tables as at 31 December
2019, compared with 266 and 115, respectively at the end of the previous year.

As at 31 December 2019, Casino Grand Lisboa operated a total of 780 slot machines. Jackpots are awarded

frequently, with the total exceeding $185 million for slot machines and over $47 million for table games
(Caribbean Stud Poker) in 2019. During 2019, Casino Grand Lisboa attracted a total of over 12 million visitors.

SJM Holdings Limited Annual Report 2019



BUSINESS REVIEW

OPERATING RESULTS — OTHER SELF-PROMOTED CASINOS

Other self-promoted casinos are Casino Lisboa, Casino Oceanus at Jai Alai (including the casino area in the Jai
Alai building) and Casino Taipa (collectively, “Other Self-promoted Casinos”).

For the year ended
31 December

Other self-promoted casinos 2019 2018 Increase
Gross gaming revenue (HK$ million) 6,308 6,265 0.7%
Profit attributable to the Group (HK$ million) 908 627 44.6%
Adjusted EBITDA (HK$ million) 1,223 890 37.3%
Adjusted EBITDA Margin

(over gross gaming revenue) 19.4% 14.2% 5.2%
Operating results of other self-promoted casinos are as follows:

For the year ended

Other self-promoted casinos 2019 2018 (Decrease)
VIP operations
Gross gaming revenue (HK$ million) 1,284 1,630 (21.2%)
Average daily net-win per VIP gaming table (HK$) 159,850 159,454 0.2%
VIP chips sales (HK$ million) 34,240 55,151 (37.9%)
Average number of VIP gaming tables

(Average of month-end numbers) 22 28 (21.4%)
Mass market operations
Gross gaming revenue (HK$ million) 4,704 4,327 8.7%
Average daily net-win per mass market

gaming table (HK$) 32,880 33,873 (2.9%)
Average number of mass market gaming tables

(Average of month-end numbers) 392 350 12.0%
Slot machine operations
Gross gaming revenue (HK$ million) 320 308 3.7%
Average daily net-win per slot machine (HK$) 1,321 1,118 18.2%
Average number of slot machines

(Average of month-end numbers) 663 756 (12.3%)

As at 31 December 2019, Casino Lisboa operated a total of 22 VIP gaming tables, 111 mass market gaming
tables and 56 slot machines, and Casino Oceanus at Jai Alai operated a total of 233 mass market gaming tables
and 397 slot machines, plus 62 mass market gaming tables and 74 slot machines in the casino area of the Jai
Alai building. Casino Taipa, operated 5 mass market gaming tables and 101 slot machines.

SJM Holdings Limited Annual Report 2019
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BUSINESS REVIEW

OPERATING RESULTS — SATELLITE CASINOS

As at 31 December 2019, SIM operated 16 satellite (third party-promoted) casinos, as follows: Casino Babylon,
Casino Casa Real, Casino Diamond, Casino Eastern, Casino Emperor Palace, Casino Fortuna, Casino Golden
Dragon, Casino Grandview, Casino Kam Pek Paradise, Casino L’Arc Macau, Casino Landmark, Casino Legend
Palace, Casino Macau Jockey Club, Casino Million Dragon, Casino Ponte 16 and Casino Royal Dragon.

Fourteen of SJM's satellite casinos are located on the Macau Peninsula whilst two satellite casinos are located on
the island of Taipa. Satellite casinos comprised a total of 130 VIP gaming tables, 808 mass market gaming tables

and 1,031 slot machines, as at 31 December 2019.

Satellite casinos are operated in accordance with service agreements between SJM and third party promoters.

For the year ended
31 December

Satellite casinos 2019 2018 (Decrease)
Gross gaming revenue (HK$ million) 20,782 21,972 (5.4%)
Profit attributable to the Group (HK$ million) 525 689 (23.9%)
Adjusted EBITDA (HK$ million) 522 647 (19.4%)
Adjusted EBITDA Margin

(over gross gaming revenue) 2.5% 2.9% (0.4%)
Operating results of satellite casinos are as follows:

For the year ended

Satellite casinos 2019 2018 (Decrease)
VIP operations
Gross gaming revenue (HK$ million) 5,438 7,879 (31.0%)
Average daily net-win per VIP gaming table (HK$) 105,665 146,845 (28.0%)
VIP chips sales (HK$ million) 173,773 253,803 (31.5%)
Average number of VIP gaming tables

(Average of month-end numbers) 141 147 (4.1%)
Mass market operations
Gross gaming revenue (HK$ million) 14,947 13,690 9.2%
Average daily net-win per mass market gaming table (HK$) 50,872 47,357 7.4%
Average number of mass market gaming tables

(Average of month-end numbers) 805 792 1.6%
Slot machine operations
Gross gaming revenue (HK$ million) 397 403 (1.5%)
Average daily net-win per slot machine (HK$) 1,012 974 4.0%
Average number of slot machines

(Average of month-end numbers) 1,074 1,134 (5.3%)

SJM Holdings Limited Annual Report 2019



BUSINESS REVIEW

NON-GAMING OPERATIONS

For the year ended 31 December 2019, the Grand Lisboa Hotel contributed $514 million in revenue and
$16 million in Adjusted Grand Lisboa EBITDA to the Group as compared with $518 million in revenue and $33 million
in Adjusted Grand Lisboa EBITDA for the previous year. The occupancy rate of the hotel, based on 413 average
available rooms, averaged 93.8% for the full year, as compared with 95.5% for the previous year, and the
average room rate for the full year 2019 was approximately $1,508 as compared with $1,495 in 2018.

Food and beverage units at the Grand Lisboa Hotel continued to earn international recognition. Amongst
numerous awards, French restaurant “Robuchon au Déme” and Cantonese restaurant “The Eight” received
three stars in the Michelin Guide Hong Kong Macau 2020. Modern steakhouse “The Kitchen” was also awarded
one star. The wine cellars of “Robuchon au Déme” and lItalian restaurant “Casa Don Alfonso” received the
Grand Award and “The Kitchen” received the Best of Award of Excellence from Wine Spectator.

The Sofitel at Ponte 16, in which SIM's interest is 51%, contributed $212 million in revenue to the Group in
2019, compared with a contribution of $214 million in 2018. The occupancy rate of the 408-room hotel
averaged 91.2% for the full year 2019 as compared with 92.7% in 2018, whilst average room rate increased by
0.01% to $1,144. The Sofitel at Ponte 16 received numerous travel industry awards in 2019, in both business
and luxury categories.

Income from all hotel, catering, retail and related services, after inter-company elimination, totaled $717 million

in 2019, a decrease of 2.3% from $733 million in 2018, due primarily to decline in hotel room occupancy and
retail operations.

SJM Holdings Limited Annual Report 2019

15



BN PROSPECTS AND RECENT DEVELOPMENTS
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(All amounts expressed in Hong Kong dollars unless otherwise stated)

COVID-19 UPDATE

In December 2019 a new strain of coronavirus, since named COVID-19 was reported in Wuhan, Hubei Province,
China and has since appeared in more than 100 countries and territories including Macau. In response, China
and other governments have undertaken significant measures to prevent the spread of the disease, including
the following:

e Wuhan and several other Chinese cities have been placed under quarantine;

e Chinese citizens have been advised to avoid all non-essential travel;

e The Individual Visa Scheme under which many mainland Chinese normally visit Macau has been suspended;

e The Hong Kong-Macau Ferry Terminal in Hong Kong was temporarily closed and all ferry
operations suspended;

e  (Casino operations in Macau, including all casinos operated by the Company, were suspended for 15 days
from 5 February 2020 and subsequently permitted to reopen under restrictions; and

e  Flights to Macau and the region have been suspended or reduced in frequency.

The above measures, which were still in force as of the date of this report, combined with voluntary avoidance of
travel, have drained Macau of visitors and therefore seriously reduced gaming and non-gaming activities at
SIM’s properties.

The disruption of SJM'’s business due to the outbreak of COVID-19 is expected to have a material adverse effect

on the Group’s results in the first half of 2020 and potentially beyond. It is not possible to predict the full extent
or duration of the impact, however, as it will depend on the progression of the disease and efforts to control it.

SJM Holdings Limited Annual Report 2019



PROSPECTS AND RECENT DEVELOPMENTS

CURRENT AND RECENT INITIATIVES

Grand Lisboa Palace

Construction work on the Grand Lisboa Palace, the Group's integrated resort on Cotai, was completed in late
2019 and application was made for the relevant licenses to begin operation in the second half of 2020.

When open, the Grand Lisboa Palace will comprise a total gross floor area of 521,435 square metres plus
77,158 square metres of parking area. More than 90% of the total area will be devoted to a full range of non-gaming
facilities, including hotel towers bearing the insignia “Grand Lisboa Palace”, “Palazzo Versace” and “Karl
Lagerfeld”, totaling approximately 1,900 rooms, plus facilities for events, meetings and conferences, shopping,
dining and entertainment, and a casino, at an estimated total project cost of approximately $39 billion.

In May 2019, SIM announced the signing of an agreement with China Duty Free Group Co., Ltd. (“CDFG") to
open CDFG’'s Macau flagship outlet at Grand Lisboa Palace, which will cover approximately 7,500 square metres
on the first floor of the project’s retail mall.

In January 2020, the Company announced the signing of an agreement between SJM and NYH Gestao de
Vendas a Retalho Limitada (“NYH") for NYH to set up a high-class department store on the second floor of the
project’s retail mall. The store will be under the brand or style “New Yaohan” and will cover approximately
15,500 square metres.

As at 31 December 2019, SIM had entered into capital commitments in connection with the Grand Lisboa Palace
project with a total value of approximately $6.8 billion.

Gaming Concession Extension

In March 2019, a Concession Extension Contract was executed between the Macau Government and SJM,
pursuant to which the gaming concession of SIM, which was due to expire on 31 March 2020, would be
extended for a further period up to 26 June 2022 which coincides with the expiry date of other concessionaires
so that all the original gaming concessions will expire at the same time. Details of the Concession Extension
Contract were disclosed in the Company’s announcement dated 15 March 2019.

Pursuant to the Concession Extension Contract, SJM submitted a bank guarantee in amount of
MOP3,500 million (equivalent to approximately HK$3,398 million) to the Macau Government on 12 June 2019 to
warrant the fulfilment of an already existing commitment of labour liabilities after the expiry of the Concession
Extension Contract.
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(All amounts expressed in Hong Kong dollars unless otherwise stated)

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The Group maintained a strong financial position, with bank balances and cash amounting to $14,504 million (not
including $1,021 million pledged bank deposits) as at 31 December 2019. This represented a decrease of 22.4%
as compared with the position as at 31 December 2018 of $18,691 million. The decrease was mainly attributable
to cash outflows for repayment of syndicated loan facilities and payment for construction of the Grand Lisboa
Palace during the year.

Total outstanding balances of bank loans drawn by the Group as at 31 December 2019 amounted to
$15,281 million (as at 31 December 2018: $15,445 million). The maturity of the Group’s borrowings as at
31 December 2019 is as follows:

Maturity Profile
Within 1 year 1-2 years 2-5 years Total

1% 33% 66% 100%

GEARING RATIO

The Group’s gearing ratio (defined as the ratio of total outstanding bank loans less bank balances and cash to
total assets (excluding bank balances and cash)) was zero at the end of 2019 (as at 31 December 2018: zero).

CAPITAL EXPENDITURE COMMITMENTS

Capital expenditure commitments by the Group amounted to $7.1 billion as at 31 December 2019 (as at
31 December 2018: $9.5 billion), of which $6.8 billion were for the Grand Lisboa Palace project. As at 31 December
2019, the Group was in construction of the Grand Lisboa Palace, with an estimated total project cost of
approximately $39 billion, including capital expenditure commitments to date.

The Grand Lisboa Palace project and future projects will be funded by a combination of internal resources and
debt financing. The exact investment plans for the Group's projects are subject to change based upon execution
of the business plans, progress of the projects, market conditions and management’s view of future
business conditions.

PLEDGE OF ASSETS

As at 31 December 2019, certain of the Group's property and equipment and right-of-use assets (2018: property
and equipment and land use rights) with carrying values of $31,901 million and $1,887 million, respectively
(as at 31 December 2018: $27,719 million and $1,797 million, respectively), were pledged to banks for
loan facilities. In addition, the Group had pledged bank deposits of $1,021 million as at 31 December 2019 (2018:
$147 million).
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CONTINGENT LIABILITIES AND GUARANTEES

As at 31 December 2019, the total amount of guarantees of the Group given to banks of $87 million (2018:
$87 million), which were guarantees in respect of credit facilities granted to an associate and an investee
company. The Group had no significant contingent liabilities as at 31 December 2019.

FINANCIAL RISK

The Group follows a conservative policy in financial management with minimal exposure to the risks of currency
and interest rate. The Group does not currently hedge its interest rate exposure, which relates principally to the
facilities which bear interest based on the prevailing rates of HIBOR, LIBOR and MAIBOR, although it may
consider doing so in the future. The Group's principal operations are primarily conducted and recorded in Hong
Kong dollars resulting in minimal exposure to foreign exchange fluctuations. All of the Group’s bank deposits are
denominated in Hong Kong dollars, United States dollars or Macau patacas. It is the Group’s policy to avoid
speculative trading activity.

MATERIAL ACQUISITIONS AND DISPOSALS

The Group made no material acquisitions or material disposals of subsidiaries and associated companies during
the year ended 31 December 2019.

HUMAN RESOURCES

As at 31 December 2019, the Group had approximately 20,700 full-time employees. The Group’s employee
turnover rate was minimal in 2019.

Staff remuneration of the Group is determined by reference to their working performance, professional
qualification, relevant working experience and market trends, and includes salary, allowances, medical insurance
and provident fund.

The management of the Group regularly reviews the remuneration policy and evaluates staff performance. Staff
are encouraged to attend training classes that are related to the Group’s business. The Group provides training
for career enhancement in the form of internal courses and workshops for staff, subsidies for education of staff
at Macau Millennium College, and awards scholarships to children of staff to study at institutions of their choice.
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(All amounts expressed in Hong Kong dollars unless otherwise stated)

“From society, to society” is a core value of the SJM Group. In 2019 we continued to support
education, arts and culture, sports and other charitable activities to benefit the residents of Macau
and to encourage our employees to do likewise.

EDUCATION

The SJM Scholarship Programme

annually awards scholarships of fa:..-v.m:.z.:&
MOP10,000 each for ten outstanding B+EE T RBEESS , M

students at University of Macau and ten
outstanding students at the Macao
Institute for Tourism Studies.

15" Annual SIM Scholarship Awards
8 08. ﬁ 9

For children of staff, the SJM
Scholarship Programme, since 2005,
has awarded ten scholarships annually
to students, who are each awarded
MOP20,000 per year until they finish
their studies of up to five years. In
addition, two best performing students in the past academic year are granted additional awards of MOP5,000
each. This Programme has witnessed the graduation of 104 students since its establishment. The Alumni
Association of Scholarship for SJIM Employees’ Children was established in 2012, aiming to encourage active
participation by past scholarship recipients in social services for the benefit of the community.

SIM also sponsors the full school fees of staff to further their studies at Macau Millennium College, and
encourages employees to return to school by completing secondary school education at Millennium Secondary
School. In April 2019 staff participation in patriotic education programmes in Jinggangshan, Jiangxi was
organised by the SIM Staff Welfare Consultative Committee, and SJM also hosted a series of activities for staff
and their children to enhance their knowledge of China and Chinese culture.

SJM staff were the first batch of corporate employees to attend the training course on Chinese history and
culture offered jointly by Macau Millennium College and a research institute of the Chinese Academy of Social
Sciences since October 2018.

ARTS AND CULTURE

SJM regularly sponsors cultural events in Macau such as art exhibitions and Chinese Opera at the Kam Pek
Community Centre in Macau’s Inner Harbour neighbourhood and music performances at the Clube Militar de
Macau, dedicated to promoting Macau as a base for multicultural exchange and cooperation with an emphasis
on Chinese culture. SIM also provides or subsidises Hong Kong/Macau ferry tickets for arts and culture groups.
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In March 2019 SJM was a Platinum Sponsor of the 8th #’W’@Gﬁ“ 1 ....--&Emm

"Rty ERRTS

Macau Literary Festival. In November 2019 SIM was a
sponsor of the 19th Macau Food Festival and in
December 2019 Grand Lisboa sponsored the Macao
International Parade.

From June to October 2019 SIM presented “ART e
Appreciation ¢ Legacy” exhibition series, in support of
“Art Macao” launched by the Macau Government.
Seven exhibitions, acknowledging both Chinese and
Western cultures, were held at SIM’s properties.

In October 2019 SJM presented the “Yuanmingyuan Bronze Horse Head Special Exhibition” upon the 70th
anniversary of the founding of the People’s Republic of China and the 20th anniversary of Macau's return to
China, prior to the return of the bronze statue to China. Dr. Stanley Ho had purchased the Horse Head in 2007
to return it to China and on 13 November 2019, it was officially donated to the National Cultural Heritage
Administration for collection at the Yuanmingyuan Management Office in Beijing.

In November 2019, SIM sponsored three performances by the China National Peking Opera Company at the
Macao Cultural Centre to mark the year of “double celebration”. The event was jointly organised by the
Department of Publicity and Culture of the Liaison Office of the Central People’s Government in Macau and the
Cultural Affairs Bureau of the Macau Government.

SPORTS

In November 2019 SJM continued as the title sponsor of the
Formula 3 racing team, “SJM Theodore Racing” for the seventh
consecutive year, at the 66th Macau Grand Prix. SIM also was
the title sponsor of the “SJM Macau GT Cup — FIA GT World
Cup” for the fifth consecutive year.

SJM provides or subsidises Hong Kong/Macau ferry tickets for
sports organisations in Macau such as Macau Dance Sport
Federation for exchanges in Hong Kong. SIM was a sponsor of
the 24th annual Macau Jockey Club Charity Day held in June
2019, and was the title sponsor of the MJC 30th Anniversary
Cup and the SIM Macau Derby in March and July 2019, ':,,.':.,,,,,ﬂ:::;';'::';;;;f::--..u i T T
respectively. SJIM was also the title sponsor of the SIM Cup — 8th

Macau International Wushu Festival and Macau International
Martial Arts Competition held in July. SJM sponsored the Macao
International Dragon Boat Races held in June 2019. SIM formed
nine dragon boat teams to compete in the local and
international races and won several trophies.
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RESPONSIBLE GAMING

In 2019, SIM’s Performance Improvement Department (“PID”) continued its
work with the Yat On Responsible Gambling Counselling Centre (“Yat On
Centre”) to actively promote responsible gaming (“RG") in Macau. In addition, §
PID cooperated with Yat On Centre in organising responsible gaming training
for 1,848 new employees, and on the “RG Ambassadors training programme”
and “SIM RG Internship programme”. PID conducted activities at various SIM
casinos and at the “SJM RG Corner” located in the Macau Gaming History
Gallery to promote RG through interactive games for a total of 14,481 staff members, Macau residents and
visitors. SIM also organised different RG activities and competitions, including “SJM Responsible Gaming
Promotion 2019”, “RG ICON Design Competition”, “Knowing Gambling Disorder Competition”, “Tetris
Crossword Contest” and “RG Maze Competition” for its employees and their family members during 2019.

OTHER COMMUNITY ACTIVITIES IN 2019

In December 2019 SIM hosted the thirteenth
annual Charity Auction and Michelin-starred
Dinner at Grand Lisboa, which raised funds for
Macau charities. SIM was the successful
bidder for the featured item of the auction,
and all money raised was donated to local
charities including Tung Sin Tong Charitable
Society, Kiang Wu Hospital Charitable
Association, Obra das Maes, Macau Special
Olympics, Macau Holy House of Mercy, Charity Fund From The Readers of Macao Daily News (2019 “Walk for a
Million” in Macau), Caritas de Macau (2020 Caritas Macau Charity Bazaar), Yat On Centre, Macau Social Services
Centre and Macau Association of the Hearing Impaired.

Semsecen .iﬂ;‘ La Frande b
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Also in December 2019 SIM donated to the annual
charity event “Walk for a Million” in Macau, and over 3,000
SJM staff and directors participated in the Walk. SIM also
participated in the Parade for Celebration of the Year of
the Pig by the Macao Government Tourism Office. The
Company was a major sponsor of the Global Tourism
Economy Forum in Macau in October 2019.
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In 2019 the SJM Volunteer Team continued to encourage and
organise volunteer activities by employees. During the year,
more than 665 SJM staff members volunteered to help the
needy in society, working with such organisations as Macau
Social Services Centre, Macau Special Olympics, Macau
Association of the Hearing Impaired, Macau Holy House of
Mercy, Caritas de Macau and Associacao de Juventude
Voluntaria de Macau. Members of the SIM Volunteer Team
received recognition at the 11th International Volunteer
Recognition Ceremony.

SJM supported the first edition of Occupational Skills Competition for
Tourism and Leisure Enterprises in Macau held in January 2019, jointly
organised by the Labour Affairs Bureau and the Macao Federation of &
Trade Unions. SIM staff won first place in the Counting Contest, and
second place at the Hotel Integrated Services Contest.

SUPPORT FOR MACAU'’S SMEs

To support the Macau Government's policy on prioritising purchases from local SMEs, SIM jointly launched the “SIM
and Macau SME Procurement Partnership Programme” with the Macao Chamber of Commerce in August 2016.
Since the programme was launched and up to 31 December 2019, 1,259 local suppliers have enrolled. Total
procurement from local SMEs in 2019 exceeded MOP900 million.

ENVIRONMENTAL PROTECTION

SJM participated in activities during “Macau Energy Saving Week”, including “Macau Energy Saving Activity
2019” and “One-hour Lights Off” campaigns. SIM also participated in the 2019 Macao International
Environmental Co-operation Forum and Exhibition, aiming to promote environmental protection and green
development. The Company was a co-organiser of the Eighth International Forum on Clean Energy held in
Macau in November 2019. The Forum brought together representatives from local and foreign governments,
industries and academia to discuss the green development of the Guangdong-Hong Kong-Macau Greater Bay
Area, focusing on offshore wind power, hydrogen energy, fuel cell, energy internet and green finance. The
Forum launched two Reports on International Clean Energy Industry 2019 and on Guangdong-Hong Kong-
Macao Greater Bay Area 2019. See also “Environmental, Social and Governance Report” on pages 105 to 117.
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FEBRUARY

SIM hosts traditional Gala Dinner on Lunar New
Year’'s Eve

SJM participates in the Parade for Celebration of the
Year of the Pig organised by Macao Government
Tourism Office

MARCH

SJM signs Concession Extension Contract valid until
26 June 2022 with the Macau Government

SJM Holdings Limited Annual Report 2019
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MAY

SJM signs an agreement with China Duty Free Group
to open Macau flagship outlet at Grand Lisboa Palace

JUNE

Annual General Meeting of SJIM Holdings Limited

SIM presents “ART e Appreciation e Legacy”
exhibitions in support of “Art Macao”

AUGUST

15th Annual SJIM Scholarship Awards
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4 J0TH ANNIVERSARY OF MACALS RETURN TO CHINA
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HOMECOMING OF 71T M T1ONAL TREASURE

OCTOBER DECEMBER

8 SIM celebrates the 70th anniversary of the founding of 13 2019 SIM Charity Auction and Michelin-starred
the People’s Republic of China with staff Dinner

9 SIM presents “Yuanmingyuan Bronze Horse Head Special 14 SIM directors and staff members participate in
Exhibition” upon the 70th anniversary of the founding Macau’s Walk for a Million 2019
of the People’s Republic of China and the 20th
anniversary of Macau’s return to China, prior to the 15 New Year’s countdown at Grand Lisboa

return of the bronze statue to China

NOVEMBER

10 Grand Lisboa presents “Miniature Gastronomic Exhibition”
for the year of “double celebration”

16 New Year's countdown at Ponte 16 Resort

11 SIM is the title sponsor of the SJIM Macau GT Cup —
FIA GT World Cup

12 SIMis the title sponsor of SIM Theodore Racing for the
66th Macau Grand Prix Formula 3 Race
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Numerous awards were received by the Group and
its directors in 2019, including the following:

+ Dr. Stanley Ho was elected one of the “20 Persons in

20 Years: the Most Valuable Persons of Macao's
Tourism and Leisure Industry from 1999 to 2019" —
Persons with Significant Values by the Institute for
Social and Cultural Research of Macau University of
Science and Technology.

+ Ms. Daisy Ho was presented the Women of Hope

Awards 2019 — Power and Influence by the Hong
Kong Adventist Hospital Foundation.

+ Dr. Ambrose So was elected one of the “20 Persons

in 20 Years: the Most Valuable Persons of Macao's
Tourism and Leisure Industry from 1999 to 2019" —
Persons with Values by the Institute for Social and
Cultural Research of Macau University of Science and
Technology.

+ SJM Holdings Limited was presented the “Global

Chinese Business 1000 — OQutstanding Performance
Award"” by Yazhou Zhoukan.

GRAND LISBOA

+ MECC Award for Euroexcellence in Luxury by the

Macau European Chamber of Commerce

+ The Best Hotel Wine Collection of the Year by Target

Taste Award

+ The Spa at Grand Lisboa Hotel received the “Best

Men’s Treatment” award at the SpaChina Awards
Ceremony 2019

SJM Holdings Limited Annual Report 2019

ROBUCHON AU DOME, GRAND LISBOA

Three Michelin Stars by Michelin Guide Hong Kong
Macau 2020

Wine Spectator Grand Award 2019
Five Star Rating by Forbes Travel Guide 2019

3-Glass Rating (Excellent) by China’s Wine List of the
Year Awards 2019

Best Restaurant Wine List — Outstanding by China’s
Wine List of the Year Awards 2019

The “"Most Valuable Brand” Excellence Award by the
Business Awards of Macau

Hong Kong Tatler Best Restaurants 2020
South China Morning Post 100 Top Tables 2019
Three-star Restaurant in Ctrip Gourmet List 2019

Ranked 12th in the Top 100 Restaurants in the
World by Elite Traveler 2019

Three Diamonds by 2019 Black Pearl Restaurant
Guide

Ranked 2nd in Top 100+ Asian Restaurants by 2019
Opinionated About Dining

2019 Masterchef Recommendation Restaurant by
Asia Art of Cuisine Society

Champions’ League Best Dessert & Fortified Wine
List 2019 by World of Fine Wine



THE EIGHT, GRAND LISBOA

+ Three Michelin Stars by Michelin Guide Hong Kong
Macau 2020

+ 3-Glass Rating (Excellent) by China’s Wine List of the
Year Awards 2019

+ Hong Kong Tatler Best Restaurants 2020

+ South China Morning Post 100 Top Tables 2019

+ Two-star Restaurant in Ctrip Gourmet List 2019

+ One Diamond by 2019 Black Pearl Restaurant Guide

+ Ranked 4th in Top 100+ Asian Restaurants by 2019
Opinionated About Dining

+ 2019 Masterchef Recommendation Restaurant by
Asia Art of Cuisine Society

CASA DON ALFONSO, GRAND LISBOA

+ Wine Spectator Grand Award 2019

+ 3-Glass Rating (Excellent) by China’s Wine List of the
Year Awards 2019

+ Best Listing of German Wines by China’s Wine List of
the Year Awards 2019

+ Hong Kong Tatler Best Restaurants 2020

+ Best Italian Restaurant of The Year by Target Taste
Award

+ Ranked 56th in Top 100+ Asian Restaurants by 2019
Opinionated About Dining

+ Certified as an authentic Italian restaurant by
Ospitalita Italiana

THE KITCHEN, GRAND LISBOA

+ One Michelin Star by Michelin Guide Hong Kong
Macau 2020

+ Wine Spectator Best of Award of Excellence 2019

+ 3-Glass Rating (Excellent) by China’s Wine List of the
Year Awards 2019

South China Morning Post 100 Top Tables 2019
One-star Restaurant in Ctrip Gourmet List 2019
One Diamond by 2019 Black Pearl Restaurant Guide

SOFITEL MACAU AT PONTE 16

*

*

*

Macao Green Hotel Award 2017-2019 - Silver

*

*

Excellent Communication Service Hotel Award by
Macao Smart Hotel Award 2019

*

Luxury Cultural Hotel by World Luxury Hotel Awards
2019

+ Asia’s Top Spa Hotel & Resort by 2019-2020 Now
Travel Asia Awards

*

China’s Best Destination Hotel by the 19th Golden
Horse Awards of China

*

Excellent Service Oriented Hotel of the Year by 2019
Greater Bay Area Hospitality Awards

*

My Favourite Hotel & Resorts by U Magazine Travel
Awards 2019

+ Le Chinois was awarded My Favourite Hotel
Restaurant in Macau by U Favourite Food Awards
2019

*

So SPA was awarded Luxury Hammam Experience by
World Luxury Spa Awards 2019

*

So SPA was awarded Asia’s top Wellness Spa by
2019-2020 Now Travel Asia Awards
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EXECUTIVE DIRECTORS

Ms. Ho Chiu Fung, Daisy, aged 55, was elected an Executive Director of the Company in June 2017. She was
appointed to succeed as Chairman of the Company in June 2018, and was appointed as the Chairman of the
Executive Committee of the Board in July 2018, and a member of the Nomination Committee and the
Remuneration Committee of the Board in February 2019. Ms. Ho was re-designated from a member to the
Chairman of the Nomination Committee of the Board in June 2019. She was elected as a director of SIM and
was appointed as the Chairman of the board of directors of SJM in March 2019. Ms. Ho is also a director of a
number of principal subsidiaries of the Company.

Ms. Ho was an appointed representative of Shun Tak Holdings Limited (“Shun Tak”), which is a corporate
director of STDM (the controlling shareholder of the Company), up till 31 March 2010, and has thereafter
become an appointed representative of Lanceford Company Limited, which is also a corporate director of STDM,
since 1 April 2010. She was appointed an executive director of Shun Tak, a company listed on the Main Board of
The Stock Exchange of Hong Kong Limited (“HKSE Main Board”), in 1994, and has been the deputy managing
director and chief financial officer of Shun Tak since 1999. She is also a member of the executive committee,
remuneration committee and nomination committee of Shun Tak and a director of a number of its subsidiaries.

Ms. Ho is Vice President and Executive Committee Member of The Real Estate Developers Association of Hong
Kong, Member of the Hong Kong Institute of Real Estate Administrators, Vice President of Macao Association of
Building Contractors and Developers, Member of The Chinese General Chamber of Commerce and of its Ladies
Committee, Life Member of Macao Chamber of Commerce and Executive Member of its Ladies Committee,
Fellow of The Hong Kong Institute of Directors, Governor of The Canadian Chamber of Commerce in Hong
Kong, Chairman cum Director of University of Toronto (Hong Kong) Foundation Limited and Chairman of its
Scholarship Selection Committee, Vice Chairman of Po Leung Kuk, Vice Chairman of Hong Kong Ballet, Honorary
Vice President of the Hong Kong Girl Guides Association, World Fellow of The Duke of Edinburgh’s Award World
Fellowship, Dean’s International Advisory Committee Member of Joseph L. Rotman School of Management —
University of Toronto, Member of Advisory Council of the Canadian International School of Hong Kong and
Director of The Hong Kong Tianjin Education Foundation Limited.

Ms. Ho holds a Master of business administration degree in finance from the University of Toronto, Canada and
a Bachelor’s degree in marketing from the University of Southern California, U.S.A.
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EXECUTIVE DIRECTORS (Continued)

Mr. Fok Tsun Ting, Timothy, aged 74, was appointed as an Executive Director of the Company in 2010, and
was appointed as a member of the Cotai Project Committee of the Board in 2015. He was appointed as a
Co-Chairman of the Company in June 2018, and was appointed as a member of the Executive Committee of the
Board in July 2018. Mr. Fok has been a director of SIM since 2014.

Mr. Fok is the chairman of Fok Ying Tung Group, the chairman of Fok Ying Tung Foundation and a member of
the Trust Committee of Henry Fok Foundation, a charitable foundation established in Macau which is a
shareholder of STDM. He is an honorary member of the International Olympic Committee, a vice-president — East
Asia of the Olympic Council of Asia, the president of the Sports Federation and Olympic Committee of Hong
Kong, China and the president of the Hong Kong Football Association. Mr. Fok was a member of the 8th, 9th,
10th, 11th and 12th National Committee of Chinese People’s Political Consultative Conference (“CPPCC") and a
vice-chairman of the Committee of Education, Science, Culture, Health and Sports of CPPCC. He was elected as
a member of the Legislative Council of Hong Kong, representing the Sports, Performing Arts, Culture and
Publication functional constituency from 1998 to 2012.

Mr. Fok was appointed as a Justice of the Peace by the Hong Kong Special Administrative Region (“Hong Kong
SAR") Government in 1998, and was awarded the Gold Bauhinia Star Medal and the Silver Bauhinia Star Medal
by the Hong Kong SAR Government in 2004 and 1999 respectively. He was awarded the Olympic Order in Silver
by International Olympic Committee in October 2018.

Mr. Fok was educated at the University of Southern California, U.S.A. He is a fellow member of The Hong Kong
Institute of Directors.
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EXECUTIVE DIRECTORS (Continued)

Deputada Leong On Kei, Angela, aged 58, has been an Executive Director of the Company since 2007. She
was appointed as a Co-Chairman of the Company in June 2018. Deputada Leong has been a member of the
Remuneration Committee and the Nomination Committee of the Board since 2008, a member of the Executive
Committee of the Board since 2009, and a member of Cotai Project Committee of the Board since 2015. She
has been the Chairman of the Staff Welfare Consultative Committee of SIM since 2005, a director of SIM since
2007, the Managing Director of SJM in 2010, and Chief Administrative Officer of SIM since 2014. Deputada
Leong is also a director of a number of principal subsidiaries of the Company. She has been a director of STDM
since 2005 and a shareholder of STDM.

Deputada Leong is actively involved in public and community services in China, Hong Kong and Macau. She is a
Standing Committee member of the Jiangxi Provincial Committee of CPPCC, a vice-chairman of Jiangxi
Federation of Returned Overseas Chinese, Honorary Citizen of Jinggangshan, Jiangxi Province, Honorary
President of Jinggangshan Cadre Training Academy, Jiangxi Province and Honorary Princiapl of Jinggangshan
Experimental Primary School, Jiangxi Province. In 2005, 2009, 2013 and 2017, respectively, Deputada Leong was
elected a member of the 3rd, 4th, 5th and 6th Legislative Assemblies of the Macau Special Administrative Region
("Macau SAR") and the chairman of the 6th Administrative Council of the Legislative Assemblies of Macau SAR.
She is a member of the 2nd, 3rd and 4th Elective Committee of Chief Executive of Macau SAR, and was
appointed as a member of the 5th Elective Committee of Chief Executive of Macau SAR in June 2019. She is an
elective committee member of the 10th, 11th, 12th and 13th National People’s Congress of Macau SAR, China.
She is @ member of Tourism Development Committee of Macau SAR since 2018.

Deputada Leong is currently a consultant of Macao Basic Law Promotion Association, a member of the Board of
Trustee of Macao Foundation, the president of the General Association of Administrators and Promoters for
Macau Gaming Industry, a vice-president of the board of Supervisors of The Macao Chamber of Commerce, a
honorary consultant of The Women'’s General Association of Macau, the president of Macau Social Services
Centre, a vice-president of Federation of Macau China Sport General Associations, the president of Macau Dance
Sport Federation, a director of Stanley Ho Astronautics Training Foundation and a member of Advisory
Committee of Kiang Wu Nursing College of Macau. She was a Standing Committee member of Zhuhai
Municipal Committee of CPPCC until December 2016 and a member of the Cultural Industries Committee of
Macau SAR from 2010 to 2016. Deputada Leong was a director of Po Leung Kuk from 2005 to 2015, a vice-
chairman of Po Leung Kuk from 2011 to 2014, the chairman of Po Leung Kuk from 2014 to 2015 and a member
of Advisory Board of Po Leung Kuk from 2015 to 2016.

Deputada Leong was awarded the Medal of Merit — Industry and Commerce by the Macau SAR Government in
2009. She was awarded the Business Awards of Macau — Award of Female Entrepreneur in 2013 and the Bronze

Bauhinia Star by Hong Kong SAR Government in 2015.

Deputada Leong is a fellow member of The Hong Kong Institute of Directors.
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EXECUTIVE DIRECTORS (Continued)

Dr. So Shu Fai, aged 68, was appointed a director of the Company in 2006. He is currently the Chief Executive
Officer and an Executive Director of the Company, and was appointed as the Vice-Chairman of the Company in
June 2018. Dr. So is responsible for execution of the Company’s strategy and the overall management of the
Company’s business. He was the Chairman of the Executive Committee of the Board from 2009 to July 2018
and thereafter a member of the said committee. Dr. So was the Chairman of the Remuneration Committee and
the Nomination Committee of the Board from 2008 to 2012 and thereafter a member of the said committees.
He was appointed as a member of the Cotai Project Committee of the Board in 2015. Dr. So has been a director
of SJIM and a member of the senior management of SIM since 2002. He was elected as the chairman of the
board of directors of SIM from 2013 to March 2019. Dr. So is a director of a number of principal subsidiaries, an
associate and a joint venture of the Company. He joined STDM in 1976 and has over 40 years of experience in
the casino business.

Dr. So is an executive director of China Merchants Land Limited, a company listed on HKSE Main Board. He is
also a director of Estoril-Sol, SGPS, S.A. which is listed on Euronext Lisbon. Dr. So is the chairman of the board of
directors of MACAUPORT - Sociedade de Administracao de Portos, S.A. (“MACAUPORT") and was appointed as
a member of the Executive Committee of MACAUPORT in March 2019.

Dr. So is presently the Honorary Consul of the Republic of Portugal in Hong Kong SAR and a consultant of the
Economic Development Council of the Macau SAR Government. He is the president of Clube Militar de Macau, a
member of the board of directors of The University of Hong Kong Foundation for Educational Development and
Research, as well as a committee member of the 10th National Committee of the China Federation of Literary
and Art Circles. Dr. So was a member of the 9th, 10th, 11th and 12th National Committee of CPPCC and a
member of the Committee of Foreign Affairs of the National Committee of the CPPCC.

Dr. So was awarded the Honorary University Fellowship by The University of Hong Kong in 2005, the Medal of
Merit — Culture by the Macau SAR Government in 2009 and the Doctor of Social Sciences honoris causa by the
University of Macau in 2012. He was conferred as Comendador da Ordem do Mérito by the Portuguese
Government in 2014. Dr. So was awarded the Honorary Fellowship by HKU SPACE in 2019.

Dr. So graduated with a Bachelor of Science degree from The University of Hong Kong in 1973, and received a
doctoral degree in Management Studies from IMC/Southern Cross University, Australia in 2001. Dr. So is a
Chartered Secretary and a Chartered Governance Professional and a fellow member of The Hong Kong Institute
of Chartered Secretaries and The Chartered Governance Institute (formerly known as “The Institute of Chartered
Secretaries and Administrators”) in the United Kingdom. He is a fellow member of The Hong Kong Institute
of Directors.
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EXECUTIVE DIRECTORS (Continued)

Mr. Ng Chi Sing, aged 68, was appointed a director of the Company in 2006 and is currently the Chief
Operating Officer and an Executive Director of the Company. He has been a member of the Executive Committee
of the Board since 2009. Mr. Ng has been the Chief Operating Officer of SIM since 2002. He is responsible for
overseeing SJM's operations. Mr. Ng was a director of SJM from 2002 to March 2019.

Mr. Ng joined STDM in 1978 and has 41 years of experience in the casino business. He served as the deputy
general manager for Casino Administration and Operations of STDM from 1999 to 2002. Mr. Ng was a Standing
Committee member of the 12th Shanghai Municipal Committee of CPPCC until January 2018.

Mr. Ng was awarded as Chevalier dans I'Ordre National du Mérite by the French Government in 2015.

Mr. Ng holds a Bachelor's degree from The University of Hong Kong and a Master of Management Studies
degree from Asia International Open University (Macau). He is a fellow member of The Hong Kong Institute
of Directors.

Dr. Chan Un Chan, aged 65, was elected as Executive Director of the Company in June 2018. She has been a
director of SIM since 2009. Dr. Chan is a director and a shareholder of STDM. She is the chairman of UNIR (HK)
Management Limited, the executive director of Tagus Properties Limited, a director of Hung Choi Land
Development Co, Limited, UNIR HOTEL PTY LTD and Wei Hang Shipyard (Zhong Shan) Co., Limited.

Dr. Chan actively involves in the charitable and community services in China, Hong Kong and Macau. She is the
Vice-Chairman of Beijing Chinese Overseas Friendship Association, Honorary Director of Beijing Xiaoxing Ballet
Art Development Foundation, Honorary Director of Guangdong Women and Children’s Foundation, Hon.
Vice-President of Hong Kong Anti-Cancer Society, Permanent Director of Hong Kong Art Craft Merchants
Association Limited, Life Patron of Hong Kong Ballet Group and Vice-Presidente da Assembleia Geral of Obra
Das Maes, Macau. Dr. Chan was a director of Tung Wah Group of Hospitals from 2006 to 2008, a vice-chairman
of Tung Wah Group of Hospitals from 2008 to 2013 and the chairman of Tung Wah Group of Hospitals from
2013 to 2014, a member of Fundraising Committee 2003 of End Child Sexual Abuse Foundation, and a sponsor
of Mobile Classroom of End Child Sexual Abuse Foundation. She was a member of the 11th Guangdong
Provincial Committee of CPPCC.

Dr. Chan was awarded the China Children Philanthropists by China Children and Teenagers’ Fund in 2008, the
World Outstanding Chinese Award by United World Chinese Association in 2008, the Star of Charity by
Guangdong Women and Children’s Foundation in 2012 and the Bronze Bauhinia Star by the Hong Kong SAR
Government in 2014.

Dr. Chan was conferred with Honorary Doctor of Commerce from The University of West Alabama, U.S.A. in

2008, Honorary Doctorate in Management from Lincoln University, U.S.A. in 2009 and Honorary Fellowship
Award from Canadian Chartered Institute of Business Administration in 2009.

SJM Holdings Limited Annual Report 2019
















































































































































































































































































































































































































































176

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

9.

10.

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continued)

Executive directors are also senior management of the Group.

The executive directors’ emoluments shown above were for their services in connection with the
management of the affairs of the Company and the Group.

The non-executive director’s and independent non-executive directors’ emoluments shown above were for
their services as directors of the Company.

The five highest paid individuals of the Group for the year ended 31 December 2019 included four (2018:
five) directors of the Company, whose emoluments are disclosed above and the remaining one (2018: nil) is
an employee of the Group, details of whose emolument are as follows:

2019 2018
HK$ million HK$ million

Employee:
salaries and allowances 14.9 —

No emoluments were paid by the Group to the directors and the five highest paid individuals (including
directors and employees) as an inducement to join or upon joining the Group or as compensation for loss
of office in both years. None of the directors and the five highest paid individuals has waived any
emoluments during both years.

TAXATION

2019 2018
HK$ million HK$ million

Macau SAR Complementary Tax (“CT"):

current tax 61.5 54.6
underprovision in prior year 1.1 0.1
62.6 54.7

Deferred taxation credit (note 30) (11.0) (27.3)
51.6 27.4

No provision for CT on gaming related income is made for a subsidiary of the Company, SJM. Pursuant to
the approval notice issued by the Macau SAR government dated 27 September 2016, SIM has been
exempted from CT for income generated from gaming operations for the period from 1 January 2017 to
31 March 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

10. TAXATION (Continued)

In addition, pursuant to the approval letter dated 27 February 2018 issued by the Financial Services Bureau
of the Macau SAR government on dividend distributed by SIM (the “Special Complementary Tax") for the
period from 1 January 2017 to 31 March 2020, SIM's shareholders were obligated to pay the Special
Complementary Tax of Macau Pataca (“MOP") 23.2 million (equivalent to HK$22.5 million) for each of the
years ended 31 December 2017 to 2019 and MOP5.8 million (equivalent to HK$5.6 million) for the three
months ending 31 March 2020.

Regarding the other Macau SAR subsidiaries, CT is calculated at the CT rate of 12% on the estimated
assessable profit for both years.

No provision for taxation in other jurisdictions (including Hong Kong) is made as the Group’s operations
outside Macau SAR have no assessable taxable profit arising from the respective jurisdictions.

Tax charge for the year is reconciled to profit before taxation as follows:

2019 2018
HK$ million HK$ million

Profit before taxation 3,369.1 2,939.6
Tax at the applicable income tax rate of 12% 404.3 352.7
Effect of tax exemption granted to the Group (425.6) (409.3)
Effect of share of results of an associate and a joint venture (2.3) (1.9)
Effect of income not taxable for tax purpose (16.3) (25.4)
Effect of expenses not deductible for tax purpose 23.7 48.3
Effect of tax losses not recognised 123.7 96.0
Effect of deductible temporary difference not recognised (72.2) (55.6)
Underprovision in respect of prior year 1.1 0.1
Utilisation of deductible temporary difference previously not recognised (6.0) —
Utilisation of tax losses previously not recognised (1.3) —
Special Complementary Tax 22.5 22.5
Tax charge for the year 51.6 27.4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

11. DIVIDENDS

2019 2018
HKS$ million HK$ million

Interim dividend per ordinary share paid:
HK8 cents for 2019 453.1 —
HKS8 cents for 2018 — 4527

Final dividend per ordinary share paid:

HK21 cents for 2018 1,189.5 —
HK15 cents for 2017 — 848.8
1,642.6 1,301.5

A final dividend of HK22 cents per ordinary share, totalling HK$1,246.8 million, is proposed by the directors
of the Company at a board meeting held on 16 March 2020, which is subject to approval by the
shareholders of the Company in the forthcoming annual general meeting and is calculated on the basis of

5,667,369,293 ordinary shares in issue at the date of this report.

12. EARNINGS PER SHARE

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

based on the following data:

Earnings
2019 2018
HK$ million HK$ million
Earnings for the purposes of basic and diluted earnings per share
(profit for the year attributable to owners of the Company) 3,207.3 2,850.1
Number of shares
2019 2018
Weighted average number of ordinary shares for the purpose of
basic earnings per share 5,663,681,403 5,658,874,526
Effect of dilutive potential ordinary shares on share options 1,772,634 4,128,152
Weighted average number of ordinary shares for the purpose of
diluted earnings per share 5,665,454,037 5,663,002,678
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

13. PROPERTY AND EQUIPMENT

Leasehold Furniture,
land and fixtures and Gaming Leasehold Motor Construction
buildings Chips equipment equipment improvements vehicles  Vessels in progress Total
HK$ million HK$ million  HK$ million  HK$ million HKS$ million HK$ million HKS$ million ~ HK$ million HK$ million
CoSsT
At 1 January 2018 4,942.7 459.1 6,859.8 610.9 4,185.2 483 286.1 18,1716  35,563.7
Additions 0.8 1.2 98.7 404 56.3 47 = 6,647.4 6,849.5
Disposals/write-off — — (48.5) (69.9) (4.4) 0.2) — — (123.0)
Transfers — — 289 — 16.1 — — (45.0) —
At 31 December 2018 4,943.5 460.3 6,938.9 581.4 4,253.2 52.8 286.1 24,7740  42,290.2
Additions 739.0 0.3 173.4 38.8 29.4 8.2 — 4,633.7 5,622.8
Disposals/write-off — — (157.8) (77.7) (23.2) (5.6) — - (264.3)
At 31 December 2019 5,682.5 460.6 6,954.5 542.5 4,259.4 55.4 286.1 29,407.7 47,648.7
DEPRECIATION AND IMPAIRMENT
At 1 January 2018 2,2129 457.6 4,889.9 446.2 2,764.3 36.3 66.1 — 10,8733
Provided for the year 236.0 1.7 548.9 80.0 279.0 5.4 13.2 — 1,164.2
Impairment loss reversed in
profit or loss — — (0.6) — — — — (5.4)
Eliminated on disposals/write-off — — (47.1) (69.2) 0.2) — — (120.5)
At 31 December 2018 2,448.9 459.3 5,391.1 457.0 3,034.5 41.5 79.3 — 11,9116
Provided for the year 68.8 0.5 529.5 68.8 1511 5.0 13.1 — 836.8
Eliminated on disposals/write-off — — (154.5) (77.4) (22.8) (4.8) — — (259.5)
At 31 December 2019 2,517.7 459.8 5,766.1 448.4 3,162.8 4.7 92.4 — 12,4889
CARRYING VALUES
At 31 December 2019 3,164.8 0.8 1,188.4 94.1 1,096.6 13.7 193.7 29,407.7  35,159.8
At 31 December 2018 2,494.6 1.0 1,547.8 124.4 1,218.7 113 206.8 24,774.0 30,3786

SJM Holdings Limited Annual Report 2019

179



180

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

13. PROPERTY AND EQUIPMENT (Continued)

At 31 December 2019, pursuant to the gaming concession held by the Group, certain of the Group's
property and equipment with an aggregate carrying value of HK$1,119.7 million (2018: HK$1,494.8 million)
in respect of the Group’s gaming business have to be returned to the Macau SAR government upon
completion of the term of the concession in 2022 (2018: 2020).

At 31 December 2019, the carrying values of the construction in progress of HK$29,407.7 million (2018:
HK$24,774.0 million) represented the construction in progress of development and operation of a casino,
hotel and entertainment complex on a parcel of land in Macau SAR government (“Grand Lisboa
Palace Project”).

Other staff costs of HK$499.2 million (2018: HK$355.8 million), operating lease rentals in respect of rented
premises of HK$11.3 million (2018: HK$17.4 million), depreciation expenses of right-of-use assets of
HK$52.7 million (2018: operating lease rentals in respect of land use rights of HK$92.1 million),
depreciation expenses of property and equipment of HK$9.2 million (2018: HK$1.4 million) and interest
expenses of HK$614.2 million (2018: HK$463.6 million) have been capitalised in construction in progress
for the year ended 31 December 2019.
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For the year ended 31 December 2019

14. RIGHT-OF-USE ASSETS

Leasehold
Leasehold land and Motor
lands buildings vehicles Total

HK$ million HK$ million HK$ million HK$ million

COST

At 1 January 2019 (note 2) 2,685.5 310.0 39.0 3,034.5
Additions — 57.1 53.1 110.2
At 31 December 2019 2,685.5 367.1 92.1 3,144.7
DEPRECIATION

At 1 January 2019 — — — —
Charge for the year 63.4 169.2 47.8 280.4
At 31 December 2019 63.4 169.2 47.8 280.4

CARRYING VALUES
At 31 December 2019 2,622.1 197.9 443 2,864.3

Expense relating to short-term leases and
other leases with lease terms end within
12 months of the date of initial
application of HKFRS 16 208.2

Total cash outflow for leases 474.8

For both years, the Group leases certain leasehold lands, commercial properties, carparks, and motor
vehicles for its operations. Lease contract are entered into for fixed term from 1 to 25 years. Certain leases
of leasehold lands in Macau SAR are negotiated for an initial term of 25 years with extension options
exercisable by the Group.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. In determining the lease term and assessing the length of the non-cancellable period, the Group
applies the definition of a contract and determines the period for which the contract is enforceable.

In addition, the Group owns casino and commercial properties. The Group is the registered owner of these
property interests, including the underlying leasehold lands. Lump sum payments were made upfront to
acquire these property interests. The leasehold land components of these owned properties are not
presented separately as the payments made cannot be allocated reliably.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

15.

16.

17.

INTANGIBLE ASSET

During the year, the Group accepted a gaming concession extension contract with Macau SAR government
in respect of the gaming concession of SIM, which was originally due to expire on 31 March 2020, for a
further period up to 26 June 2022. The cost of extension premium for the gaming concession contract of
MOP200.0 million (equivalent to HK$194.2 million) and related costs will be amortised on a straight line
basis over the extended term of the gaming concession starting from 1 April 2020.

LAND USE RIGHTS

2018
HK$ million

CARRYING VALUE
At 1 January 2,396.8
Released to profit or loss during the year (42.8)
Released and capitalised to construction in progress during the year (90.0)
At 31 December 2,264.0

The amounts represent prepayment of rentals for land use rights situated in Macau SAR.

Such land use rights were reclassified as right-of-use assets upon the initial application of HKFRS 16 (note 2).

ART WORKS AND DIAMONDS

The amounts represent the aggregate cost of art works and diamonds held by the Group. In the opinion of
the directors of the Company, the recoverable amounts of the art works and diamonds are at least their
carrying amounts at the end of both reporting periods.
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For the year ended 31 December 2019

18. INTEREST IN AN ASSOCIATE

2019 2018

HK$ million HK$ million

Cost of unlisted investment 25.0 25.0
Discount on acquisition 6.8 6.8
Share of post-acquisition profits 304.6 274.7
336.4 306.5

The cost of investment in an associate represents the Group’s 49% quota capital in an entity, Zhen Hwa
Harbour Construction Company Limited, which is established in Macau SAR and engaged in the provision

of construction services in Macau SAR and investment holding business.

The associate is accounted for using the equity method in the consolidated financial statements.

Summarised financial information in respect of the Group’s associate is set out below. The summarised
financial information below represents amounts shown in the associate’s financial statements prepared in

accordance with HKFRSs.

2019 2018

HKS$ million HK$ million

Current assets 1,402.6 1,420.0

Non-current assets 104.5 98.6

Current liabilities (1,377.5) (1,480.2)

Revenue 867.6 865.8

Profit for the year 90.4 71.9
The unrecognised share of results of an associate*:

2019 2018

HKS$ million HK$ million

At 1 January 578.7 551.2

Unrecognised share of results for the year (29.3) 27.5

At 31 December 549.4 578.7

* The Group’s share of accumulated losses on a construction project is limited to a fixed amount of HK$97.1 million as agreed

with the holding company of the associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

18. INTEREST IN AN ASSOCIATE (Continued)

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

Reconciliation of interest in an associate

2019 2018
HK$ million HK$ million
Net assets of an associate 129.6 38.4
Unrecognised share of loss of an associate 549.4 578.7
Adjusted net assets of an associate 679.0 617.1
Proportion of the Group’s ownership interest in an associate 49% 49%
332.7 302.4
Effect of fair value adjustments at acquisition 3.7 4.1
Carrying amount of the Group'’s interest in an associate 336.4 306.5
Reconciliation of share of profits of an associate
2019 2018
HK$ million HK$ million
Results for the year of an associate 90.4 71.9
Unrecognised share of results for the year (29.3) 27.5
Unrealised profits for the year (37.0) (81.2)
Adjusted profits for the year of an associate 24.1 18.2
Proportion of the Group’s ownership interest in an associate 49% 49%
Share of profits of an associate 11.8 8.9
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For the year ended 31 December 2019

19. INTEREST IN A JOINT VENTURE

2019 2018

HKS million HK$ million

Cost of unlisted investment 39.7 39.7
Share of post-acquisition profits 95.3 88.0
135.0 127.7

The cost of investment in a joint venture represents the Group’'s 49% quota capital in an entity, Chong
Fung Real Estate Investment Limited, which is established in Macau SAR and engaged in property

investment business in Macau SAR.

According to the legal form and terms of the contractual arrangements, each of the two joint venturers
that have joint control of the arrangement have rights to the net assets of the arrangement, hence it is

regarded as a joint venture.

At the end of the reporting period, included in the cost of investment is goodwill of HK$34.3 million

(2018: HK$34.3 million) arising on acquisition of the joint venture.

The joint venture is accounted for using the equity method in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

19. INTEREST IN A JOINT VENTURE (Continued)

Summarised financial information in respect of the Group'’s joint venture is set out below. The summarised
financial information below represents amounts shown in the joint venture’s financial statements prepared

in accordance with HKFRSs.

2019 2018
HK$ million HK$ million
Current assets 211.5 195.6
Non-current assets 26.2 27.1
Current liabilities (32.1) (32.1)
Revenue 14.4 14.4
Profit for the year 15.0 13.5
The above profit for the year includes the following:
Depreciation 0.9 0.9
Interest income 4.4 3.1

Reconciliation of the above summarised financial information to the carrying amount of the interest in a

joint venture recognised in the consolidated financial statements:

2019 2018

HK$ million HK$ million

Net assets of a joint venture 205.6 190.6
Proportion of the Group’s ownership interest in a joint venture 49% 49%
100.7 93.4

Goodwill 34.3 34.3
Carrying amount of the Group'’s interest in a joint venture 135.0 127.7
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For the year ended 31 December 2019

20. INVESTMENTS IN EQUITY INSTRUMENTS AT FAIR VALUE THROUGH OTHER

21.

COMPREHENSIVE INCOME

At 31 December 2019, the amounts comprise equity shares listed in Hong Kong of HK$296.5 million
(2018: HK$352.3 million) and unlisted equity shares in a private entity established in the British Virgin
Islands of HK$571.6 million (2018: HK$564.0 million) that are carried at fair value. These investments are
not held for trading, instead, they are held for long-term strategic purposes. The management has elected
to designate these investments in equity instruments as at FVTOCI as they believe that recognising short-
term fluctuations in these investments’ fair value in profit or loss would not be consistent with the Group's
strategy of holding these investments for long-term purposes and realising their performance potential in
the long run.

OTHER ASSETS
2019 2018
HK$ million HK$ million
Deposits made on acquisitions of property and equipment 691.5 723.3
Rental deposits (note 23) 5.5 252
Other receivables from gaming promoters and service providers (note 23) — 4459
Amount due from an associate 88.4 88.4
Amount due from a joint venture 14.4 14.4
Amount due from an investee company 41.0 49.0

840.8 1,346.2

The amounts due from an associate/a joint venture/an investee company and other receivables from gaming
promoters and service providers are unsecured, interest-free and have no fixed repayment terms. The
management of the Group expects that these amounts will not be realised within 12 months from the end
of the reporting period, hence, these amounts are classified as non-current assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

22. PLEDGED BANK DEPOSITS

2019 2018
HK$ million HK$ million
Non-current portion
Bank deposit pledged:
to secure a bank facility (Note (a)) — 145.6
Current portion
Bank deposits pledged:
to secure a bank facility (Note (a)) 145.6 —
to secure a bank facility (Note (b)) 873.8 —
others 1.3 1.3
1,020.7 1.3
Notes:

(@)  The amount represents a deposit pledged to secure the bank facility granted to a subsidiary of the Company. The bank facility
represents a guarantee amounting to HK$291.3 million from 1 April 2007 to 180 days after 31 March 2020, which is in favour
of the Macau SAR government against the legal and contractual financial obligations of SIM under the gaming concession

contract.

(b)  The amount represents a temporary deposit pledged to secure a bank facility granted to SIM for the period from 27 May 2019
to 27 March 2020. The banking facility represents a guarantee amounting to MOP3,500 million (equivalent to
HK$3,398.1 million) which is in favour of the Macau SAR government against obligations that would arise to SIM as an
employer in connection with the termination of employment agreements potentially caused by expiration of the gaming

concession contract.

At 31 December 2019, the pledged bank deposits carry fixed interest rates ranging from 2.20% to 2.40%

(2018: 1.00% to 1.75%) per annum.

Details of impairment assessment of pledged bank deposits for the year ended 31 December 2019 are set

out in note 39.
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For the year ended 31 December 2019

23. TRADE AND OTHER RECEIVABLES

2019 2018
HKS million HK$ million

Advances to gaming promoters, net 189.6 2104
Other receivables from gaming promoters and service providers, net 625.9 839.1
Prepayments 197.8 291.4
Other sundry receivables 306.3 310.6
Advances to contractors — 668.5
1,319.6 2,320.0
Less: Non-current portion (note 21) (5.5) (471.1)
Current portion 1,314.1 1,848.9

Advances to gaming promoters mainly include pre-approved interest-free revolving credit lines and short-
term temporary interest-free advances. All advances to gaming promoters are unsecured, repayable on
demand at discretion of the Group and generally require cheques and guarantees. At 31 December 2019,
all of the advances to gaming promoters (net of allowances) are neither past due nor impaired.

Advances are only granted to gaming promoters with good credit histories and financial track records. With
the consent of gaming promoters, the Group can offset the advances against commission payables to or
deposits from relevant gaming promoters. In the event that a gaming promoter fails to repay, the Group
has the right, pursuant to the relevant gaming promoter agreement, to offset or withhold the commission
payable and other payables to that gaming promoter, realise cheques and execute guarantees.

Other receivables from gaming promoters and service providers represent certain costs to be reimbursed
from gaming promoters and service providers. With the consent of gaming promoters and service providers,
the Group can offset the outstanding balances against commission and service fee payables to or deposits
from relevant gaming promoters and service providers. In the event that a gaming promoter or service
provider fails to repay, the Group has the right, pursuant to the relevant gaming promoter agreement or
service provider agreement, to offset or withhold the payables to that gaming promoter or service provider,
realise cheques and execute guarantees, if any.

At 31 December 2019, the management expects that rental deposits of HK$5.5 million (2018:
HK$25.2 million) will not be realised or released within 12 months from the end of the reporting period.
Hence, such amounts are classified as non-current assets.

At 31 December 2018, the management expected that other receivables from gaming promoters and

service providers of HK$445.9 million would not be realised or released within 12 months from the end of
the reporting period (2019: nil). Hence, such amounts were classified as non-current assets.
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23. TRADE AND OTHER RECEIVABLES (Continued)

The following is the aged analysis of advances to gaming promoters at the end of the reporting period
based on the date of credit granted:

2019 2018
HK$ million HK$ million

Age
0 to 30 days 189.6 2104

Details of impairment assessment of trade and other receivables for the year ended 31 December 2019 are
set out in note 39.

At 31 December 2018, advances to contractors represented construction costs of Grand Lisboa Palace
Project advanced to contractors. The amounts were unsecured, interest-free and the management expected
the amounts would be realised within 12 months from the end of the reporting period. Hence, such
amounts were classified as current assets.

Other sundry receivables mainly include deposits paid for rentals and operating supplies, interest receivables
and credit card receivables.

Prepayments and other sundry receivables of the Group which included certain balances between the
Group and related companies are detailed as follows:

2019 2018
HK$ million HK$ million

STDM and its associates (as defined under Chapter 14A of

the Listing Rules), excluding the Group 294 237.7
An associate of the Group 7.8 5.2
Entities in which STDM, certain directors of the Company and

of its subsidiaries and/or their close family members

have control/significant influence/beneficial interests 164.2 150.9

201.4 393.8

24. SHORT-TERM BANK DEPOSITS/BANK BALANCES AND CASH

At 31 December 2019, the short-term bank deposits carry fixed interest rates ranging from 1.45% to 3.00%
(2018: 1.00% to 3.00%) per annum with original maturity ranging over 3 months to 6 months
(2018: 3 months to 6 months) and are classified as current assets since their remaining maturity is within
12 months from the end of the reporting period.

At 31 December 2019, bank balances carry effective interest rates ranging from 0.13% to 2.90%
(2018: 0.13% to 2.55%) per annum.
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For the year ended 31 December 2019

25. TRADE AND OTHER PAYABLES

2019 2018
HK$ million HK$ million
Trade payables 1,047.2 1,389.1
Special gaming tax payable 1,209.6 1,451.2
Chips in circulation 5,062.4 4,480.7
Chips in custody and deposits received from gaming patrons and
gaming promoters 520.3 597.9
Payables for acquisition of property and equipment 38.0 38.0
Construction payables 1,670.2 2,550.0
Accrued staff costs 1,706.9 1,678.9
Accrued operating expenses 191.2 171.1
Withholding tax payable for gaming promoters and employees 24.9 21.1
Other sundry payables and accruals 573.6 462.5
12,044.3 12,840.5
Less: Non-current portion — (882.9)
Current portion 12,044.3 11,957.6

The following is the aged analysis of trade payables at the end of the reporting period based on the

invoice date:
2019 2018
HK$ million HK$ million

Age

0 to 30 days 1,030.6 1,373.2
31 to 60 days 104 10.4
61 to 90 days 2.0 2.3
Over 90 days 4.2 3.2
1,047.2 1,389.1

The average credit period on trade payables is 90 days. No interest is charged on trade payables. The Group
has financial risk management policies in place to ensure that all payables are settled within the

credit timeframe.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

25. TRADE AND OTHER PAYABLES (Continued)

The Group provides numerous products and services to its customers. There is often a timing difference
between the cash payment by the customers and recognition of revenue for each of the associated
performance obligations. The Group has the following main types of liabilities associated with contracts
with customers including in other sundry payables and accruals: (1) liabilities in relation to loyalty points
under customer relationship programs and (2) other deferred revenue.

The liabilities in relation to loyalty points under customer relationship programs represent a deferral of
revenue for future goods and services to be provided by the Group until gaming patrons redeem points
earned. The loyalty points are expected to be redeemed and recognised as revenue within one year of
being earned.

The other deferred revenue represents accrued goods or services provided on a complimentary basis to
gaming patrons and gaming promoters for future goods and services provided by the Group. The majority
of these goods or services are expected to be recognised as revenue within one year of being granted.

The following table summarises the liability activity related to contracts with customers:

Liabilities in relation to
loyalty points under
customer relationship
programs Other deferred revenue

2019 2018 2019 2018
HKS$ million HK$ million  HK$ million HK$ million

Balance at 1 January 21.8 26.7 6.4 6.4
Balance at 31 December 21.3 21.8 5.3 6.4
Decrease (0.5) (4.9) (1.1) —

Trade and other payables of the Group included certain balances between the Group and related
companies are detailed as follows:

2019 2018
HK$ million HK$ million

STDM and its associates (as defined under Chapter 14A of

the Listing Rules), excluding the Group 66.1 77.5
An associate of the Group 153.5 167.8
Entities in which STDM, certain directors of the Company and

of its subsidiaries and/or their close family members

have control/significant influence/beneficial interests 282.2 341.3

501.8 586.6
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26.

27.

FINANCIAL GUARANTEE OBLIGATIONS

The fair value of financial guarantee obligations set out in note 42 in respect of an investee company and
an associate at initial recognition is insignificant. No provision for financial guarantee contracts has been

made at 31 December 2019 and 31 December 2018 as the default risk is low.

LONG-TERM BANK LOANS

2019 2018
HK$ million HK$ million

The syndicated secured long-term bank loans are repayable:
Within one year 217.0 200.0
Within a period of more than one year but not more than two years 5,060.5 2,451.5
Within a period of more than two years but not more than five years 10,003.2 12,793.3
15,280.7 15,444.8
Less: Amounts due within one year shown under current liabilities (217.0) (200.0)
Amounts shown under non-current liabilities 15,063.7 15,244.8

Variable-rate bank loans comprise:

Carrying amounts

2019 2018
HK$ million HK$ million
Secured bank loans for Grand Lisboa Palace Project (“GLP Bank Loans”)
HK$ bank loan at 3-months
Hong Kong Interbank Offered Rate
("HIBOR") + 1.50% per annum (2018: HIBOR + 1.50% per annum) 12,478.9 12,4491
United State dollars (“US$") bank loan at 3-months
London Interbank Offered Rate
(“LIBOR") + 1.50% per annum (2018: LIBOR + 1.50% per annum) 1,220.5 1,217.6
MOP bank loan at 3-months
Macau Interbank Offered Rate
("MAIBOR"”) + 1.50% per annum (2018: MAIBOR + 1.50% per annum) 1,346.3 1,343.1
15,045.7 15,009.8
Secured bank loans for Ponte 16 (“P16 Bank Loans")
HK$ bank loan at 3-months HIBOR + 2.13% per annum
(2018: HIBOR + 2.13% per annum) 235.0 435.0
Total bank loans 15,280.7 15,4448
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27. LONG-TERM BANK LOANS (Continued)

GLP Bank Loans

During the year ended 31 December 2019, the Group recorded a loss of HK$9.8 million
(2018:HK$12.9 million) on modification of the GLP Bank Loans facilities because of entering into an
agreement to modify certain financial covenants and repayment schedule of the GLP Bank Loans facilities.

At 31 December 2019, the range of effective interest rates of the secured bank loans is 3.41% to 3.87%
(2018: 3.89% to 4.32%) per annum. The purpose of the secured syndicated loan facilities is for financing
the Grand Lisboa Palace Project.

At 31 December 2019, the GLP Bank Loans are secured by certain property and equipment and right-of-use
assets (2018: certain property and equipment and land use rights) of the Group with carrying values of
HK$31,436.0 million (2018: HK$27,215.9 million) and HK$1,827.0 million (2018: HK$1,740.3 million)
respectively. In addition, the other key terms and securities for such long-term bank loans pledged are set
out as follows:

(i) an assignment of all material project documents, receivables and related receivables generated from
gaming and hotel operation of SJM and its certain subsidiaries, if default;

(i) floating charges over all assets (except immovable property) and legal charges over certain bank
accounts of SIM and its certain subsidiaries;

(i) an unconditional and irrevocable funding and completion undertaking for the Grand Lisboa
Palace Project;

(iv) assignments of all the rights and benefits of insurance and reinsurance policies and construction
contracts relating to certain properties held by the Group, if default;

(v) share pledges over the shares of certain subsidiaries; and

(vi) a legal promissory note (i.e. notarised livranca) for HK$27,500 million (2018: HK$27,500 million)
issued by SIM and endorsed by the Company and certain subsidiaries of SIM.

P16 Bank Loans

At 31 December 2019, the effective interest rates of the secured bank loans are 4.48% (2018: 4.45%) per
annum. The main purpose of the loans is to finance the payment of the land premium and the related cost
for any land concession modification in respect of the phase 3 development project at Ponte 16 and settle
certain loans from non-controlling shareholders.
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27.

28.

LONG-TERM BANK LOANS (Continued)

P16 Bank Loans (Continued)

At 31 December 2019, the P16 Bank Loans are secured by certain property and equipment and right-of-use
assets (2018: certain property and equipment and land use rights) of the Group with carrying values of
HK$464.5 million (2018: HK$503.1 million) and HK$59.8 million (2018: HK$56.6 million), respectively. In
addition, the other key terms and securities for such long-term bank loans pledged are set out as follows:

(i)  financial guarantees with promissory notes given by certain subsidiaries and the non-controlling
shareholders amounting to approximately HK$1,000 million (2018: HK$1,000 million) and

HK$490 million (2018: HK$490 million), respectively;

(i) an assignment of all receivables and income from gaming and hotel operation of Pier 16 — Property

Development Limited (“Pier 16 — Property”) and its subsidiaries, if default;

(iii)  floating charges over all assets (except immovable property) and legal charges over certain bank

accounts of certain subsidiaries;

(iv) assignments of all the rights and benefits of insurance policies relating to certain properties held by

the Group, if default; and

(v)  share pledges over the shares of certain subsidiaries.

LEASE LIABILITIES

2019
HK$ million

Lease liabilities payable:
Within one year 177.6
Within a period of more than one year but not more than two years 35.2
Within a period of more than two years but not more than five years 35.1
Within a period of more than five years 477.4

725.3
Less: Amount due for settlement with 12 months shown under current liabilities (177.6)
Amount due for settlement after 12 months shown under non-current liabilities 547.7
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28.

29.

LEASE LIABILITIES (Continued)

Restrictions or covenants on leases

Lease liabilities of HK$725.3 million are recognised with related right-of-use assets of HK$2,864.3 million as
at 31 December 2019. The lease agreements do not impose any covenants other than the security interests
in the leased assets that are held by the lessor. The related leased assets may not be used as security for
borrowing purposes.

As at 31 December 2019, the amounts are secured by rental deposits with carrying values of
HK$29.5 million.

AMOUNT DUE TO NON-CONTROLLING INTERESTS OF A SUBSIDIARY

At the end of reporting period, the amount is unsecured, interest-free and to be repaid from surplus funds.
The surplus funds represent the cash available in the relevant subsidiary of the Group after estimated
payments of all operating expenses and payables including but not limited to bank loans and third party
loans which are due for repayments together with the accrued interests.

During the year ended 31 December 2019, imputed interest of HK$7.5 million (2018: HK$7.1 million) on
the amount due to the non-controlling interests of the subsidiary of HK$203.8 million
(2018: HK$287.1 million) has been recognised at a weighted average original interest rate of approximately
2.47% (2018: 2.51%) per annum. At 31 December 2019, the principal amount was HK$219.4 million
(2018: HK$317.4 million).

The relevant bank facilities allow the subsidiary to repay shareholders’ loan, subject to certain terms and
conditions, including certain leverage ratio requirements. On this basis, the Group agreed with the non-
controlling shareholders of that subsidiary on the amounts and timing of the repayment of the amount due
to them, taking into account the estimate of amounts and timing of repayment of bank loans pursuant to
the bank facilities agreement. During the year ended 31 December 2019, these carrying amounts have
been adjusted by HK$7.2 million (2018: nil) because of changes in cash flow estimates, computed based on
the present value of future cash outflows discounted at the original effective interest rate.

At 31 December 2019 and 31 December 2018, the total carrying amounts are classified as
non-current liabilities.
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30. DEFERRED TAXATION

For the purpose of presentation in the consolidated statement of financial position, certain deferred tax
assets and liabilities need to be offset for both years.

The following are the major deferred tax (liabilities) assets recognised and movements thereon during

the year:
Accelerated tax Tax
depreciation losses Total
HK$ million HK$ million HK$ million
At 1 January 2018 (65.3) 15.2 (50.1)
Credit to profit or loss (note 10) 0.9 26.4 27.3
At 31 December 2018 (64.4) 41.6 (22.8)
Credit (charge) to profit or loss (note 10) 18.2 (7.2) 11.0
At 31 December 2019 (46.2) 34.4 (11.8)

At 31 December 2019, the Group has unrecognised tax losses of HK$2,213.2 million (2018: HK$1,452.5 million)
available for offset against future profits. No deferred tax asset has been recognised in respect of these tax
losses due to the unpredictability of future profit streams. These unrecognised tax losses will expire in three
years from the year of assessment.
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31. SHARE CAPITAL

Issued and fully paid

Number

of shares Amount
HK$ million

Ordinary shares with no par value
At 1 January 2018 5,658,129,293 11,241.5
Exercise of share options 1,530,000 12.6
At 31 December 2018 5,659,659,293 11,2541
Exercise of share options 4,710,000 27.3
At 31 December 2019 5,664,369,293 11,281.4

During the year ended 31 December 2019, 4,710,000 (2018: 1,530,000) share options were exercised,
resulting in the issue of 3,450,000, 1,000,000 and 260,000 (2018: 740,000, 500,000 and 290,000)
ordinary shares in the Company at a price of HK$2.82, HK$8.33 and HK$5.03 (2018: HK$2.82, HK$8.33
and HK$9.826) per share respectively.

All the shares issued during the year rank pari passu with the then existing shares in all respects.
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32. SHARE OPTION SCHEME

According to an ordinary resolution passed at the annual general meeting held on 13 May 2009, the
Company adopted a share option scheme (the “Scheme”), which lapsed automatically on 13 May 2019
upon the expiry of 10-year period, for the purpose of providing incentives to participants to contribute to
the Group and/or to enable the Group to recruit high-calibre employees and/or attract human resources
that are valuable to the Group. Under the Scheme, the directors might grant options to any employees,
officers, agents, consultants or representatives of the Company or any subsidiary, including directors of the
Company and any subsidiary (the “Participants”) who, as the directors might determine in their absolute
discretion, are regarded as valuable human resources of the Group. Following the expiry of the Scheme, no
further share options can be granted thereunder but the outstanding share options granted under the
Scheme shall continue to be valid and exercisable.

One-third of the options granted are exercisable for a period of nine years commencing on the date each
falling six months, 1.5 years and 2.5 years after the date of grant. All options granted are expiring on the
last day of the said nine years period; where the acceptance date should not be later than 28 days after the
date of grant. A nominal consideration of HK$1 is payable on acceptance of the grant of options. The
subscription price of the option shares is not less than the higher of (i) the closing price of the shares on the
date of grant; (ii) the average closing price of the shares on the five trading days immediately preceding the
date of grant; and (iii) the nominal value of the shares. The maximum number of shares in respect of which
options may be granted under the Scheme may not exceed in nominal amount of 10% of the issued share
capital of the Company at the date of adoption of the Scheme. However, the total maximum number of
shares which may be issued upon exercise of all outstanding share options must not exceed 30% of the
issued share capital from time to time.

The maximum entitlement of each Participant, excluding substantial shareholders and independent non-
executive directors, in any 12-month period (including the date of grant) is 1% of the number of shares in
issue as at the date of grant. No grant may be made to substantial shareholders and independent non-
executive directors of the Company or their respective associates if such grant would result in the shares
issued and falling to be issued upon the exercise of such options proposed to be granted and all other
options already granted and to be granted (a) representing in aggregate over 0.1% of the number of
shares then in issue; and (b) having an aggregate value, based on the closing price of the shares on each
relevant date on which the grant of such options is made, is in excess of HK$5 million, unless such grant
has first been approved by the independent shareholders in general meeting.

On 21 June 2018, a total of 3,000,000 share options with the estimated fair value of approximately
HK$12.1 million at the date of grant to a director, were granted at an exercise price of HK$10.26 per share
under the terms of the Scheme. Total consideration received from the Participant for taking up the options
granted amounted to HK$1.
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32. SHARE OPTION SCHEME (Continued)

A summary of the movements of the outstanding options during the year ended 31 December 2019 under
the Scheme is as follows:

Number of share options
Exercise
Type of Date Vesting Exercise price  Outstanding  Granted  Exercised Lapsed Outstanding Reclassified Exercised  Lapsed Outstanding
participants of grant period period pershare at1.12018 in2018  in2018  in2018 at31.12.2018 in2019  in2019 in2019 at31.12.2019
HK$

Directors 13.7.2009 13.7.2009t0  13.1.2010to 2.82 3,000,000 — — — 3,000,000 — (3,000,000) - -
12.1.2010 12.1.2019

3182010 31.8.2010t0  28.2.2011to 748 3,000,000 — — — 3,000,000 - — - 3,000,000
27.2.2011 27.2.2020

1732011 17.32011t0  17.9.2011to 12496 4,000,000 — — — 4,000,000  (500,000) - - 3,500,000
16.9.2011 16.9.2020

8102013 810.2013t0  84.2014t0 22 1,000,000 — — — 1,000,000 - — (1,000,000) -
7.4.2014 742023

8.10.2013 8.10.2013t0  84.2015t0 22 1,000,000 — — — 1,000,000 — — (1,000,000) -
7.4.2015 742023

8102013 810.2013t0  84.2016t0 22 1,000,000 — — — 1,000,000 - — (1,000,000) -
7.4.2016 7.4.2023

15.6.2015 15.6.2015t0 15.12.2015t0 9.826 36,002,000 — — — 36,002,000  (167,000) — (1,000,000) 34,835,000
14122015 14.12.2024

15.6.2015  15.6.2015t0 15.12.2016 to 9.826 36,002,000 — — — 36,002,000 (167,000 — (1,000,000) 34,835,000
14122016 14.12.2024

156.2015 15.6.2015t0 15.12.2017 to 9.826 35,996,000 — — — 35,996,000  (166,000) — (1,000,000) 34,830,000
14.12.2017 14.12.2024

2262017  2262017t0 22.12.2017 to 833 1,000,000 —  (500,000) — 500,000 —  (500,000) — -
21.12.2017  21.12.2026

2262017 226.2017t0 22.12.2018 to 833 1,000,000 = = = 1,000,000 — (500,000 — 500,000
21.12.2018  21.12.2026

2262017  22.6.2017t0 22.12.2019t0 833 1,000,000 — — — 1,000,000 — - — 1,000,000
21.12.2019 21.12.2026

2162018  21.6.2018t0 21.12.2018t0 10.26 — 1,000,000 — — 1,000,000 — - - 1,000,000
20.12.2018  20.12.2027

2162018 21.6.2018t0 21.12.2019 to 10.26 — 1,000,000 — — 1,000,000 — - — 1,000,000
20122019 20.12.2027

2162018  21.6.2018t0 21.12.2020 to 10.26 — 1,000,000 — — 1,000,000 — - - 1,000,000

20122020 20.12.2027
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32. SHARE OPTION SCHEME (Continued)

Number of share options
Exercise
Type of Date Vesting Exercise price  Outstanding  Granted  Exercised lapsed Outstanding Reclassified Exercised  Lapsed Outstanding
participants of grant period period pershare at1.12018 in2018  in2018  in2018 at31.12.2018 in2019  in2019 in2019 at31.12.2019
HK$
Employees 13.7.2009  13.7.2009t0  13.1.2010 to 282 890,000 — (440,000 = 450,000 —  (450,000) - -
12.1.2010 12.1.2019
2652010 26.5.2010t0 26.11.2010 to 5.03 260,000 — — — 260,000 —  (260,000) - -
25.11.2010  25.11.2019
17.32011  17.3.2011t0  17.9.2011t0  12.496 3,000,000 — — — 3,000,000 - - - 3,000,000
16.9.2011 16.9.2020
8102013 8.10.2013t0  8.4.2014to 22 13,235,000 = —  (837,0000 12,398,000 200,000 — (189,000) 12,409,000
742014 7.4.2023
8.10.2013 8.10.2013t0  8.10.2014 to 22 1,000,000 — — (1,000,000) - - - - -

7.10.2014 7.4.2023
8.10.2013 8.102013t0  8.4.2015t0 22 13,185,000 = — (832,000) 12,353,000 200,000 — (187,000) 12,366,000
7.4.2015 7.4.2023

8.10.2013 8.10.2013to  8.10.2015to 22 500,000 = — (500,000) - — — — -
7.10.2015 742023

8.10.2013 8.10.2013t0  8.4.2016to 22 13,170,000 — —  (831,0000 12,339,000 200,000 — (186,000) 12,353,000
7.4.2016 7.4.2023

8.10.2013  8.10.2013to  8.10.2016 to 22 500,000 — — (500,000) — - - — -
7.10.2016 742023

8.10.2013  8.10.2013to  8.10.2017 to 22 500,000 — — (500,000) — - — — —
7.10.2017 742023

8.10.2013 8.10.2013to  8.102018 to 22 500,000 — —  (500,000) - - - - -
7.10.2018 7.4.2023

15.6.2015  15.6.2015t0 15.12.2015 to 9.826 5,750,000 — (97,0000 (268,000) 5,385,000 60,000 — (64,0000 5,381,000
14.12.2015 14.12.2024

15.6.2015  15.6.2015t0 15.12.2016 to 9.826 5,750,000 — (97,0000 (268,000 5,385,000 60,000 — (64,0000 5,381,000
14.12.2016 14.12.2024

15.6.2015  15.6.2015t0 15.12.2017 to 9.826 5,599,000 — (96,0000 (233,0000 5,270,000 60,000 — (62,0000 5,268,000
14.12.2017 14.12.2024

1152016  11.5.2016t0 11.11.2016 to 4.89 1,000,000 = = = 1,000,000 — — — 1,000,000
10.11.2016 10.11.2025

1152016  11.5.2016t0 11.11.2017 to 4.89 1,000,000 — — — 1,000,000 - - - 1,000,000
10.11.2017 10.11.2025

1152016  11.5.2016t0 11.11.2018 to 4.89 1,000,000 — — — 1,000,000 - — - 1,000,000
10.11.2018 10.11.2025

Others 13.7.2009  13.7.2009t0  13.1.2010 to 2.82 300,000 — (300,000 — - - - - -
participants 12.1.2010 12.1.2019

1732011 17.32011t0  17.9.2011t0  12.496 = = = = — 500,000 — - 500,000
16.9.2011 16.9.2020

8.10.2013 8.10.2013t0  8.4.2014to 22 367,000 — — — 367,000  (200,000) — (167,000 -
742014 742023

8.10.2013 8.10.2013t0  8.4.2015t0 22 367,000 — — — 367,000  (200,000) — (167,000 -
7.4.2015 7.4.2023

8.10.2013 8.10.2013t0  8.4.2016to 22 366,000 = — = 366,000  (200,000) —  (166,000) -
7.4.2016 742023

15.6.2015  15.6.2015t0 15.12.2015 to 9.826 277,000 — = = 271,000 107,000 — (217,000) 167,000
14.12.2015 14.12.2024

15.6.2015  15.6.2015t0 15.12.2016 to 9.826 277,000 — — — 277,000 107,000 — (217,000 167,000
14.12.2016 14.12.2024

15.6.2015  15.6.2015t0 15.12.2017 to 9.826 276,000 — — — 276,000 106,000 —  (216,000) 166,000
14.12.2017 14.12.2024

193,069,000 3,000,000 (1,530,000) (6,269,000) 188,270,000 — (4,710,000) (7,902,000) 175,658,000

Weighted average exercise price per share HK$12.57 HK$10.26  HK$5.95 HK$20.51 HK$12.32 —  HKS$4.11 HK$16.08 HK$12.38
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32. SHARE OPTION SCHEME (Continued)

On 1 February 2019, one of the other participants of the Group has been employed as an employee of the
Group. The classification of outstanding number of such other participant’s share options is reclassified to
employees’ section.

On 11 June 2019, a director of the Company retired. The classification of outstanding number of such ex-
director’s share options is reclassified to other participants’ section.

On 12 June 2018, a director of the Company retired and has continued as an employee of the Group. The
classification of outstanding number of such ex-director’s share option is reclassified to employees’ section.

In respect of the above options exercised during the year, the weighted average closing price per share at
the dates of exercise was HK$7.50 (2018: HK$8.73). At the end of the reporting period, 174,658,000 share
options are exercisable (2018: 185,270,000).

These fair values of options at grant date were calculated using either the Black-Scholes pricing model
(“Black-Scholes”) or the Binomial option pricing model (“Binomial”). The inputs into the models were
as follows:

Date of grant 13 July 2009 26 May 2010 31 August 2010 17 March 2011 8 October 2013 15 June 2015 11 May 2016 22 June 2017 21 June 2018
Model Black-Scholes Binomial Binomial  Black-Scholes Binomial Binomial Binomial Binomial Binomial
Number of share options 166,700,000 500,000 5,000,000 116,000,000 50,460,000 126,725,000 3,000,000 3,000,000 3,000,000
Vesting period 6to 6 months 6 months 6 months 6 to 6 to 6 to 6to 6 to
30 months from the from the from the 60 months 30 months 30 months 30 months 30 months
fromthe date of grant ~ date of grant  date of grant from the from the from the from the from the
date of grant date of grant  date of grant  date of grant  date of grant ~ date of grant
Closing share price at HK$2.82 HK$5.03 HK$7.48 HK$12.14 HK$22 HK$9.83 HK$4.76 HK$8.33 HK$10.26
date of grant
Expected/contractual life 5-6 years 9.5 years 9.5 years 5 years 9.5 years 9.5 years 9.5 years 9.5 years 9.5 years
Exercise price per share HK$2.82 HK$5.03 HK$7.48 HK$12.496 HK$22 HK$9.826 HK$4.89 HK$8.33 HK$10.26
Exercise multiple (Directors) N/A 1.79 times 1.81 times N/A 2 times 2.8 times N/A 2.8 times 2.8 times
Exercise multiple (Employees N/A 1.79 times 1.81 times N/A 2 times 2.2 times 2.2 times N/A N/A
and other participants)
Expected volatility 66.46% 56.16% 49.56% 54.83% 47.55% 47.00% 47.13% 42.02% 38.17%
Risk-free interest rate 1.74-1.94 % 2.35% 1.89% 2.49% 2.03% 1.74% 1.67% 1.25% 2.27%
Expected dividend yield 3.26% 1.79% 1.87% 3.33% 3.182% 5.5% 5.25% 2.38% 1.95%

As the Black-Scholes and Binomial models require the input of highly subjective assumptions, including the
volatility of share prices, changes in subjective input assumptions can materially affect the fair
value estimate.

Expected volatility used in the valuation of options was determined by using the historical volatility of the
Company’s share price since the Company’s shares were listed on the Stock Exchange in July 2008. The
expected life used in Black-Scholes has been estimated, based on the management’s best estimates of the
vesting period, exercise period and employee’s behavioural considerations.
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32.

33.

SHARE OPTION SCHEME (Continued)

The contractual life used in the Binominal model is the full life of share options from date of grant to expiry
date provided by the Company. For estimation of the early exercise behaviour of a director, the
management assumed an exercise multiple of 2.8 times for options granted in 2018 based on the historical
exercise behaviour of the Company’s director.

The Company’s share options granted to other participates are by reference to the fair values of the share
options granted to employees for providing similar management services.

During the year ended 31 December 2019, the Group recognised total expenses of HK$5.5 million (2018:

HK$10.2 million), in relation to share options granted by the Company.

RESERVES
Share
options Retained
reserve profits Total
HK$ million HK$ million HK$ million

THE COMPANY
At 1 January 2018 892.1 7,255.4 8,147.5
Exercise of share options (3.5) — (3.5)
Recognition of equity-settled share-based payments 10.2 — 10.2
Release of lapsed equity-settled share-based payments (49.8) 49.8 —
Dividends paid (note 17) — (1,301.5) (1,301.5)
Profit and total comprehensive income for the year (Note) — 1,486.8 1,486.8
At 31 December 2018 849.0 7,490.5 8,339.5
Exercise of share options (8.0) — (8.0)
Recognition of equity-settled share-based payments 5.5 — 5.5
Release of lapsed equity-settled share-based payments (48.3) 48.3 —
Dividends paid (note 77) — (1,642.6) (1,642.6)
Profit and total comprehensive income for the year (Note) — 1,432.8 1,432.8
At 31 December 2019 798.2 7,329.0 8,127.2

Note: Amount included dividend income from SIM of HK$1,456.3 million (2018: HK$1,456.3 million).
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34. MAJOR NON-CASH TRANSACTIONS

35.

During the year ended 31 December 2019, property and equipment totalling HK$343.0 million (2018:
HK$160.6 million) were settled by utilising deposits made on acquisitions of property and equipment.

OPERATING LEASE COMMITMENTS

At 31 December 2018, the Group was committed to make the following future minimum lease payments
under non-cancellable operating leases which fall due as follows:

Rented

Land premises and

use rights other assets
2018 2018

HK$ million HK$ million

Within one year 11.2 361.2
In the second to fifth year inclusive 44.9 160.3
After five years 148.6 6.9

204.7 528.4

Note: The above disclosure commitment also included payment of HK$26.6 million which are related to arrangements that contain
lease and non-lease elements.

Leases of rented premises were negotiated for terms ranging from 1 to 13 years.

Lease term of land use rights in Macau SAR are negotiated for an initial term of 25 years at a fixed rental,
which is subject to renewal at the Group’s option in the future.

At 31 December 2018, operating lease rentals committed to related parties amounted to HK$360.8 million
which fall due as follows:

Rented
premises
2018

HK$ million

Within one year 289.2
In the second to fifth year inclusive 71.6

360.8
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36.

37.

CAPITAL COMMITMENTS
2019 2018
HK$ million HK$ million
Capital expenditure in respect of acquisitions of property and equipment:
Authorised but not contracted for:
Grand Lisboa Palace Project 3,875.8 4,098.5
Others 107.0 93.4
3,982.8 4,191.9
Contracted for but not provided in the consolidated financial statements:
Grand Lisboa Palace Project 2,909.3 4,632.5
Others 158.1 715.6
3,067.4 5,348.1

At the end of the reporting period, capital expenditure in respect of acquisitions of property and equipment
committed to acquire from related parties amounted to HK$149.2 million (2018: HK$829.2 million).

At 31 December 2019, the estimated total project costs for the Grand Lisboa Palace Project by the Group’s
management is approximately HK$39,000 million (2018: HK$36,000 million).

RETIREMENT BENEFITS SCHEMES

Employees employed by the Group’s operations in Macau SAR are members of government-managed social
benefits schemes operated by the Macau SAR government. The Macau SAR operations are required to pay
a monthly fixed contribution to the social benefits schemes to fund the benefits. The only obligation of the
Group with respect to the social benefits schemes operated by the Macau SAR government is to make the
required contributions under the schemes.

The Group operates a Mandatory Provident Fund Scheme (the “MPF Scheme”) for all qualifying employees
in Hong Kong. The assets of the MPF Scheme are held separately from those of the Group in funds under
the control of a trustee. The Group contributes 5% of the relevant payroll costs to the MPF Scheme, which
is matched with mandatory contribution of all employees. For certain employees, the maximum monthly
contribution was limited to HK$1,500 per employee.
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37.

38.

39.

RETIREMENT BENEFITS SCHEMES (Continued)

The Group operates a defined contribution retirement scheme for all qualifying employees since 1 July
2003. The assets of the scheme are held separately from those of the Group in funds under the control of
independent trustees. The retirement scheme cost recognised in profit or loss represents contributions
payable to the funds by the Group at rates specified in the rules of the scheme.

Where there are employees of the Group who leave the schemes prior to vesting fully in the contributions,
the contributions payable by the Group are reduced by the amount of forfeited contributions.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the group entities 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 the prior year.

The capital structure of the Group consists of long-term bank loans, lease liabilities, amount due to non-
controlling interests of a subsidiary, and equity attributable to owners of the Company, comprising share
capital and reserves as disclosed in these consolidated financial statements.

The management of the Group reviews the capital structure regularly. The Group considers the cost of
capital and the risks associated with each class of capital, and will balance its overall capital structure
through the payment of dividends, as well as raising bank borrowings and issuing new debt or the
redemption of existing debt.

FINANCIAL INSTRUMENTS

(a) Financial risk management objectives

Financial instruments are fundamental to the Group’s daily operations. The risks associated with
financial instruments and the policies on how to mitigate these risks are set out below. The
management manages and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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39. FINANCIAL INSTRUMENTS (Continued)

(b) Categories of financial instruments

(c)

2019 2018
HK$ million HK$ million
Financial assets

Investments in equity instruments designated at FVTOCI 868.1 916.3
Amortised cost 16,790.6 21,020.0
17,658.7 21,936.3

Financial liabilities
Amortised cost 23,875.9 24,652.2

Details of the significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which income and expenses are recognised,
in respect of each class of financial asset and financial liability are disclosed in note 3.

Credit risk management and impairment assessment

As at the end of the reporting period, the Group’s maximum exposure to credit risk which cause a
financial loss to the Group due to failure to discharge an obligation by the counterparties and financial

guarantees issued by the Group is arising from:

e the carrying amount of the respective recognised financial assets as stated in the Group's

statements of financial position; and

e the amount of financial guarantee obligations and contingent liabilities disclosed in notes 26 and

42 respectively.

The Group has concentration of credit risk as 100% (2018: 100%) of the advances and receivables
are due from the Group'’s five largest gaming promoters. Other than concentration of credit risk on
advances to and receivables from gaming promoters, amounts due from an associate/a joint venture/
an investee company and liquid funds which are deposited with several banks with high credit ratings,
the Group does not have any other significant concentration of credit risk.
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39. FINANCIAL INSTRUMENTS (Continued)

(c) Credit risk management and impairment assessment (Continued)

As part of the Group's credit risk management, the Group applies internal credit rating for the gaming
promoters and service providers. The Group assessed the ECL for advances to gaming promoters and
other receivables from gaming promoters and service providers individually as at 31 December 2019
and 31 December 2018.

Movement in the loss allowance

2019 2018
HKS$ million HK$ million

At 1 January 179.5 132.5
Impairment loss recognised 200.0 47.0
At 31 December 379.5 179.5

During the year ended 31 December 2019, the Group provided impairment allowance of
HK$200.0 million (2018: HK$47.0 million) for other receivable from gaming promoters and service
providers as the management considered a service provider is credit-impaired. As at 31 December
2019, loss allowance with an aggregate balance of HK$379.5 million (2018: HK$179.5 million)
represents individually credit-impaired advances to gaming promoters and other receivables from
gaming promoters and service providers as the management considered the outstanding balances
from these gaming promoters and service providers were uncollectible given that one or more events
of default occurred.

No impairment allowance is recognised for the remaining advances to gaming promoters and other
receivables from gaming promoters and service providers since the loss given default and exposure at
default are significantly reduced as those advances to gaming promoters and other receivables from
gaming promoters and service providers are subject to certain offsetting and enforceable netting
agreements as well as due to the low probability of default of the gaming promoters and service
providers based on historical credit loss experience. The management has also assessed all available
forward looking information, including but not limited to expected growth rate and future
development of gaming industry, and concluded that there is no significant increase in credit risk.

For the interest receivables and credit card receivables included in other sundry receivables, bank
deposits and bank balances, no allowance for impairment was made since the management considers
the probability of default is negligible as such amounts are receivable from or placed in banks in
Macau SAR and Hong Kong having good reputation and are considered to have low credit risk.

For the amounts due from ultimate holding company/an associate/a joint venture/an investee
company, other amounts in other sundry receivables and advances to contractors, no allowance for
impairment was made since the management considers the probability of default is minimal after
assessing the counterparties’ financial background and creditability and/or exposure at default
is minimal.
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39. FINANCIAL INSTRUMENTS (Continued)

(9]

(d)

(e)

Credit risk management and impairment assessment (Continued)

For financial guarantee contracts, the maximum amount that the Group has guaranteed under the
respective contracts was HK$87.3 million (2018: HK$87.3 million) as at 31 December 2019. Details of
the financial guarantee contracts are set out in note 42. At the end of the reporting period, the
management assessed that no credit facilities were utilised under guarantee and financial positions of
that associate and that investee company, and concluded that there has been no significant credit risk
arising from the financial guarantee contracts. Accordingly, there was no loss allowance for financial
guarantee contracts issued by the Group.

Interest rate risk management

The Group is exposed to cash flow interest rate risk in relation to its bank balances and long-term
bank loans. The Group is also exposed to fair value interest rate risk in relation to its fixed-rate bank
deposits, pledged bank deposits, short-term bank deposits and lease liabilities. The Group currently
does not have a policy on hedging of interest rate risks. However, the management monitors interest
rate exposures and will consider hedging significant interest rate risk should the need arise.

The Group's exposure to interest rate risk on financial liabilities is 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 HIBOR/LIBOR/MAIBOR arising from long-term bank loans.

The sensitivity analyses below have been determined based on the exposure to interest rates for bank
balances and long-term bank loans. The analyses were prepared assuming these balances outstanding
at the end of the reporting period were outstanding for the whole year. 5 basis points and 50 basis
points (2018: 5 basis points and 50 basis points) increase, respectively, represent management’s
assessment of the reasonably possible change in interest rates.

Except for bank balances using 5 basis points (2018: 5 basis points), if interest rates on long-term
bank loans had been 50 basis points (2018: 50 basis points) higher and all other variables were held
constant, the potential effect on profit for the year:

2019 2018
HK$ million HK$ million

Decrease in profit for the year (73.2) (75.1)

If interest rates had been lower in an opposite magnitude and all other variables held constant, the
potential effect on the results would be equal and opposite.

Price risk management

The Group is exposed to equity price risk on the investments in listed equity securities measured at
FVTOCI, operating in gaming, entertainment and hotel industry sector. The Group currently does not
have a policy to hedge such risk. In addition, the Group also invested in certain unquoted equity
securities for investees operating in gaming, entertainment and hotel industry sector for long term
strategic purposes which were designated at FVTOCI. The Group has designated a special team to
monitor the price risk and will consider hedging the risk exposure should the need arise.
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39. FINANCIAL INSTRUMENTS (Continued)

(e) Price risk management (Continued)

(f)

The sensitivity analyses below have been determined base on the exposure to equity price risk on the
equity securities in investments in equity securities designated at FVTOCI at the end of the reporting
period. If the market bid price on such equity securities had been 10% (2018: 10%) higher/lower, the
potential effect on the investment revaluation reserve is as follows:

The Group's investment revaluation reserve would increase/decrease by HK$86.8 million (2018:
HK$91.6 million) arising from the listed equity securities and unlisted equity shares in investments in
equity instruments designated at FVTOCI.

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

Liquidity risk management

The management considers that the Group’s holding of bank balances and cash, bank deposits,
together with net cash flow from operating activities and committed credit facilities, can provide
adequate sources of funding to enable the Group to meet in full its financial obligations due in the
foreseeable future and manage its liquidity position. The management of the Group monitors the
utilisation of bank borrowings and ensures compliance with loan covenants. In addition, the
management of the Group expects to fund the remaining estimated construction costs and
commitments of its development projects in Macau SAR through a proper balance between internal
generated funds and credit facilities secured by the projects’ assets.

The following table details the Group’s remaining contractual maturities of financial liabilities that are
exposed to liquidity risk based on the agreed repayment terms. The table has been drawn up based
on the undiscounted cash flows of financial liabilities based on the earliest date on which the Group
could be required to pay. The table includes both interest and principal cash flows. To the extent that
interest flows are floating rate, the undiscounted amount of interest payment is estimated based on
the interest rate at the end of the reporting period.
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39. FINANCIAL INSTRUMENTS (Continued)

(f) Liquidity risk management (Continued)

Over Over
Weighted 3 months 6 months
average Not more but not but not Total
effective On than more than more than Over undiscounted  Carrying
interest rate demand 3 months 6 months 1 year 1 year cash flow  amount

HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million  HK$ million

At 31 December 2019

Trade payables — — 1,045.7 1.0 0.5 — 1,047.2 1,047.2
Chips in circulation — 5,062.4 — — — — 5,062.4 5,062.4
Other payables — - 1,963.9 75.6 2423 — 2,281.8 2,281.8

Amount due to
non-controlling interests

of a subsidiary 2.47% — — — — 219.4 219.4 203.8
Long-term bank loans
(Note (i)) 3.81% — 193.7 199.2 405.0 15,632.1 16,430.0  15,280.7
Financial guarantee
obligations (Note (i) — 87.3 — — — — 87.3 —
Lease liabilities 2.45% — 73.0 43.0 771 884.6 1,077.7 725.3
5,149.7 3,276.3 318.8 7249  16,736.1 26,205.8  24,601.2

At 31 December 2018
Trade payables — — 1,387.0 2.1 — — 1,389.1 1,389.1
Chips in circulation — 4,480.7 — — — 4,480.7 4,480.7
Other payables — — 2,706.7 35.2 215.9 92.7 3,050.5 3,050.5
Amount due to

non-controlling interests

of a subsidiary 2.51% — — — — 3174 3174 287.1
Long-term bank loans
(Note (i) 4.12% — 207.0 208.2 418.3 16,321.9 17,155.4 15,444.8
Financial guarantee
obligations (Note (ii)) — 87.3 — — — — 87.3 —
4,568.0 4,300.7 2455 6342 16,732.0 26,4804  24,652.2
Notes:

(i) The amounts included above for variable-rate long-term bank loans are subject to change if variable interest rates differ
from those estimates of interest rates determined at the end of the reporting period.

(i) The amounts included in the undiscounted cash flow above for financial guarantee contracts are the maximum amounts
the Group could be required to settle under the arrangement for the full guaranteed amount if that amount is claimed
by the counterparty to the guarantee. However, based on expectations at the end of the reporting period, the Group
considers that it is likely that no amount will be payable under the arrangement. This estimate is subject to change
depending on the probability of the counterparty claiming under the guarantee which is a function of the likelihood that
the financial receivables held by the counterparty which are guaranteed suffer credit losses.
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39. FINANCIAL INSTRUMENTS (Continued)

(g) Fair value measurement of financial instruments

The Group's investments in equity instruments designated at FVTOCI are measured at fair value at the
end of each reporting period. The following table gives information about how the fair values of these
financial assets are determined (in particular, the valuation technique(s) and inputs used), as well as
the level of the fair value hierarchy into which the fair value measurements are categorised (levels 1 to 3)

based on the degree to which the inputs to the fair value measurements are observable.

e |level 1 fair value measurements are those derived from quoted prices (unadjusted) in active

market for identical assets or liabilities;

e level 2 fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or

indirectly (i.e. derived from prices); and

e level 3 fair value measurements are those derived from valuation techniques that include inputs

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

Financial assets

Fair value as at

31 December 31 December Fair value
2018 hierarchy Valuation technique(s) and key input(s)

HK$ million ~ HK$ million
Investments in equity
instruments
designated at
FVTOC
Listed equity securities 352.3 Level 1 Quoted bid prices in an active market
Unlisted equity securities 564.0 Level 2 Market approach:

estimated normalised trailing twelve
months net profits with main multiple
being Price-to-Earnings multiples of
comparable companies (2018: recent
transaction price of the investments)

There were no transfers between Level 1 and 2 during the current year.
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39. FINANCIAL INSTRUMENTS (Continued)

(g) Fair value measurement of financial instruments (Continued)

In estimating the fair value of unlisted equity securities, the Group uses market-observable data to the
extent it is available. Where Level 1 inputs are not available, the Group engages qualified third party
valuers to perform the valuation. The management of the Group works closely with the qualified third
party valuers to establish the appropriate valuation techniques and inputs to the model. The
management of the Group reports the findings to the board of directors of the Company to explain
the cause of fluctuations in the fair value of the unlisted equity securities.

Information about the valuation techniques and inputs used in determining the fair value of unlisted
equity securities are disclosed above.

The Group's policy is to recognise transfers into and transfers out of fair value hierarchy levels as of
that date of the event or change in circumstances that caused the transfer.

All gains and losses included in other comprehensive income relate to the unlisted equity instruments
designated at FVTOCI held at the end of the reporting period and are reported as changes of

investment revaluation reserve.

The management considers that the carrying amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial statements approximate their fair values.
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39. FINANCIAL INSTRUMENTS (Continued)

(h) Financial assets and financial liabilities subject to offsetting and enforceable
netting agreements

The disclosures set out in the tables below include financial assets and financial liabilities that:

e  are offset in the Group’s consolidated statement of financial position; or

e are subject to an enforceable netting agreement that covers similar financial
instruments, irrespective of whether they are offset in the Group’s consolidated statement of
financial position.

Please refer to note 23 for detail offsetting arrangements.

Financial assets subject to offsetting and enforceable netting agreements

Gross Related

amounts of Net amounts  amounts of
recognised of financial financial

financial assets  instruments

liabilities set presented not set off

Gross off in the in the in the

amounts of consolidated consolidated consolidated
recognised statement of statementof statement of
financial financial financial financial
assets position position position  Net amount
HK$ million HK$ million HK$ million HK$ million HK$ million

Advances to gaming promoters
at 31 December 2019 236.9 (47.3) 189.6 (85.1) 104.5

at 31 December 2018 3383 (127.9) 210.4 (125.6) 84.8

Financial liabilities subject to offsetting and enforceable netting agreements

Gross Related

amounts of Netamounts  amounts of
recognised of financial financial

financial liabilities  instruments

assets set presented not set off

Gross off in the in the in the

amounts of consolidated consolidated consolidated

recognised statement of statementof statement of

financial financial financial financial
liabilities position position position  Net amount
HK$ million HK$ million HK$ million HK$ million HK$ million

Trade payables
at 31 December 2019 240.6 (47.3) 193.3 (85.1) 108.2

at 31 December 2018 449.0 (127.9) 321.1 (125.6) 195.5
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39. FINANCIAL INSTRUMENTS (Continued)

(h) Financial assets and financial liabilities subject to offsetting and enforceable
netting agreements (Continued)

Financial liabilities subject to offsetting and enforceable netting agreements (Continued)
The Group currently has a legally enforceable right to set off the advances to gaming promoters and
the trade payables to these counterparties that are due to be settled on the same date and the Group
intends to settle these balances on a net basis. Details of the arrangements are set out in note 23.

The gross amounts of the recognised advances to gaming promoters and trade payables and their net
amounts as presented in the Group’s consolidated statement of financial position, both of which have
been disclosed in the above tables, are measured at amortised cost.

The amounts which have been offset against the related recognised advances to gaming promoters
and trade payables in the Group’s consolidated statement of financial position are subject to
enforceable netting agreements and measured on the same basis as the recognised financial assets
and financial liabilities.

SJM Holdings Limited Annual Report 2019 215



216

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

40. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities arising from financing activities, including both
cash and non-cash changes. Liabilities arising from financing activities are those for which cash flows were,
or future cash flows will be, classified in the Group’s consolidated statement of cash flows as cash flows

from financing activities.

Amount
due to
non-
controlling
Long-term interests of Interest Lease  Dividend
bank loans subsidiaries  payables liabilities = payables Total
HK$ million  HK$ million HK$ million HK$ million  HK$ million  HK$ million
(note 27) (note 29) (Note) (note 28)
At 1 January 2018 8,135.0 280.0 22.8 — — 8,437.8
Net financing cash flows 7,250.0 — (451.7) — (1,301.5) 5,496.8
Loss on modification of long-term
bank loans 12.9 — — — — 12.9
Interest expenses 46.9 7.1 437 .1 — — 491.1
Dividend recognised — — — — 1,301.5 1,301.5
At 31 December 2018 15,444.8 287.1 8.2 — — 15,740.1
Adjustment upon application of
HKFRS 16 (note 2) — — — 865.3 — 865.3
At 1 January 2019 (restated) 15,444.8 287.1 8.2 865.3 — 16,605.4
Net financing cash flows (225.0) (98.0) (525.4) (270.4) (1,642.6) (2,761.4)
Loss on modification of long-term
bank loans 9.8 — — — — 9.8
New leases entered — — — 110.2 — 110.2
Interest expenses 51.1 7.5 569.1 20.2 — 647.9
Dividend recognised — — — — 1,642.6 1,642.6
Changes in cash flow estimates — 7.2 — — — 7.2
At 31 December 2019 15,280.7 203.8 51.9 725.3 — 16,261.7

Note: The amount is included in trade and other payables as set out in note 25.
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41. RELATED PARTY TRANSACTIONS

(a)

Other than the transactions and balances with related parties disclosed in respective notes in the
consolidated financial statements, during the year, the Group had the following significant
transactions with related parties and/or connected parties (as defined under Chapter 14A of the

Listing Rules):

2019 2018
Relationship Nature of transactions HK$ million HKS$ million
STDM and its associates, Non-exempt continuing connected transactions under
excluding the Group (“STDM Chapter 14A of the Listing Rules
Group”) (as defined under Property rentals (note 41(c)) 242.7 263.6
Chapter 14A of the Listing Transportation (note 41(d)) 99.8 130.2
Rules) Hotel accommodation (note 41(d)) 17.9 222
Entertainment and staff messing (note 41(d)) 14.8 18.0
Exempt continuing connected transactions under
Chapter 14A of the Listing Rules
Share of administrative expenses (notes 41(e) and () 1.5 1.7
Cleaning services (note 41(f)) 283 27.6
Hotel management and operation (notes 41(d) and (f)) 16.2 21.1
Promotional and advertising services (notes 41(c) and (f)) 6.5 13.7
Maintenance services (notes 41(d) and (f)) 13.2 15.0
Others (note 41(f)) 171 17.4
Non-exempt connected transactions under
Chapter 14A of the Listing Rules
Purchase of a property (note 41(m)) 680.0 —
Certain directors of the Company Non-exempt continuing connected transactions under
and of its subsidiaries and their ~ Chapter 14A of the Listing Rules
associates (as defined under  Service fees in relation to the promotion of a casino 950.4 979.4
Chapter 14A of the Listing (note 41(g))
Rules) Property rentals (note 41(j)) 118.8 1185
Exempt continuing connected transactions under
Chapter 14A of the Listing Rules
Transportation (notes 41(f) and (h)) 203 18.4
Others (note 41(f)) 65.0 66.1
Entities other than above in Service fees in relation to the promotion of a casino 739.8 710.4
which STDM, certain directors ~ (note 41(j))
of the Company and of its Insurance expenses 168.8 108.4
subsidiaries and/or their close  Promotion and advertising expenses 0.6 0.7
family members have control/  Service fee in relation to foreign currencies exchange 1.5 11.5
significant influence/ beneficial Construction costs 25 34
interests Others 9.3 89
An associate Construction costs and management fee paid 278.2 356.9
A joint venture Property rentals (note 41(n)) 14.4 14.4
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41. RELATED PARTY TRANSACTIONS (Continued)

(b)

In 2002, SIM was granted a concession to operate casinos in Macau SAR. For this purpose, STDM
transferred its gaming assets to SIM. SIM has been borrowing casino chips from STDM for the
purpose of its business operation since SIM, as a new concessionaire from 2002, did not have
sufficient casino chips to meet its business needs. According to the gaming concession contract, SJIM
is permitted to use STDM's casino chips, both in treasury and those put in circulation by STDM prior to
1 April 2002 and should honour such casino chips. In order to regulate the borrowing and use of
STDM chips, the Group entered into an agreement with STDM dated 18 June 2008 (the “Chips
Agreement”) regarding the honouring and borrowing of STDM chips. Under the Chips Agreement,
the Group has agreed to honour the STDM chips in circulation upon their redemption by patrons or
clients. In addition, STDM has agreed to reimburse the STDM chips presented by the Group to STDM,
by paying to the Group in cheque the aggregate face value of chips so presented within the same
quarter when such presentation takes place. During the year ended 31 December 2019, the net
amount received or receivable on reimbursement of STDM chips in circulation amounted to
HK$0.1 million (2018: HK$1.1 million).

The Company entered into an agreement dated 18 June 2008 with STDM for the leasing of properties
by STDM or the members of the STDM group to the Group. The term of each implementing lease will
be for a term commencing on a date specified in the relevant implementing lease and ending on a
date not later than 31 March 2020.

During the years ended 31 December 2018 and 2019, the amount disclosed in note 41(a) represents
the payment amount for property rentals with related parties and/or connected parties.

Upon the application of HKFRS 16 for the year ended 31 December 2019, the property rentals with
related parties incurred interest expenses of HK$3.7 million on the relevant lease liabilities with
carrying amount of HK$69.7 million as at 31 December 2019, and expenses of HK$95.5 million
relating to the relevant short-term leases.

The Company entered into an agreement dated 18 June 2008 with STDM for the provision of
products and services by STDM and its associates (the “Products and Services Master Agreement”).
The types of products and services include hotel accommodation, hotel management and operation,
entertainment and staff messing, dredging services, transportation, promotional and advertising
services, travel agency services and maintenance services. On 19 June 2011, the Company entered
into a renewed products and services master agreement with STDM (“Renewed Master Agreement”)
for the provision of products and services as described in the Products and Services Master Agreement,
except for hotel management and operations, promotional and advertising services, and travel agency
services, which are regarded as de minimis transactions as described in note 41(f). The Renewed
Master Agreement expired on 31 December 2013, and was renewed on 6 January 2014 for a term of
three years from 1 January 2014 and was further renewed on 26 January 2017 for a term of three
years from 1 January 2017 with similar terms for the provision of products and services for five
categories: hotel accommodation, entertainment, transportation, hotel management and operation
and maintenance services. The transaction amounts for the hotel management and operations and
maintenance services during the year were de minimis as described in note 41(f).
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41. RELATED PARTY TRANSACTIONS (Continued)

(e)

The Company entered into an agreement with STDM dated 18 June 2008 (the “Administrative Cost
Sharing Agreement”) whereby STDM and its associates have agreed to continue to share certain
administrative services.

Starting from 2014, these transactions were exempted as continuing connected transactions under
Rule 14A.98 of the Listing Rules. The amount of transactions during the year was disclosed in note
41(a) above.

These are individually de minimis transactions as defined under Rule 14A.76 of the Listing Rules,
which are continuing connected transactions on normal commercial terms, exempt from reporting,
annual review, announcement and independent shareholders’ approval requirements as defined under
Rule 14A.76(1) of the Listing Rules.

SJM entered into an agreement with Tin Hou Limited (“Tin Hou") dated 19 February 2010 regarding
the provision of management services and promotion service to SJIM in the gaming area of Grand
Emperor Hotel in Macau SAR for the period from 1 October 2009 to 31 March 2020 or any earlier
termination with 21 days’ notice to the other party who is in default of the agreement. Tin Hou is a
company controlled over 50% by a half-brother of a director of subsidiaries of the Company and is a
connected person of the Company pursuant to Rule 14A.07(4) and 14A.12(2)(a) of the Listing Rules.

On 24 June 2011, SIM, a subsidiary of the Company, and Shun Tak & CITS Coach (Macao) Limited
(“ST — CITS") entered into a master service agreement to formalise business arrangements between
the Group and ST — CITS together with its subsidiaries in relation to the provision of transportation
services within Macau locally as well as operating cross border routes to mainland cities of China.

Such agreement was renewed on 31 December 2016 for a term of three years from 1 January 2017
with similar terms as the previous agreement. The transaction amount for transportation during the
year was de minimis as described in note 41(f).

The Company entered into an agreement dated 22 November 2013 with a director of the Company
for the leasing of properties by the director and/or her associates to the Group effective from
1 January 2014. The term of each implementing lease was for a term commencing on a date specified
in the relevant implementing lease and ended on a date not later than 31 December 2016. Such
agreement was renewed on 14 December 2016 for a term of three years from 1 January 2017 with
similar terms as the previous agreement. The amounts of transactions during the year were disclosed
in note 41(a) above.

During the years ended 31 December 2018 and 2019, the amount disclosed in note 41(a) represents
the payment amount for property rentals with related parties and/or connected parties.

Upon the application of HKFRS 16 for the year ended 31 December 2019, the property rentals with
related parties recognised an addition of right-of-use assets amounted to HK$9.3 million and incurred
interest expenses of HK$0.1 million on the relevant lease liabilities with carrying amount of
HK$7.8 million as at 31 December 2019, and expenses of HK$117.2 million relating to the relevant
short-term leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

41. RELATED PARTY TRANSACTIONS (Continued)

)

Service fees in relation to the promotion of a casino were paid to an entity in which certain directors
of the Group are the directors and/or key management personnel of the entity.

Save as disclosed in note 27, in addition to the securities provided by the Group to the relevant banks,
the non-controlling interests of a subsidiary also provided securities to secure the syndicate secured
bank loans of the Group. At the end of the reporting period, the key terms and securities pledged are
set out as follows:

(i)  financial guarantee with promissory note of HK$490 million (2018: HK$490 million); and
(i) share pledges over all shares in Pier 16 — Property and its subsidiaries.

In November 2007, the immediate holding company, STDM-Investments Limited (“STDM-I"), has
provided a surety (the “STDM-I-Surety”) in favour of the Company for the due and punctual payment
of obligations the Company may incur in relation to:

(i)  penalties incurred by the Company for any non-criminal violations of relevant laws or regulations
pertaining to anti-money laundering, where such violations occurred prior to the listing of the
ordinary shares of the Company on the Stock Exchange; and

(i) losses or contingency provisions incurred by the Company in connection with any judgement of
any lawsuit, as set out in the paragraph headed “Litigation” in Appendix VIl to the Company’s
prospectus dated 26 June 2008, to which the Company is a party and which is pending at the
time of listing of the ordinary shares of the Company on the Stock Exchange.

STDM has informed the Company in August 2011 that the board of directors of STDM was satisfied
that upon liquidation of STDM-I, which occurred during the year ended 31 December 2011, the
Company (as beneficiary of the STDM-I-Surety) would remain entitled to claim directly against STDM
under the same terms and conditions as originally established in the STDM-I Surety.

A property was acquired at a consideration of HK$680 million during the year ended 31 December
2019. The seller in the acquisition was a connected person of the Company, and hence the acquisition
constituted a connected transaction pursuant to Chapter 14A of the Listing Rules.

During the years ended 31 December 2018 and 2019, the amount disclosed in note 41(a) represents
the payment amount for property rentals with related parties and/or connected parties.

Upon the application of HKFRS 16 for the year ended 31 December 2019, the property rentals with
related parties incurred interest expenses of HK$0.3 million on the relevant lease liabilities with
carrying amount of HK$3.6 million as at 31 December 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

42,

43,

44,

CONTINGENT LIABILITIES AND GUARANTEES

2019 2018
Maximum Credit Maximum Credit
guarantees facilities guarantees facilities
given utilised given utilised
HK$ million  HK$ million HK$ million HK$ million
Guarantees given to banks in respect of
credit facilities granted to:
an associate 67.3 — 67.3 —
an investee company 20.0 — 20.0 —
87.3 — 87.3 —
INVESTMENTS IN SUBSIDIARIES
2019 2018
HK$ million HK$ million
Unlisted shares, at cost 3,972.3 3,972.3
Deemed capital contribution in relation to issue of convertible bonds
by a subsidiary 387.0 387.0
4,359.3 4,359.3

Details of the Company'’s principal subsidiaries at the end of the reporting period are set out in note 46.

AMOUNTS DUE FROM SUBSIDIARIES/AMOUNT DUE TO A SUBSIDIARY

The amounts due from subsidiaries are unsecured, interest-free and expected to be realised within
12 months from the end of the reporting period.

The amount due to a subsidiary is unsecured, interest-free and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

45. EVENT AFTER REPORTING PERIOD

Due to an outbreak of a respiratory illness caused by a novel coronavirus identified in China, on 4 February
2020, the Macau SAR government announced the suspension of casino operations from 5 February 2020.
On 17 February 2020, the Macau SAR government announced the resumption of Macau casino operations,
including the Group's casino operations, from 20 February 2020. The Group's casino operations resumed
on 20 February 2020, except for the casino operations at Casino Oceanus at Jai Alai, Casino Eastern and
Casino Taipa which resumed on 27 February 2020, 28 February 2020 and 6 March 2020, respectively. The
Group's casino operation at Casino Macau Jockey Club is currently yet to resume at the date of this report.
Additionally, there are travel restrictions such as those related to the China Individual Visit Scheme, the
Hong Kong Macau Ferry Terminal closure and other countries restricting inbound travel from mainland
China. The duration and intensity of this global health emergency and related disruptions is uncertain,
including potential broader impacts outside of China if travel and visitation continues to be restricted and
there is a resulting decline in Chinese tourist spending in Macau SAR. Given the dynamic nature of these
circumstances, the related impact on the Group’s operating segments in Macau SAR and the consolidated
results of operations, cash flows and financial condition will be material but cannot be reasonably estimated
at this time.

46. PRINCIPAL SUBSIDIARIES

Details of the Company'’s principal subsidiaries at the end of the respective reporting periods are as follows:

(a) General information of subsidiaries

Attributable proportion
Place of Nominal value of of nominal value of
incorporation/ issued and fully issued share capital/
establishment/ paid share capital/  quota capital held by
Name of subsidiary operations quota capital the Group Principal activity
2019 2018
Bondwell Limited Hong Kong Ordinary shares: 100% 100% Property holding
HK$ 1
Brilliant Sky International Macau SAR Quota capital: 100% 100% Provision of marketing
Limited MOP25,000 and promotion
services
Brilliant Sky Investments British Virgin Share — US$1 100% 100% Investment holding
Limited Islands/Macau
SAR
Brilliant Talent Hospitality Macau SAR Quota capital: 100% 100% Provision of hospitality
Services Limited MOP25,000 services
Cotai Magnific View-Property ~ Macau SAR Ordinary shares: 100% 100% Preparation for property
Development Company MOP1,000,000 development
Limited
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For the year ended 31 December 2019

46. PRINCIPAL SUBSIDIARIES (Continued)

(a) General information of subsidiaries (Continued)

Place of
incorporation/
establishment/

Nominal value of
issued and fully
paid share capital/

Attributable proportion

of nominal value of
issued share capital/
quota capital held by

Name of subsidiary operations quota capital the Group Principal activity
2019 2018

Grand Lisboa - Hotel Macau SAR Ordinary shares: 100% 100% Hotel operations
Administration Company MOP1,000,000
Limited

Grand Lisboa - Property Macau SAR Ordinary shares: 100% 100% Property holding
Investment Company Limited MOP1,000,000

Honour State International British Virgin Share — US$1 100% 100% Securities holding
Limited Islands/Hong

Kong

Macau Dredging Services Macau SAR Quota capital: 100% 100% Provision of dredging
Limited MOP1,000,000 services

Nam Van Lake View Macau SAR Quota capital: 100% 100% Property holding
Investment Limited MOP1,000,000

New Hop Wo Catering Macau SAR Quota capital: 100% 100% Provision of food and
Company MOP100,000 beverage services
Limited

Pier 16 - Entertainment Group  Macau SAR Quota capital: 51% 51% Provision of
Corporation Limited MOP25,000 management services

for casino operations

Pier 16 — Gaming Promotion, ~ Macau SAR Quota capital: - 51% Provision of gaming
Limited MOP50,000 (Note (e)) promotion services

Pier 16 — Management Limited  Macau SAR Quota capital: 51% 51% Hotel operations

MOP25,000

Pier 16 — Property Development Macau SAR Ordinary shares: 51% 51% Property holding
Limited MOP10,000,000

SIM - Customer Services (HK) ~ Hong Kong Ordinary share: 100% 100% Provision of customer
Limited HK$1 services

SIM - F&B Services Limited Macau SAR Quota capital: 100% 100% Provision of food and

MOP25,000 beverage services

SIM Holdings Management Hong Kong Ordinary shares: 100% 100% Provision of management

Services Limited HK$2 services
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For the year ended 31 December 2019

46. PRINCIPAL SUBSIDIARIES (Continued)

(a) General information of subsidiaries (Continued)

Attributable proportion
Place of Nominal value of of nominal value of
incorporation/ issued and fully issued share capital/
establishment/ paid share capital/  quota capital held by
Name of subsidiary operations quota capital the Group Principal activity
2019 2018
SIM = Investment Limited Macau SAR Quota capital: 100% 100% Investment holding
MOP1,000,000
SIM Retail Services Macau SAR Quota capital: 100% 100% Provision of
Private Limited MOP 25,000 retail services
SIM - Project Management Hong Kong Ordinary shares: 100% 100% Provision of human
Services (HK) Limited HK$1 resources and project
management services
Sociedade de Jogos de Macau, Macau SAR Ordinary shares: 100% 100% Casino operations and
S.A. Type A shares (Note (a)) (Note (@))  investment holding
MOP270,000,000
Type B shares:
MOP30,000,000
Vast Field Investments Limited  British Virgin Ordinary shares: 100% 100% Investment holding
Islands/ Us$1

Hong Kong

Notes:

(@  Pursuant to the relevant requirements under Macau SAR law, SIM’s ordinary shares are divided into two categories,
namely, Type A shares and Type B shares representing 90% and 10% equity interests in SIM respectively. Holders of Type
A shares have voting control of SIM in its shareholders’ meeting. Except for one Type A share directly held by a wholly-
owned subsidiary of the Company, the Company holds all the remaining Type A shares, whilst Type B shares are held by
the managing director of SIM, pursuant to the relevant requirements under Macau SAR law. As Type B shares have
restricted rights and only entitle the holder of Type B shares to an aggregate amount of MOP1 of dividend payable, the
Company is effectively entitled to a 100% economic interest in SIM.

(b)  Except for SIM Holdings Management Services Limited and SIM, all other principal subsidiaries listed above are indirectly
held by the Company.

(c)  The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affect the results
or assets of the Group. To give details of other subsidiaries would, in the opinion of the directors, result in particulars of
excessive length.

(d)  None of the subsidiaries had any debt securities outstanding at the end of both reporting periods.

(e)  The subsidiary of the Company was deregistered on 1 November 2019.
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For the year ended 31 December 2019

46. PRINCIPAL SUBSIDIARIES (Continued)

(a) General information of subsidiaries (Continued)

At the end of both reporting periods, the Company has other subsidiaries that are not material to the
Group. A majority of these subsidiaries are operated in Macau SAR. The principal activities of these
subsidiaries are summarised as follows:

Place of incorporation

Principal activities or establishment/operations Number of subsidiaries
2019 2018
Gaming related operations Macau SAR 2 2
Hong Kong 3 2
5 4

Hotel, catering and retail related

operations Macau SAR 1 1
Hong Kong 1 —

2 1

Investment holdings/Inactive British Virgin Islands/Macau SAR 15 15
British Virgin Islands/Hong Kong 5 5

Hong Kong 4 2

Macau SAR 6 6

Samoa 1 1

31 29

38 34
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For the year ended 31 December 2019

46. PRINCIPAL SUBSIDIARIES (Continued)

(b) Details of a non-wholly-owned subsidiary that has material non-controlling

interests

The table below shows details of a non-wholly-owned subsidiary of the Group that has material non-

controlling interests:

Place of
incorporation Proportion of
and principal ownership interests
place of and voting rights held by Profit allocated to Accumulated
Name of subsidiary business non-controlling interests  non-controlling interests  non-controlling interests
2019 2018 2019 2018 2018
HK$ million ~ HK§ million  HKS$ million ~ HK$ million
Pier 16 - Property Macau SAR 49% 49% 110.2 62.1 134.7

Development Limited

Summarised financial information in respect of the Group’s subsidiary that has material non-
controlling interests is set out below. The summarised financial information below represents amounts

before intragroup eliminations.

Pier 16 — Property Development Limited

2019 2018

HKS$ million HK$ million

Current assets 372.9 461.9
Non-current assets 680.0 729.5
Current liabilities (480.6) (463.3)
Non-current liabilities (463.9) (829.0)
Equity attributable to owners of the company 108.4 (100.9)
2019 2018

HKS$ million HK$ million

Revenue 795.1 732.5
Cost of sales and expenses (555.1) (637.6)
Profit for the year 224.9 126.7
Profit attributable to owners of the company 224.9 126.7
Net cash inflow from operating activities 3714 363.1
Net cash outflow from investing activities (24.1) (20.1)
Net cash outflow from financing activities (427.6) (220.5)
Net cash (outflow) inflow (80.3) 122.5
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FIVE-YEAR FINANCIAL SUMMARY

For the year ended 31 December

2015 2016 2017 2018 2019
HK$ million  HK$ million  HK$ million  HK$ million HK$ million

RESULTS

Gaming, hotel, catering, retail and

related services revenues 36,724.8 31,819.5 31,770.7 34,410.1 33,875.0
Gaming revenue 36,040.9 31,201.0 31,094.8 33,677.1 33,158.5
Profit before taxation 2,490.2 2,348.3 1,946.8 2,939.6 3,369.1
Taxation (38.3) (33.8) (11.9) (27.4) (51.6)
Profit for the year 2,451.9 2,314.5 1,934.9 2,912.2 3,317.5
Profit (loss) attributable to:

owners of the Company 2,465.0 2,326.5 1,963.4 2,850.1 3,207.3

non-controlling interests (13.1) (12.0) (28.5) 62.1 110.2

2,451.9 2,314.5 1,934.9 2,912.2 3,317.5

As at 31 December

2015 2016 2017 2018 2019
HK$ million  HK$ million  HK$ million  HK$ million  HK$ million

ASSETS AND LIABILITIES
Total assets
Total liabilities

36,854.7 38,755.0 46,287.0 56,398.6 57,625.7
(13,375.3)  (13,913.8)  (20,817.8)  (28,712.0) (28,389.6)

Net assets

23,479.4 24,841.2 25,469.2 27,686.6 29,236.1
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DEFINITIONS

In this report, unless the context states otherwise, the following expressions shall have the following meanings:

“Adjusted EBITDA”

“Adjusted EBITDA Margin”

“Adjusted Grand Lisboa EBITDA”

“Adjusted Grand Lisboa EBITDA
Margin”

“ Administrative Cost Sharing
Agreement”

“Board”
“CG Code”

“Chips Agreement”

"CODM"

“Company” or “SJM Holdings”

earnings after adjustment for non-controlling interests and before
accounting for interest income and expense, tax, depreciation and
amortisation, donations, gain/loss on disposal of property and
equipment, share-based payments, loss on modification of long-term
bank loans, impairment loss (including reversal) on property and
equipment and project feasibility study cost

the Adjusted EBITDA divided by total net revenue

earnings after adjustment for non-controlling interests and before
accounting for interest income and expense, tax, depreciation and
amortisation, donations, gain/loss on disposal of property and
equipment, share-based payments, loss on modification of long-term
bank loans, impairment loss (including reversal) on property and
equipment, project feasibility study cost and before elimination of
inter-company consumption

the Adjusted Grand Lisboa EBITDA over gross gaming revenue of Casino
Grand Lisboa

the agreement dated 18 June 2008 entered into between the Company
and STDM by which STDM and/or its associates (as defined in the Listing
Rules) and the Group have agreed to share the costs of certain
administrative services, which was renewed on 19 June 2011 and
expired on 31 December 2013

the board of Directors of the Company
Corporate Governance Code set out in Appendix 14 of the Listing Rules

the agreement dated 18 June 2008 entered into between STDM and
SJM to regulate the honouring, borrowing and use of the casino chips
of STDM for the purposes of SJIM'’s gaming operations

the chief operation decision maker, who is responsible for allocating
resources and assessing performance of the operating segments,
has been identified as a group of senior management that makes
strategic decisions

SJIM Holdings Limited, a company incorporated in Hong Kong

with limited liability, the ordinary shares of which are listed on the
Stock Exchange
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DEFINITIONS

“Concession Extension Contract”

“connected person(s)”
" CTII

“DIC)”

“Director(s)"”

“Gaming Concession Contract”

“GLP Bank Loans”

“Grand Lisboa Palace Project”

“Group”

“Hong Kong” or “Hong Kong SAR" :

“HKAS"

“"HKFRSs”
“HKICPA"

"HKSE Main Board”
“Listing Rules”

“Macau” or “Macau SAR”

“Model Code”

SJM Holdings Limited Annual Report 2019

the addendum to the Gaming Concession Contract between the Macau
Government and SJM executed on 15 March 2019 for extension of the
Gaming Concession Contract from 31 March 2020 to 26 June 2022

has the meaning ascribed to it under the Listing Rules

the Complementary Tax of the Macau SAR

Direccao de Inspeccdo e Coordenacao de Jogos, the Gaming Inspection
and Coordination Bureau in Macau

the director(s) of the Company

the gaming concession contract for the operation of casino games dated
28 March 2002 between the Macau Government and SJM, as amended
and supplemented by supplemental agreements between the same
parties dated 19 April 2005, 26 September 2013, 23 January 2017 and
15 March 2019

secured bank loans for Grand Lisboa Palace Project

the development and operation of a casino, hotel and entertainment
complex on a parcel of land in Cotai, Macau SAR leased by Macau SAR
Government to SIM for 25 years starting from 15 May 2013

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the People’s Republic
of China

Hong Kong Accounting Standard

Hong Kong Financial Reporting Standards

Hong Kong Institute of Certified Public Accountants

the Main Board of the Stock Exchange

The Rules Governing the Listing of Securities on the Stock Exchange

the Macau Special Administrative Region of the People’s Republic
of China

the Model Code for Securities Transactions by Directors of Listed Issuers
contained in Appendix 10 of the Listing Rules



DEFINITIONS

“Options”

“QOther Self-promoted Casinos”

“P16 Bank Loans”

“Pier 16 — Property”

“Products and Services Master
Agreement”

“Renewed Master Agreement”

“Scheme”

"SFO”

“Share(s)”

“Shareholder(s)”

“SIM”

“Special Complementary Tax"”

“ST-CITS”

“STDM”

“STDM-I"

share options which the Directors may grant to any participants of
the Scheme

Casino Lisboa, Casino Oceanus at Jai Alai (including the casino area in
the Jai Alai building) and Casino Taipa

secured bank loans for Ponte 16

Pier 16 — Property Development Limited, a 51% subsidiary of
the Company

the agreement entered into between the Company and STDM on
18 June 2008 for the provision of products and services by STDM and/or
its associates (as defined in the Listing Rules) to the Group

the products and services master agreement dated 19 June 2011
entered into between the Company and STDM in relation to the renewal
of the Products and Services Master Agreement which was renewed on
6 January 2014 and was further renewed on 26 January 2017 and
thereafter on 23 December 2019 for a term of three years from
1 January 2020

the share option scheme of the Company adopted on 13 May 2009
which has lapsed on 13 May 2019

the Securities and Futures Ordinance, Chapter 571 of the Laws of
Hong Kong

the ordinary share(s) in the share capital of the Company

holder(s) of the Share(s)

Sociedade de Jogos de Macau, S.A., a joint stock company “sociedade
anonima” incorporated under the laws of Macau and a subsidiary of

the Company

the dividend tax which the shareholders are obligated to pay to Macau
SAR government for dividend distribution

Shun Tak & CITS Coach (Macao) Limited, a company incorporated in
Macau with limited liability

Sociedade de Turismo e Diversdes de Macau, S.A., a controlling
Shareholder

STDM-Investment Limited, a subsidiary of STDM liquidated on
15 August 2011

SJM Holdings Limited Annual Report 2019

231



232

DEFINITIONS

“STDM-I Surety”

“STDM Group”

“Stock Exchange”
“the Reporting Period”

“Tin Hou"

"HKS"
“MOP”

" US$"

H%II

SJM Holdings Limited Annual Report 2019

a surety provided by STDM-I in favour of the Company for the due and
punctual payment of certain obligations of the Company may incur

STDM and its associates (as defined in the Listing Rules), excluding
the Group

The Stock Exchange of Hong Kong Limited

the period for the year ended 31 December 2019

Tin Hou Limited, a company controlled over 50% by a half-brother of a
director of subsidiaries of the Company and is a connected person of
the Company

Hong Kong dollar(s), the lawful currency of Hong Kong

Macau Pataca(s), the lawful currency of Macau

United State dollar(s), the lawful currency of the United States
of America

per cent
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