Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

1. GENERAL INFORMATION

The Company is a public listed company incorporated in Bermuda as an
exempted company with limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are disclosed

in the corporate information to the annual report.

The consolidated financial statements are presented in Hong Kong dollars,
which is the same as the functional currency of the Group and all values are

rounded to the nearest thousand (HK$'000) except otherwise indicated.

The Company's principal activity is investment holding and the principal
activities of its principal subsidiaries and associates are set out in Notes 56 and

57 respectively.

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(the "HKFRSs")

In the current year, the Group has applied, for the first time, the following
new standard, amendment and interpretations (“new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants (the "HKICPA"), which are

effective for the Group's financial year beginning on1st January, 2007.

HKAS 1 (Amendment) Capital Disclosures '
HKFRS 7 Financial Instruments: Disclosures !
HK(FRIC) = Int 7 Applying the Restatement Approach under

HKAS 29 Financial Reporting in
Hyperinflationary Economies 2

HK(IFRIC) — Int 8 Scope of HKFRS 2 3
HK(IFRIC) — Int 9 Reassessment of Embedded Derivatives *
HK(FRIC) — Int 10 Interim Financial Reporting and Impairment °

! Effective for annual periods beginning on or after 1st January, 2007

2 Effective for annual periods beginning on or after 1st March, 2006

3 Effective for annual periods beginning on or after 1st May, 2006

4 Effective for annual periods beginning on or after 1st June, 2006

> Effective for annual periods beginning on or after 1st November, 2006

Annual Report 2007 —ZZE+FFHf

fre R ERAR I

Br —EFLFF - A=+—HIFFE
1. —RRER

$/‘§J%—F?%Eﬁéﬁﬂﬂﬁ}iﬁﬁﬁ%\ﬁﬁ@“

BlZRREMRAE] ERONBEBERZME
’Aﬁ(fﬁéﬁ?@ﬁﬁj)im o ARAZ MM FEE R

TEEBMI 2 U FNAF R RRER P -

47 ./:.\ﬁﬂ%x&ﬁbx/’éﬁiﬁ‘l BT ARERZ
DeeE%  BEBRSAHRPN  mEBEHNER
AERIEI Z:Fu%l(:ﬁ’%ﬁ) °

ARRZ TEEBR/IEER  METEHRBELQ
BIREE N E 2 BB BB M 5E56 )57 °

2. BRG] MEERT BB
:t L?g/

HEER ([ FBI RS 4

,\JD

RAEE  NEEEREATIBEEGTA
G ((EBGFERE ) B 2 HER - B3] k2
B (HEEMBHMELEN )  ZFLENIRAE

BN _ZEE+F—A— BBV RFEEEN -

BB G ER N
F1RUERIA)

BRI RE ST A FEHE

EAE T
B (BRI RS REEEGHENS

REZEY) 29 SR 1A B R
—2EBE7R BT 2
/E%fmﬁ?ﬁﬁ/&z
B (BRI RS BRMBHRELE]
BELZEE E25R E&E>
n%*%gﬁ 85);7.
B (BRI RS BEHFHEAE
BELZEE) fTHET A
n%*%gﬁ 95);7.
B (BRI RS REIR SRS
RELZEY KNomfE >

—REE 109

D RIEREF ARz MR FEHRER

2 RIBTRF=AHY RG22 FEHRAER

3ORCETREOA-HY RG22 FEHRLER

TORIETRENA - HY 2R 2 FEBRAER

S RIERRFT A B zERARZFEHRL
33



68 Chinese Estates Holdings Limited ZFEABXEHE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(the "HKFRSs") (cont'd)

The adoption of the new HKFRSs has no material effect on how the results
and financial position for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period adjustment has been

required.

The Group has applied the disclosure requirements under HKAS 1
(Amendment) and HKFRS 7 retrospectively. Certain information presented
in prior year under the requirements of HKAS 32 has been removed and
the relevant comparative information based on the requirements of HKAS
1 (Amendment) and HKFRS 7 has been presented for the first time in the

current year.

The Group has not early applied the following new standard, amendment
or interpretations that have been issued but are not yet effective. The
Directors anticipate that the application of these new standard, amendment
or interpretations will have no material impact on the results and the financial
position of the Group.

HKAS 1 (Revised) Presentation of Financial Statements '

HKAS 23 (Revised)

Borrowing Costs !

HKFRS 8 Operating Segments '
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared under the historical
cost basis except for certain properties and financial instruments, which are

measured at fair values, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with
HKFRSs, which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards ("HKASs")
and Interpretations issued by the HKICPA, and accounting principles generally
accepted in Hong Kong. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and by the Hong Kong

Companies Ordinance.

(a) Basis of consolidation
The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date

of acquisition or up to the effective date of disposal, as appropriate.

All intra-group transactions, balances, income and expenses are

eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group's equity therein. Minority interests
in the net assets consist of the amount of those interests at the date of
the original business combination and the minority's share of changes
in equity since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s equity are
allocated against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an additional

investment to cover the losses.
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BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(b)

()

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Goodwill

Goodwill arising on an acquisition of a subsidiary or an associate
represents the excess of the cost of acquisition over the Group's interest
in the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary or associate at the date of acquisition.

Such gooduwill is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is presented
separately in the balance sheet. Capitalised goodwill arising on an
acquisition of an associate is included in the cost of the investment of

the relevant associate.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units, or
groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually, and whenever
there is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit pro rata on the basis of
the carrying amount of each asset in the unit. Any impairment loss for
gooduwill is recognised directly in the consolidated income statement. An

impairment loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary or an associate, the attributable
amount of goodwill capitalised is included in the determination of the

amount of profit or loss on disposal.

Excess of the Group’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary or an
associate represents the excess of the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of the
business combination. Discount on acquisition is recognised immediately
in income statement. A discount on acquisition arising on an acquisition
of an associate is included as income in the determination of the Group's

share of results of the associate in which the investment is acquired.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(d)

(e)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Investments in associates

The results and assets and liabilities of associates are incorporated in
these consolidated financial statements using the equity method of
accounting. Under the equity method, investments in associates are
carried in the consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group's share of the profit or loss and of
changes in equity of the associate, less any identified impairment loss.
When the Group's share of losses of an associate equals or exceeds its
interest in that associate (which includes any long-term interests that, in
substance, form part of the Group's net investment in the associate), the
Group discontinues recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive obligations or

made payments on behalf of that associate.

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group’s interest in the

relevant associate.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale
if their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. The condition is regarded
as met only when the sale is higher probable and the asset is available

for immediate sale in its present condition.

Non-current assets classified as held for sale are measured at the lower

of the assets’ previous carrying amount and fair value less costs to sell.
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72 Chinese Estates Holdings Limited FEABXEH

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

®

(9)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Impairment losses (other than goodwill, intangible assets
with indefinite lives)

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable

amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is

recognised as income immediately.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using fair value. Gains
or losses arising from changes in the fair value of investment property

are included in income statement for the period in which they arise.

Leasehold land held for undetermined future use

Leasehold land held for undetermined future use is regarded as held for
capital appreciation purpose and classified as an investment property,
and carried at fair value. Changes in fair value of the leasehold land are
recognised directly in income statement for the period in which changes

take place.

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

is derecognised.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(h)

(i)

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Property and other fixed assets
Property and other fixed assets (other than properties under
development) are stated at cost less subsequent accumulated

depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of property and other fixed
assets (other than properties under development) over their estimated
useful lives and after taking into account their estimated residual value,

using the straight line method, at the following rates per annum:

Type Basis

Buildings Over the shorter of the unexpired
period of the lease and 40 years

Furniture, fixtures and equipments 3 to 10 years

Yacht and motor vehicles 3 to 10 years

Properties held for development

When the leasehold land and buildings are in the course of development
for production, rental, for administrative purposes or for sale, the
leasehold land component is classified as a prepaid lease payment
and amortised over a straight-line basis over the lease term. During the
construction period, the amortisation charge provided for the leasehold
land is included as part of costs of building under construction. Buildings
under construction are carried at cost, less any identified impairment
losses. Depreciation of buildings commences when they are available for

use.

Property interests held for future development
Property interests held for future development represents a right to
develop properties on a piece of land upon payment of a final amount,

and are carried at cost less any identified impairment loss.

Stock of properties

Stock of properties, which are held for trading, is stated at the lower
of cost and net realisable value. Net realisable value is determined by
reference to sale proceeds received after the balance sheet date less
selling expenses, or by management estimates based on the prevailing

market conditions.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

)

(m)

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Inventories for cosmetic products
Inventories comprise finished goods and raw materials which are stated

at the lower of cost and net realisable value.

Cost represents the invoiced cost of inventories. Costs are assigned to
individual items on the weighted-average basis. Net realisable value
is the estimated selling price in the ordinary course of business, less

applicable variable selling expenses.

Intangible assets

Trading rights, exchange rights and trademark

Trading rights, gold and silver exchange rights and trademark are stated
at cost less accumulated amortisation and less any identified impairment

loss. The amortisation period adopted for intangible assets is 5 years.

Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual provisions
of the instruments. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised immediately in

income statement.

Financial assets

The Group's financial assets are classified into one of the three
categories, including financial assets at fair value through profit or
loss, loans and receivables and available-for-sale financial assets. All
regular way purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the
marketplace. The accounting policies adopted in respect of each category

of financial assets are set out below.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets (cont'd)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two subcategories,
including financial assets held for trading and those designated at fair
value through profit or loss on initial recognition. At each balance sheet
date subsequent to initial recognition, financial assets at fair value
through profit or loss are measured at fair value, with changes in fair
value recognised directly in income statement in the period in which

they arise.

A financial asset is classified as held-for-trading if:

(i) it has been acquired principally for the purpose of selling in the

near future; or

(i) itis a part of an identified portfolio of financial instruments that the
Group manages together and has a recent actual pattern of short-

term profit-taking; or

(i) itis a derivative that is not designated and effective as a hedging

instrument.

Financial assets at fair value through profit or loss are not those financial
assets acquired principally for the purpose of selling in the short term but
designated by management as such at inception. A financial asset other
than a financial asset held for trading may be designated as at fair value

through profit or loss upon initial recognition if:

(i)  such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise

arise; or

(i)  the financial asset forms part of a group of financial assets or
financial liabilities or both, which is managed and its performance
is evaluated on a fair value basis, in accordance with the Group's
documented risk management or investment strategy, and
information about the grouping is provided internally on that basis;

or
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)
Financial assets (cont'd)

Financial assets at fair value through profit or loss (cont'd)

(i) it forms part of a contract containing one or more embedded
derivatives and HKAS 39 Financial Instruments: Recognition and
Measurement permits the entire combined contract (asset or

liability) to be designated as at fair value through profit or loss.

At each balance sheet date subsequent to initial recognition, financial
assets at fair value through profit or loss are measured at fair value, with
changes in fair value recognised directly in income statement in the
period in which they arise. The net gain or loss recognised in income
statement includes any dividend or interest earned on the financial

assets.

Loans and receivables

Loans and receivables (including advances to associates, advances
to investee companies, loans receivable, pledged deposits, securities
trading receivables and deposits, time deposits, bank balances and
cash) are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans and receivables are
carried at amortised cost using the effective interest method, less any
identified impairment losses. An impairment loss is recognised in income
statement when there is objective evidence that the asset is impaired,
and is measured as the difference between the assets’ carrying amount
and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset's recoverable amount
can be related objectively to an event occurring after the impairment
was recognised, subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been

recognised.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets (cont'd)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set out
above). At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative gain
or loss previously recognised in equity is removed from equity and
recognised in income statement. Any impairment losses on available-
for-sale financial assets are recognised in income statement. Impairment
losses on available-for-sale equity investments will not reverse in
subsequent periods. For available-for-sale debt investments, impairment
losses are subsequently reversed if an increase in the fair value of the
investment can be objectively related to an event occurring after the

recognition of the impairment loss.

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be reliably
measured. They are measured at cost less any identified impairment
losses at each balance sheet date subsequent to initial recognition.
An impairment loss is recognised in income statement when there
is objective evidence that the asset is impaired. The amount of the
impairment loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated future
cash flows discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not reverse in subsequent

periods.

—EBLEEH
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78 Chinese Estates Holdings Limited ZE A

BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are
classified according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an equity

instrument.

An equity instrument is any contract that evidences a residual interest in
the assets of the group after deducting all of its liabilities. The Group's
financial liabilities are generally classified into financial liabilities at fair
value through profit or loss and other financial liabilities. The accounting
policies adopted in respect of financial liabilities and equity instruments

are set out below.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss has two
subcategories, including financial liabilities held for trading and those

designated at fair value through profit or loss on initial recognition.

A financial liability is classified as held-for-trading if:

(i) it has been incurred principally for the purpose of repurchasing in
the near future; or

(i) itis a part of an identified portfolio of financial instruments that the
Group manages together and has a recent actual pattern of short-
term profit-taking; or

(i) itis a derivative that is not designated and effective as a hedging

instrument.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity (cont'd)

Financial liabilities at fair value through profit or loss (cont'd)

A financial liability other than a financial liability held-for-trading may be
designated as at fair value through profit or loss upon initial recognition
if:

(i)  such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise

arise; or

(i)  the financial liability forms part of a group of financial assets or
financial liabilities or both, which is managed and its performance
is evaluated on a fair value basis, in accordance with the Group's
documented risk management or investment strategy, and
information about the grouping is provided internally on that basis;

or

(i) it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 Financial Instruments: Recognition and
Measurement permits the entire combined contract (asset or

liability) to be designated as at fair value through profit or loss.

At each balance sheet date subsequent to initial recognition, financial
liabilities at fair value through profit or loss are measured at fair value,
with changes in fair value recognised directly in income statement in the
period in which they arise. The net gain or loss recognised in income

statement includes any interest paid on the financial liability.

Other financial liabilities

Other financial liabilities including creditors and accruals, securities trading
and margin payable, deposits and receipts in advance, bank and other
borrowings, amounts due to associates and amounts due to minority
shareholders are subsequently measured at amortised cost, using the

effective interest method.
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80 Chinese Estates Holdings Limited ZEA

BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity (cont'd)

Convertible bonds

Convertible bonds issued by the Company that contain both financial
liability and equity components are classified separately into respective
liability and equity components on initial recognition. On initial
recognition, the fair value of the liability component is determined using
the prevailing market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the convertible bonds
and the fair value assigned to the liability component, representing the
embedded call option for the holder to convert the bonds into equity, is

included in equity (convertible bonds — equity reserve).

In subsequent periods, the liability component of the convertible bonds is
carried at amortised cost using the effective interest method. The equity
component, represented by the option to convert the liability component
into ordinary shares of the Company, will remain in convertible bonds —
equity reserve until the embedded option is exercised (in which case the
balance stated in convertible bonds — equity reserve will be transferred
to share capital and share premium). Where the option remains
unexercised at the expiry date, the balance stated in convertible bonds
— equity reserve will be released to the retained profits. No gain or loss
is recognised in income statement upon conversion or expiration of the

option.

Transaction costs that relate to the issue of the convertible bonds are
allocated to the liability and equity components in proportion to the
allocation of the proceeds. Transaction costs relating to the equity
component are charged directly to convertible bonds — equity reserve.
Transaction costs relating to the liability component are included in the
carrying amount of the liability portion and amortised over the period of

the convertible bonds using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds

received, net of direct issue costs.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due
in accordance with the original or modified terms of debt instrument.
A financial guarantee contract issued by the Group and not designed
as at fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition,
the Group measures the financial guarantee contract at the higher of:
(i) the amount determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and (i) the amount initially
recognised less, when appropriate, cumulative amortisation recognised

in accordance with HKAS 18 Revenue.

Derivative financial instruments that do not qualify for hedge accounting
Derivatives that do not qualify for hedge accounting are deemed as
financial assets held for trading or financial liabilities held for trading.
Changes in fair values of such derivatives are recognised directly in

income statement.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred and
the Group has transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of a financial asset,
the difference between the asset's carrying amount and the sum of
the consideration received and receivable and the cumulative gain or
loss that had been recognised directly in equity is recognised in income

statement.

For financial liabilities, they are removed from the Group’s balance sheet
(i.e. when the obligation specified in the relevant contract is discharged,
cancelled or expires). The difference between the carrying amount of the
financial liability derecognised and the consideration paid or payable is

recognised in income statement.
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82 Chinese Estates Holdings Limited ZEA

BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Revenue recognition

Revenue from properties developed for sale is recognised on the
execution of a binding sales agreement or when the relevant occupation
permit or certificate of compliance is issued by the building authority,

whichever is the later.

Revenue from properties held for sale is recognised on the execution of
a binding sales agreement. Payments received from the purchasers prior
to this stage are recorded as deposits received on sales of properties and

are grouped under current liabilities.

Rental income, including rental invoiced in advance from properties
under operating leases, is recognised in income statement on a straight-

line basis over the term of the relevant lease.
Sale of securities investments are recognised on a trade date basis.

Brokerage income on dealings in securities and futures contracts and the
profit and loss on trade in securities and futures contracts are recognised

on the transaction dates when the relevant contract notes are executed.

Management fee income is recognised in accordance with terms of
respective agreements over the relevant period in which the services are

rendered.

Dividend income from investments is recognised when the Group's

rights to receive payment have been established.

Revenue from sales of cosmetic products is recognised when goods are

delivered and titles have been passed.

Interest income from a financial asset is accrued on a time basis by
reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset to that

asset's net carrying amount.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(p)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Taxation
Income tax expense represents the sum of the tax currently payable and

deferred tax.

The tax currently payable is based on taxable profit for the year. Taxation
profit differs from profit as reported in consolidated income statement
because it excludes items of income or expense that are taxable or
deductible in other years, and it further excludes items that are never
taxable and deductible. The Group's liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the

balance sheet date.

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

accounting profit.

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

to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised. Deferred
tax is charged or credited to consolidated income statement except when
it relates to items charged or credited directly to equity, in which case the

deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to income
taxes levied by the same taxation authority and the entity intends to

settle its current tax assets and liabilities on a net basis.
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84 Chinese Estates Holdings Limited ZFEABXEHE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(q)

()

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

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

All other leases are classified as operating leases.

The Group as lessor

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

term.

The Group as lessee

Rentals payable under operating leases are charged to consolidated
income statement on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense over the

lease term on a straight-line basis.

Foreign currencies

The consolidated financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation currency.
In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not

retranslated.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(r)

(s)

)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Foreign currencies (cont'd)

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in income
statement in the period in which they arise. Exchange differences
arising on the retranslation of non-monetary items carried at fair value
are included in income statement for the period except for differences
arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in which cases, the

exchange differences are also recognised directly in equity.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are translated
into presentation currency of the Group (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the balance sheet date, and their income
and expenses are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during the period, in
which case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised as a
separate component of equity (the translation reserve). Such exchange
differences are recognised in income statement in the period in which

the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs ceases when the assets are

substantially ready for their intended use or sale.

All other borrowing costs are recognised in income statement in the

period in which they are incurred.

Retirement benefits costs
Payments to defined contribution retirement benefit schemes are
charged as an expense when employees have rendered service entitling

them to the contributions.
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86 Chinese Estates Holdings Limited ZEA

BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(u)

v)

(w)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Provisions

Provisions are recognised when the Group has a present obligation as a
result of a past event, and it is probable that the Group will be required
to settle that obligations. Provisions are measured at the Directors’
best estimate of the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value where the effect

is material.

Prepaid lease payments
Payment for obtaining land use rights accounted for as prepaid lease
payments and are charged to consolidated income statement on a

straight-line basis over the lease terms.

Related party transactions
A party is considered to be related to the Group if:

(i)  the party, directly or indirectly through one or more intermediaries,
(a) controls, is controlled by, or is under common control with,
the Group; (b) has an interest in the Group that gives it significant

influence over the Group; or (c) has joint control over the Group;

(i)  the party is an associate;
(i)  the party is a jointly-controlled entity;

(iv) the party is a member of the key management personnel of the

Group or its parent;

(v)  the party is a close member of the family of any individual referred
to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power
in such entity resides with, directly or indirectly, any individual

referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan for the benefit of the
employees of the Group, or of any entity that is a related party of
the Group.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

x

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Segment reporting

A segment is a distinguishable component of the Group that is engaged
in providing products or services (business segment), or in providing
products, or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are

different from those of other segments.

In accordance with the Group's internal financial reporting, the Group has
determined that business segment be presented as the primary reporting

format and geographical segment as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items
directly attributable to a segment as well as those that can be allocated
on a reasonable basis to that segment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances and
intra-group transactions which are eliminated as part of the consolidation
process, except to the extent such intra-group balances and transactions
are between group companies within a single segment. Inter-segment
pricing is based on similar terms as those available to other external

parties.

Segment capital expenditure is the total cost incurred during the period
on additions of segment assets (both tangible and intangible) that are

expected to be used for more than one period.
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88 Chinese Estates Holdings Limited FEABXEHE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are described
in note 3, management is required to make judgments, estimates and
assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be

relevant. Actual results may differ from these estimates.

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

periods.

Critical judgments in applying accounting policies

The followings are the critical judgments, apart from those involving estimations,
that management has made in the process of applying the Group's accounting
policies and that have the most significant effect on the amounts recognised in

the consolidated financial statements.

Fair value and impairment of available-for-sale financial assets

As described in note 5, the management use their judgment in selecting an
appropriate valuation technique for financial instruments not quoted in an
active market. Valuation techniques commonly used by market practitioners
are applied. The Group's unlisted equity instruments with carrying amount of
approximately HK$229,954,000 (2006: HK$258,549,000) are valued using
a discounted cash flow analysis based on assumptions supported, where
possible, by observable market prices or rates. The estimation of fair value of
these equity instruments also includes some assumptions not supported by

observable market prices or rates.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

4. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(cont'd)

Critical judgments in applying accounting policies (cont'd)
Impairment loss in respect of accounts receivable

The policy for impairment loss in respect of accounts receivable of the Group
is based on the evaluation of collectability and aging analysis of accounts
and on management's judgment. A considerable amount of judgment is
required in assessing the ultimate realisation of these receivables, including the
current creditworthiness and the past collection history of each debtor. If the
financial conditions of debtors of the Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be

required.

Investment properties

As described in note 21, investment properties are stated at fair value
based on the valuation performed by independent professional valuers. In
determining the fair value, the valuers have based on method of valuation
which involves certain estimates. In relying on the valuation report, the
management has exercised their judgment and is satisfied that the method
of valuation is reflective of the current market conditions. Should there are
changes in assumptions due to change of market conditions, the fair value of

the investment properties will change in future.

Income taxes

As at 31st December, 2007, a deferred tax asset of approximately
HK$89,682,000 (2006: HK$86,049,000) in relation to unused tax losses has
been recognised in the Group's consolidated balance sheet. The realisability
of the deferred tax asset mainly depends on whether sufficient future profits
or taxable temporary differences will be available in the future. In cases where
the actual future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the income

statement for the period in which such a reversal takes place.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT

The Group’s major financial instruments include equity investments,
borrowings, loan receivables, trade receivables, trade payables, derivative
financial instruments, financial guarantee liabilities, equity-linked notes, time
deposits and bank balances. Details of these financial instruments are disclosed
in respective notes. The risks associated with these 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.

Market risk

() Currency risk
The majority of the Group’s monetary assets and monetary liabilities
by value and the rental income are denominated in Hong Kong dollars
("HK$"), except certain equity investments and equity-linked notes are
denominated in foreign currencies. The currency exposure arising from
the equity investments and equity-linked notes is mitigated primarily
through borrowings denominated in the relevant foreign currencies.
Certain cash and bank balances are denominated in United States dollars
and Renminbi (“RMB"). The conversion of RMB into other currencies
is subject to the rules and regulations of foreign exchange control
promulgated by the PRC government. The Group is exposed to foreign
exchange risk in respect of exchange fluctuation of HK$ against RMB.
The Group currently does not have a foreign currency hedging policy in
respect of foreign current assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging significant

foreign currency exposure should the need arise.

(i) Cash flow interest rate risk
The Group has interest bearing assets and variable-rate borrowings
including advances to associates and bank and other borrowings, and
is therefore exposed to cash flow interest rate risk (see note 29 and
note 41 for details). The Group currently does not have an interest
rate hedging policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate exposure

should the need arise.

The Group's cash flow interest rate risk is mainly concentrated on the

fluctuation of HIBOR, prime rate or the inter-bank borrowing rate.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5.

FINANCIAL RISK MANAGEMENT (cont'd)

Market risk (cont’d)

(i)

(i)

Cash flow interest rate risk (cont'd)

The following demonstrates the sensitivity to a reasonable possible
change in interest rates for interest bearing advances to associates
and variable-rate borrowings, with all other variable held constant, of
the Group's profit before tax (through the impact of floating rates in

advances to associates and borrowings).

If the floating rates had been 50 basis points higher/lower, the Group's:

profit before tax for the year ended 31st December, 2007 would
decrease/increase by approximately HK$64,700,000 (2006:
HK$52,300,000). This is mainly attributable to the Group's

exposure to interest rates on its variable-rate borrowings.

The Group's sensitivity to interest rates has increased during the current

year mainly due to the increase in variable-rate debt instruments.

Price risk

The Group's equity investments classified as available-for-sale
investments and investments held-for-trading which are measured at
fair value at each balance sheet date and expose the Group to equity
price risk. The Group's equity price risk is mainly concentrated on
equity securities operating in banking, insurance, construction industry
and supply chain industry sectors quoted in the Stock Exchange. The
management manages this exposure by maintaining a portfolio of
investments with different risk profiles. In addition, the Group has
appointed a special team to monitor the price risk and will consider

hedging the risk exposure should the need rise.

Annual Report 2007 —ZEZE+HFFH 91

fre MR RAR I

BE-PELEF A= —FIEE
5. BHREREE(E)

5 (&)

() Bz uEFEmE (&)
AR ER R EMEHEFTZE B0
T AEBERBAG N E RS R R
EREMEREREZNEHR AR R
B 2 UM CEBIF BB E R RIRIA
REEMERZZE) -

S B AR BT FRK 50 fEER - Rl :

. AEEHE-_TTLF+_A=1—
H 1k [Z 2 B8R A i PR K 1%
AM#) 64,700,000 7 ( ZTEXF ¢
52,300,000 7T) © LT3 F ZHMAK
SEAZ ZZBEEZFERR o

AERERFRNEMNRZBRE LT - T2
REAAZEEETIREZFE LM -

Gip)  1E1SER
AEEZBEREBRGERERFEER
BRE  EREHYERATEFES
ARRIEERERE - AREZRERR
IBEPREBIMBREZRT - R
EEELHERE T ERMLE ZRAE
% o BEBIARIZARERKFOREE
AEHIABRR - 1IN REBCRER
ANEEEBRER XN BEEEEY
e



92 Chinese Estates Holdings Limited FEABXEHE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

Market risk (cont’d)
(iii)  Price risk (cont'd)
Sensitivity analysis
The sensitivity analyses below have been determined based on the

exposure to equity price risk at the reporting date.
If equity prices had been 5% higher/lower, the Group's:

profit before tax for the year ended 31st December, 2007 would
increase/decrease by approximately HK$18,400,000 (2006:
HK$7,100,000). This is mainly due to the changes in fair value of

investments held-for-trading; and

securities investments reserve would increase/decrease by
approximately HK$569,500,000 (2006: HK$409,000,000) as
a result of the changes in fair value of listed available-for-sale

investments.

The Group's sensitivity to equity prices has increased during the current

year mainly due to the increase in equity investments by value.

Credit risk

The Group's maximum exposure to credit risk in the event of the counterparties
failure to perform their obligations as at 31st December, 2007 in relation to
each class of recognised financial assets are: (a) the carrying amount of those
asset as stated in the consolidated balance sheet; and (b) financial guarantee
provided by the Group which is the amount of contingent liabilities in relation
to financial guarantee issued by the Group. In order to minimise the credit risk,
the management has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at each balance sheet date to
ensure that adequate impairment losses are made for irrecoverable amounts.
In this regard, the Directors consider that the Group's credit risk is significantly

reduced.

The Group's concentration of credit risk by geographical locations is mainly in

Hong Kong.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

Liquidity risk
The Group manages liquidity risk by maintaining adequate bank deposits and
cash, monitoring forecast and actual cash flows and matching the maturity

profiles of financial assets and liabilities.

The liquidity risk is under continuous monitoring by management. Reports
with maturity dates of bank borrowings and thus the liquidity requirement are
provided to management for review periodically. Management will raise or

refinance bank borrowings whenever necessary.

The table below analyses the Group's financial liabilities that will be settled
into relevant maturity groupings based on the remaining period at the balance
sheet date to the contractual maturity date. The amounts disclosed in the table
are the contractual face value without applying discounted cash flow model
based on the earliest date on which the Group can be required to pay, was as

follows:
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

BEXEE

5. FINANCIAL RISK MANAGEMENT (cont'd)

Liquidity risk (cont’d)

Derivative financial liabilities

Derivative financial instruments

Non-derivative financial liabilities
Borrowings

- Current

- Non-current
Convertible bonds
Creditors and accruals
Securities trading and margin payable
Amounts due to associates

Amounts due to minority shareholders

Total

At 31st December, 2007 and 2006, it was not probable that the counterparties
to the financial guarantee contracts will claim under the contracts. Consequent,

the carrying amount of financial guarantee contracts of HK$618,000 (2006:
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

Fair value of financial instruments
The fair value of financial assets and financial liabilities are determined as

follows:

the fair value of financial assets and financial liabilities with standard
terms and conditions and traded on active liquid markets are determined

with reference to quoted market bid prices and ask prices respectively;

the fair value of derivative instruments are determined based on the

quoted prices provided by the securities’ broker; and

. the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models based
on discounted cash flow analysis using the estimated future cash flows

and the current market rate of return.

The Directors consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost on the consolidated financial

statements approximate their fair values.

6. CAPITAL MANAGEMENT

The Group' primary objectives when managing capital are to safeguard the
abilities of the entities in the Group to continue as a going concern, so that
it can continue to provide returns for shareholders and benefits for other
stakeholders, by pricing products and services commensurately with the level

of risk and by securing access to finance at a reasonable cost.

The Directors actively and regularly review and manage the Group's capital
structure to maximise the returns to shareholders through the optimization of
the debt afforded by a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions. The Group’s overall

strategy remains unchanged from 2006.

—SBLEEH
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

6. CAPITAL MANAGEMENT (cont'd)

During the year ended 31st December, 2007, the capital structure of the
Group mainly consists of debts, which include borrowings from banks and
financial institutions, time deposits, bank balances and cash, and equity
attributable to equity holders, comprising issued capital, reserves and retained
profits respectively. The Directors consider the cost of capital and the risks
associated with each class of capital to monitor its capital structure on the
basis of a gearing ratio. The Group has a target gearing ratio of 30% - 50%,
determined as the proportion of net debt to equity. This ratio is expressed
by as a percentage of net borrowings over the total equity. Net borrowings is
calculated as total borrowings (as shown in the balance sheet) less cash and

cash equivalents.

ire BRI

BE-FErE+-A=+—HLFE
6. EAEE(E)

BE-_ZTLE+_A=+—HALEE A&
CEANBRFEREL (BRERITRSRBEY
BE) THEFEXR - BITEHRRIR S U RRARE
HEE AEIGRERSAER - DRI BIEE BT -
BERRBET EREGEEREAZRARE
BERAEEZRAR  WEEFLREEEER
B - AEEZEEABLEZBIZA30%E
50% ?;?1%5‘“5%‘@&1%%2&%”% o LR K
MAEEFELERSZ AL - BEFEIE
BEE (L é@ﬁﬁﬁﬁﬁm)ﬁfﬁi&iﬁﬁ%ﬁlﬁ
BEtH -

The gearing ratios at 31st December, 2007 and 2006 were as follows: RIETLER-_TEREL_A=+—HILF
EZEEARENT :
2007 2006
HK$'000 HK$'000
FET FET
Borrowings — due within one year (i) BE——FREE () 2,949,269 11,004,204
Borrowings — due after one year (i) fEE——F R0 9,380,589 3,709,340
Convertible bonds (i) RIHRARIE Z (i) - 279,689
Total debts BB 12,329,858 14,993,233
Cash and cash equivalents (iii) RekReFEAA (i) (6,653,554) (8,120,777)
Net debt HET 5,676,304 6,872,456
Net debt HHETS 5,676,304 6,872,456
Listed securities investments LIEHRE RMEERD (V)
and treasury products (iv) 11,808,001 8,376,377
Net cash position WE MR FHE
(listed securities investments and treasury (EmEHRER
products excess of net debt) HEERENRERS) 6,131,697 1,503,921
Total equity (v) IR AR 5 42FE (v) 47,665,533 35,962,634

Net debt to equity ratio (excluding listed securities /?Tsziﬁiﬂxﬁﬁé mbE (TaiE
investments and treasury products) MRARERVEER) 11.9% 19.1%
Net debt to equity ratio (including listed securities /?TE T E R AN s b 2 (BIE

investments and treasury products) mEFRELRVEER)

Net cash position Net cash position
REmn #E BEARIFEE



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

6. CAPITAL MANAGEMENT (cont'd)

(i)  Borrowings are as detailed in note 41;

(i)  Convertible bonds are as detailed in note 43;

(i) Cash and cash equivalents comprise pledged deposits, time deposits,
bank balances and cash at the balance sheet date;

(iv) Listed securities investments and treasury products are as detailed in
note 30, 31, 33 & 38;

(v)  Total equity includes all share capital, reserves and minority interests at

the balance sheet date.

The decrease in net debt to equity ratio was due to an increase in total
equity and a decrease in net borrowings. Increase in total equity was mainly
attributable from the profit retained for the current year and fair value gains on

available-for-sale investments recognised in equity.

In relation to brokerage business, Fair Eagle Finance Credit Limited, Fair Eagle
Futures Company Limited and Fair Eagle Securities Company Limited, three
wholly owned subsidiaries of the Company, are required to maintain financial
resources in accordance with the specified amount requirements that apply
to them under the Securities and Futures Ordinance imposed by Securities
and Futures Commission. The requirements are internally reviewed on a daily
basis and reports are required to submit to Securities and Futures Commission

monthly. Full compliance is observed during the year.

In relation to the formation of the wholly foreign-owned enterprise for carrying
out property development business in the PRC, the Group is required to pay up
the specified amount of registered capital for two wholly owned subsidiaries,
namely Evergo Real Estate (chengdu) Company Limited and 3 & & % (5
#) BPRAE] (Evergo Enterprises (Chengdu) Company Limited) in 2006 and
2007 respectively. At the balance sheet date, all the required registered capital
was paid up within the specified time in accordance with the relevant laws,

rules and regulations of the PRC.

Save as disclosed, neither the Company nor any of its subsidiaries are subject

to externally imposed capital requirements.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

7. TURNOVER

Turnover represents the aggregate of amounts received and receivable from
the sales of investments held-for-trading, sales of properties held for sale,
property rental income, commission from brokerage, settlement charges from
brokerage, interest income from loan financing and cosmetic goods sold less

returns.

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into five operating

divisions — property development and trading, property leasing, money lending,

listed securities investments and treasury products and unlisted securities

investments, investment holding and brokerage. These divisions are the basis

on which the Group reports its primary segments information.

Principal activities are as follows:

Property development and trading —  Property development and sales
of properties

Property leasing —  Property rental

Money lending —  Loan financing

ire BRI

BE —EETLFEf—H=+—HIFFE
7. EEFEE

EERBROURMERCHEREEEZRER
A HEREREDERA - WEESRA - &
RE  RERBZRXZEM - EFREEN B
AR RER 2 iminE 2 B8 -

8. WEKIMINE D 2 E R

BREE D

REBEEMS AEEZEKBANAI D RAE
REBHY—MEERLEER  WEHEE  HE -
R EMIEERANEETRESRE -
BRERBR RIS - ZFH0 RAKE PR
TENRERZEE -

Listed securities investments and

treasury products

Unlisted securities investments,

investment holding and brokerage

Listed securities investments and
trading, over-the-counter trading
and structured products

Unlisted securities investments,

trading and brokerage

TERBEEBWT:
MEERIEE - DEEERE
ISEYES kS
MEME - PEEE
& -  EBEXmE
EhREFRE LEhRESFRE
N EEm REE - 5HIRS
KR IEER
FLETESRE FELTERRE
BEER L BB MR

R H RS



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Segment information about these businesses is presented below:

INCOME STATEMENT
For the year ended 3 1st December, 2007

Turnover

Tumover from

external customers

Result

Segment result

Unallocated corporate

expenses, net

Finance costs on listed
securities investments and

treasury products
Other finance costs

Other gains and losses, net

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

RENREPLEER

8

GECES

ik PANE L

ERESFRER
HEEMZ
SHER

HEBER

EpaERERFE

RIS

AERE
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iR e MR RR I

BE-PELEF A=A

8.?%%&%@%%2%%

ilfif}

II,\>
UTF2MEEEH 2 HREH -

TEES
BE-STtE+-AZ+—ALER

Unlisted

Listed  securities
securities investments,
investments investment
and holding and

Property treasury  brokerage Other
development products #L% operations/
and trading  Property Money  LW#% E%RE- unallocated
NERE  leasing  lending RER REBRE Hft%%/ Consolidated
REE  WxHE BE BEER  RLRE LS e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn FiEx FiEn FiEn TiEx TiEn
3,403,535 173,331 15,156 4,151,559 99,083 4201 8,446,865
947,959 17,124,591 15,156 1,318,761 351,365 1343 9,759,175
(203,564)
- - - (8,73 - - (1187133
(456,691)
- (1,884) - - - (69.769)  (71,653)
43601 91,124 (299) - 8481 66924 601,431
9,509,965
(1,177,097)

8,332,868
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

BALANCE SHEET
At 31st December, 2007

Assets EE

Segment assets NEEE

Interests in associates BEDRES
Advances to associates BRBERRTE
Unallocated corporate assets RAE AAAE
Liabilities &

Segment liabilties HERRE
Unallocated corporate liabilties APEZRAIRR

Property

development
andtrading  Property
NEBR  leasing
REE  NxHE
HK$'000 HK$'000
TER TER

4,739,908 45,052,164

442,287 615,901

1,170,405 176,100

25,039 553,288

= A
ire

VIS ERA M

BRE _FEE+F T A=, —HIFE

8. MEHRIMELES 2 AN

&)

EERER
R-EZtF+_A=+—H

Money
lending
B&
HK$'000
TER

64,546

(251)

6,123

57

Listed

Unlisted
securities

securities investments,

investments investment

and holding and

treasury
products
twEs

RER
HEER
HK$'000

TER

12,268,020

228,503

brokerage
kL

RALERR
LR
HK$'000

TRR

1,891,023

285,490

Other
operations/
unallocated
Hit£%,/ Consolidated
ko8 &4
HK$'000 HK$'000
T TiEn
58,332 64,073,993
152,999 1,210,936
113 1,352,741
16,637
66,714,307
29,653 1,122,030

17,926,744

19,048,774
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Notes to the Consolidated Financial Statements 434 BA R IREHTEF
For the year ended 3 1st December, 2007 BHE_FTTLF+_A=+—HIFE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. WEWBNMIFE D zER
(cont'd) (

et

ne<x

OTHER INFORMATION HitpEs
For the year ended 31st December, 2007 BHE_ZZ+F+_A=+—HILFE
Unlisted
securities
investments,
investment
holding and
Property brokerage
development ¥Etm
and trading Property BERE Other
NEBRE leasing REERR operations  Consolidated
REE NERE BRRH A% e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL TERL TR TERL TER
Capital additions A7 1,221,355 444,407 195,588 14,300 1,881,650
Depreciation ik - 16,090 - - 16,090
Amortisation B 24,867 609 - 1,430 26,906

Other non-cash expenses A FRERR - 1,884 - - 1,884
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= A
ire

VIS ERA M

BRE _FEE+F T A=, —HIFE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8.

(cont'd)

INCOME STATEMENT

For the year ended 31st December, 2006

Turnover

Tumover from external
customers

Result

Segment result

Unallocated corporate
expenses, net

Finance costs on listed
securities investments and
treasury products

Other finance costs

Other gains and losses, net

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

RENHEFLEXE
£

GEE

.

APEZ RAXMFRE
EESRE
REERZ
HHER
HHHER
EfhEREEER
NI
WAL
B

REEER

i

(%)

BEB RMEE D 2 B R

W&
HE-ZZNF+_A=+—HIFE
Unlisted
Listed securities
securiies — investments,
investments  investment
and  holding and
Property treasury  brokerage Other
development products FEEW operations/
and trading Property Money — LWi#E%H  #HHRE.  unallocated
ES leasing lending BER REBRBR  EMER/ Consolidated
REE  N#HE HmE  HEEm  BRERE F# e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TAT TAT TR TAT Thx TR
10,700 667913 9976 4040018 35,182 - 4763789
(194762) 7528646 9976 868217 266,156 - 8478233
(154,757)
- - - (178995 - - (178995
(274524)
- 56,892 - - - 995 57,887
1,010,296 111,622 58 - 7618 5573 1,135,167

9,063,011
(1505,924)

7,557,087
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For the year ended 3 1st December, 2007
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T

BE-PELEF A= —FIEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. WEKKMIGE S 2ER
(

(cont'd)

BALANCE SHEET

At 31st December, 2006

Assets

Segment assets

Interests in associates

Advances to associates

Unallocated corporate assets

Liabilities

Segment liabilities

Unallocated corporate liabilities

BN

ANBZREEE

Property
development
and trading
NEYR
RERE
HK$'000
TEL

5,614,067

816,713

753511

872,095

Unlisted

Listed securities
securities  investments,
investments  investment
d  holding and
freasury  brokerage

products ¥t

Property Money — LWiE%H  EHRRE-
leasing lending RER  REERR
NERE mE  HEEm  BERE
HK$'000 HK$'000 HK$'000 HK$'000
TAT TR TAT TAT

a

>

38,172,801 66,008 10,663,250 664,772

513,885 43 - -
169,054 9,096 - -
316,260 9 4067818 218327

=

Other

operations/

unallocated
%%,/ Consolidated
Ko# ma
HK$'000 HK$'000
Thr Tisn

38251 55219,149
65710 1,396,351
- 931,661
87,166

57,634,327

40,731 5515330
16,156,363

21,671,693
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

OTHER INFORMATION

For the year ended 3 1st December, 2006

Capital additions
Depreciation
Amortisation

Impairment losses recognised in
the income statement

Other non-cash expenses

Geographical segments

BRI

e

B

AU S R AR
ZR{ERE

HAIFR M

No further geographical segment information is presented as the activities of

the Group carried out in Hong Kong and the assets of the Group located in

Hong Kong is the only major geographical segment of the Group.

9. OTHER INCOME

Included in other income are:

Building management fee income

Building management fee expenses

Exchange gain, net

Management fee income

HADRA B -

EE 34 et 5 88
EEBERA

ire R

BE-FTrE+-A=+—HIEE

8. REBRIINESHZEN
(&)

BHE_ZZEXF+T_A=+—HILFE

Property
development
and trading Property
MEER leasing  Consolidated
REE MEMEE )
HK$'000 HK$'000 HK$'000
TET THET THET
2,547,170 897,110 3,444,280
- 14,235 14,235
- 609 609
200,000 - 200,000
- 13,474 13,474
Pgia 7 {a

AR ANEEREBNE X R AREBUNEE
ZEEDAERz— T 2R OBER - FEit
W — S 25K B D 2 ERY -

9. HAHA

2007 2006

HK$ 000 HK$'000

FET FAT

56,879 59,281
(38,940) (37,882)

17,939 21,399

3,451 -

- 1,159




Notes to the Consolidated Financial Statements 434 BA R IR EHEF

For the year ended 3 1st December, 2007

10. INVESTMENT INCOME, NET

Gain on financial assets at fair value through
profit or loss classified as held-for-trading:
Unrealised gain on investments

held-for-trading

Financial assets at fair value through profit or loss
classified as designated:

Unrealised (loss) gain on equity-linked notes

Realised gain (loss) on equity-linked notes

Net loss on financial assets at fair value

through profit or loss classified as designated

Financial liabilities at fair value through profit or loss
classified as held-for-trading:
Unrealised gain (loss) on derivative
financial instruments
Realised gain (loss) on derivative financial

instruments

Net gain (loss) on financial liabilities at fair value

through profit or loss classified as held-for-trading

Realised gain on bonds
Transfer from equity on disposals of
available-for-sale investments
Other investment income
Dividend income on:
Listed investments
Unlisted investments
Interest income
Imputed interest on:

Advances to associates

Annual Report 2007

—ZTLFFHR 105

BRE2_FEELF _A=1—HIFE

10. IKE WA FEE

2007 2006
HK$'000 HK$'000
FHET FHT
BATEFAREREDEA
FHEEE 2 W5 & BE Was
BHEEE 2 IRE 2 REH M=
20,372 5,066
BATHES AR EmE
WHOBRIBIR MBEEE -
IREHMATIE 2 RFIR
(B8) W= (46,311) 2,366
IREHATSE 2 B #FIR
e (E18) 2,427 (17,632)
BATHES ARG R
WHRREIR MGEE
EEFE (43,884) (15,266)
BATEFAREREDEA
FEEEZUBAE
PTHESBT Az RER
Wz (518) 51,925 (16,555)
PTESMTAZBEEH
Was (518) 65,868 (59,940)
RATHEF A R D RIS E
BB A ERR (B18) 58 117,793 (76,495)
&% BRI - 8
B E IR & R B IR 7S 2 4 13
888,684 233,012
EHAbEWA - 11,968
REMA
FRE 89,986 69,597
I EmigE 65,755 83,746
FEUA 227,292 461,315
BENE
LN S 33,073 60,284
1,399,071 833,235
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BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

10. INVESTMENT INCOME, NET (cont'd)

Included in interest income are interest from equity-linked notes & bonds and
derivative financial instruments amounted to approximately HK$12,000,000
(2006: HK$245,000,000) and approximately HK$51,000,000 (2006:
HK$137,000,000) respectively.

1. OTHER EXPENSES

Included in other expenses are: HRAZaE
Amortisation of intangible assets | R
Expenses for specific transactions RERFRX
Impairment loss recognised in respect of FLEMER IR
accounts receivable 2 HEEE

12. ASSET CLASSIFIED AS HELD FOR SALE

On 27th December, 2006 and 8th December, 2006, Superkey Development
Limited and Boria Enterprises Limited, indirect wholly owned subsidiaries of
G-Prop (Holdings) Limited (“G-Prop”), which was a 50.1% interest subsidiary
of the Group as at 31st December, 2006, entered into sale and purchase
agreements with two independent third parties (“the Purchaser”) in relation to
the disposals of a car park located at No. 4106, 4/F., Bank of America Tower,
12 Harcourt Road, Hong Kong (the “Car Park”) and property located at 3rd
Floor, Chung Kiu Godown Building, 63-71 Lei Muk Road, Kwai Chung, New
Territories, Hong Kong (the “Property”) at considerations of HK$538,000 and
HK$8,800,000 respectively. The Car Park was satisfied by the Purchaser in cash
and completed on 19th January, 2007 and the Property was satisfied in cash
and completed on 31st May, 2007. In accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations, the above investment
properties have been presented as assets classified as held for sale in the

consolidated balance sheet as at 3 1st December, 2006.

ire R

BE-FErF+-A=+—HLEE
10. REWANFEE (8)

FLBMWA Z R B ERE AR REHFURITAE
S ET B2 FE 554 12,0000008 T (ZEF
74 1245,000,00078 7T, ) & #951,000,0008 70 (=
TN 1 137,000,000787T) ©

AH

11, B
2007 2006
HK$'000 HK$'000
FET FET
1,430 -
8,374 —
- 38

12. 7| BEHEREZEE

RIBEREF+T AT HRARZZTRE+=

ANB  REBRZZEZRF+-_A=+—8H14
501%#Em s MBATRISERCEBRAA( &
ENzHEEZENBARBHERERARKRE
KIEEBRAREMBBILE=F([EF ] EIAL
BB - 9 AIRES538,000/87T K 8,800,000
BLTHERBERBNREEDRITPO4E
4106 SREEAL ({280 ]) R A BB REF
AAREEI7RFBEERNEIBZYEAY
) HEFBNEHEFIR-_ZETLF—AH
TNAEUREX N RTK  HEMEHREFTNZ
EELFRAA=-T—HURS I RTEK - 1BIE
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Notes to the Consolidated Financial Statements 45 & B &SRRz M1+

For the year ended 3 1st December, 2007

13. PROFIT FOR THE YEAR

BE-PELEF A= —FILEE

13. XEEm T

2007 2006
HK$°000 HK$'000
FET FHET
Profit for the year has been arrived at after NEEHNE
(charging) crediting: (FOBR)EFA
Total staff costs: BIREMAE
Staff costs, including Directors’ emoluments EENN(BREESHE) (94,997) (86,432)
Retirement benefits scheme contributions, RIREFIFT B - 0BR
net of forfeited contributions of HK$197,000 B2 Y5k 197,000 7T
(2006: HK$473,000) (ZZFZTRF 1 473,000/87T) (4.268) (3,517)
(99,265) (89,949)
Auditors’ remuneration ZER NS (1,925) (3,505)
Depreciation e (16,090) (14,235)
Amortisation By (609) (609)
Cost of investments held-for-trading recognised BEEE 2 IR E A TER (3,963,100) (3,761,509)
Cost of trading properties recognised B EMERARRER (2,240,217) (5,345)
Cost of cosmetic products recognised {bAh BB ANFERR (1,300) -
Share of tax of associates BREE A RITIA
(included in share of results of associates) (BFr AR E A RIZER) (89,152) (227,267)
Gain on disposals of investments held-for-trading FAENZHEE
included in gross profit: FHIEEERE 2
Increase in market value of investments HEEERE
held-for-trading 2 hEE 186,960 256,613
Realised exchange (loss) gain on translation of BERFEERE
investments held-for-trading ZEEREL (F1E) W (4.191) 14,255
182,769 270,868
Gross rental income from investment properties BEWERSWALE 773,331 667,913
Less: Direct operating expenses from investment B FAEEHESRA
properties that generated rental income ZIREME
during the year HELERY (59.160) (48,864)
Direct operating expenses from investment FRIWEEEESWA
properties that did not generate rental GBI
income during the year BEREEERY (13,144) (11,652)
701,027 607,397
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Notes to the Consolidated Financial Statements 454 BAFSERFT M T
BTt = —HIEE

For the year ended 3 1st December, 2007

14. FINANCE COSTS

Interest on:
Bank loans wholly repayable within five years
Bank loans wholly repayable over five years
Other loans wholly repayable within five years

Amounts due to minority shareholders

Imputed interest on:
Amounts due to associates
Amounts due to minority shareholders

Convertible bonds

Total interest
Exchange loss on translation of foreign
currency loans

Other finance costs

Less: Interest capitalised to stock of properties
under development
Less: Interest capitalised to investment properties

under development

14. BI 158 B

2007 2006
HK$'000 HK$'000
FHET FAT
FE
ARAFREHERZFEITER 522,265 345,606
HARRAFEREHER ZIRITER 1,633 1,760
ARAFREHEEZHEMER 106,427 156,393
X8 LHARRFIE 21,756 33,278
652,081 537,037
HEFE
KB E N AR 1,006 985
X8 LHARRFIE 2,751 16,726
AR ES 4,050 21,187
7,807 38,898
T B sazE 659,888 575,935
NS B IRIE H B8
12,306 22,602
HEmeisE A 4,242 3,324
676,436 601,861
W BRBERPYE
FERARNEZHE (40,602) (92,979)
B BRBEEPRE
MEER 2 FE (60,410) (55,363)
575,424 453519




Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

15. OTHER GAINS AND LOSSES, NET

Included in other gains and losses, net are:

Impairment loss reversed in respect of

advances to associates

Impairment loss recognised in respect of

advance to an associate

Gain on disposal of a subsidiary (Note)

Gain on deemed disposal of interest in an associate

Gain on disposal of an associate

Loss on conversion of convertible bonds by

cash settlement

Discount on acquisition of a subsidiary

Note: Gain on disposal of a subsidiary arose from disposal of 15.11% interest in G-Prop

by placing on 7th June, 2007.

16. DIRECTORS' EMOLUMENTS

Fees and other emoluments paid or payable to each of the 5 (2006: 7)

directors for the years ended 31st December, 2007 and 2006 were as follows:

Mr. Joseph Lau, Luen-hung
Mr. Thomas Lau, Luen-hung
(resigned on 15th December, 2006)

Mr. Lau, Ming-wai
(appointed on 15th December, 2006)

Mr. Koon, Wing-yee
Mr. Chan, Kwok-wai
Mr. Cheng, Kwee

Ms. Phillis Loh, Lai-ping

=l
I
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Hitpe st M ERF B

BEATER &R R IR R
ZRMEEE

BB — B & A R RS
ZR(ERER

& — IR B 2 Al ke (i aE)

BIEHE — B A R e

HE—HEBZ A RS

AR B 7 LA A
(Eezpd =t

WiE — R B A R aE

16. ==

REE - ET+FL_ZTENF+_F=+—H
FHFEEENNENTRRES(ZTTRF  t

15. Efb iz & g5 18 =58

2007 2006
HK$°000 HK$'000
FH BT
1,719 897
(1,884) (13,474)
158,212 -
5,103 -

- 70,366
(236,705) -
624 -

i HE—FEMNBRRREDAR - FEEF AL

AUREFALESEZ 15.11% %5 ©

N

N
i

H)EBzBEREMMEMT

2007 2006
Salaries Salaries
and other and other
emolument emolument
Fee &R Total Fee ek Total
we Hite st we  Hitie HEt
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
TET TAT FEn FAET FAET FAET
Elieyist - 3,600 3,600 - 3,600 3,600
Bt - - - - 2,290 2,290
(R-FENF
FZA+AEAFT)
2Bt - 1,200 1,200 - 55 55
(R-FENF
FZA+EAEER)
BKELE - - - 6 - 6
BREIE L& 180 - 180 150 - 150
BELE 180 - 180 150 - 150
EBYLL 180 - 180 140 - 140
540 4,800 5,340 446 5,945 6,391
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16. DIRECTORS" EMOLUMENTS (cont'd)

No Directors waived any emoluments for the years ended 31st December,
2007 and 2006.

17. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in the Group, two
(2006: two) were executive directors of the Company whose emoluments
are included in the disclosures in Note 16 above. The emoluments of the
remaining three (2006: three) individuals disclosed pursuant to the Listing

Rules were as follows:

Salaries and other benefits

Retirement benefit scheme contributions

Their emoluments were within the following bands:

ire MR

R —FEE+F A=, —HIFE

16. EFM< (8)

EEBERNHE_ETLER_TERF+ A
=T RUEFEAREZREEMME

17. EEM®

AEEREESFMALS  ME(ZTTRF
MB) BRRBMITESR  REZFME N EX
MIFE 164K 5 - @R EMBRAREZHRT=5(=
ETRF  =Z2) AL ZM2WT

2007 2006
HK$'000 HK$'000
FTET TAT
3,588 3,296
238 166
3,826 3,462

KEZHED TSR

Number of employees
BEAH
2007 2006
Nil — HK$ 1,000,000 4% —1,000,000 7T 1
HK$1,000,001 — HK$1,500,000 1,000,001 #7T— 1,500,000 #7T 1 0
HK$1,500,001 — HK$2,000,000 1,500,001 77T — 2,000,000 77T 1 1

During the years ended 3 1st December, 2007 and 2006, no emoluments
were paid by the Group to the five highest paid individuals or Directors, as
an inducement to join or upon joining the Group as compensation for loss of

office.

WBE-BTAHFR-_BERF+-A=+—H
IEFER - NEBEBEE SRS AR KB KR
AREERERBBAEMRZAERDEHMA
THEEIEMME -
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18. INCOME TAX EXPENSE

The charge (credit) comprises: MIE Sz H (BEm) BF -
Current tax: g HANIE ¢

Hong Kong Profits Tax BEMEH

Other than Hong Kong BB AIMbE
Underprovision in prior years: BEFERETR

Hong Kong Profits Tax FEMEH

Other than Hong Kong EHBIAIMbE
Deferred tax: IRIERIE

Current year REE

Overprovision in prior years BEFEBERE

Hong Kong Profits Tax is calculated at 17.5% on the estimated assessable
profits for the both years. Taxation arising in other jurisdictions is calculated at

the rates prevailing in the relevant jurisdictions.

On 16th March, 2007, the People’s Republic of China promulgated the Law
of the People's Republic of China on Enterprise Income Tax by Order No. 63
of the President of the People’'s Republic of China, which will change the tax
rate from 33% to 25% for certain subsidiaries from 1st January, 2008. The
deferred tax balance has been adjusted to reflect the tax rates that are expected
to apply to the respective years when the asset is realised or the liability is

settled.

The major deferred tax liabilities recognised by the Group is deferred tax on
fair value changes on investment properties of HK$994,206,000 (2006:
HK$1,431,805,000) for the year.
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ire MR RAR I

BE-PELEF A=A

18. PSR

2007 2006
HK$'000 HK$'000
FHET FAET
174,389 42,038
9,556 5,852
183,945 47,890
1,181 2,960
1,181 2,960
992,588 1,455,288
(617) (214)
991,971 1,455,074
1,177,097 1,505,924

ERNEHIRE LR BFE 2 5T R
MIZBL R 1750% 18 - b BAERES 2 A
TR B RDAER 2 B R E

R-ZTEF=A+ B FEARKNRRE
REARKMBIBREELEIHRBEMAPEAR
HAMBEPEMEHE  RESETHBARZH
EKH_TTNF—A—BiHA33%%AE25% e
EERIBESRD TUAE  URBRTESENEESE
B EEaERMERZ SERE -

REBNFANERZELHRBABEEEAREY
¥ 7N HEEE) 2 ELERITE 994,206,000 T( =
TTNE 1 1,431,805,000/87T) °

Al
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For the year ended 3 1st December, 2007

18. INCOME TAX EXPENSE (cont'd)

The tax charge for the year can be reconciled to the profit before tax as follows:

Profit before tax

Tax at Hong Kong Profits
Tax rate of 17.5%
Tax effect of share of results of associates
Tax effect of expenses not
deductible for tax purpose
Tax effect of income not
taxable for tax purpose
Underprovision
in respect of prior years
Tax effect of tax losses not recognised
Tax effect of utilisation of tax losses
previously not recognised
Tax effect on accelerated accounting
depreciation over tax depreciation
not provided in prior years
Effect of different tax rates of subsidiaries
operating in other jurisdictions
Others

Tax charge for the year

BRI A&

REBFEHBE17.5%
ATEZ B
BIEMEARRAZHETE
SRR T = A AT RS
IR E
BT & BERTAA
ZHBRE
BEFEREBETR

RERLMBEER MG E
BRI ARTER 2 R
ZRBEHE

BEFERBRE NESE
TEBBRBITE
IR E

TR R AR L E 2B AT

ERZTRARE 2 FE
Hith

FEBR

ire R

BE-PELEF A=A EE
18. FSHFI (58)

FRZBRIES L ERBBDEA SRR T -

2007 2006
HK$'000 %  HK$'000 %
FTERT FEIL
9,509,965 9,063,011
1,664,244 175 1,586,026 175
(105,251) (1.1)  (89,638) (1.0)
297,095 3.1 513203 5.7
(720,878) (1.6)  (471,619) (5.2)
564 - 2,746 -
60,656 0.6 178 -
(52,853) (0.5)  (33,154) (0.4)
(1,307) - (6,404) ©.1)
34,827 0.4 4628 0.1
- - (42) _
1,177,097 124 1505924 16.6
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For the year ended 3 1st December, 2007 B2 —FT+FF_A=1—HIFE
19. DIVIDENDS 19. Ix 8B
2007 2006
HK$°000 HK$'000
FET FHBIT
(@) Final dividend for 2006 paid on (a) R=Z=ZtHFA+HH
15th June, 2007 of HK 18 cents RS2 ZZEZTRF
(2005: HK 12 cents) per share ANHARR B EAR 18 L

(ZZZRF - 1280)

Cash Re 129,774 108,128
Share alternative under scrip dividend scheme IRIR AR B 5T B WER AR 15 277,095 158,639
406,869 266,767
(b) Interim dividend for 2007 paid on (b) R=ZEZ=+E+HA=H
3rd October, 2007 of HK 13.5 cents K2 —ZTF
(2006: HK 12 cents) per share R ERRR BB 13.5

(ZZFZRF 1280)

Cash Re 121,204 72,965
Share alternative under scrip dividend scheme IRIR AR B 5T B WER AR 15 187,165 195,905
308,369 268,870

Total dividends paid BRI S 4258 715,238 535,637

The final dividend of HK 22.5 cents (2006: HK 18 cents) per share has been EFEERBRNRBAREER2258I(ZZEZE
proposed by the Directors and is subject to approval by the shareholders in JNEE 18 - BEREAIREREAGHE

general meeting.
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20. EARNINGS PER SHARE

R —FEE+F A=A, —HIFE

20. R EF

The calculation of the basic and diluted earnings per share attributable to equity BARCRAERFE ARG BRERNREE

holders of the parent is based on the following data:

Earnings:

Earnings for the purposes of basic earnings per share
(profit for the year attributable to
equity holders of the parent)

Effect of dilutive potential ordinary shares:

Imputed interest on convertible bonds

Earnings for the purposes of diluted earnings

per share

Number of shares:
Weighted average number of ordinary shares

for the purposes of basic earnings per share

Effect of dilutive potential ordinary shares:
Convertible bonds

Weighted average number of ordinary shares

for the purposes of diluted earings per share

BMTRBIATBIEAE:

2007 2006
HK$'000 HK$'000
FET FAT
BF
SHTEESREARETNZ AT
(AR AER A AL
ZAREEEHF)) 8,195,857 7,477,345
BEESTBERZZE
AR ES C ZEFE 21,187
STEESREEERT

> EiFl 7,498,532

Number of shares

BB E
2007 2006

BEE
AHESRERA
2 BT 98 2,277,396,424  2,204,297,086

B SRR oA
AT MR ES 46,269,727

ATESREERT
2 EEI I 2,250,566,813

Diluted earnings per share for the year ended 3 1st December, 2007 is the VAR (o] 12 R AT {8 2 FIHEEEE LB AR - S
same as the basic earnings per share as there were no dilutive potential ZEREHFE+ A=+ -RILEFEZEREE

ordinary shares outstanding.

BFRGREERFIER -
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21. INVESTMENT PROPERTIES

—ZEZLFFHR 115
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BE—FE+Ff _A=+—HIFE

21. WEME

HK$'000
FAT
Fair value AF¥E
At 1st January, 2006 RZZEZRF—H—H 24,062,965
Acquisition of subsidiaries U BE B B 2~ A) 393,000
Additions NE 476,796
Increase in fair value recognised in the R R
income statement NFEHE N 6,921,971
Reclassification to asset held for sale ENOBARBIELEEE (9,338)
Disposals & (73,524)
At 31st December, 2006 RZEBERFE+_A=+—H 31,771,870
Additions NE 405,793
Increase in fair value recognised in the U R PR
income statement NIEE NN 6,421,788
Disposal of a subsidiary HE—REARE (35,600)
Disposals HE (65,411)
At 31st December, 2007 R-ZBBLH+=-A=+—H 38,498,440

The market value of the Group's investment properties at 31st December,
2007 has been arrived at on the basis of valuation carried out on that date by
Messrs. Norton Appraisals Limited (“Norton Appraisals”), independent qualified
professional valuers not connected with the Group who has appropriate
qualifications and recent experiences in the valuation of similar properties in
the relevant locations. The valuation report on the investment properties is
signed by a director of Norton Appraisals, who is a member of the Hong Kong
Institute of Surveyors. The valuation, which conforms to the Hong Kong Institute
of Surveyors Valuation Standards on Properties (1st Edition 2005) published

by the Hong Kong Institute of Surveyors, was based on market value basis.

HREEEmEE L
B AR QA (

BERERMEMEH
%ZIW DERER=-F

THET A=+ BMETHEREE  FE
$’$l&§%¥f%§ Z 8- EHEEERS

BB REAMA AR 2 AENE &
B REVEZHEREHERRRES(FE
AEMEESE)RE - ZAMENETERAE

FEEMEM ZMELEEN(ZFTAFE—
R - AIRTHEEEETTEL
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Notes to the Consolidated Financial Statements 4258

For the year ended 3 Ist December, 2007 BE —TTLFF+ A=+ HIFFE
21. INVESTMENT PROPERTIES (cont'd) 21. ®ZEYE(E)
All of the Group's property interests held under operating leases to earn rentals BEEEHEREURNESHEREE L KE
or for capital appreciation purposes, are measured using the fair value model EMEWEERDEAATERAE - WO
and are classified and accounted for as investment properties. RABRYIER AW -
The carrying value of investment properties shown above comprises: PR EWE 2 RRERE
2007 2006
HK$"000 HK$'000
FEx FHET
Properties in Hong Kong held under: REBRATHRARE 2 WE
Long lease REIEL 30,710,400 26,684,270
Medium-term lease FhERFE 4 6,336,400 3,967,400
37,046,800 30,651,670
Properties outside Hong Kong held under: REBAIMZATHORH 2 W%
Long lease FHITAAY 457,900 304,000
Medium-term lease FhERFE 4 993,740 816,200
1,451,640 1,120,200

VIS ERA P

38,498,440

31,771,870




Notes to the Consolidated Financial Statements
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22. PROPERTY AND OTHER FIXED ASSETS

Cost

At Tst January, 2006
Acquisition of subsidiaries
Additions

Disposals

At 31st December, 2006
Acquisition of a subsidiary
Additions

Disposals

Exchange adjustments

At 31st December, 2007

Depreciation
At 1st January, 2006

Charge for the year

Elimination upon disposals
At 31st December, 2006
Charge for the year
Elimination upon disposals
Exchange adjustments

At 31st December, 2007

Carrying amounts
At 31st December, 2007

At 31st December, 2006

The Group's buildings are situated in Hong Kong and held under medium-term

leases.

BA
RZZTERF—A—H
WEEHB AR

HE

==
ofF o

RZBERF+-A=1—H

WE—-RHBAR
HE
i
R AR

ofF o

RZZTZ+F+=-A=+—H

E
RZTTRF—A—H

i
R

RZZTERF+=A=+—H
FRITE
HERE
ER AR

RIZELF+-A=+—H

fREE
R-EZLF+ZA=+-H

=l
I
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BE-PELEF A= —FILEE

22. ENMEMBEEEE

Furniture,
fixtures
and Yachts and
equipments motor

Buildings B KB vehicles Total
g¥ e BERSE At
HK$'000 HK$'000 HK#'000 HK$'000
TET FET FET FET
59,679 85,178 40,124 184,981
- 24 495 519

- 5,248 21,547 26,795
- (4,614) (5713) (10327)
59,679 85,836 56,453 201,968
- 34 42 76

- 3,242 35372 38,614
- (2,465) (9,633) (12,098)

- 57 117 174
59,679 86,704 82,351 228,734
8,832 77,207 30,053 116,092
1,501 3616 9,118 14,235
- (4614) (5,102) (9716)
10,333 76,209 34,069 120611
1,502 3,928 10,660 16,090
- (2,446) (7,457) (9,903)

- 30 60 90
11,835 77,721 37,332 126,888
47,844 8,983 45,019 101,846
49,346 9,627 22,384 81,357

AEE 2 BFHMNEBLIZPHEOIHE
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23. PROPERTIES UNDER DEVELOPMENT

Cost
At 1st January, 2006
Additions

Transfer to stock of properties

At 31st December, 2006
Additions

At 31st December, 2007

Carrying amounts
At 31st December, 2007

At 31st December, 2006

A
R-TERF—H—H

NE

BRENEFE

ire R

R —FEE+F A=A, —HIFE

23, BRERAPYE

RZZEERNF+=ZA=+—H

NE

WoFFLF+=A=+-8

SREE

R-ZBZELtF+=-A=+—H

WoFEAF+=A=+—A

The carrying value of properties under development comprises:

Leasehold properties in Mainland China held under:

Medium-term lease

BRTPMEZREERRE

2007
HK$’000
FTiEx

R BIARPEZ A T 2 W2

HITE A

33,548

HK$'000
TAET

23,902
26,384
(50,286)

33,548

33,548

33,548

2006
HK$'000
TAET
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24. PREPAID LEASE PAYMENTS

The Group's prepaid lease payments comprise:

Leasehold land in Hong Kong held under:
Long lease

Medium-term lease

Leasehold land in Mainland China held under:

Medium-term lease

Amortisation expense on prepaid lease payments of HK$24,867,000 (2006:
Nil) has been capitalised to properties under development for the year.
Amortisation expense on prepaid lease payments of HK$609,000 (2006:
HK$609,000) has been charged to consolidated income statement for the

year.

25. PROPERTY INTERESTS HELD FOR FUTURE

DEVELOPMENT

Cost
At 1st January and 31st December

Impairment loss

At st January and 31st December

Carrying amounts
At 1st January and 31st December

Annual Report 2007 —ZZE+FFHf

fre R ERAR I

BRE2_FEELF _A=1—HIFE

24, AN E A

REEZ ENHEERBABYE

REBRATHEOTA 2 L
REATEA
T HATEAY

AR BIREEZ A THARE < 13
T HITEAY

2007 2006
HK$"000 HK$'000
TET THT
248,661 249,250
227 247
248,888 249,497
1,168,743 -
1,417,631 249,497

FRNESAH24,867,0008 L (ZFTNF &)
ZEMNEEREEEFAICBEAAERPYE
B - FNSEA6090008 T(ZTENF
609,000 7T) 2 ENHERIB#HFZ 25T A
REMEE -

25. BERRER 2 E#ER

2007 2006
HK$'000 HK$'000
FTERT FHET
5%
W—A—AR+=ZA=+—H 71,118 71,118
HERE
R—A—BER+=ZA=+—H (71,118) (71,118)
IR

R—A—BR+=—A=+—8 - -
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25. PROPERTY INTERESTS HELD FOR FUTURE
DEVELOPMENT (cont'd)

The property interests held for development project in Chenghai Royal
Garden, Shantou, the PRC is held by a wholly owned subsidiary of Chi Cheung
Investment Company, Limited ("Chi Cheung"), which is a 61.96% interest
subsidiary of the Group. Under a Contract for Pre-registration of Grant of State-
owned Land Use Right (the “Contract”) with the district bureau of Chenghai
dated 5th August, 1992, the Group had made certain down payment.
However, the Group subsequently determined not to proceed with the land

requisition and requested for refund.

In April 2005, the Group commenced legal proceedings at the Shantou City
Intermediate People’s Court (the “Intermediate Court”) to terminate the
Contract with the Shantou City Planning and State-owned Land Resources
Bureau (“Chenghai Bureau”). In view of the uncertainty in the recoverability of
the amount claimed and any other entitlements under the Contract, the Group
had made a full provision for an impairment loss of HK$71,118,000 during
2004.

On 28th December, 2006, the Intermediate Court made a judgment in favour
of the Group. However, Chenghai Bureau submitted an application of appeal
to the High People’s Court of Guangdong Province (the “High Court”) on 23rd
January, 2007 and the Group also sent out a reply to the High Court on 13th
February 2007.

On 27th June, 2007, High Court accepted the application of appeal by the
Chenghai Bureau and made the judgment as follows: (1) the judgment
made by the Intermediate Court on 28th December, 2006 was revoked; and
(2) the case was remitted to the Intermediate Court for rehearing. On 22nd
August 2007, the Intermediate Court accepted for rehearing the case within six

months.

On 18th February, 2008, the Intermediate Court notified the Group that the
trial period had been extended for six months to August 2008.

ire R

R —FEE+F A=A, —HIFE

25 BIFARBRL D

REDWSET BB BIERE 2R RIER MER
W AAREEREG61.96% R MEATE
HFEEARAA(ER D 2 —H2EWBRF
A - BRER-NANAZF N \ALREXEEE
BRIz A LiERRBENART AR - A
SEEXNETES - ARBEEBRETETE
Mo WRIEZARRERREFTS

RZTZRFNA - AEEMLBETHRRARE
B ([ AR D [ALSE T AR 21 SR + B R B ([&
HERDBRREEERER - KRIEAR - ARREE
EA R B REFERIBES Rz EffEss - &
SEER -ETMERBEEEEL 71,118,000
BTz R EEE -

RIZEXRFTZAZTNB - PERERAIRE,
BB A BEERR_TTLEF—
“t=ARERERRARZEE ([SAER )
REHERH MAKETER-_ZTLF A
T=AMSRERREZEE -

TETHFRASHER BRERER RS
Bz EFRBFELAEL TR - (D) HOEH R
FEER ZZERF+ A NRAERZ IR
RQEMBROAZEPREREFRRM - RZF
ZLFNAZT B RAREREERAEAE
FECERZRT

g
=

RZBENFZ_A+N\H  pRERAEEAEE
FAMHARERANEAZE-ZTN\FNA -
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26. INTANGIBLE ASSETS

Cost
At 1st January, 2006
Redlassification to available-for-sale

investments

At 31st December, 2006

Acquisition of a subsidiary

At 31st December, 2007
Amortisation and impairment
At 1st January, 2006
Redlassification to available-for-sale

investments

At 31st December, 2006

Amortisation for the year

At 31st December, 2007

Carrying amounts
At 31st December, 2007

At 31st December, 2006

BA
RZZTERF—A—H
ENHBEFERE

RZZTEXF+=A=+—H
YeiE—EHB AR
R-EE+F+-A=+—-H
BHRAE

RZTERF—A—H
BN BEHERE

RZZTEXF+=A=+—H
FR#HE
R-EE+F+-A=+—-H

fREE
R=ZEB2tE+=A=1-H

R-FEAF+-A=+-E

2= A
tra
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26. B EE

Trading and
Club exchange
debentures rights Trademark Total
giEs EERESHE [z &t
HK$'000 HK$'000 HK$'000 HK$'000
TET TAL TAT TR
24307 2,705 - 27012
(24,307) - - (24,307)
- 2,705 - 2,705
- - 14,300 14,300
- 2,705 14,300 17,005
8,356 2,705 - 11,061
(8,356) - - (8,356)
- 2,705 - 2,705
- - 1,430 1,430
- 2,705 1,430 4,135
- - 12,870 12,870
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27. GOODWILL

Cost
At Tst January, 2006, 3 1st December, 2006
and 31st December, 2007

Impairment
At Tst January, 2006, 3 1st December, 2006
and 31st December, 2007

Carrying amount
At 31st December, 2007

At 31st December, 2006

28. INTERESTS IN ASSOCIATES

Cost of investment in associates
Listed in Hong Kong
Unlisted

Share of post-acquisition profits,

net of dividend received

Market value of investment in associates

Listed in Hong Kong

ire MR

BRE _FEE+F T A=, —HIFE

27. &
HK$'000
FAT
A
RITEERFE—F—B  — BT E+-A=+—H
r_EZ+F+_A=+—H 47,748
WA
R-EEXF—A—H  —ZZF+-_A=+—H
r_ET+F+_A=+—H 47,748
IREE
R-EBZTEtF+=-A=+—H -
RZZEERF+-A=+—A -
28. BtE N Al
2007 2006
HK$"000 HK$'000
FBxT FHET
B N R
REB LT 47,772 -
JEET 308,254 307,926
B W BB R T
kR B WA B 854,910 1,088,425
1,210,936 1,396,351
BB N RTH{E
REBLETM 269,523 -

The Company provided corporate guarantee to secure bank loans granted to

its associates. The fair value of the financial guarantee contract was determined

by Norton Appraisals, independent qualified professional valuers, and it was

recognised as interests in associates and financial guarantee liabilities in the

Group's consolidated balance sheet.

Particulars of the Group's principal associates at 3 1st December, 2007 are set

out in Note 57.

ARBREARERIEASEBE RRERRITE
R - BB ERENZ A FERBILAER
BEXHEMERERET  XCRAKBZEE
EERBERARRA/BE A MYBERE

& o

REBR_ZTLHFT_A=+—HZEEHE
NCIES e NSV
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28. INTERESTS IN ASSOCIATES (cont'd)

The investment properties of the Group's principal associates were revalued at
31st December, 2007 by Norton Appraisals. The valuation, which conforms to
The Hong Kong Institute of Surveyors Valuation Standards on Properties (1st
Edition 2005) published by the Hong Kong Institute of Surveyors, was based

on market value basis.

The summarised financial information in respect of the Group's associates is

set out below:

Total assets BEE
Total liabilities FEy=Er=
Net assets FEE
Minority interest DER R R

Group's share of net assets of associates

Turnover b

Profit for the year REE 5 F

Group's share of results of associates for the year

A legal action against an 50% associate of the Group, The Kwong Sang Hong
International Limited (“Kwong Sang Hong"), was taken by a Chinese joint
venture partner of Kwong Sang Hong in respect of a development project in
the PRC. Pending the interpretation of the judgment of retrial, provision of
HK$19,700,000 (2006: HK$19,700,000) against damages, legal costs and

interest was made by Kwong Sang Hong.

In October 2007, G-Prop allotted and issued 493,678,883 and 740,518,325
new shares at an issue price of HK$0.162 each to Asian Kingdom Limited and
an indirect wholly-owned subsidiary of Kingboard Chemical Holdings Limited.
Accordingly, the Group's shareholding in G-Prop has decreased from 34.99%
to 13.69%, resulting in a gain on deemed disposal of interest in an associate
of approximately HK$5,103,000.

AEBEBEBERRFEE

REBEBIEBMENRLAFEES
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fre MR RAR I

FEFLFES A=A HILFE

28. Bt N mliEzs (&)

AEBTEWLENR ZREMED B EREERER

TERAFT A= HETEL - ZEETD
BTEBNEMBEMBEMNMEMGEEER (=
ETRFER)  WERTER/EEETER -

RERE 2 B N R] 2 AR T

2007 2006
HK$"000 HK$'000
FHET FHT
11,883,342 11,568,969

(8,718,169) (8,197,694)
3,165,173 3,371,275
12,828 22,031
3,178,001 3,393,306
1,210,936 1,396,351
2,311,861 6,131,011
1,575,943 2,924,850
601,431 1,135,167

7N & B 7 500 8¢ & 72 7] The Kwong Sang Hong
International Limited ([ 4 77]) 2 — AR E & &
BT —IERRIE S HKEUEEITIREESE
17 EERHBERIORME - BETEREE &
28 A RFEIEH 19,700,000 T2 BE (=T
Z7N4F 119,700,000 7T) ©

RZZZEF+ A @ERETETRI62E
7CIA] Asian Kingdom Limited & #E{ T8 & 2 —
I 2 S M B A R AL % [ 317 493,678,883 &
740,518325 ¥k o Hitt - AEBREE 2K
T 34.99% TFRZE 13.69%  #5RAG1EH & —
Bk N AR am 2 W am 495,103,000 B 7T ©
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29. ADVANCES TO ASSOCIATES

Interest bearing advances to associates

Interest-free advances to associates

The advances to associates are unsecured. An approximately HK$1,183,635,000 LR
1,183,635,0008 7L 2 5
‘T**E%@
o BEFIER 2 169,106,000 7T -
T MEE AT —FNEE -
FERBIEE - ANHE AR ZEES
MISEEFEASE - MEEBEFREEH
BEER = HE B qu
AKBELTEZHREENBUET  TEEERA

was expected to be repayable in 2010 and 2011 and the amount is therefore
shown as non-current. For the remaining HK$169,106,000, the Group will
not demand repayment within one year from the balance sheet date and the =1
amounts are therefore shown as non-current. The interest bearing advances to
associates bear interest at the prevailing market rates. The Directors consider

that the fair value of the interest-free advances as at the balance sheet date,

discounted using the prevailing market rates at the balance sheet date,

approximates their carrying amounts.

30. AVAILABLE-FOR-SALE INVESTMENTS 30.

Available-for-sale investments comprise:

Listed investments:

— Equity securities listed in Hong Kong
Unlisted fund:

— Fund established elsewhere
Unlisted securities:

— Equity securities incorporated in Hong Kong

— Equity securities incorporated elsewhere

Club debentures

Total

EANE v
BHE R B2 REFIR

BEXEE

ARZHEHE

I\‘/ A |:| /\ja&#&

FEEFLFES T

P

H=1—HIFFE

29. B ~Ht S N BIF0E

2007 2006
HK$’000 HK$'000
TR TET
168,064 166,056
1,184,677 765,605
1,352,741 931,661

determined based on the present values of the estimated future cash flows B AEREER 2 ERm

ZAFEREREERE -

%

M’“ET?E@Z%&EZHEEHW )
RIETEEARS =
B bt 7% % RIE D f’F;HEmEJ'I‘E
rEBETEE
HOESI
ﬁu“hz

—TER

/== W]
FERE
HFERERIE
2007 2006
HK$'000 HK$'000
FET FAT
EHERE
—REB L2 RAES 11,389,583 8,179,251
JFLETESD :
—REMMEKT 2 EE 202,119 -
I LETES
RBEBEMZBAFES 229,954 258,549
—REAM R ] 2 R A E S 78,881 78,881
11,900,537 8,516,681
ZHES 15,731 15,951
A&t 11,916,268 8,532,632




Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

30. AVAILABLE-FOR-SALE INVESTMENTS (cont'd)

As at the balance sheet date, all available-for-sale investments are stated at fair
values, except for those unlisted equity investments of which their fair values
cannot be measured reliably. Fair values of those listed investments have been
determined based on the quoted market bid prices available on the relevant

stock exchanges.

Included in the carrying amount of unlisted securities are approximately
HK$229,954,000 (2006: HK$258,549,000) unlisted investments which
are stated at fair values determined by using discounted cash flow valuation
techniques, which includes some assumptions that are not supportable
by observable market prices or rates. The remaining approximately
HK$78,881,000 (2006: HK$78,881,000) represents an investment in unlisted
equity securities issued by private entities incorporated in United States of
America. These equity securities are measured at cost less impairment at each
balance sheet date because the range of reasonable fair value estimates is so
significant that the Directors are of the opinion that their fair values cannot be

measured reliably.

31. INVESTMENTS HELD-FOR-TRADING

Investments held-for-trading comprise:

Listed investments: TEE
— Equity securities listed in Hong Kong —REBEB L2 RAFES

— Equity securities listed elsewhere

The fair values of the investments held-for-trading are determined based on

the quoted market bid prices available on the relevant stock exchanges.

— AR E T 2 RAREE 5
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BE-PELEF A= —FIEE

30. R ERE (&

REER  BREAFHEREASFHEHEZIF LD
BARREIN - REREREGUERFERY -

EHEREZAFEDRERBESRZM2TS
BEAREETE -

JELMESH ZEAED 2IE4229,954,000%7C
(ZZZ N : 258,549,000787C) A AFEZY
ZIELEMRE  HATFENRBABRRSREME
BEET - WHEZREE T A ERmER
MEZFZEBR - #T 478,881,000 (=%
T4 ¢ 78,881,000 70) 2 EBIFE M 2 FLA
HREBITZIEEMBRARE R —BIRE - BTG
HRERABLHAEATERAEE B2 BREA
RXHEEE EFeRAREAIEMESEEAT
B B ZERAFBHIZEE B 2N ANRAE
AR ©

N

3. BFIEEB ZIRE

FEREEZIRABE
2007 2006
HK$'000 HK$'000
TET AT
173,063 24,692
194,690 117,526
367,753 142,218

FIFEBEZREZ A HETRBEAEBESRR S M
ZHEEAREETE °
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32. ADVANCES TO INVESTEE COMPANIES AND A

@

(b)

MINORITY SHAREHOLDER

The advance made to an investee company, of approximately
HK$330,000 (2006: HK$1,518,000), of which the principal purpose
is for providing second mortgage for a property development project, is
unsecured and interest-bearing at prevailing market rate. The advance
is not repayable within one year and is therefore shown as non-current.
The advance made to another investee company, of approximately
HK$309,725,000, of which the principle purpose is for a property
development project at West Kowloon Reclamation Area, is unsecured
and interest-free. The advance is not repayable within one year and is

therefore shown as non-current.

The Directors consider that the fair value of the advances to investee
companies at the balance sheet date approximates to its carrying

amount.

The advance made to a minority shareholder is unsecured and interest-
free. The advance is not repayable within one year and is therefore

shown as non-current.

The Directors consider that the fair value of the advance to a minority
shareholder at the balance sheet date, determined based on the present
value of the estimated future cash flow discounted using the prevailing
market rate at the balance sheet date, approximates to its carrying

amount.

ire MR

BRE _FEE+F T A=, —HIFE

32. BRI ERR R —RD

@

(b)

R IR

N — 8 218 & 2 FIFIE 49 330,000 7%
TT(ZZZNF 1518000 L) £B
BIEMEERBEARMR LR ZHED
ERPRIZER TSR EGTE - AR
BATER—FRNEE  BIEETRD
ME - 25 —HESKEQRRED
309,725,000 T - T E /A NEEER
ZHEBRRIEBRMES  ZFBEDER
HREL - HRBATEN —FAEE -
HYIWEFERBY I -

e

EZeR/BNEIREQRREREE
AZAFEEEREERSE -

BN —BPHRRRBSERRARLE -
HRBRTEN—FREE  RIEER
FILH -

BN —RIPHERFEARGERZAFE
TREE B 2 BTSN KRR AR
KReREMABEHCREEE  EF€
RRNEERZAFEREREERS



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

33. EQUITY-LINKED NOTE

Equity-linked note is designated as financial assets at fair value through profit or

loss.

Carrying amount analysed for reporting purposes as:

Current mEEE
Non-current SEmENEE
Major term of the equity-linked note is as follows:

Notional amount

EREE

US$20,000,000 20,000,000 %7t

The equity-linked note has a contract period of 24 months and is callable,
bearing interest at 20.2% per annum with guaranteed coupon in the 1st
quarter. The equity-linked note is linked with an overseas listed equity at a

predetermined strike price.

The equity-linked note is exposed to stock price risk, time risk and implied
volatility risk of the underlying stock but is not exposed to the fluctuation in
foreign currency exchange rate of the underlying stock. At 31st December,
2007 the fair value adjustment to the note is mainly related to the fair value
of stock price and the strike price of the underlying stock. The time risk and
implied volatility risk are minimal to the fair value of the note. Accordingly, the
stock price risk will then be considered as the main and the direct risk factor

which affect the fair value of the note.

The equity-linked note is measured at fair value at balance sheet date. Its fair
value is determined based on the quoted bid price provided by the securities’

broker for equivalent instruments at the balance sheet date.
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33, [REHEE

REHNZEWIBEBIEAFEFARSRZ S
BUEEE ©

VSRS AR 2 BREEDT -
2007 2006
HK$'000 HK$'000
FET FAT
101,516 75,725
- 147,827
101,516 223,552
EREEZ FBARARMT ¢
Maturity
ZH B
2008
BREHSEEAES _+IMER AKX ARE
Bl HFEEA202E  UHEMNEZFEZREER
Z o REHBEERAEFTEEE S8 LT
AEAE H Rl o

R HERAAEREBERRR - BERRK
AR R S| IR IR e - B EEMARRINE
BmEFHERE - R-TELF+_A=+—RH "
EUEBEZ AN HERE L EEBRERQFERE
FAREITIEEARE - B R &S| RR IR E i i
FZEBEZ N HEZZERY - Fit - BREERE
BRERRTEZRBEATEZEIZREER
o

REEIZBENEE B AR FEE - HATHE
TIRBEREFE LN EE R RHZBSTAE AR

BEEE °
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Notes to the Consolidated Financial Statements 4R & BAFS s &P =T

For the year ended 3 1st December, 2007 B2 —FT+FF—A=1—HIFE
34. LOANS RECEIVABLE 34. RIE R
2007 2006
HK$'000 HK$'000
FHET FHET
Long term loans receivable, secured BHEM 2 YR AIER
Non-current EmspiEE 61,300 63,058
Current mEME 583 223
61,883 63,281
Other loans and advances, unsecured I BB R EER 3 22
61,886 63,303
Less: Amount due within one year shown W —FRNRESIERENE
under current assets Z5RIE (586) (224)
Amount due after one year —F1E BB 2 /I8 61,300 63,079
Loans receivable comprise: EWEFBIE
Effective Carrying amounts
Maturity date Collateral interest rate SREE
LG R BERRI=R 2007 2006
HK$'000 HK$'000
FHET FHT
Loans receivable 3 years — 16 years Properties Prime rate 2,092 3,490
FEME R =FETREF LS BEAE
Loans receivable 1 year Nil Fixed rate 3 22
e E R —4 i I 5 )%
Loans receivable 19th January, 2010 Unlisted equity Prime — 1% 59,791 59,791
share
JEWE R —T-FF I EMRRAE S BERE
—A+hB B2
61,886 63,303
The Directors consider that the fair value of the Group’s loans receivable EEERA/TRERKEFR 2 A EREREE

approximates to their carrying amounts. B -



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

35. OTHER FINANCIAL ASSETS

(a)

(b)

()

Pledged deposits

The amount represents deposits pledged to banks and other financial
institutions to secure credit facilities granted to the Group. Deposits
amounting to HK$406,492,000 (2006: HK$1,014,351,000) have been
pledged to secure short-term borrowing and are therefore classified as
current assets. The remaining deposits amounted to HK$79,217,000
(2006: HK$71,606,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

The deposits carry interest rate at prevailing market rate. The pledged
deposits will be released upon the settlement of relevant borrowings.
The fair value of the deposits at the balance sheet date approximates to

the corresponding carrying amount.

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly amounts due from
clearing house, brokers and clients. The fair value of the securities trading
receivable and deposits at the balance sheet date approximates to the

corresponding carrying amount.

Time deposits, bank balances and cash

The deposits carry interest rate at prevailing bank savings deposits rate
and mature within 1 month. The Directors consider that the fair value
of the time deposits, bank balances and cash at the balance sheet date

approximates to the corresponding carrying amount.

—SBLEEH
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35.

(a)

(b)

(c

Hit & B E

HEIFIER

UL RERIR IR TRIT R E M S R - 1ER
LT AREBEEE Z1FM ° 406,492,000 7T
(ZZZT N 1 1,014,351,00087C) Z 17K
BEARBEE 2 ER  WERLESEATR
BEE - 58 N 792170008 T EFER(ZEE
7N4F 1 71,606,000/ 70) EfEARBAER 2
IR - WA D IERIEREEE -

AEFFHER - A
IHERIFRHNBRERREEERFRER -
HERREER 27

VEE=I

RESZSERMEFRAIERBREER
P BEFEEREPHIE - AEBEZEWR
EHFRHEENGFFREER 2 A FER
HiRRRA(ERS -

FEHFH  RITAHBRES

TR ESERFRT 2FRAE - AR
—BAREE - EFERR/EMFH R
TRESMRESNEE R Z A FEREERH
FREEMEE -



130 Chinese Estates Holdings Limited EAEBXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

36. STOCK OF PROPERTIES

TERYIE
FIEEB ZBRTYE

Completed properties

Properties under development held for sales

B DHERRIERE

Less: Impairment loss recognised

Included in the cost of properties under development held for sales
is net interest capitalised of approximately HK$38,442,000 (2006:
HK$140,799,000).

At 31st December, 2007, the Directors reviewed the carrying value of the
properties under development held for sales with reference to current
market situation and the estimated selling price of the properties under
development held for sales provided by Norton Appraisals. No impairment loss
recognised was made during the year (2006: impairment loss recognised of
HK$200,000,000).

37. INVENTORIES FOR COSMETIC PRODUCTS

Finished goods B
Raw materials BRI
Total At

ire MR

BRE _FEE+F T A=, —HIFE

36. WEFE

2007 2006
HK$'000 HK$'000
FET FAET
228,616 79,198
4,032,313 5,251,773
4,260,929 5,330,971
(479,467) (479,467)
3,781,462 4,851,504

BEBBEZEETYERATBIERTEAR
2 B FREHI38,442,000 L ( — TN F ¢

140,799,000/&7C) °

MNIBTLFE+_A=1+—H BESLEHE
BB ERPMEZREMISRE N BT HEE
RUEZEFTEE  BHREEEZERTYEZ
RE{E - FABMERRTMRERE(ZTEX
F - HERURE/ETE 200,000,000 87T ©

37. bR E

2007
HK$’000
TERT

1,257
168

2006
HK$'000
TAET

1,425




Notes to the Consolidated Financial Statements
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38. DERIVATIVE FINANCIAL INSTRUMENTS

Liabilities =L

FIEEEZERAR
FEEBRHEH
EESE S A bR

Financial liabilities, held-for-trading
Interest rate swap
Equity-linked swaps

Total AET

Major term of the interest rate swap is as follows:

Notional Amount Maturity

EHREE I H
US$100,000,000 13th January, 2017
100,000,000 7T —E—tF—-A+=H

Under the terms of the 12-year interest rate swap agreement, the Group
receives interest from the counterparty at a fixed rate of 12% in the first year
and will receive interest at floating rate, which is calculated by reference to the
United States Dollars (“USD") vield curves spread, for the remaining life of the
interest rate swap period. The Group will pay interest at floating rate calculated
by reference to 3-month USD LIBOR throughout the interest rate swap period
to the counterparty.

The swap is most sensitive to the following market parameters: USD interest
rate risk, USD yield curves spread risk and USD interest rate volatility risk. The
fair value of the swap will drop when (a) the USD interest rate increases; (b)
the USD vyield curves flattens or gets inverted; or (c) the USD interest rate
volatility decreases, and vice versa. The magnitudes of sensitivity to these

market parameters have been estimated at the balance sheet date as follows:

If the USD interest rate shifts up in parallel by 1 basis point, the fair value

of the swap will decrease by 3.5 basis points.

If the USD yield curves (30 years against 10 years) flattens by 1 basis

point, the fair value of the swap will decrease by 22 basis points.

If the USD interest rate volatility decreases by 100 basis points, the fair

value of the swap will decrease by 35 basis points.

The swap is measured at fair value at each balance sheet date. lts fair value is
determined based on the quoted price provided by the securities’ broker for

equivalent instruments at the balance sheet date.

Annual Report 2007
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38. TESRITA

2007 2006
HK$°000 HK$'000
FERT TETT
50,851 102,776
- 65,868

50,851 168,644

FEEHANZ TENENT

ERET _F2NERERENERZLYT - &
SEAEFEAEHTFERENBEMNE12E
AR ANATHREAIOZBR X (K2 EXT
(IERDBmEmREEMEE) S - AEE
RRMEIE A OER PR AEEE F 2R
—EAAXTHRBRITRERBEE ZFHNEFE
ZHIE

FHANRITITSE2ETE XM XR
B~ FETT U R R A AR E (B RR A M SR TT M IR IR
R o & (a) ETTAIE LT ¢ (b) KTl K i
RIBF R IAE 3k () SR TT 2K R R 55 B -
ERANZAFERB TR  RZIA - ZEWH
PRIFERENEERMAOT

. 2 TR KT A L1 EEE - i=
HEHZ A VER TF 3.5 EEH -

. T E T R (=L +5) ¥
BEER  EHAHZATER TR 22EE
B

. i SE T A FOR BRI A 100 B & B - # 8 A
2 NFER TR 35 [EEE -

ARFERE - HAFETIIR

WHRHNEER
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

39. DEBTORS, DEPOSITS AND PREPAYMENTS

Included in debtors, deposits and prepayments are trade receivables of
approximately HK$119,439,000 (2006: HK$22,138,000) comprising mainly

rental receivables which are billed in advance and settlements are expected

upon receipts of billings and properties sales proceeds receivable.

The following is an aged analysis of trade receivables at the balance sheet date:

0 — 30 days TE=+H
31 - 60 days =+—HZEXTH
61 — 90 days AtT—HZEA+A
Over 90 days NTHRE

The Directors consider that the fair value of the Group’s debtors at the balance

sheet date was approximately their carrying amounts.

Ageing of trade receivables which are past due but not impaired:

61 — 90 days AT—HZEATH
Over 90 days NTHRE
Total &t

In determining the recoverability of trade receivables, the Company considers
any change in the credit quality of the trade receivables from the date credit
were initially granted up to the reporting date. Accordingly, the Directors
consider provision for impairment in values be made in respect of trade

receivables to their recoverable values and believe that there is no further credit

provision required in excess of the allowance for doubtful debts.

ire R

BE-PELEF A=A EE
39. BUGRIR - 128 RIEN R

FEWERIA - 12 & RIENFUABERKE 2 RIALD
119,439,000/ 7L ( = F T /N ¢ 22,138,0007%
L) EREFEAREMERRNKIHERS
Xz R & R W5 3 & R OR

FEWE ZERIANAEE A 2 BRI AT

2007 2006
HK$'000 HK$'000
FE T FAT
103,443 7,923
1,216 1,464
1,391 660
13,389 12,091
119,439 22,138

EERA/AEEREEAZREIRAZ 2 E

SERMEERS -

EEMERPORE 2 B E 5 8RR 2 BRE D AT 40

™
1,368 631
7,158 4,577
8,526 5,208

REERKEZ KRB JRENEER - ARFEE
BRGETEERAMERBRA M EKE S
HZAEE - Bt EFEERNEEEREES
RIEH TELRERBE SRR KRS 2T KE
B ITHEEFEHAREERZINESER

B o



Notes to the Consolidated Financial Statements
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40. CREDITORS AND ACCRUALS

Included in creditors and accruals are trade payables of approximately
HK$43,765,000 (2006: HK$13,599,000).

The following is an aged analysis of trade payables at the balance sheet date:

FEATA
ATEBE

0 — 90 days
Over 90 days

The Directors consider that the fair value of the Group's creditors at the balance

sheet date was approximately their carrying amounts.

41. BORROWINGS

Secured bank loans repayable within a period of:

Less than 1 year —FUT
More than 1 year but within 2 years —F A FET BB
More than 2 years but within 5 years GESYMERN ks
Over 5 years RFEAE

Other secured loans repayable within 1 year

Less: Amount due within one year B R—FREIEZ FIE

Amount due after one year —F1R B H 2 FIE

AR —FRNEEZ HAERER
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40. FE N BRIB K FERTBUR

ENEBELREARBOREENEZEREEY
43,765,000/ 70 ( = ZZ /413,599,000 7T) °

ENESRERNGEERZREDITINT -

2007 2006
HK$'000 HK$'000
TR TAT
38,243 11,605
5,522 1,994
43,765 13,599

EXgRA/AEEREERAZRNEREZ AFE
ELEARMEEESE -

AR THIHMIER 2 AERIPRITER -

S
41. B8
2007 2006
HK$°000 HK$'000
FTHET FHT
2,771,741 7,079,513
1,180,588 491,283
8,192,557 3,205,369
7,444 12,688
12,152,330 10,788,853
177,528 3,924,691
12,329,858 14,713,544
(2.949,269)  (11,004,204)
9,380,589 3,709,340
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

1. BORROWINGS (cont'd)

The bank loans are variable-rate borrowings which carry interest ranging from
HIBOR+0.37% to HIBOR+0.8% (2006: HIBOR+0.4% to HIBOR+0.8%) per

annum.

The other loan is variable-rate borrowings which carry interest of inter-bank
borrowing rate +0.2% (2006: ranging from inter-bank borrowing rate +0.25%

to inter-bank borrowing rate +0.5%) per annum.

The Directors consider that the fair value of the Group's borrowings

approximates to their carrying amounts.

The Group's borrowings that are denominated in currency other than Hong

Kong dollars are set out below:

ire R

BB TE L= = — I
41. BB (&)
ZERTERHAEZEEE  FEKREHBIR

EIREIMOITEEMOSETE(-TT X i
EBRTRERBI0LEEZNMOSETE) -

E=ZeRR/AEBRBE A FEAEKREENR

AEBAETAINEBTTE ZEEMT

Swiss
Franc
I 3ABR
CHF'000
T IERD
As at 31st December, 2007 R-Z2LF+=A=+—8H 25,605
As at 31st December, 2006 RZZEZRF+ZA= H Nil 4
42. PROVISIONS 42. B
Contingency
provision Total
RASIERE &t
HK$'000 HK$'000
(Note)
FHET FAT
(F3E)
At 1st January, 2006, RZEZRF—A—H -
31st December, 2006 ZEERF+ZA=+—H
and 31st December, 2007 r_EE+F+-_A=+—H 16,017 16,017

Note: The provision represents construction cost determined by the management's best
estimate of the Group's liability on contingency claims by a third party to whom a
property under development project was previously disposed of.

Biat - BBEREEER R = EHREHZER
RYREEBEHAARBEMEE AN EE RGN
Ve 2 B A=A AT i R 2 AR o
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43. CONVERTIBLE BONDS

In April and May 2005, the Company has issued zero coupon Convertible
Bonds (the “Bonds”) with a maturity date on 2010 in an principal amount of
HK$1,750,000,000 and a further principal amount of HK$60,000,000.

The Bonds are convertible on or after 20th May, 2005 up to and including 20th
March, 2010 into fully paid ordinary shares with a par value of HK$0.10 each
of the Company at an initial price of HK$7.37 per share, subject to adjustment.
Unless previously redeemed, converted or purchased and cancelled, the Bonds

will be redeemed at 100% of their principal amount on 20th April, 2010.

The Bonds contain two components, liability and equity elements. Upon the
application of HKAS 32, the Bonds were split between liability and equity
elements. The equity element is presented in equity heading “Convertible
bonds — equity reserve”. The effective interest rate of the liability component is
4.38%.

The movement of the liability component of the Bonds for the year is set out

below:

Liability component at 1st January, 2006
ERBATIER
FRZBENSMX

Converted to ordinary share

Imputed interest expense for the year

Liability component at 3 1st December, 2006

Converted to ordinary share BEHBAERK

Imputed interest expense for the year FAZBENBFRX

Conversion of convertible bonds NReHE AR
by cash settlement A ES

Liability component at 31st December, 2007 A=

RZETRF-A—RZEEHRD

RZEZRF+_A=t—HZBEHD

Annual Report 2007

fre R ERAR I

BE—FT S = — AL EE
43, A[IRES

RABRZZEERAFMARAAETEAS
# 731,750,000,0008 7T K B #E T RS A
60,000,000 L2 R =T —ZFFH 2 T2
ES ([EH]) -

BAAR-_EEZRFRA_tTHKEHEE_ZT
—EFEZA-TH(BEZB) UL ERER
'M7%ﬁﬁﬁﬁ%@%ﬁﬁ$ﬂﬂ@%ﬁﬁam

BT R RE R - BRIEFATDLHBE - X
RLEE KT TE‘HE%‘FTE\_v TFIA
T HRAARSEEZ 100% fEE -

EAFEEMmER D —aERERTD -  RERE
f’é@%’fﬁm% SR EHREE S RAGBRE
mEbD o HmEA AR [ TR ESFERFEE] B

FlJ o EfiiB%ZEﬁBﬂﬂ <1438 E o

=
e
B
Ho

Brz BEMONFERN 2 EBETIAT:

HK$'000
TAET

1,135,302
(876,800)
21,187

279,689
(3,475)

4,050

(280,264)

ZELF+-A=+—HZEEHSD -
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

43. CONVERTIBLE BONDS (cont'd)

During the year, HK$4,000,000 in principal of the Bonds has been converted
into 573,888 ordinary shares. In accordance with Condition 8 of the Terms
and Conditions of the Bonds, the Company has an option to redeem the
outstanding Bonds on 21st May, 2007 at 100% of the principal amount. On
20th April, 2007, the Company gave the notice to the bondholders of the
outstanding Bonds to request the early redemption. All outstanding Bonds in
principal of HK$318,500,000 had executed the right to convert the Bonds
into shares of the Company (the “Conversion Right"). The Company took
the option by cash settlement to satisfy the Conversion Right in HK dollars in
full. Accordingly, all outstanding Bonds were settled by cash of approximately
HK$571,700,000 in May and June 2007. There is no outstanding convertible
bonds as at 3 1st December, 2007.

44, AMOUNTS DUE TO ASSOCIATES AND
MINORITY SHAREHOLDERS

Both the amounts due to associates and minority shareholders are unsecured.
Except for the amount due to one minority shareholder which is interest bearing
at prevailing market rate, the amounts due to associates and other minority
shareholders are interest-free. The associates and minority shareholders will
not demand for repayment within one year from the balance sheet date and
the amounts are therefore shown as non-current. The Directors consider that
the fair value of the amounts as at the balance sheet date, determined based
on the present values of the estimated future cash flows discounted using the
prevailing market rates at the balance sheet date, approximate their carrying

amounts.

ire R

BE-ETrFE+ A=+ AR
43, AJRE S ()

FRN RS E40000008B L2 EFELBRE
573,888 IR L AR o RIRZES 2 R KRG
8l RARBEEEN _TTLFRA=-+—
BIEASE 2 1000 @R RTHEZES - NZF
TLFMAZ+H  ARRRKRTEES ZES
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I IERTEEFIR_ZEZTtFRARSNA
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44, R BBE N T RDEIRER
iz

RAERE NMAOBBRRFIAS KEER - KRR
BRI BBRRZFATZERT SN XL
Sh - REABE QAR REMIBRRFEL R R
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For the year ended 3 1st December, 2007 BE_FTLTLFF+_A=+—HIFE
45. DEFERRED TAXATION 45, JEIERTA

The followings are the major deferred tax liabilities (assets) recognised by the NTREAEERAFERBEIFEHAZEER
Group and movements thereon during the year and prior years: ERIEAE (EE) REAZE)

Accelerated Revaluation

tax of investment Tax
depreciation properties losses Total
MERERE  RENESM BEE CH)
HK$'000 HK$'000 HK$'000 HK$'000
TET AT FAT TAT
At Tst January, 2006 RZEE F—-A—H 3,172 2,947,070 (96,250) 2,853,992
Charge to the income FERRR ARG
statement for the year 8,363 1,436,510 10,201 1,455,074
Fair value adjustments REmEEZ
arising from acquisition NFEAZ - 79,225 - 79,225
At 31st December, 2006 RZEE F+=A=1+—H 11,535 4,462,805 (86,049) 4,388,291
Charge (credit) to the income FRRE NG (@)
statement for the year 11,394 985,836 (5,259) 991,971
Released on disposal HE—FEHE A AR
of a subsidiary (1,779) (2,021) 1,626 (2,174)
Addition through acquisition ERYE-HNBRARRE
of a subsidiary (75) - - (75)

At 31st December, 2007 RZBELFE+-A=t—-H 21,075 5,446,620 (89,682) 5,378,013
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

45. DEFERRED TAXATION (cont'd)

For the purposes of balance sheet presentation, certain deferred tax liabilities
(assets) have been offset. The following is the analysis of the deferred tax

balances for financial reporting purposes:

BEHIBRAE

Deferred tax liabilities i
Deferred tax assets IEAEFT IR & B

At the balance sheet date, the Group has the following major unrecognised

deferred tax assets due to the unpredictability of the future profit streams.

IR IAITE
MIEER

Accelerated tax depreciation

Tax losses

The unrecognised tax losses may be carried forward indefinitely.

ire MR

BE-FE = o — A
45, JRIEFLIE (&)

RAEBER2 25 ETRIEHESE (L)
EARHS - RO HE g 2 BRI I
T -

2007 2006
HK$'000 HK$'000
FET FAT
5,444,587 4,461,938
(66,574) (73,647)
5,378,013 4,388,291

REEEH - ARBEAAT EE TR ARG N M
AR T BREEHIBEE -

2007 2006
HK$ 000 HK$'000
FHET FAT
(1,639) (332)
(332,573) (324,770)
(334,212) (325,102)

RHER 2 BTG 1R ] A B R Bl 4 e o
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For the year ended 3 1st December, 2007

46. SHARE CAPITAL

Movements in the share capital of the Company during the year were as

follows:

Ordinary shares of HK$0.10 each

Authorised:
At st January and 3 1st December

Issued and fully paid:

At st January

Repurchased and cancelled

Issue of ordinary shares in
lieu of cash dividend

Issue of ordinary shares from
conversion of convertible
bonds

At 31st December

BREEEI0ET
ZEBR

ST -
R—A—BR
+=A=+-R

BEITRBRRAE
R—FA—H

BE R
RERERSMET
ZE R
BRI E ST T
ZE R

R+—A=+—8H
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ire MR RAR I

BE-PELEF A=A

46. PR
WAFENARRBIRAZEAT
Number of shares Share capital
R E A (TN
2007 2006 2007 2006
HK$'000 HK$'000
THET TAET
5,000,000,000 5,000,000,000 500,000 500,000
2,259,809,483 2,091,506,780 225,981 209,151
- (17,648,000) - (1,765)
40,060,007 39,995,429 4,006 4,000
573,888 145955274 57 14,595
2,300,443,378 2,259,809,483 230,044 225,981
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Notes to the Consolidated Financial Statements
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47. ACQUISITION OF A SUBSIDIARY

On 29th June, 2007, the Group acquired 100% equity interest of The House
of Kwong Sang Hong International Limited (which is engaged in manufacturing
and retailing of cosmetic products) from an 50% associate for consideration of
HK$20,000,000.

The net assets acquired in the transaction are as follows:

ire R

BE-FE 4 o — A
47. WEE—EM B A ]

RZTE+LFRNAZTAB AEEURE
20,000,000 7T A — & #E 5 50004 = &) B
& ‘A A & B The House of Kwong Sang Hong
International Limited (£ 2t E bR RIERT
&) Z 10000 AN #E R

RHHPARBZEERENT

Carrying amount

Net assets acquired:

Properties and other fixed assets
Trademark

Deferred tax assets

Inventories for cosmetic products
Debtors, deposits and prepayments
Bank balances and cash

Creditors and accruals

Discount on acquisition of a subsidiary

Total consideration

Satisfied by:
Cash

Net cash outflow arising on acquisition:

Cash consideration paid
Bank balances and cash acquired

Wi EEFE -
MERAMBEFEE

[GhES

BIEHREE

fthmEE

FEURRIR - BE RIANRA
RITEBERS

FEf ARIE R e AT R

Wk — I 1 AR

BRE

PANIVES IR
Re

WeRg PR £ 2 RE M HFEE -

ENEREENE
FriRE < RITHB RS

Details of the acquisition were disclosed in the Company’s announcement
dated 3rd July, 2007.

The House of Kwong Sang Hong International Limited contributed
approximately HK$204,000 to the Group's loss for the period from the date of

acquisition to the balance sheet date.

before the Fair value
acquisition adjustment
WHERT 2 NFE Fair value
AREE AR NS
HK$'000 HK$'000 HK$'000
FHT FHT FHT
76 - 76
- 14,300 14,300
75 - 75
1,555 - 1,555
1,865 - 1,865
2912 - 2,912
(159) - (159)
6,324 14,300 20,624
(624)
20,000
20,000
(20,000)
2,912
(17,088)

Wz HERBEBRARFR _ZTLFHEH=H
BEHZAA -

The House of Kwong Sang Hong International
Limited B3 458 B 2 48 8 A B A7 5 B 55 2R & 18
#)204,0008 7T ©
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For the year ended 3 1st December, 2007

48. DISPOSAL OF INTEREST IN A SUBSIDIARY

On 7th June, 2007, the Group had disposed 15.11% interest in a subsidiary,
G-Prop, by placing at a consideration of approximately HK$180,000,000.

resulting in a gain on disposal of approximately HK$158,212,000. Accordingly,

the Group's shareholding in G-Prop has decreased from 50.1% to 34.99%.

G-Prop therefore ceased to be a subsidiary and became an associate of the

Group. The net assets of G-Prop at the date of disposal were as follows:

Net assets disposed of:

Investment properties
Available-for-sale investments

Debtors, deposits and prepayments
Time deposits, bank balances and cash
Creditors and accruals

Deposits and receipts in advance
Deferred tax liabilities

Net assets
49.9% minority interest

The Group's share of net assets
Share of net assets disposed

Dividend approved before and paid after disposal

Advance to associate

Share of net assets owned by
the Group after disposal
(included in interests in associates)

Share of net assets disposed
Expenses incurred for the disposal
Gain on disposal of a subsidiary

Total consideration

Net cash inflow arising on disposal:

Cash consideration

Dividend received from the disposed subsidiary
Expenses incurred for disposal

Bank balances and cash disposed of

Annual Report 2007

fre R ERAR I

BE-PELEF A= —FILEE

48. HE—FEINB AR 2R

RZZZEELFNAELH AEBEUY
180,000,000 7 7T 2 AR B AR & 77 =X & 71— A
MBAR(EE) 215110 - BESR 2z
#@#) 158,212,000 7T « At - AEERESEZ
P HE AR 50.100f& 2= 34.990% » Ak & ETH AR
SEMBAR  MKAREEZEERE - B
PERHEEZEEFENT ¢

—EZLFFR 141

HK$'000
FET
HEEEFERE
LB 35,600
FERE 100
JEUERTE - 2 RIBFFIE 7,536
FEHF - RITEBR LIRS 98,460
e BRIE M e ST 7R (1,236)
B S R URIE (8,418)
REREAE 2174
EEFE 129,868
49.90% L SR R g (64,769)
AEBOLHEEFE 65,099
NHEREEEFE (18,424)
R ERTHLE R BIRS Z 388 (3,976)
42,699
Er L /NCIE Q] (30)
DIEAEER L ER
BEZEESE
(Bt AR & R)ER) 42,669
DMEEREEEFE 18,424
HEEACHX 3,364
HE B AR Z WS 158,212
BRE 180,000
HEMEAZRESRAFE !
BeRE 180,000
BB &N B A FUELZ /B 3,976
HEELEZHAE (3,364)
BHEZRITERLE S (98,460)

82,152
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ire R

R —FEE+F A=A, —HIFE

49. FINANCIAL INSTRUMENTS 49, o T A
2007 2006
HK$"000 HK$'000
FEx FHET
Financial assets CREE
Financial assets at fair value through profit or loss RATEFARGRZ SREE
Held-for-trading FHEEER& 367,753 142,218
Designated as at fair value through profit or loss W BRERATHER AR Em T 101,516 223,552
Loans and receivables B EWARTE 9,154,392 10,263,670
Available-for-sale financial assets FEEmEE 11,916,268 8,532,632
Financial liabilities cHaE
Financial liabilities at fair value through profit or loss AP EFAMGERZ S REE
classified as held-for-trading WHBEARIFEERR
Derivative financial instruments PTHEEMIA 50,851 168,644
Amortised cost BSHAAR 13,305,874 16,936,104
Financial guarantee contracts BB ERA L 618 328

50. MAJOR NON-CASH TRANSACTIONS

For the year ended 31st December, 2007, the Group had the following major

non-cash transactions:

@

(b)

During the current year, the Company issued and allotted a total of
23,829,941 ordinary shares and 16,230,066 ordinary shares of HK$0.10
each at HK$11.628 and HK$11.532 each respectively in lieu of cash for
the 2006 final and 2007 interim dividends totalling HK$464,260,000 (as
referred to note 46).

During the current year, the Bonds with an aggregate principal amount of
HK$4,000,000 were converted into 573,888 ordinary shares of HK$0.10
each of the Company.

For the year ended 31st December, 2006, the Group had the following major

non-cash transactions:

@

(b)

For the year ended 31st December, 2006, the Company issued and
allotted a total of 17,529,207 ordinary shares and 22,466,222 ordinary
shares of HK$0.10 each at HK$9.05 and HK$8.72 each respectively
in lieu of cash for the 2005 final and 2006 interim dividends totalling
HK$354,544,000 (as referred to note 46).

For the year ended 31st December, 2006, the Bonds with an
aggregate principal amount of HK$1,044,290,000 were converted into
145,955,274 ordinary shares of HK$0.10 each of the Company.

50. F2IFBER S
BE-TELF+ A=+ ALFE F5E
ZEEFREIHWIAT ¢

@ WAEAFE  KXAFDHIA11.6288 T Kk
11.532 8 &7 RELEEREE0.10/8 7T
2 A 23,829,941 % & 16,230,066 fi%
IRBEZETERNFRAR ST FHH
2 IR & B 8% 464,260,000 7 7T (2 5K
F£46) °

(b) WAFE - A& 4% 54000000 T2
EHERBARNARSREEIOE L E
A% 573,888 % °

HE-TTRFET_A=+—HILFE  ~&E
ZEEFREZHWT

@ HE-ZTAFt-_A=+—HIEFE &
NEID RIA9.05 7T & 8.72 B T 84T IR B
FEREE0I0B T i 17,529,.207
f& % 22,4662228% MR B ZTERHF
KR ZZEENFHRBZRCRBBE
354,544,000 % 7T (2 R I3t 46) o

b BEZZEAFT_A=+—HLFE"
N & 4858 5 1,044,290,0008 T 2 EH K
BAEARQNRFREEIOE L L iEE
145,955,274 % o
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51. PLEDGE OF ASSETS

At the balance sheet date, the carrying amounts of the assets pledged by the
Group to secure general banking and other loan facilities granted to the Group

are analysed as follows:

Investment properties wEME

Property and other fixed assets YE N E A ETE & =
Prepaid lease payments TS RIS
Available-for-sale investments FERE

Stock of properties mEEFE
Equity-linked notes IR IR
Investments held-for-trading BHEEREZIRE
Non-current pledged deposits FEM BN IRIF K
Current pledged deposits MBI RTF R

In addition, the Group has subordinated and assigned its advances to associates
and advance to an investee company of approximately HK$1,152,000,000
(2006: HK$802,100,000) to financial institutions to secure banking general
credit facilities granted to associates and investee company and interests in
certain subsidiaries of the Company have been pledged as part of the security

to secure certain bank borrowings granted to the Group.
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fre R ERAR I

BE—FE+Ff _A=+—HIFE

1. EEEH

REER  AEB ARG HAEEHH 2 —
BIBITEEREMERMER - EEREED
B NN

2007 2006
HK$'000 HK$'000
FERT TETT
37,048,548 30,062,603
47,635 49,119
239,229 239,804

- 7,034,970

561,938 2,829,483

- 223,552

194,690 -
79,217 71,606
406,492 1,014,351
38,577,749 41,525,488

o REEBREBE QR REZIRE AR
BZ2RITEEREBNBERRREXRER
A FIE 491,152,000,000% ;T ( = T T X
802,100,000 7T ) % 55 N 5 R B TS e - AR
ANRETHB ARz ERRE EIRERRNEE R
BETHRITEEZ B HET -
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

52. CAPITAL COMMITMENTS AND CONTINGENT

(a)

LIABILITIES
Capital commitments:
Authorised and contracted for: EHERB R
Development expenditure of BEAMEERAX
properties in Hong Kong
Development expenditure of B RPE R
properties in Mainland China
Development expenditure of RPIYE B R
properties in Macau
Acquisition of land (Note) R b (BE)
Renovation of properties EREIE/ES
Authorised but not contracted for: ERLEBRSEL -
Development expenditure of properties EEMEERAT
in Hong Kong
Renovation of properties BRI /S

Note: As at 31st December, 2006, the Group committed to pay approximately
HK$510,270,000 for balance of land costs in respect of an acquisition of
two pieces of land in Chengdu of Mainland China.

ire R

R —FEE+F A=A, —HIFE

BAAEPENSRAE

52.

(a)

BEAE
2007 2006
HK$"000 HK$'000
FTiEx THET
460,080 513,922
126,637 -
51,780 36,802
- 510,270
276,546 282,467
915,043 1,343,461
163,113 164,814
224 1,200
163,337 166,014
Bt : RZFERFHA=T—R - AREE

FABLES AR R T BIRRERES 2 33

+ A A2 EE 4D 510,270,000 87T °
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52. CAPITAL COMMITMENTS AND CONTINGENT 52.

(b)

(9

LIABILITIES (cont'd)

Contingent liabilities:

Guarantees given to bank, in respect
of banking facilities utilised by

associates/investee company

Guarantee given to third parties in respect
of those rent of disposed properties

previously held by a subsidiary

Guarantee given to a bank in respect
of banking facilities in lieu of the cash
public utility deposit jointly utilised

by subsidiaries

Risk management

=l
I

Annual Report 2007
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BAEE NS AR AIE (E)

(b)

REERER],/ BERENRF
R 2 RITEERMRT
RE R

REMBLRBEREZ
SHEMERE=HRH
ZIEEER

RERWERE
ERRITHRZIEER
PRS-k N EE T e
A RITER 2 B R

(c)

The Group has established adequate risk management procedures that

enable it to identify, measure, monitor and control the various types of

risk it faces. This is supplemented by active management involvement,

effective internal controls and adequate internal audits in the best

interests of the Group.

53. OPERATING LEASES

The Group as lessee

Minimum lease payments paid under

operating leases in respect of

premises during the year

HARELME -
2007 2006
HK$'000 HK$'000
TR TAT
1,069,650 740,500
- 7,204
10,000 10,000
1,079,650 757,704

B EE

AEEEH —ExENRREERERS

AR - 8 -

ERREHRE SR
Al wEARENEEESE

B

NEREIE R R AW A EME R - IREARE

B ) AR & e

53. AR
F B BAEA
2007
HK$'000
TExT
AEEREXRBOBRBYMESN
ZREHEEHE

603

2006
HK$'000

THTT

222
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Notes to the Consolidated Financial Statements
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53. OPERATING LEASES (cont'd)

The Group as lessee (cont’d)
At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases, which fall due as

follows:

R—FR

Within one year

In the second to fifth year inclusive

Operating lease payments represent rentals payable by the Group for certain of

its office properties. Leases are negotiated for an average term of 1 to 2 years.
The Group as lessor

Property rental income earned during the year was approximately
HK$773,331,000 (2006: HK$667,913,000) less outgoings of approximately
HK$72,304,000 (2006: HK$60,516,000).

The investment properties of the Group are expected to generate annual rental
yields of 2.18% to 9.09% (2006: 3.3% to 10.7%) on an ongoing basis. All of

the properties held have committed tenants not exceeding five years.

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

E_EENF(BREEMSF)

ire R

BE-FE 4 o — A
53, BEHEA (&)

FEEBABA (F)
REER  ARERTAIMBEZEROZBRSR
B RER AR T D HRE R A -

2007 2006
HK$'000 HK$'000
FTET TAT
810 241
1,028 -
1,838 241

EEBAOBESEAEEREETEFEYEREN
ZHE - MOFAT-—EMFERE X

BB A

RERNBRIRZMERS WAL E773,331,0007%
TT(ZEZT R : 667,913,000/87T) » HIKRFX
4972,304,00078 70 (ZZFZ/XF : 60,516,0007%8

JT) e

REE 7 HE YRR S ENSEF2.18%E
9.09% (ZZFZTNF : 3.3%ZE 10.7%) 2 A& K
R o FIEYE 2 A EAYER A F Y TR
BAF o

REER  AKBEEEBEFFTA TIMEZA
BREREHSRE

2007 2006

HK$'000 HK$'000

FHET FAET

Within one year R—FRA 746,961 591,204
In the second to fifth year inclusive FEFRT (BIEERME) 690,961 344,896

1,437,922 936,100
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54. RETIREMENT BENEFIT SCHEMES

The Group participates in both a defined contribution scheme which is
registered under the Occupational Retirement Scheme Ordinance (the “ORSO
Scheme”) and a Mandatory Provident Fund Scheme established under the
Mandatory Provident Fund Ordinance (the “MPF Scheme”) in December 2000.
The assets of the schemes are held separately from those of the Group, in
funds under the control of trustees. Employees who were members of the
ORSO Scheme prior to the establishment of the MPF Scheme were offered
a choice of staying with in the ORSO Scheme or switching to MPF Scheme,
whereas all new employees joining the Group on or after 1st December,
2000 are required to join the MPF Scheme. For members of the MPF Scheme,
the Group contributes 5% of relevant payroll costs to the MPF Scheme,
which contribution is matched by the employees and the Group. The Group
contributes 5% to 10% of relevant payroll costs to the ORSO Scheme and the

contribution by employees is at 5%.

The total costs charged to the consolidated income statement of approximately
HK$4,465,000 (2006: HK$3,990,000) represent contributions payable to

these schemes by the Group for the year.

55. RELATED PARTY TRANSACTIONS

During the year, the Group entered into the following transactions with related

parties:
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fre R ERAR I

BE-FErE+ ==+ —HLFE
4. BIREH TS

IS ’3,\—IE@%J@%%LWJQJM?IJﬁﬂﬂ E
ZHFEE([BERARAE ) MR —FTTF
T AMTEREEHIEA %éﬁiw l12avi
ZRBIEAERE ([RESE]) - 2558
ZEEEAREEZEENRIA  WAXFEA
B o MRTEEF 8RR - BEEERAKGEINE
ZREMERBEES MBREAEXERS2M
BREEHE MR-_ETTF+_F-ARZE
MAREE 2 #rREHAD MBEDE - A%
BBt Bz KB mBED S BIEL B
Bz 500 3K - E1E B 2 AR - ANEE AR
FRREHEIEL B BH BN Z 5% = 10% H5K -
12 8 BIVEH 5% 5K o

RirE W= RN 2 BB R4 A 4,465,00078 7T
ZEE N 13,990,000 7T ) ¢ BEIANEE R A
FREMAZESTEEMN ZHK -
55. BEALTR S
RER - A&

—

HEEEATET MRS

Income received from associates: B E AR Z I
Secretarial fee WEBRA
Office and retail rental BrERTEMEES
Building management fee AEERE
Management fee ERE
Interest income FLEMA
Administration fee T E
Accountancy fee HE

Rent and rates paid to associates

Consideration paid to an associate for acquisition
of a subsidiary

Consideration received from an associate for
disposals of investment properties

Consideration paid to an associate for acquisition

of a subsidiary

Details of the balances with related parties as at the balance sheet date are set

out in Notes 29 and 44 above.

ENEE R B2 HE R ER

SRS — T A B S — R 2

REZRE

S ERE Y ERER—HE

REZRE

FAUL RS — T8 A B S — R

REZRE

2007 2006
HK$"000 HK$'000
FET BT
7 7
668 1,150
36 113
48 1,207
8,969 8,389
162 -
120 120
614 425
20,000 -

g
29,280 -
- 388,591

REEEH - B
ME5E 29 K2 44 o

BATZRBHEHRFHBERN X
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

The Directors are of the opinion that a complete list of the particulars of all
subsidiaries would be of excessive length and therefore the following list
contains only the subsidiaries as at 31st December, 2007 which principally

affected the results or assets of the Group.

Fully paid

Place of Class of share/ share capital/

incorporation/ registered registered

operation capital held capital

Name of subsidiary B Aye e,/ BRBRA/
WEARER KEhE T EA R HMER
Able Castle Limited British Virgin Islands Ordinary US$1
RERARES ERK 1%

Alpha Team Limited British Virgin Islands Ordinary US$1
HEBRARKES el (ES

Baharica Limited Hong Kong Ordinary HK$20
& ERK 2087

Billion Up Limited British Virgin Islands Ordinary US$1
HEBRARES el (E

Bingo Power Limited British Virgin Islands Ordinary US$1
RERARES ERK 1%

Cardin Factory Limited Hong Kong Ordinary HK$2
SABERAR BE el 28T
Century Basic Limited British Virgin Islands Ordinary US$1
HEBRARES il (E

Chi Cheung Investment Hong Kong Ordinary HK$3,387,659.87
Company, Limited * % LiER 3,387,659.87 57T

EREXBRAR*

= A
ire

VIS ERA P

R —FEE+F A=A, —HIFE

56. T2WBARIFIE

B=x

Tk e it TRAKER

& =7
=

RIIEE2HMHBARER ST RIEBER

—ETLF+=HR

St—AUAREY $ENEEAEEYE YK
BREZEE -

Directly
EE

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company
ERAMBHERE
AMEREEZEDL

Indirectly

B

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 61.96%

Principal activity

IRER

Securities investment

BHFRA

Investment holding
REEKR

Property investment

NERE

Investment holding
REEKR

Securities investment

BHAE

Property development
and trading
NEERREER

Securities investment

Investment holding
REER



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEAREE

Chinese Estates, Limited

EANEXBRAF

Chinese Estates
(Harcourt House)

Limited

Chinese Estates (Tung Ying
Building) Limited

Chinese Estates (Windsor

House) Limited

Chinese Field Limited

Conduit Road
Development Limited
TEEERERAA
Dollar Union Limited
SREAERDT

Eastern Long Limited

Everbright Pacific Ltd.

Place of
incorporation/
operation
ML

Hong Kong
BE

Hong Kong
B

Hong Kong

BB

Hong Kong
BE

British Virgin Islands
REERARES

Hong Kong

BE

Hong Kong
BE

British Virgin Islands

RREARES

British Virgin Islands
REERARES

Class of share/
registered
capital held
it/

T E AR

Ordinary

Ordinary

Ordinary

Ordinary
Non-voting deferred
ERZBELR

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
HBrBE/
AfER

HK$1,000
1,00077T

HK$200
20078 7T

HK$2

287

HK$100
100787T
HK$2
28T

US$1
1%

HK$10,000

10,0007

HK$100
1007

US$1

1%

US$1
1%
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56. T 2B QR

Proportion of
nominal value
of paid-up capital/

registered capital
held by the Company
FRAMBEERE/
AMEAEEZEDL
Directly Indirectly
HE G
100% -
- 100%

- 100%

- 100%

- 100%

- 70%

- 87.5%*

- 100%

- 100%

5 (&)

Principal activity
TRER

Investment holding

and provision of
management services
REERRRHERRS

Property investment

NEEE

Property investment

NERE

Property investment

NERE

Securities investment

Property development
NEER

Property development
and trading
NEBRRREER

Securities investment

Securities investment



150 Chinese Estates Holdings Limited ZEAEBXEE

Notes to the Consolidated Financial Statements 45 & BAFSERFT M T

For the year ended 3 1st December, 2007 B2 —TF+Ff - A=+—HIFE
56. PARTICULARS OF PRINCIPAL SUBSIDIARIES 56. T2KIBARIFIS (B)
(cont'd)
Proportion of
Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary A Frisie,/ BRERE/ KATAMBHARRA/ Principal activity
WEARER KEhE T EA R HMER AMEXEEZEAL TEEXK
Directly Indirectly
EE B3
Evergo China Bermuda/ Ordinary ~ HK$100,775,869.10 - 100% Investment holding
Holdings Limited Hong Kong L@k 100775869.1057T REER
BRE/
0
Evergo Holdings Hong Kong Ordinary HK$1,000 - 100% Investment holding
Company Limited BB Lk 1,000/87T REER
EEREEBRAT
Fair City Limited Hong Kong Ordinary HK$2 - 100% Property investment
BB BE il 28T NERE
Fair Eagle Finance Hong Kong Ordinary HK$10,000,000 - 100%  Securities margin financing
Credit Limited E0 TRk 10,000,000/ 7T BRRECHE
AETRARAR
Fair Eagle Futures Hong Kong Ordinary HK$5,000,000 - 100% Brokering and dealing
Company Limited o L@k 5,000,000 7T in futures contracts
AEHERRAT HEal
BEREE
Fair Eagle Securities Hong Kong Ordinary HK$228,000,000 - 100% Provision of
Company Limited BB il 228,000,000/%7T brokerage
REEFERAA R RS
Fancy Mark Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
EBRARES el (E EHRE
Geneva Developments Hong Kong Ordinary HK$2 - 100% Property investment
Limited EE ERK 28T NERE

ERERERAF



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEAREE

Global Stage Limited

Global Young
Holdings Ltd.

Grand Silver Limited
(Business name:
Grand Silver Capital
Limited)
(%A% : Crand

Silver Capital Limited)

Grandhall Secretarial

Services Limited

BENEREER LA

Creat Empire

International Ltd.

Great Will Limited

Groupluck Company Limited

Hero Basic Limited

Hillsborough Holdings
Limited

Place of
incorporation/
operation
ML

British Virgin Islands
EERRRES

British Virgin Islands
REEARES

British Virgin Islands/
Hong Kong

RERRRHE/
5B

Hong Kong
B

British Virgin Islands
REEARES

British Virgin Islands
REERARES

Hong Kong
BE

British Virgin Islands
REERARES

British Virgin Islands/
Hong Kong

RERRRHE/
BB

Class of share/
registered
capital held
it/

T E AR

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
HBrBE/
AfER

US$1
1%

US$1
1%

US$1
IES

HK$10,000
10,000/ 7T

US$1
1%

US$1

1%

HK$2
28T

US$1
1%

US$1
1%

Annual Report 2007
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56. T 2B QR

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
FRAMBEERE/
AMEFHEZEDL
Directly Indirectly
HE &

- 100%

- 100%

70.01%

- 100%

- 100%

an

- 100%

- 100%

- 100%

- 100%

5 (&)

Principal activity
TRER

Securities investment

Property investment

NERE

Property development
NEER

Secretarial services

WERS

Investment holding
d securities investment

BEBBRESRA

Property investment

NEEE

Money lending
&

Securities investment

Property investment

NERE
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEAREE

Honest Good Limited

Longman Limited

Luckpoint Investment
Limited
FAREBERAA

Lucky Well

Investments Limited
Million Point Limited
Modemn City

Investment Limited

HAREERLA

Moon Ocean Ltd.

Oriental Ford
Finance Limited

BEMBERAR

Oriental Kingdom
Limited

Place of
incorporation/
operation
ML

British Virgin Islands
EBRARHES

British Virgin Islands
EREARES

Hong Kong
&
British Virgin Islands

EREARES

British Virgin Islands
EREARES

Hong Kong

BE

British Virgin Islands
EBRARHES

Hong Kong
&g

British Virgin Islands
EREARES

Class of share/
registered
capital held
FiRe,/

T EA R

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary
Non-voting deferred
BREEETR

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
BRBRE/
AR

US$1
E

US$1
1371

HK$4
45T

US$7,001
7,001 %7T
US$2,999
2,999% 7T

HK$2
28T

ire R

R —FEE+F A=A, —HIFE

56. X 2B ARG (&)

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
ERAMBHERE
AMEXEEZEAL
Directly Indirectly
EE B3

- 100%

- 100%

- 100%

- 100%

- 100%

- 75%

70.01%

- 100%

- 100%

Principal activity

IRER

Securities investment

BHRA

Securities investment

Investment holding
REER
Securities investment

BHRA

Investment holding
REEKR

Property investment

NERE

Property development

NEEE

Money lending
&

Securities investment



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEAREE

Paul Y. Holdings
Company Limited

Paul Y. (New Tunnel)
Limited

{RE (FBE) AR A

Perfect World
Company Limited

BEMEERERLA

Pinecrest International

Limited

Pioneer Time

Investment Limited

Rich Honour Limited

LEERRA

Rich Zone Limited

Silver Step Limited
HEBRAA

Place of
incorporation/
operation
ML

Cayman Islands/
Hong Kong

ReRs/
&3

Hong Kong
&g

Hong Kong
B

British Virgin Islands
REEARES

British Virgin Islands/
Hong Kong

RERRRHE/
B

Hong Kong
BB

British Virgin Islands
EBRRRES

Hong Kong
B

Class of share/
registered
capital held
it/

T E AR

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
HBrBE/
AfER

HK$70,715,005.70
70,715,005.70 77T

HK$2

287

HK$10,000
10,000/ 7T

US$1

1%

US$1
1%

HK$2

28T

US$1
1%

HK$2

28T
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56. T 2B QR

Proportion of
nominal value

of paid-up capital/

registered capital
held by the Company
FRAMBEERE/
AMEAEEZEDL
Directly Indirectly
HE G
100% -
- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

5 (&)

Principal activity
TRER

Investment holding
REER

Investment holding
REEK

Estate management

UESSES

Investment holding
REEK

Property investment

NERE

Investment holding
REEK

Securities investment

Property development
and trading
ESHEY S
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEAREE

Silvercord Limited
RRBRAF

Sincere Express Limited
Sky Rainbow Limited
Sky Silver Limited

Smart Ocean Limited

Speed Win Limited
AERRAT

Speedy Energy Limited

Stable Castle Limited
ZRBRAF

Sun Power

Investments Ltd.

Place of
incorporation/
operation
ML

Hong Kong
BE

British Virgin Islands
EREARES

British Virgin Islands
EBERRHES

British Virgin Islands
EREARES

British Virgin Islands
EBEARHES

Hong Kong
&g

British Virgin Islands/
Hong Kong

RBRAREE/
BE

Hong Kong
BE

British Virgin Islands/
Hong Kong

RBRAREE/
BE

Class of share/
registered
capital held
FiRe,/

T EA R

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

LRk

Ordinary

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
BRBRE/
AR

HK$14,600
14,600787T

US$1
1371

US$1
E

US$1
1371

US$1
E

HK$2

28T

US$1
1371

HK$1
15871

US$1
1%L

ire R

R —FEE+F A=A, —HIFE

56. X 2B ARG (&)

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
ERAMBHERE
AMEXEEZEAL
Directly Indirectly
EE B3

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activity

IRER

Property investment

NERE

Securities investment

Securities investment

BHAE

Securities investment

Investment holding
REER

Property development
and trading
NEERREER

Securities investment

Property investment

NERE

Securities investment
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES 56. TE2WB QRIS (&)
(cont'd)
Proportion of
Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary it A e,/ BRRE/ RAAMBRERE/ Principal activity
WEAR SR KEhE T E AR AfER AMEFHEZEDL TEER
Directly Indirectly
HE &

Sunny Ocean Limited British Virgin Islands/ Ordinary US$1 - 100% Property investment
(Business name: Hong Kong LREK E WERE
Sunny Ocean Investments ~ REB#E A S,/

Limited) 5B
(B4R - Sunny
Ocean Investments Limited)
Sunny Smart Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
ERGEERES il IE ERRE

Super Full Hong Kong Ordinary HK$1 - 100% Securities investment
Investments Limited BE TRk 187 BEARE

BHRERRAT

Time Sense Limited British Virgin Islands Ordinary US$1 - 100% Securities investment

RBEARES LREK 157 BEARE

The House of Kwong Hong Kong Ordinary HK$500,000 - 100% Cosmetics distribution
Sang Hong Limited BB il 500,000757C and trading

EEEERAR tmAERES

Topwood Limited British Virgin Islands Ordinary US$1 - 100% Securities investment

ERGEARES il IE ERRE

View Success Hong Kong Ordinary HK$2 - 61.96% Property investment
Investments Limited BB LREK 28T and trading

RFREBB AT NERERER

Viewide Properties British Virgin Islands/ Ordinary US$1 - 100% Property investment
Limited Hong Kong LREK IE WERE

RERRRHE/

&R
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES 56. T EMIB A TS (BB)

(cont'd)

Proportion of

Fully paid nominal value

Place of Class of share/ share capital/ of paid-up capital/

incorporation/ registered registered registered capital

operation capital held capital held by the Company
Name of subsidiary A Frisie,/ BRERE/ KATAMBHARRA/ Principal activity
WEARER KEhE T EA R HMER AMEXEEZEAL TEEXK

Directly Indirectly

EE &
Well Stand Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
RERARES ERR 1% ERRE

Worldwide Kingdom British Virgin Islands Ordinary US$1 - 100% Securities investment
Limited HEBRARKES el (ES EHRE

BEaREME () PRC Registered US$100,000,000 - 100% Property development
BRAT] H EMER 100,000,000 %7¢ NEEE

Evergo Real Estate (wholly foreign-owned
(chengdu) Company enterprise)

Limited (INEBERZE)

FreRE(DS) PRC Registered US$10,500,000 - 100% Property investment
BRAR (AR LES i AMER 10,500,000 557 ESIE
BAEBRLNE) (wholly foreign-owned

(Evergo Real Estate enterprise)

(Shanghai) Company UMTBERE)
Limited) (Formerly known

as Shanghai Golden Sea

Building Ltd.)

EEREE(B#H) PRC Registered US$150,000,000 - 100% Property development
BRAF & A ER 150,000,000 7T B S

(Evergo Enterprises (wholly foreign-owned
(Chengdu) Company enterprise)

Limited) (INEBERE)

RFAER R A ERII - SR E A RS
EREBES -

None of the subsidiaries had any debt securities subsisting at the end of the

year or at any time during the year.

B LTAR
NS E5 A 75% I Power Jade Limited 575 25%

# Listed company in Hong Kong #
* 75% owned by the Group and 25% owned by Power Jade Limited *



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

57. PARTICULARS OF PRINCIPAL ASSOCIATES

The Directors are of the opinion that a complete list of the particulars of all
associates would be of excessive length and therefore the following list contains
only the associates as at 31st December, 2007 which principally affected the

results or assets of the Group.

Name of associate

BENRAEH

Best Profit Limited
EEARAT

Direct Win
Development Limited
SRERARAT

Earn Elite
Development Limited

BARRBRAA

Ever Sure Investments
Limited
KRR E BB AT

Finedale Industries Limited

EHEXERAF

G-Prop (Holdings)
Limited *

TELEERAA

Healthy Point Limited
BABRAF

Power Jade Limited
(Business name:
Power Jade Capital Limited)
(7547 : Power Jade
Capital Limited)

Place of Class of share/
incorporation/ registered
operation capital held
ML, PR,
RewE EMERER
Hong Kong Ordinary
BB gL
Hong Kong Ordinary
BB B
Hong Kong Ordinary
BB TiER
Hong Kong Ordinary
e gl
Hong Kong Ordinary
BB R L
Bermuda/ Ordinary
Hong Kong Timik
BRE/
BB
Hong Kong Ordinary
BB TRk
Non-voting preferred
EREEEER
British Virgin Islands / Ordinary
Hong Kong Timik
RERRAES
BB

=l
I
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57.

B=x

Fully paid
share capital/
registered
capital
BERE
EfER

HK$1
18T

HK$900
900/ 7T

HK$2
2787

HK$2
2787

HK$9,999
9,999 8T

HK$20,282,550
20,282,55078 7T

HK$2
2%
HK$1

1%t

US$20
20T

T Rk A N = 2
TEE NS

ERA/TIE AL R
Al I -

Percentage
of equity
attributable
indirectly
to the Group
RSB RS
BRABS L

25%

33.33%

30.98%

50%

20.65%

13.69%

30.98%

50%

AENESREAN

ket TRAKER-_FTTLF+_-A
AR RENEERERTE

Principal activity
FERER

Property development
MEER

Property development
and trading
MEERIEER

Property investment

MERE

Property development
and trading
WEERNER

Property investment

MERE

Investment holding
REER

Property investment

MERE

Investment holding
REER
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Notes to the Consolidated Financial Statements

BEXEE

For the year ended 3 1st December, 2007

57. PARTICULARS OF PRINCIPAL ASSOCIATES

(cont'd)

Name of associate

BENREN

Strongplus Limited

The Kwong Sang Hong

International Limited

Union Empire Limited

BEARAT]

EEREMERRAR

Chongging Champion
Globe Company
Limited

EEVEMERRA
Chongging Champlon
King Company Limited

EEREFMERRAR
Chongging Sino Land
Company Limited

RABMAEBRAR
Oriental Arts
Building Co. Ltd.

Place of Class of share/
incorporation/ registered
operation capital held
AV PR,/
REH EMERER
British Virgin Islands Ordinary
REERRES gl
Bermuda Ordinary
[EE3:4 el
Hong Kong Ordinary
e gl
PRC Registered
i AMER
(wholly foreign-owned

enterprise)
GIEEELE)
PRC Registered
I AMER
(wholly foreign-owned

enterprise)
GIEEELE)
PRC Registered
I AMER
(wholly foreign-owned

enterprise)
GIEaBEELE)
PRC Registered
HE &R
(Sino-foreign equity

joint venture enterprise)

(PHEERELE)

# Listed company in Hong Kong

H—|
Wéﬁﬁﬁ
BE-TTLEF=
57. T2HERNF

Percentage
Fully paid of equity
share capital/ attributable
registered indirectly
capital to the Group
BRRE FEERERENG
HfEA BRAEBDE
us$2 50%
2%ETT
HK$100,000 50%
100,000 #7T
HK$1 25%
1B
HK$650,000,000 25%
650,000,000 7T
HK$650,000,000 25%

650,000,000 77T

HK$760,000,000
760,000,000 77T

US$24,920,000
24,920,000 % 7T

#

25%

50%

BB LT

ot
w

Principal activity
FREHR

Investment holding

REER

Investment holding
REERK

Property development

MEER

Property development
WEER

Property development
MERRE

Property development
MERRE

Property investment

and hotel operation

MERE RBERE



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

58. BALANCE SHEET INFORMATION OF THE
COMPANY

Investments in subsidiaries HBARIRE
Amounts due from subsidiaries FEULHT B A R FIE
Other current assets EMREEE
Amounts due to subsidiaries raMBARFIE
Convertible bonds AR ES

Other current liabilities HEtnEhaE
Financial guarantee liabilities MBRERERE

Net assets EEFE

Share capital (Note 46) B&A (i3 46)
Reserves e

Total equity MR KRR ER

(@) The HKICPA has issued a number of new and revised HKFRSs and
Interpretations which are effective for the Company’s financial year
beginning on 1st January, 2007. The adoption of the new HKFRSs
has no material effect on how the results and financial position for the

current or prior accounting periods have been prepared and presented.

The Company has undertaken to provide necessary financial resources
to support the future operations of the subsidiaries. The Directors are
of the opinion that the subsidiaries are financially resourceful in settling

obligations.

(b) The carrying amount of the investments in subsidiaries is reduced to
their recoverable amounts which are determined by reference to the
estimation of future cash flows expected to be generated from the

respective subsidiaries.

Annual Report 2007
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58. RARINGEE H ZE R

(@

(b)

2007 2006
HK$"000 HK$'000
FERT FHT
5,140,342 5,140,304
3,424,825 1,717,950
2,440,685 4,695,758
(4,168,183) (3,437,090)
- (279,689)
(603) (547)
(5.635) (6,145)
6,831,431 7,830,541
230,044 225,981
6,601,387 7,604,560
6,831,431 7,830,541

BEGHMASERMEZEAR _TELF
—A—BRBZARRWBFEERZH
FIRRERTBEAM B ME LR RRE - &
RZEMBAM GRS EALBEBH AR EE
HF BT SR EE R BRI 2R
HEERTABREMNERTE -

ARREAGREMFHBEIR - AH
ZEMBAR ZARREE - EFERR
ZEMBRARAE RAUBERBITEE -

RHTBARREREERSZHATES
BRI RESE S ETEA R A SH
al

#
BRARZAEFARRREREETE °

—ZEZLFF®R 159
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BEXEE

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

58.

(d

59.

@

(b)

BALANCE SHEET INFORMATION OF THE
COMPANY (cont'd)

The amounts due from (to) subsidiaries are unsecured, interest-free and
have no fixed repayment terms. In the opinion of the Directors, the fair
values of the amounts due from (to) subsidiaries at 31st December,

2007 approximate their corresponding carrying amounts.

Loss of the Company for 2007 amounted to approximately
HK$697,000,000 (2006: profit of HK$2,570,000,000).

POST BALANCE SHEET EVENTS

On 17th January 2008, the Group entered into a conditional sale and
purchase agreement with Chi Cheung, which is a 61.96% interest
subsidiary of the Group in relation to the acquisition of share interests in

and loans to certain subsidiaries of Chi Cheung.

For further details, please refer to the Company’s joint announcement
with Chi Cheung dated 17th January 2008.

On 1st February, 2008, Chi Cheung announced that the major
transaction made on 23rd March, 2007 concerning acquisition of 50%
shareholding in and shareholder's loan due from Canaria Holding Limited
and the loan due from Earn Elite Development Limited was terminated
as the vendor and debt vendor could not fulfil the conditions precedent
by 31st January, 2008. The termination of the agreement would not
have any material adverse effect on the business operation and financial

position of the Group.

ire R

BE—F

58.

©

(d)

59. %

@

(b)

TE = = —F
ARFIREER 2 &R (B)

U (RE)MBARFRERERR %
SERITEEFTERY -EFERR - W
(RE)MBRRFER_ZTLF+ A
=t Az HERERRE@ERS

ARAR_ZZEZELFZEENA
697,000,000 L( ZEZEXRF  wfl A
2,570,000,00087¢) °

EHHREIA

RZZEZEN\F—A++tH AEEHEHEH
NEEEF61.96% s 2 HEBRR)ET

VERGEERE  BRREEREETH
BAR ZRERER -

—~

RTHE-THIE F2ELARRH
PR -_ZTN\F-A+LEZBAR 7rﬁ°

RZZENFE_F—A  EFEHR=F
T F= A=+ =B34k Canaria Holding
Limited 2 500% i B E FE 5 2 SR B 5RUA
RBAEBRERAGEN ZERMEI L2
TEXRS AREAREBESRERZ
TEN\F—A=+—HZABITHREN
ML LE o BRIER S AREE 2 ETKIEBE
RETEARIG T 2K A ERTFIFE -



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

59. POST BALANCE SHEET EVENTS (cont'd)

©

(d)

©)

On 13th January, 2008 and 29th January, 2008, the Group entered into
two sale and purchase agreements with two separately independent
third parties in relation to the disposals of 1 unit in Malibu Garden and
Dang Fat Mansion at considerations of approximately HK$5,050,000 and
HK$168,000,000 respectively, which shall be satisfied by the respective
purchasers in cash and completed on 7th March, 2008 and to be
completed on or before 25th April, 2008 respectively.

As announced on 31st January, 2008, the Group had a loss on fair value
changes of listed securities investments included in available-for-sale
investments (the “Loss”) for one month ended 3 1st January, 2008. It is
estimated that the Loss amounting to approximately HK$3,336,700,000
will be recognised to equity as securities investments reserve of the
Group for one month ended 3 1st January, 2008. The carrying amount of
the gain on fair value changes of listed securities investments included in
available-for-sale investments accumulated in equity as at 31st January,
2008 will amount to approximately HK$4,807,200,000.

On 5th February, 2008, the Group acquired of 740,518,325 shares
of G-Prop, representing 36.51% shareholding, at a consideration of
approximately HK$120,800,000. Accordingly, the Group holds 50.20%
shareholding in G-Prop and G-Prop became a subsidiary of the Group.

60. AUTHORISATION FOR ISSUE OF

CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for issue
by the Board of Directors on 7th March, 2008.
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