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RESULTS

Revenue

Revenue for the year ended 31st December, 2016 (the “Year”) amounted
to HK$3,745.1 million (2015: HK$1,542.4 million), an increase of
142.8% over last year and comprised gross rental income of HK$823.9
million (2015: HK$1,325.9 million), property sales of HK$2,943.4 million
(2015: HK$151.6 million), loss on sales of investments held-for-trading
on a net basis of HK$37.4 million (2015: HK$2.4 million) and others of
HK$15.2 million (2015: HK$67.3 million). The increase in revenue was

mainly due to the increase in sales of trading properties.

Gross Profit

Gross profit for the Year amounted to HK$2,147.5 million (2015:
HK$1,286.9 million), an increase of 66.9% as compared with last year
which was mainly due to the increase in profit from property sales of
HK$1,337.3 million while the decrease in net rental income of HK$454.8

million.
Property Leasing

For property leasing, the rental revenue in retail and non-retail section
has decreased significantly by 54.19% to HK$298.7 million and 22.19% to
HK$525.2 million respectively during the Year. The total rental income in
revenue for the Year recorded a decrease of 37.9% to HK$823.9 million

as compared with last year of HK$1,325.9 million.

Together with the attributable rental revenue generated from associates
and an investee company of HK$135.1 million (2015: HK$196.0 million),
the total attributable rental revenue to the Company and its subsidiaries
(collectively, the “Group”) after non-controlling interests amounted to
HK$957.4 million (2015: HK$1,520.2 million), which representing a

decline of 37.0% over last year.

Attributable net rental income for the Year showed HK$900.9 million, a

34.5% decrease over HK$1,374.9 million in last year.

CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2016

E3
L'ON

HE-Z - R"E+A=+T—RBLFE(ALAF
1)z W A A3,745,100,0008 T (—Z T — H 4 :
1,542,400,000% 7T ) * B A F 1L hN142.8% &+ £
FE & IR A 42 58823,900,0008 T (Z T — R F:
1,325,900,000/% 7T ) - %%ﬁﬁ%z,%z,mopooﬁﬁ
(ZZ—A% 151,600,000/ 7T) 'ﬁ;‘%%ﬁ%fﬁiﬂi
HEREE B 2188 2 518 /37,400,000 7T (=

— B %F < 2,400,000/ 7T.) & H b Y A 415,200,000

BT (—F— A :67300,000/ 7T ) ° % U A A0
FEREEEME ZHEEM-

EF

NEJE 7 EFA2,147,500,0008 78 (B —FH 4

1,286,900,00078 7T ) * #R &= F 1 166.99% * 7% 14 I E
TR EEEE 2 EFIEHN1,337,300,0005% 7T M
& WA FE 58 AR 4 454,800,00078 7T ©

MERE

EYMEREFR RAFESTEHDORIETERS
2 ME WA D BIKIE T FE54.19%% 298,700,000/
JC }22.1%% 525,200,000 7T - AFE x5 2 €
U A #2588 5 4F 21,325,900,000/%8 JT )5 2 37.9% %
823,900,000 7T

BEREEHBEAAEREIREQATNES KA
135,100,000 7t (— = — F £ : 196,000,000/
T ARBIHEEMMBAG (FE [AEE])NERIE

TR R 18 FE L T 2 W A 42 FE957,400,00078 7T ( =
T — FH 4 :1,520,200,000/8 7T ) © B £ FHKIES
37.0% °

NAEFJE 7 FE(RFL £ IR A F 58 £900,900,00078 7T * 8
£ 21,374,900,0007% 7T 8, 4 34.5% °



RESULTS (Cont'd)

Property Leasing (Cont'd)

The decline in attributable rental revenue and net rental income were
mainly due to the disposals of subsidiaries holding Windsor House, Evergo
Tower in Shanghai, the People’s Republic of China ("PRC"), MassMutual
Tower (now known as China Evergrande Centre) and The ONE in
September 2016, June 2016, January 2016 and July 2015 respectively,
since then the results of those subsidiaries were not consolidated to
the Group. For those properties remained as at 31st December, 2016,
the attributable rental revenue and net rental income maintained stable
performance over last year. In addition, the newly acquired properties in
the United Kingdom contributed rental revenue and net rental income of
HK$60.0 million and HK$58.3 million respectively during the Year.

Property Development and Trading

During the Year, the attributable property sales revenue and the relevant
attributable profit from the Group and its associates reached HK$2,298.9
million (2015: HK$248.2 million) and HK$1,015.0 million (2015:
HK$66.0 million), which were 9.3 times and 15.4 times to last year

respectively.

Sales of One South Lane in the Western District (100% interest)
generated profit of HK$53.2 million (2015: sales of Phase |, Phase Il and
parking spaces of Splendid City in Chengdu, the PRC (100% interest)
generated profit of HK$0.4 million, HK$2.1 million and HK$7.7 million
respectively and Tower 1 of The Metropolis in Chengdu, the PRC (100%
interest) generated profit of HK$22.0 million).

Sales of 55 Conduit Road in Mid-Levels West (70% interest) (including
1 unit and 1 parking space of 55 Conduit Road sold to a connected
person (as disclosed in the paragraph headed “Other Information and
Events After the Reporting Period” in the section headed “Chairman'’s
Statement” of this annual report)) and sales of parking spaces at The
Zenith in Wanchai (87.5% interest) had contributed an attributable profit
to the Group of HK$954.4 million and HK$2.7 million respectively (2015:
sales of One WanChai and parking spaces at The Zenith in Wanchai (both
87.5% interest) had contributed an attributable profit of HK$23.9 million
and HK$4.7 million respectively).
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RESULTS (Cont'd)

Property Development and Trading (Cont'd)

In respect of properties held by associates, sales of parking spaces at
Greenville Residence in Yuen Long (50% interest) and parking spaces
at The Hermitage in West Kowloon (25% interest) generated profit of
HK$0.5 million and HK$4.2 million respectively (2015: sales of Hing Wai
Centre in Aberdeen (50% interest) and The Coronation in Chongging, the
PRC (25% interest) generated profit of HK$0.1 million and HK$5.1 million

respectively) as reflected in the share of results of associates.

As at 31st December, 2016, deposits received from stock of properties
contracted to be sold amounted to HK$84.5 million. Of which, deposits of
HK$2.9 million were received for One South Lane with contracted sales
of HK$29.0 million (after discount), deposits of HK$25.2 million were
received for 55 Conduit Road with contracted sales of HK$265.1 million
(after cash rebate) and its attributable interest of sales to the Group
amounted to HK$185.6 million, together with deposits of HK$56.4 million
were received for The Zenith with contracted sales of HK$564.2 million

and its attributable interest of sales to the Group amounted to HK$493.7

million.

In summary, the Group together with associates executed properties sale
agreements, including contracted for sales agreements to third parties,
recorded an attributable contracted sales of HK$1,608.1 million (after
cash rebate or discount) (2015: together with a connected person totaling
HK$1,457.1 million) during the Year. Total attributable property sales profit
recognised for the Year was HK$1,015.0 million (2015: HK$66.0 million).

Securities Investments

The Group has in the ordinary and normal course of business conducted
its securities investment activities. During the Year, the Group recorded a
realised loss of HK$37.4 million (2015: HK$2.4 million) on disposal of
listed investments held-for-trading (the gain/loss of which was included
in revenue) with gross proceeds of HK$608.6 million (2015: HK$720.1
million). However, a realised gain from sale of bonds of HK$142.9 million
(2015: realised loss of HK$33.7 million) was recognised. The net realised
gain for the Year was HK$105.5 million (2015: net realised loss of

HK$36.1 million).
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RESULTS (Cont'd)

Securities Investments (Cont'd)

Furthermore, the Group recorded an unrealised loss of HK$126.2 million
representing the changes in fair value of bonds (2015: unrealised gain
of HK$333.5 million representing the changes in fair value of listed
investments held-for-trading and bonds), which had no effect on the
cash flow of the Group. The Group believes that the unrealised loss on
fair value changes of bonds during the Year was mainly, among other
things, due to an increase of federal funds rate from 0.5% to 0.75% in
December 2016.

Summing up the above and adding the net income from net dividend
income, interest income, other net investment income and net finance
costs of HK$1,096.1 million (2015: HK$562.9 million), the gain
recognised on securities investments was HK$1,075.4 million (2015:
HK$860.3 million).

The respective income/expense from securities investments under

different categories are further elaborated below.

Listed Equity Investment at Fair Value Through Other

Comprehensive Income

In May 2016, the Group acquired 577,180,500 H shares of Shengjing
Bank Co., Ltd. (Stock Code: 2066) (“Shengjing Bank") at a consideration
of HK$6,926.2 million included in financial assets measured at fair value
through other comprehensive income (“FVTOCI"). During the Year, the
after-expenses dividend income of HK$189.6 million and the withholding
tax of HK$19.1 million, making a net dividend income of HK$170.5
million was recognised in the consolidated statement of comprehensive
income and an unrealised loss on fair value change of HK$2,366.5 million
was recorded as an other comprehensive expense. The Group believes
that the decrease in share price of Shengjing Bank from May to the end
of December 2016, among other things, was because of the slowdown
in the PRC economic growth and the challenging environment on risk
management in the PRC banking industry. The fair value change is a non-

cash item and will not affect the cash flow of the Group.

Shengjing Bank is a joint stock company and a commercial bank
incorporated in the PRC and is principally engaged in corporate banking,
retail banking and treasury business. Its corporate banking products and
services include corporate loans and advances, trade financing and deposit
taking activities, agency services, and remittance and settlement services.
The H shares of Shengjing Bank are listed on the main board of The
Stock Exchange of Hong Kong Limited. Its headquarters are located in
Shenyang, Liaoning Province, the PRC, which is a leading commercial bank

in Northeast China.
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RESULTS (contd) FEw
Securities Investments (Cont'd) HHEERE (B)
Listed Investments Held-for-trading and Treasury Products KHIEEBEZ LT RERMEER

The listed investments held-for-trading and treasury products recorded a FEBEEZ LB ERMEEMRAFE AM
profit before and after finance costs of HK$921.0 million and HK$904.9 7% & A Al % % 5 8% 15 ¥ #/921,000,000% 7T &
million (2015: HK$868.3 million and HK$860.3 million) respectively for 904,900,000/ JT ( =% — A % : 868,300,000/% T
the Year. % 860,300,000/ 7T.)

Profit from the listed investments held-for-trading and treasury products MRAFE REARGEEZEREHRRAZFIEEE
reflected in the consolidated statement of comprehensive income for 2 FHRERFEER 2 %M BELTESZD
the Year comprised a realised loss on listed securities of HK$37.4 million %3} E51837,400,0007%8 7T ( == — A 4 : 2,400,000
(2015: HK$2.4 million), a realised gain on bonds of HK$142.9 million L) &% 2 B £ 3 W 25142,900,000% 7T (= F
(2015: realised loss of HK$33.7 million), an unrealised loss on fair — R4 : B &8 E57833,700,00087T) “ EH 2 A F
value changes of bonds of HK$126.2 million (2015: unrealised gain on B # &) 7 7K % I E518126,200,0008 L (=T — A
fair value changes of listed investments held-for-trading and bonds of F:#H{EEZEZ FMRERELFZ AFEESHZ X
HK$333.5 million) and net dividend income, interest income and other %38 I 333,500,000/ 7T ) JA M % B W A F 28 - I
net investment income of HK$941.7 million (2015: HK$570.9 million). B A B2 EH % F UL A F%8941,700,000/8 ¢ ( ==
Net relevant finance costs for the Year was HK$16.1 million (2015: —F % 570,900,000/ 7C) - RAFE - iHET K&
HK$8.0 million) including interest expense of HK$77.3 million (2015:  F %8 /416,100,000 7t (=% — f1 4 : 8,000,000
HK$17.3 million) and exchange gain of HK$61.2 million (2015: HK$9.3 & 7t) - & F £ & F B # 5277,300,000% T (=&
million). —h % : 17,300,000/ 7T ) & [E % W %561,200,0007%
7t (ZZT—F % :9,300,0007% 7T)

Other Income and Expenses HtWARBEX

Other income for the Year, which mainly came from net building AFEZEMKUATEREBFEREEWAFEE-
management fee income, asset management and maintenance services BETERRERBWA - WEETERS ABT
income, property management services, leasing administration services — ERARTS R ¥ 1T BRI U A « 55 50 R R RIS WA
and property administration services income, advisory and consultancy A R ERIFIA -5 L E102,900,000%8 70 (= F
services income and rental services income, decreased to HK$102.9  — T4 : 134,900,000/ 7T ) @ B & F I 423.7%
million (2015: HK$134.9 million), representing a decrease of 23.7% as

compared with last year.

During the Year, administrative expenses decreased by 3.9% to HK$331.5 R AN & » 47 BUF 8 2°3.9%Z 331,500,000/ 7T
million (2015: HK$344.8 million). Finance costs decreased by 44.3% to (=& — F 4 : 344,800,000/ Jt ) ° ﬁﬁﬁ%ﬁ AR AR
HK$176.5 million (2015: HK$316.9 million) during the Year, including & € & 4 44.39%% 176,500,000 7L (ZZF — A F :

exchange gain of HK$61.2 million (2015: HK$9.3 million) on foreign 316,900,000/ 7T ) * & R 83 HMNE B 3 A LA % s oh

currency loans hedged for foreign currency securities investments. The  #EHE 2 EHILE 2 B 761,200,000/ 7T (=

decrease in finance costs was mainly due to decrease in interest rates and ~ Z— .4 : 9,300,000/ 7T ) ° Hﬁﬁzﬁﬁﬁzvﬁi/hix EB

the disposals of subsidiaries during the Year and the year 2015. RAETEERAFER-_ZE—HFHEMBER
i

CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2016



RESULTS (Cont'd)

Other Income and Expenses (Cont'd)

Other gains and losses recorded a net gain of HK$2,176.4 million
mainly comprised (a) gains on the disposal of the Group's entire issued
share capital of (i) Pioneer Time Investment Limited (“Pioneer Time"),
an indirect wholly-owned subsidiary of the Company (“Pioneer Time
Disposal”); (ii) Evergo Real Estate (Shanghai) Company Limited (“Evergo
Shanghai”), an indirect wholly-owned subsidiary of the Company (“Evergo
Shanghai Disposal”); and (iii) Keep Speed Company Limited (“Keep
Speed”) and Jumbo Grace Limited (“Jumbo Grace”), both are indirect
wholly-owned subsidiaries of the Company, and Jumbo Grace's subsidiary
(collectively “Windsor Group”) (“Windsor Disposal”) of HK$1,276.9
million, HK$721.3 million and HK$312.9 million respectively and (b)
write-down of stock of properties of HK$128.5 million (2015: HK$940.9
million mainly comprised (a) gains on the disposal of the Group's entire
issued share capital of (i) Asian East Limited, an indirect wholly-owned
subsidiary of the Company, and its subsidiaries; (ii) Lucky Benefit Limited
and Rising Sheen Limited, both are indirect wholly-owned subsidiaries
of the Company, and their respective subsidiaries; and (iii) Million
Castle Investments Limited, an indirect wholly-owned subsidiary of the
Company of HK$212.3 million, HK$707.5 million and HK$118.4 million
respectively and (b) loss on disposals of the Group's entire issued share
capital of Brass Ring Limited, Union Leader Limited and Chinese Estates
and Finance, Limited (now known as Silvercord Finance Limited), all are
indirect wholly-owned subsidiaries of the Company, and their respective
subsidiaries of HK$97.2 million).
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RESULTS (Cont'd)

Disposals of Subsidiaries to Connected Persons

On 23rd December, 2015 (i) China Entertainment and Land Investment
Company, Limited (“CELIC"), a direct wholly-owned subsidiary of the
Company; (ii) the Company, being the guarantor of CELIC; (i) Magic
Square Limited (“Magic Square”), a company wholly-owned by Mr. Joseph
Lau, Luen-hung (“Mr. Joseph Lau"), the then substantial shareholder
and controlling shareholder of the Company; and (iv) Mr. Joseph Lau,
being the guarantor of Magic Square, entered into a sale and purchase
agreement, pursuant to which CELIC agreed to sell and Magic Square

agreed to acquire the entire issued share capital of Keep Speed.

On the same date, (i) Good Top Limited (“Good Top"), an indirect wholly-
owned subsidiary of the Company; (i) the Company, being the guarantor
of Good Top; (iii) Best Range Limited (“Best Range"), a company wholly-
owned by Mr. Joseph Lau; and (iv) Mr. Joseph Lau, being the guarantor
of Best Range, entered into a sale and purchase agreement (“Windsor SP
Agreement”), pursuant to which Good Top agreed to sell and Best Range

agreed to acquire the entire issued share capital of Jumbo Grace.

The Windsor Disposal was completed on 1st September, 2016 at a total
consideration of HK$6,187.4 million. Upon completion, the Windsor Group
ceased to be subsidiaries of the Company and its consolidated results,

assets and liabilities were ceased to be consolidated with those of the

Group.

Upon completion of the Windsor Disposal, the Group recorded gain
on disposals of subsidiaries of HK$312.9 million. The gain was mainly
derived from (i) the decrease in fair value of the investment properties
of HK$343.8 million due to revaluation of the investment properties as
at 30th June, 2016 as compared with the property valuation under the
Windsor SP Agreement; (i) additions of investment properties during
the Year of HK$26.8 million; and (iii) increase in fair value of the club
debenture of HK$2.2 million due to the revaluation of the financial assets
measured at fair value through profit or loss (“FVTPL") as at 30th June,
2016 as compared with the valuation under the Windsor SP Agreement.

Details of the Windsor Disposal were set out in the announcements of
the Company dated 23rd December, 2015, 2nd February, 2016, 1st
September, 2016 and 5th October, 2016 and the circular of the Company

dated 15th January, 2016.
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RESULTS (Cont'd)

Disposals of Subsidiaries

(@ On 12th November, 2015, Great System Investment Limited
(“Great System”), an indirect wholly-owned subsidiary of the
Company, and Shengyu (BVI) Limited (“Shengyu”), a wholly-
owned subsidiary of Evergrande Real Estate Group Limited (now
known as China Evergrande Group) which is independent of and
not connected with the Company, entered into an equity and debt
transfer agreement, pursuant to which Great System agreed to
sell and Shengyu agreed to acquire the entire issued share capital
of Pioneer Time. The Pioneer Time Disposal was completed on
15th January, 2016 at a consideration of HK$12,448.3 million
(after adjustment). Upon completion, Pioneer Time ceased to be
a subsidiary of the Company and its results, assets and liabilities
were ceased to be consolidated with those of the Group. The
Group recorded a gain on the Pioneer Time Disposal of HK$1,276.9

million.

Details of the Pioneer Time Disposal were set out in the
announcements of the Company dated 12th November, 2015 and
15th January, 2016 and the circular of the Company dated 3rd
December, 2015.

(b) On 19th May, 2016, Digi-Star Limited, an indirect wholly-owned
subsidiary of the Company, entered into an equity transfer
agreement with an independent third party to dispose of the entire
issued share capital of Evergo Shanghai. The Evergo Shanghai
Disposal was completed on 22nd June, 2016 at a consideration
equivalent to HK$1,355.8 million. Upon completion, Evergo
Shanghai ceased to be a subsidiary of the Company and its results,
assets and liabilities were ceased to be consolidated with those
of the Group. The Group recorded a gain on the Evergo Shanghai
Disposal of HK$721.3 million.

Associates

The share of results of associates for the Year was a profit of HK$161.2
million as compared to HK$649.7 million for last year. In the year 2015,
an associate (50% interest) disposed of a company that ultimately held
the office building namely Platinum located at Shanghai, the PRC and the
Group recorded a share of the associate’s gain on disposal of subsidiaries
(net of tax) of HK$514.1 million. However, no such profit was generated

in the Year.
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RESULTS (Cont'd)

Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31st December, 2016 by B.l. Appraisals Limited
("B.I. Appraisals”) whereas the investment properties in the United
Kingdom were revalued by Peak Vision Appraisals Limited (“Peak Vision
Appraisals”). B.l. Appraisals and Peak Vision Appraisals are independent
property valuers. An increase in fair value of investment properties of
HK$139.2 million (2015: HK$4,689.2 million) was recorded during the
Year. The unrealised fair value changes will not affect the cash flow of the

Group.

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

Profit

Profit attributable to owners of the Company for the Year was HK$6,360.3
million as compared to HK$7,727.2 million for last year. The decrease in
profit for the Year was mainly arising from (i) decrease in attributable net
rental income; (i) decrease in fair value gain on investment properties;
(iii) decrease in share of results of associates; despite (iv) increase in
attributable property sales profit; (v) gains on the Pioneer Time Disposal,
the Evergo Shanghai Disposal and the Windsor Disposal; (vi) increase in
net profit from the segment of the listed investments held-for-trading and
treasury products and dividend income from listed equity investment at
FVTOCI; and (vii) imputed interest income from deferred consideration
receivables which were included in investment income, net. Earnings per

share for the Year was HK$3.33 (2015: HK$4.05).
Core Profit

The Group disposed of certain investment properties through disposals of
subsidiaries during the Year, the costs of which are stated at fair value. In
addition, the Group disposed of stock of properties which were classified
as investment properties and land and building in prior years. Before
disposal, such gain/loss on fair value change is unrealised and recognised
at the end of each reporting period, but excluded from core profit as non-
cash items. In the year of disposal, such unrealised gain/loss has become
realised; and in computating core profit, accumulated fair value gain/loss

from prior years and current year are included as cash items.
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO

(Cont'd)
Core Profit (Cont'd)

If the net gain on the major non-cash items of HK$577.5 million (2015:
HK$4,785.1 million) are excluded, but the net realised fair value loss
on disposals of investment properties from the Group and its associates
in current year recognised for the Year of HK$372.7 million (2015:
together with their respective deferred tax totaling HK$154.6 million) is
retained and the accumulated realised fair value gain together with their
respective deferred tax on disposals of investment properties and stock of
properties from the Group and its associates recognised in prior years of
HK$17,248.7 million (including those recognised in properties revaluation
reserve) (2015: disposals of investment properties of HK$13,843.7
million) is included, the Group will have a core profit attributable to
owners of the Company for the Year of HK$23,031.5 million (2015:
HK$16,785.8 million) and a core earnings per share of HK$12.07 (2015:
HK$8.80), which were both increased by 37.2% to those in the year
2015.

The major non-cash items represented the attributable unrealised fair
value gain on investment properties together with their respective
deferred tax from the Group and its associates of HK$577.5 million (2015
HK$4,785.1 million).

Dividends

Final dividend for the year ended 31st December, 2015 of HK1 cent (year
ended 31st December, 2014: HK1 cent) per share in total amount of
HK$19.1 million was paid in cash on 6th June, 2016.

Interim dividend for the half year ended 30th June, 2016 of HK1 cent
(half year ended 30th June, 2015: HK30 cents) per share in total amount
of HK$19.1 million was paid in cash on 23rd September, 2016.
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO

(Cont'd)
Dividends (Cont'd)

Conditional special interim dividend of HK$2 per share, which was
conditional upon completion of the Pioneer Time Disposal in total amount
of HK$3,815.2 million was paid in cash on 20th January, 2016, special
interim dividends of HK$2.1 per share in total amount of HK$4,006.0
million and HK$3.23 per share in total amount of HK$6,161.6 million
11th August, 2016 and 1st September, 2016
respectively (2015: special interim dividends of HK$4 per share, HK$2.6

were paid in cash on

per share and HK$1.2 per share were paid in cash on 13th January, 2015,
15th July, 2015 and 14th September, 2015 respectively).

Total dividends of HK$14,021.0 million were paid in cash during the Year.

On 16th January, 2017, the board of directors of the Company has
declared special interim dividends of HK$2 in aggregate per share, which
consist of (i) HK$1.36 per share for the year ended 31st December,
2016; and (ii) HK$0.46 per share and HK$0.18 per share in connection
with the completion of the respective disposal transaction occurred in

February 2017, which were paid in cash on 10th February, 2017.

Repurchase

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

share.

Cash Payment Ratio

Based on (a) the core profit for the Year of HK$23,031.5 million (2015:
HK$16,785.8 million) or HK$12.07 (2015: HK$8.80) per share; (b)
cash final dividend for the Year of HK1 cent (2015: HK1 cent) per share
proposed; (c) cash interim dividend for 2016 of HK1 cent (2015: HK30
cents) per share; (d) cash special interim dividends of HK$2, HK$2.1
and HK$3.23 (2015: HK$4, HK$2.6 and HK$1.2) per share were paid
during the Year; and (e) cash special interim dividend of HK$1.36 per
share declared, the ratio of such cash payment to the core profit is 72.2%
(2015: 92.2%).
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NET ASSET VALUE

As at 31st December, 2016, the Group's net asset attributable to owners
of the Company amounted to HK$29,804.2 million (2015: HK$40,247.6
million), a decrease of HK$10,443.4 million or 25.9% when compared
with 31st December, 2015. With the total number of ordinary shares
in issue of 1,907619,079 as at 31st December, 2016 and 2015, the
net asset value per share attributable to owners of the Company was
HK$15.62 (2015: HK$21.10). 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$3,418.7 million; (b) increase in net
asset upon early adoption of HKFRS 9 (2014) of HK$158.9 million (net
of tax); and (c) final, interim and special interim dividends recognised as
distribution during the Year totaling HK$14,021.0 million.

During the Year, the Group acquired a listed equity investment categorised
as financial assets measured at FVTOCI and an unrealised loss on
fair value changes of HK$2,366.5 million was recorded as an other
comprehensive expense. The carrying amount of the loss on fair value
change of listed equity investment included in financial assets measured
at FVTOCI reserve was HK$2,366.5 million as at 31st December, 2016

(2015: in securities investments reserve of nil).

Other than disposals of subsidiaries holding the property development
situated at No. 12 Shiu Fai Terrace, Mid-Levels East, Hong Kong and
certain shops of Lowu Commercial Plaza situated in Shenzhen, the PRC
(as disclosed in the paragraph headed “Other Information and Events
After the Reporting Period” in the section headed “Chairman’s Statement”
of this annual report), the existing projects and those disclosed in the final
results, the Group did not have material acquisition or disposal of assets

and any future plans for material investment or capital assets.

SECURITIES INVESTMENTS

Listed Equity Investment at Fair Value Through Other

Comprehensive Income

During the Year, the Group acquired 577,180,500 H shares of Shengjing
Bank at a consideration of HK$6,926.2 million, after deducting the fair
value loss of HK$2,366.5 million for the Year, the carrying amount of listed
equity investment categorised as financial assets measured at FVTOC! as
at 31st December, 2016 was HK$4,559.7 million.
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SECURITIES INVESTMENTS (contd)

Listed Investments Held-for-trading and Treasury Products

As at 31st December, 2015, the carrying amount of the listed investments
held-for-trading and treasury products was HK$11,433.5 million. During
the Year, the portfolio was increased by a net purchase of HK$3,645.6
million. After deducting the fair value loss of HK$126.2 million for the
Year, the listed investments held-for-trading and treasury products portfolio
of the Group became HK$14,952.9 million as at 31st December, 2016,
which formed part of the Group’s cash management activities. As at 31st
December, 2016, entire portfolio comprised bonds (of which issued
by financial institutions of 41.0%, PRC-based real estate companies
of 29.6% and other industries of 29.4%). They are denominated in
different currencies with 95.9% in United States dollar (“US$"), 1.9%
in Euro ("EUR"), 1.5% in Singapore dollar ("SGD") and 0.7% in Pound
Sterling ("GBP"). The bonds denominated in US$ carry at fixed rate
range from 3.50% to 13.25% per annum of which notional amount of
US$1,603,786,000 are callable, the bonds denominated in EUR carry at
fixed rate range from 4.50% to 12.50% per annum of which notional
amount of EUR28,600,000 are callable, the bonds denominated in SGD
carry at fixed rate range from 5.75% to 5.90% per annum are callable
and the bonds denominated in GBP carry at fixed rate range from 7.00%

to 14.00% per annum are callable.

As at 31st December, 2016, the portfolio of listed securities investments
and treasury products of HK$19,512.6 million (2015: HK$11,433.5
million) comprised (a) bonds (financial assets measured at FVTPL) of
HK$14,952.9 million (2015: listed equity securities (investments held-for-
trading) of HK$364.2 million and bonds (financial assets designated as at
fair value through profit or loss) of HK$11,069.3 million); and (b) listed
equity investment (financial assets measured at FVTOCI) of HK$4,559.7

million (2015: nil), representing 42.6% of total assets.

Unlisted Securities Investments

The Group had committed to make a capital contribution of US$100.0
million (equivalent to approximately HK$775.5 million) in an exempted
limited partnership formed under the Exempted Limited Partnership
Law (Revised) of the Cayman Islands. As at 31st December, 2016, the
Group has contributed US$83.8 million (equivalent to approximately
HK$649.8 million) (net of recallable distribution) less received distribution
of US$1.0 million (equivalent to approximately HK$8.1 million), which
was included in financial assets measured at FVTOC|, after adjustment for
remeasurement upon early adopted HKFRS 9 (2014) and fair value gain
for the Year totaling net loss of HK$57.2 million was recognised in financial
assets measured at FVTOCI reserve, the carrying amount was HK$584.5

million, representing 1.3% of total assets.
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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.

EQUITY

The number of issued ordinary shares as at 31st December, 2016 and
2015 were 1,907,619,079.

DEBT AND GEARING

As at 31st December, 2016, the Group's bank and other borrowings
amounted to HK$14,591.4 million (2015: HK$14,531.8 million (excluding
bank borrowing presented as liabilities directly associated with assets
classified as held for sale)). Cash and bank balances amounted to
HK$1,070.5 million (2015: HK$2,849.8 million (excluding cash and
bank balances presented as assets classified as held for sale)), pledged
deposits amounted to HK$943.7 million (2015: HK$202.8 million
(excluding pledged deposits presented as assets classified as held for
sale)) and net borrowings amounted to HK$12,577.2 million (2015:
HK$11,479.2 million).

Total debt to equity ratio was 48.8% (2015: 36.0%) and net debt
to equity ratio was 42.1% (2015: 28.5%), which are expressed as a
percentage of total borrowings, and net borrowings, respectively, over
the total equity of HK$29,899.9 million (2015: HK$40,325.4 million).
The increase in the total debt to equity ratio and the net debt to equity
ratio were mainly due to a decrease in equity as a result of payments
of dividends and fair value loss on listed equity investment included in

financial assets measured at FVTOCI reserve.

If the listed securities investments and treasury products of HK$19,512.6
million (2015: HK$11,433.5 million) are included, there would be a net
cash position of HK$6,935.4 million (2015: net debt of HK$45.7 million
and net debt to equity ratio of 0.1%).
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DEBT AND GEARING (contd)

As at 31st December, 2016, the Group’s bank and other borrowings of
HK$14,591.4 million, 74.0%, 8.8%, 8.6% and 8.6% were repayable

within 1 year, 1 to 2 years, 2 to 5 years and over 5 years respectively. Of

which the Group's bank and other borrowings were denominated in HK$
(21.1%), US$ (53.7%), GBP (22.7%), SGD (1.4%) and EUR (1.1%).
HK$, US$, SGD and EUR securities investments were hedged by HK$,
US$, SGD and EUR borrowings. The Group’s bank borrowings in HK$

and other borrowings were carried at interest rates calculated mainly with

reference to Hong Kong Interbank Offered Rate and cost of funds; bank

borrowings in GBP were carried at interest rates calculated with reference
to London Interbank Offered Rate. As at 31st December, 2016, all the

Group's borrowings were on floating rate basis. No hedging for interest

rate is subsisted at the end of the reporting period.

PLEDGE OF ASSETS

As at 31st December, 2016, the Group had pledged the following assets

with their respective carrying amounts:

(@

(b)

©

CHINESE ESTATES HOLDINGS LIMITED

The Group's investment properties of HK$10,231.4 million, stock
of properties of HK$858.4 million and bank deposits of HK$77.3
million (2015: investment properties of HK$26,527.8 million
(including investment properties presented as assets classified as
held for sale), properties of HK$505.5 million (presented as assets
classified as held for sale), stock of properties of HK$958.0 million
and bank deposits of HK$253.4 million (including bank deposits
presented as assets classified as held for sale)) were pledged to
the Group's bankers to secure general banking and loan facilities

granted to the Group.

The Group's bonds and listed equity investment at FVTOCI with
carrying amounts of HK$18,713.3 million (2015: investments held-
for-trading and bonds of HK$11,433.5 million) and cash deposits
of HK$866.4 million (2015: HK$8.6 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 HK$9,893.3 million (2015: HK$5,389.8 million) was utilised

as at 31st December, 2016 as borrowings due within one year.

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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FINANCIAL AND INTEREST INCOME/
EXPENSES

Interest income was included in revenue, other income and investment
income. Interest income for the Year was HK$2,766.6 million, representing

an increase of 260.9% over last year of HK$766.5 million.

Finance costs included interest expenses on bank loans and other
loans; exchange difference on translation of foreign currency loans; and
arrangement fee and facility and commitment fee expenses. Interest
expenses for the Year amounted to HK$227.5 million, representing a
decrease of 21.6% over last year of HK$290.0 million. Interest capitalised
for the Year was HK$2.5 million as compared to HK$68.3 million for last
year. The decrease in interest expenses and interest capitalised were
mainly due to decrease in interest rates and decrease in bank loans
following certain disposals of subsidiaries during the Year and the year
2015. The average interest rate over the year under review was 1.52%
(2015: 2.39%), which was expressed as a percentage of total interest

paid over the average total borrowings.

REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31st December, 2016, the Group employed a total of 552 staff
(2015: 582 staff) in Hong Kong including about 257 staff (2015: 269
staff) employed under the estate management company in Hong Kong
and 4 staff (2015: 4 staff) in the offices in Mainland China.

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 of the
Company 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 (“Share Award
Scheme”) in 2009. The Share Award 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 continued operations and
development of the Group. Details of the Share Award Scheme were set
out in the Company's circular dated 23rd December, 2008. No share was

granted under the Share Award Scheme during the Year.
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MAINLAND CHINA AND UNITED KINGDOM AR B K PE & 3R

Profit contribution from the Group's investment in Mainland China (mainly ~ANEBRBBEKEZEEARFEEREZF (B
included in gross profit, fair value changes on investment properties, gain ~ BIEFEF R EMEZ A FEZ S HE—HWEA
on disposal of a subsidiary, share of results of associates and taxation) &) Z 45 « (LB & D B 24 K I8 ) 566,400,000
for the Year amounted to HK$566.4 million (2015: HK$1,340.6 million  #&7T (=Z — A : 1,340,600,0007 T /i B 1E H &
also included gain on disposals of subsidiaries and share of associate’s KB AR Z W= LB EH LA FHELEEHRBER

gain on disposal of subsidiaries (net of tax)). Renminbi exchange loss & Z U3 (BrFiiE) ) - BN ER 2 AREE H 518
of foreign operations included in other comprehensive expenses for the B &F AARNFE 2 H b 2 @ % 1 428,100,000 7T
Year amounted to HK$28.1 million (2015: HK$121.6 million (included (=& —FH%:121,600,0008 T EFBEEHC
exchange loss related to subsidiaries and associates disposed of HK$70.1 [ 2 M & A 7 K B & 2 7] 2 [E i, &5 870,100,000
million)). The Group's net investment in Mainland China as at 31st Bx) R-ZZE—AF+ A=+ —HAEERHF
December, 2016 amounted to HK$749.5 million (2015: HK$1,772.9 Bl Kk 2 % & /F %8 5749,500,0008 T (= —H
million) representing 2.5% of the Group's total equity. £ :1,772,900,0008 70 ) (h AR S B R AR B 5

2.5% °

The Group acquired two more investment properties in the United ZAEERZZT—AFEARAABEAMELN R K
Kingdom in April and May 2016. As at 31st December, 2016, the Group's B Z IR EME - A EBNA KB Z R EMER T
investment properties in the United Kingdom with carrying amount of —/X&F+ =8 =+ —H Z 8K H & A690,700,000%
GBP690.7 million (equivalent to approximately HK$6,586.0 million) &5 (18 & M #96,586,000,000/8 L) (ZE— A& :
(2015: GBP351.5 million (equivalent to approximately HK$4,037.1 351,500,000 & (8 & 7 #94,037,100,000/% 7T ) )
million)) contributed a net profit of HK$507.6 million (2015: net loss of I /72~ 5= 8 7 2 4 [& A5 2 i F1 )% 58507,600,0007% 7T
HK$392.7 million) to the Group for the Year, the profit mainly included (== —F4F : E518F %8 4392,700,0008 7T ) © %
in gross profit and fair value changes on investment properties. GBP  &HF|EBBIEEF RIEEWE 2 A FEZH K-
exchange loss of foreign operations included in other comprehensive —3EINEHRZ HEE K BEETAAFEZEMEE
expenses for the Year amounted to HK$554.0 million (2015: HK$72.8 3 Hi A554,000,0007 T ( =& — F4F : 72,800,000
million). As at 31st December, 2016, the Group's net investment in the #Bt) R -_ZE—XE+-A=+—HB A£ER
United Kingdom amounted to HK$3,609.2 million (2015: HK$1,613.1  # B~ % & /%% 53,609,200,0008 T (ZF—H

million) representing 12.1% of the Group's total equity. % :1,613,100,000/70) G R EEIR AR BTEL
12.1% °
LISTED SUBSIDIARY FHHE AT

The Group did not own any listed subsidiary at the end of the reporting R ¥R EiAR - AL E W EFE TR LM B AR -
period.
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PROPERTY VALUATION

Property valuations in respect of the Group's investment properties in
Hong Kong and Mainland China have been carried out by B.I. Appraisals
as at 31st December, 2016 (2015: B.l. Appraisals and Vigers Appraisal
and Consulting Limited), independent qualified professional valuer. For the
investment properties in the United Kingdom, the valuations as at 31st
December, 2016 and 2015 were 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 2016 final results.

The Group's investment properties were valued at HK$12,887.3 million
(2015: HK$30,598.9 million (including those presented as assets
classified as held for sale)), a 6.3% increase over 2015 after adjusted
for the additions, disposals and exchange adjustments of investment
properties during the Year. The increase in fair value of HK$139.2 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$96.5 million (adjusted deferred tax credit
of HK$0.9 million) for the Year.

The increase in fair value of HK$139.2 million was mainly derived from
Harcourt House, while in 2015 it was mainly derived from MassMutual
Tower (now known as China Evergrande Centre) and Harcourt House. The
fair value change is a non-cash item and will not affect the cash flow of

the Group.
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