
FINANCIAL OPERATION REVIEW

27

RESULTS

Continuing Operations

Revenue

Revenue for the Year amounted to HK$2,433.5 million (year ended 31st

December, 2011: HK$527.8 million), an 361.1% increase over last year

and comprised gross rental income HK$1,673.2 million (year ended 31st

December, 2011: HK$1,513.8 million); property sales HK$720.5 million

(year ended 31st December, 2011: HK$189.9 million), loss on sales of

investments held-for-trading on a net basis HK$9.2 million (year ended

31st December, 2011: HK$1,227.6 million) and others HK$49.0 million

(year ended 31st December, 2011: HK$51.7 million). The increase in

revenue was mainly due to the increase in sales of development properties

and decrease in recognised loss on listed securities investments.

Gross Profit

Gross profit for the Year amounted to HK$1,865.0 million (year ended

31st December, 2011: HK$283.3 million), an 558.3% increase as

compared with last year which was mainly due to the decrease in loss of

HK$1,218.4 million from sale of listed securities investments and increase

in profit of HK$205.4 million from property sales.

Property Leasing

For property leasing, the rental revenue in retail section jumped by 15.0%

to HK$1,083.6 million and rental revenue in non-retail section jumped by

3.2% to HK$589.6 million respectively during the Year. The total rental

income in revenue for the Year recorded an increase of 10.5% to

HK$1,673.2 million as compared with 2011 of HK$1,513.8 million.

Together with the attributable rental revenue generated from associates

of HK$217.4 million (year ended 31st December, 2011: HK$200.9 million),

the total attributable rental revenue to the Group after non-controlling

interests reached approximately HK$1,887.0 million (year ended 31st

December, 2011: HK$1,710.9 million), which achieved an 10.3% increase

over last year.

Attributable net rental income for the Year showed HK$1,740.6 million,

an 11.4% increase over HK$1,561.8 million in 2011.
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Property Development and Trading

During the Year, the attributable properties sales revenue and the relevant

attributable profit from the Group and its associates recorded a decrease

of 72.2% to HK$949.6 million (year ended 31st December, 2011:

HK$3,419.6 million) and decrease of 59.9% to HK$357.2 million (year

ended 31st December, 2011: HK$891.6 million) respectively.

The Group expects a substantial generation of sales revenue and

recognition of attributable profit in the early of 2013 from the presales of

properties, namely One WanChai in Wanchai (87.5% interest), The

Coronation in West Kowloon (15% interest) as well as the remaining units

of Phase II of Splendid City in Chengdu.

The major components recorded in gross profit are sales of: i-home in Tai

Kok Tsui, City 151 in Kau Pui Lung Road, Phase II of Splendid City and

Phase I of The Metropolis, Chengdu generated a profit of HK$19.8 million,

HK$0.1 million, HK$83.1 million and HK$137.9 million respectively while

MOD 595 in Mongkok recorded a loss of HK$0.2 million and Phase I of

Splendid City, after taking into account of an underprovision of construction

costs of HK$7.5 million, resulting in a loss of HK$5.3 million (year ended

31st December, 2011: profits on sales of MOD 595 of HK$4.2 million, i-

home of HK$11.3 million, York Place in Wanchai of HK$38.5 million and

loss on sale of Phase I of Splendid City of HK$21.7 million).

Parking spaces at The Zenith in Wanchai (87.5% interest) sold during the

Year had contributed an attributable profit to the Group of HK$6.4 million

(year ended 31st December, 2011: HK$6.0 million).

In respect of properties held by associates, The Hermitage in West Kowloon

(25% interest), Indihome in Tsuen Wan (50% interest), Hing Wai Centre

in Aberdeen (50% interest), Kwong Kin Trade Centre in Tuen Mun (40%

interest), Greenville Residence in Yuen Long (50% interest) and Villa

Carlton in Cheung Sha Wan (50% interest) and Shiu Fai Terrace in Stubbs

Road (50% interest) generated profit of HK$17.8 million, HK$89.3 million,

HK$6.8 million, HK$0.9 million, HK$0.2 million, HK$0.3 million and HK$0.1

million respectively (year ended 31st December, 2011: The Hermitage of

HK$834.6 million, Hing Wai Centre of HK$1.6 million, Kwong Kin Trade

Centre of HK$0.4 million and Villa Carlton of HK$0.2 million) as reflected

in the share of results of associates. For the year ended 31st December,

2011, the sale of Parc Palais in Homantin (10% interest) contributed of

HK$16.5 million to investment income.
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Property Development and Trading (Cont’d)

During the Year, the forfeited deposits received for Splendid City of HK$0.4

million (year ended 31st December, 2011: Splendid City of HK$0.1 million

and The Metropolis of HK$0.1 million) was recorded in other income.

At 31st December, 2012, deposits received from stock of properties

contracted to be sold and revenue to be recognised in 2013 amounted to

HK$2,621.1 million. Of which, HK$321.2 million deposits was received

from Phase II of Splendid City, with average selling price of approximately

Renminbi (“RMB”) 0.9 million per unit. The presale recorded for Phase II

of Splendid City was 486 units of RMB419.8 million (equivalent to

approximately HK$522.2 million). Besides, the presale recorded for One

WanChai as at 31st December, 2012 was 193 units of HK$1,970.4 million,

with average selling price of approximately HK$16,000 per square foot,

and the attributable interest of sales to the Group was HK$1,724.1 million.

Revenue and profit from sales of both Phase II of Splendid City and One

WanChai are expected to be recognised in 2013. The presale recorded for

The Coronation was 738 units and the attributable interest of sales to the

Group was HK$1,450.9 million.

The presale recorded of La Scala in Macau was 302 units of HK$3,825.3

million with deposits received of HK$383.9 million.

In summary, the Group together with associates and an investee company,

executed properties sale agreements, including presale agreements, to

third parties and connected persons (as disclosed in Directors’ Report

section under the heading of “Connected Transactions” of this annual

report) with an attributable amount contracted sales of HK$7,667.8 million

(including La Scala) (year ended 31st December, 2011: HK$1,176.4

million) during the Year. Total attributable property sale profit recognised

for the Year was HK$357.2 million (year ended 31st December, 2011:

HK$891.6 million).
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Securities Investments

Under the low interest environment, the Group has closely managed the

securities investments with a view to yield enhancement. During the Year,

the Group recorded a realised loss of HK$9.2 million (year ended 31st

December, 2011: HK$1,227.6 million) on disposal of listed investments

held-for-trading (the loss of which was included in revenue) with gross

proceeds of HK$1,489.4 million (year ended 31st December, 2011:

HK$4,956.7 million). In addition, a realised gain from sale of bonds of

HK$275.7 million (year ended 31st December, 2011: loss of HK$21.0

million) was recognised. The net realised gain for the Year was HK$266.5

million (year ended 31st December, 2011: net realised loss of HK$1,248.6

million).

Furthermore, the Group recorded an unrealised gain of HK$1,307.3 million

(year ended 31st December, 2011: unrealised loss of HK$1,368.3 million)

representing the changes in fair value of listed securities and bonds, which

had no effect to the cash flow of the Group.

During both years, there was no acquisition and disposal on listed equity

securities included in available-for-sale investments.

Summing up the above and adding the net income from dividend, interest

income, other investment income and other finance costs of HK$843.2

million (year ended 31st December, 2011: HK$646.0 million), the gain

recognised on securities investments was HK$2,417.0 million (year ended

31st December, 2011: loss of HK$1,970.9 million).

The respective income/expense from securities investments under different

categories are further elaborated below.

Listed Available-for-sale Equity Investments

The Group had not acquired and disposed any listed available-for-sale

equity investments for the years of 2012 and 2011.
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Securities Investments (Cont’d)

Listed Investments Held-for-trading and Treasury Products

The listed investments held-for-trading and treasury products recorded a

profit before or after finance costs of HK$2,441.3 million (year ended

31st December, 2011: loss of HK$1,924.8 million) and HK$2,417.0 million

(year ended 31st December, 2011: loss of HK$1,970.9 million) respectively

for the Year.

Profit (2011: loss) from the listed investments held-for-trading reflected

in the consolidated statement of comprehensive income for the Year

comprised a gross loss totaling HK$9.2 million (year ended 31st December,

2011: HK$1,227.6 million), an unrealised gain on fair value changes

amounted to HK$1,307.3 million (year ended 31st December, 2011:

unrealised loss of HK$1,368.3 million), a realised gain on bonds of

HK$275.7 million (year ended 31st December, 2011: realised loss of

HK$21.0 million) and dividend, interest income and other investment

income of HK$867.5 million (year ended 31st December, 2011: dividend

and interest income of HK$692.1 million). Net relevant finance costs for

the Year of HK$24.3 million (year ended 31st December, 2011: HK$46.1

million) including interest expense of HK$33.8 million but after exchange

gain of HK$9.5 million (year ended 31st December, 2011: interest expense

of HK$26.2 million, exchange loss of HK$7.9 million and other finance

cost of HK$12.0 million).

Unlisted Securities Investment

On 5th September, 2012, Loyal Pride Limited (“Vendor”), an indirect

wholly-owned subsidiary of the Company, entered into an agreement with

Dynamic Grand Limited (“Purchaser”), pursuant to which the Purchaser

agreed to acquire and the Vendor agreed to dispose 49% of entire issued

share capital of Grandday at a total consideration of US$500.0 million

(equivalent to approximately HK$3,878.5 million) (“Grandday Disposal”)

which was satisfied upon completion by way of (i) cash as to US$200.0

million (equivalent to approximately HK$1,551.4 million); and (ii) the

issuance of the Loan Note by the Purchaser to the Vendor in the principal

amount of US$300.0 million (equivalent to approximately HK$2,327.1

million) (“Loan Note”). The Grandday Disposal was completed on 7th

September, 2012 which resulting in a realised loss of HK$10.5 million

(year ended 31st December 2011: nil) included in investment income,

net for the Year.
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Other Income and Expenses

Other income mainly comes from net building management fee income

and management and maintenance service income decreased to HK$78.7

million (year ended 31st December, 2011: HK$255.1 million (restated)),

representing a decrease of 69.1% as compared with last year. Other income

for the Year also included interest income from the Loan Note of HK$15.0

million (year ended 31st December, 2011: nil). Arrangement fee income

of HK$195.0 million included in the other income of last year primarily

accounted for the decrease for the Year.

During the Year, administrative expenses increased by 3.2% to HK$281.8

million (year ended 31st December, 2011: HK$273.1 million (restated)),

costs of development recognised in respect of property project in Macau

of HK$694.7 million arose from the administrative procedures for

repossession of land in Macau by Macau Government (year ended 31st

December, 2011: nil) and finance costs increased by 4.3% to HK$344.8

million (year ended 31st December, 2011: HK$330.7 million), net of

exchange gain of HK$9.5 million (year ended 31st December, 2011:

exchange loss of HK$7.9 million) on foreign currency loan hedged for

foreign currency securities investments.

Other gains and losses recorded a net gain of HK$235.3 million, mainly

comprised of gain on disposal of G-Prop of HK$107.0 million and

revaluation of stock of properties upon transfer to investment properties

of HK$129.0 million (year ended 31st December, 2011: HK$78.3 million

including reversal of provision for construction cost on contingency claims

made in prior years of HK$16.1 million and gain on disposal of a subsidiary

to a connected person of HK$66.8 million).
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Disposals of Listed Subsidiaries

On 16th June, 2012, Mass Rise Limited, an indirect wholly-owned subsidiary

of the Company (“First Vendor”) and Asian Kingdom Limited, a company

indirectly wholly-owned by a controlling shareholder and Director of the

Company (“Second Vendor”), being vendors, have entered into a sale

and purchase agreement pursuant to which an independent third party

agreed to purchase a total of 1,512,059,473 shares in G-Prop (“G-Prop

Shares”) at an aggregate consideration of approximately HK$423.7 million

(of which approximately HK$285.3 million was paid to the First Vendor

and approximately HK$138.3 million was paid to the Second Vendor). G-

Prop Shares represented (i) all the shares of G-Prop held by the Group

and the Second Vendor; and (ii) approximately 62.26% of the entire issued

share capital of G-Prop with approximately 41.93% held by the Group

and approximately 20.33% held by the Second Vendor (“G-Prop Disposal”).

The G-Prop Disposal was completed on 6th August, 2012. Details of the

G-Prop Disposal were disclosed in the announcement of the Company

dated 17th June, 2012.

On 5th December, 2012, (i) Billion Up Limited (“Billion Up”), an indirect

wholly-owned subsidiary of the Company; (ii) the Company, being the

guarantor of Billion Up; and (iii) a third party independent of and not

connected with the Company and its connected persons, purchaser of

Chi Cheung (“Purchaser of Chi Cheung”), entered into a sale and purchase

agreement pursuant to which Billion Up agreed to sell and the Purchaser

of Chi Cheung agreed to purchase the shares of Chi Cheung held by the

Group, representing approximately 61.96% of the entire issued share

capital of Chi Cheung (“Chi Cheung Disposal”). The Chi Cheung Disposal

was completed on 6th February, 2013. Details of the Chi Cheung Disposal

were disclosed in the announcement of the Company dated 5th December,

2012.

Associates

The share of results of associates for the Year was a profit of HK$580.0

million as compared to HK$1,241.7 million for last year, which was mainly

due to the decrease in recognition on attributable profit from sale of The

Hermitage from HK$834.6 million to HK$17.8 million and increase in

recognition on attributable profit from sale of Indihome HK$89.3 million

(year ended 31st December, 2011: nil).
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RESULTS (Cont’d)

Continuing Operations (Cont’d)

Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China

were revalued at 31st December, 2012, by B.I. Appraisals Limited (“B.I.

Appraisals”) whereas the investment property in the United Kingdom was

revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”). Both

B.I. Appraisals and Peak Vision Appraisals are independent property valuers.

An increase in fair value of HK$6,109.0 million (year ended 31st December,

2011: HK$2,959.6 million) was recorded during the Year mainly as a

result of the upturn of the properties markets in Hong Kong and Mainland

China. This unrealised fair value gain will not affect the cash flow of the

Group.

Discontinued Operation

The business segment of “floating rate and fixed rate notes” on available-

for-sale investments was discontinued during the Year as a result of the

G-Prop Disposal and Chi Cheung Disposal (as disclosed in the paragraph

“Disposals of Listed Subsidiaries” above). Details of the discontinued

operation are set out in Note 12 to the consolidated financial statements

for the Year.

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO

Continuing and Discontinued Operations

Profit

Profit attributable to owners of the Company for the Year was HK$9,794.9

million as compared to HK$3,497.8 million for last year. The increase in

profit for the Year was mainly due to (i) the increase in fair value gain on

investment properties, (ii) fair value gain of bonds as opposed to a fair

value loss for last year, (iii) the decrease in loss of sale of listed investments

held-for-trading; and (iv) the increase in interest income from bonds.

Earnings per share for the Year was HK$5.14 (year ended 31st December,

2011: HK$1.83).

6,109,000,000

2,959,600,000

12

9,794,900,000

3,497,800,000

(i) (ii)

(iii)

(iv)

5.14

1.83



FINANCIAL OPERATION REVIEW

35

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO
(Cont’d)

Continuing and Discontinued Operations (Cont’d)

Core Profit

If the net gain on the major non-cash items of HK$5,815.8 million (year

ended 31st December, 2011: HK$3,283.3 million) are excluded, the Group

will have a core profit attributable to owners of the Company for the Year

of HK$3,979.1 million (year ended 31st December, 2011: HK$214.5

million) and a core earnings per share of HK208.6 cents (year ended

31st December, 2011: HK11.2 cents), which were both 18.6 times to

those of 2011.

The major non-cash items were fair value gain on investment properties,

gain on revaluation of stock of properties together with their respective

deferred tax and costs of development recognised in respect of property

project in Macau totaling HK$5,815.8 million (year ended 31st December,

2011: HK$3,283.3 million).

Dividends

Final dividend of HK1 cent (year ended 31st December, 2010: HK1 cent)

per share in total amount of HK$19.1 million for the year ended 31st

December, 2011 was paid in cash on 13th June, 2012.

Interim dividend of HK1 cent (half year ended 30th June, 2011: HK1

cent) per share in total amount of HK$19.1 million for the half year ended

30th June, 2012 was paid in cash on 13th September 2012.

Total dividends of HK$38.2 million were paid in cash during the Year.

Special interim dividend of HK$1 (year ended 31st December, 2011: nil)

was declared by the Board on 25th January, 2013 and was paid on 22nd

February, 2013.

Repurchase

During the Year, the Company had not repurchased any of the Company’s

share.
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO
(Cont’d)

Continuing and Discontinued Operations (Cont’d)

Cash Payment Ratio

Based on (a) the core profit for the Year of HK$3,979.1 million (year

ended 31st December, 2011: HK$214.5 million) or HK208.6 cents (year

ended 31st December, 2011: HK11.2 cents) per share; and (b) cash final

dividend of HK20 cents (year ended 31st December, 2011: HK1 cent)

per share proposed and interim dividend of HK1 cent (half year ended

30th June, 2011: HK1 cent) per share was paid during the Year; and

(c) special interim dividend HK$1.0 (year ended 31st December, 2011:

nil) per share was declared and paid subsequent to the year end date, the

ratio of such cash payment to the core profit is 58.0% (year ended

31st December, 2011: 17.9%).

NET ASSET VALUE

As at 31st December, 2012, the Group’s total net asset to owners of the

Company amounted to approximately HK$45,546.5 million (31st

December, 2011: HK$35,651.3 million), an increase of HK$9,895.2 million

or 27.8% when compared with 31st December, 2011. With the total

number of ordinary shares in issue of 1,907,619,079 as at 31st December,

2012 (31st December, 2011: 1,907,619,079 shares), the net asset value

per share to owners of the Company was HK$23.88, an increase of 27.8%

over 31st December, 2011 (HK$18.69 per share). The movement in net

asset value was mainly due to (a) total comprehensive income for the

Year attributable to owners of the Company of HK$9,931.3 million; and

(b) payment of final dividend and interim dividend both of HK$19.1 million.

There was no transaction on the listed equity securities investments

categorised as available-for-sales investments for the Year. The carrying

amounts of the listed equity securities investments reserve as at 31st

December, 2012 and 31st December, 2011 were nil.

Other than the G-Prop Disposal, Chi Cheung Disposal (completed on 6th

February, 2013), the existing projects and those disclosed in the annual

results, the Group did not have material acquisition or disposal of assets

and any future plans for material investment or capital assets.

(a) 3,979,100,000

214,500,000

208.6

11.2 (b)

20

1

1

1 (c)

1

58.0%

17.9%

45,546,500,000

35,651,300,000

9,895,200,000

 27.8%

1,907,619,079

1,907,619,079

23.88

18.69 27.8%

(a)

9,931,300,000 (b)

19,100,000

者



FINANCIAL OPERATION REVIEW

37

SECURITIES INVESTMENTS

As at 31st December, 2011, the carrying amount of the listed securities

investments and treasury products was HK$5,741.5 million. During the

Year, the portfolio was increased by a net purchase of HK$3,677.1 million.

After adding the fair value gain of HK$1,307.3 million for the Year, the

listed securities investments portfolio of the Group became HK$10,725.9

million as at 31st December, 2012 representing 14.4% of total assets,

which formed part of the Group’s cash management activities.

As at 31st December, 2012, the portfolio of HK$10,725.9 million (31st

December, 2011: HK$5,741.5 million) comprised (a) equity securities

(investment held-for-trading) of HK$156.3 million (31st December, 2011:

HK$514.9 million) and (b) bonds (financial assets designated as at fair

value through profit or loss) of HK$10,569.6 million (31st December,

2011: HK$5,226.6 million).

Unlisted Equity Securities

During the year, the Group had disposed the unlisted equity securities

mainly consisted of 49% of the entire issued share capital of Grandday

with carrying amount of US$500 million (equivalent to approximately

HK$3,889.0 million) (31st December, 2011: approximately HK$3,889.0

million), which indirectly held the land located at the southeast exterior of

Yin Xing Ken District, Yinyang Town, Qidong, Jiangsu Province, the People’s

Republic of China. Details of the transaction were set out in the

announcement of the Company dated 5th September, 2012.

Notes Held by Listed Subsidiaries

Decrease for the Year mainly represented the floating rate notes which

were disposed of with the G-Prop Disposal. As at 31st December, 2012,

the carrying amount of the fixed rate notes amounted to HK$98.1 million

held by Chi Cheung was classified as assets held-for-sale as a result of the

Chi Cheung Disposal.

RISK MANAGEMENT

The Group has established adequate risk management procedures that

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

faces. This is supplemented by active management involvement, effective

internal controls and adequate internal audit in the best interests of the

Group.
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EQUITY

The number of issued ordinary shares as at 31st December, 2012 and

31st December, 2011 were 1,907,619,079.

DEBT AND GEARING

As at 31st December, 2012, the Group’s bank and other borrowings

amounted to HK$23,507.6 million (31st December, 2011: HK$22,690.7

million). Cash and deposits at banks (excluding time deposits and bank

balances classified as assets held-for-sale) amounted to HK$4,786.5 million

(31st December, 2011: HK$4,268.5 million), pledged deposits amounted

to HK$2,232.5 million (31st December, 2011: HK$1,705.0 million) and

net borrowings amounted to HK$16,488.6 million (31st December, 2011:

HK$16,717.2 million).

Total debt to equity ratio was 51.1% (31st December, 2011: 62.4%) and

net debt to equity ratio was 35.9% (31st December, 2011: 46.0%), which

are expressed as a percentage of total borrowings and net borrowings

respectively, over the total equity of HK$45,978.3 million (31st December,

2011: HK$36,368.0 million). The decrease of total debt to equity ratio

and net debt to equity ratio were mainly due to the increase in total equity.

However, if the listed securities investments and treasury products of

HK$10,725.9 million (31st December, 2011: HK$5,741.5 million) are

included, the net debt to equity ratio will be 12.5% (31st December,

2011: 30.2%).

As at 31st December, 2012, the Group’s bank and other borrowings were

denominated in Hong Kong dollar (51.6%), United States dollar (28.2%),

Pound Sterling (“GBP”) (13.9%) and RMB (6.3%). Of the Group’s bank

and other borrowings of HK$23,507.6 million, 60.3%, 1.0% and 38.7%

were repayable within 1 year, 1 to 2 years and 2 to 5 years respectively.

United States dollar investment securities were hedged by United States

dollar borrowings. The Group’s bank and other borrowings in Hong Kong

dollars and United States dollars were carried at interest rates calculated

mainly with reference to HIBOR/cost of funds; bank borrowings in Pound

Sterling were effectively carried at fixed rate; and bank borrowings in

Renminbi were carried at interest rates calculated with reference to

borrowing rates quoted by Peoples’ Bank of China. As at 31st December,

2012, about 86.2% of the Group’s borrowing were on floating rate basis

and 13.8% were on fixed rate basis. No hedging for interest rate is subsisted

at the end of the reporting period.
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PLEDGE OF ASSETS

As at 31st December, 2012, the Group had pledged the following assets:

(a) The Group’s investment properties, properties and other fixed assets,

stock of properties and time deposits with their respective carrying

amount of approximately HK$39,283.9 million (31st December,

2011: HK$32,981.7 million), HK$481.9 million (31st December,

2011: HK$485.1 million), nil (31st December, 2011: HK$2,626.3

million) and HK$426.6 million (31st December, 2011: HK$411.6

million) were pledged to the Group’s bankers to secure general

banking and loan facilities granted to the Group.

(b) The Group’s investments held-for-trading and bonds with carrying

amount of approximately HK$10,706.6 million (31st December,

2011: HK$5,741.3 million) and cash deposit of approximately

HK$1,806.0 million (31st December, 2011: HK$1,293.4 million)

were pledged to the Group’s financial institutions to secure margin

and securities facilities granted to the Group in respect of securities

transactions, of which approximately HK$6,796.7 million (31st

December, 2011: HK$3,300.7 million) was utilised as at 31st

December, 2012 as borrowings due within one year.

(c) Interests in certain subsidiaries of the Company have been pledged

as part of the security to secure certain bank borrowings granted to

the Group.

(d) The Group has subordinated and assigned its advances to associates

of approximately HK$1,567.5 million (31st December, 2011:

advances to associates and an investee company of HK$1,920.0

million) to financial institutions to secure general banking credit

facilities granted to the associates (31st December, 2011: granted

to associates and an investee company).
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REPURCHASE GUARANTEE

Certain mortgagee banks have provided end-user financing to purchasers

of Splendid City and The Metropolis and the Group has provided repurchase

guarantees to these mortgagee banks for securing the obligations of such

purchasers for repayments. Such guarantees will be terminated upon the

earlier of (i) issuance of the real estate ownership certificate which will

generally be available within one year upon the completion of guarantee

registration; or (ii) the satisfaction of mortgaged loan by the purchasers of

properties.

Pursuant to the terms of the guarantees, upon default in mortgage

payments by these purchasers, the Group is responsible to repay the

outstanding mortgage principals together with any accrued interest and

penalty owed by the defaulted purchasers to the mortgagee banks.

The total outstanding amount of repurchase guarantee as at 31st

December, 2012 was RMB243.2 million (equivalent to approximately

HK$302.6 million) (31st December, 2011: RMB76.7 million (equivalent

to approximately HK$94.4 million)) and disclosed in the contingent

liabilities.

FINANCIAL AND INTEREST INCOME/
EXPENSES

Continuing and Discontinued Operations

Interest income was included in revenue, other income and investment

income. Interest income for the Year was HK$993.8 million, representing

an increase of 27.4% from that of 31st December, 2011 (excluding

imputed interest income) of HK$779.8 million.

Finance costs included interest expenses on bank and other loans,

exchange difference on foreign currency loans, arrangement fee and facility

and commitment fee expenses. Interest expenses for the Year amounted

to HK$313.9 million, representing an 13.6% increase over the interest

expenses of HK$276.4 million (excluding imputed interest expenses)

recorded for last year. The increase in interest expenses was mainly due

to the increase in bank loans and interest rate during the Year. Interest

capitalised for the Year was HK$117.1 million as compared to HK$64.9

million for last year. The average interest rate over the year under review

was 1.78% (year ended 31st December, 2011: 1.43%), which was

expressed as a percentage of total interest paid over the average total

borrowings.
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REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31st December, 2012, the Group employed a total of 711 staff in

Hong Kong (31st December, 2011: 691 staff), including about 336 staff

(31st December, 2011: 344 staff) employed under the estate management

company in Hong Kong. Besides, there was a total of 357 staff (31st

December, 2011: 195 staff) in the offices at Mainland China and Macau,

including about 193 staff (31st December, 2011: 101 staff) of the estate

management company in Chengdu.

Employees were remunerated on the basis of their performance,

experience and prevailing industry practice. Remuneration packages

comprised salary and year-end discretionary bonus based on market

conditions and individual performance. The Executive Directors continued

to review employees’ contributions and to provide them with necessary

incentives and flexibility for their better commitment and performance.

No share option scheme was adopted during the Year.

The Company had adopted a share award scheme (“Scheme”) in 2009.

The Scheme is to recognise and reward certain employees for their

contributions to the Group and to give long-term incentives for retaining

them for the continual operations and development of the Group. Details

of the Scheme were set out in the Company’s circular dated 23rd

December, 2008. No share was granted under the Scheme during the

Year.

MAINLAND CHINA AND UNITED KINGDOM

Profit contribution from the Group’s investment in Mainland China (mainly

included in gross profit, fair value changes on investment properties, share

of results of associates and taxation) for the Year amounted to HK$510.4

million (year ended 31st December, 2011: HK$206.9 million). The Group’s

net investment in Mainland China as at 31st December, 2012 amounted

to HK$16,939.0 million (31st December, 2011: HK$12,187.7 million)

representing approximately 36.8% of the Group’s total equity.

Further, the Group’s investment property in the United Kingdom with

carrying amount of GBP285.9 million as at 31st December, 2012

(equivalent to HK$3,582.0 million) contributed a profit of HK$82.0 million

to the Group for the Year. As at 31st December, 2012, the Group’s net

investment in the United Kingdom amounted to HK$640.8 million

representing approximately 1.4% of the Group’s total equity.
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LISTED SUBSIDIARY

At the end of the reporting period, the Group owned 61.96% interest in

Chi Cheung, a listed subsidiary. As disclosed in Note 12 to the consolidated

financial statements, the disposal of the Group’s entire interest in Chi

Cheung was completed on 6th February, 2013.

PROPERTY VALUATION

A property valuation has been carried out by B.I. Appraisals, independent

qualified professional valuers, in respect of the Group’s investment

properties in Hong Kong and Mainland China as at 31st December, 2012

and 31st December, 2011. For the investment property in the United

Kingdom, the valuation as at 31st December, 2012 and 31st December,

2011 was carried out by Peak Vision Appraisals, another independent

qualified professional valuer. Their valuations were based on investment

method and/or direct comparison method as the valuation methodologies

and were used in preparing 2012 final results.

The Group’s investment properties were valued at HK$41,972.8 million

(31st December, 2011: HK$34,484.5 million) an 21.7% increase over

2011 after adjusted for the additions, disposals, transfer from stock of

properties and reclassification of investment properties during the Year.

The increase in fair value of approximately HK$6,109.0 million was

recognised in the consolidated statement of comprehensive income for

the Year. The Group also shared an increase in fair value of investment

properties of associates of HK$377.9 million (adjusted deferred tax expense

of HK$32.0 million) for the Year. Development properties and non-

investment properties of the Group were stated at cost less impairment, if

any, in the consolidated financial statements. Investment property under

development at Chinese Estates Plaza, Chengdu was stated at cost of

HK$3,260.7 million will be carried at fair value, until the earlier of the date

when their fair value first become reliably measurable or the date of the

completion of the properties.

The increase in fair value of HK$6,109.0 million or 21.7% was mainly

attributable to the Group’s three major investment properties, namely

Silvercord, The ONE and Windsor House, which after adjusted the additions

during the Year, recorded an increase of HK$1,668.4 million (or 26.0%),

HK$1,186.9 million (or 22.5%) and HK$1,693.3 million (or 20.2%)

respectively. The three properties have in aggregate shown an increase of

HK$4,548.6 million or 74.5% of the total increase. Such increase has

reflected an upturn in the property markets of Hong Kong and Mainland

China for the Year. Rental renewals of these three properties for the Year

have shown a remarkable increase over the end of 2011.
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