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Executive Director:

Joseph Lau, Luen-hung (Chairman and Chief Executive Officer)

Non-executive Directors:
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(Listed in alphabetical order)
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Bank of China (Hong Kong) Limited

Bank of Communications Co., Ltd.
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Hang Seng Bank (China) Limited Kunming Branch
Industrial and Commercial Bank of China (Asia) Limited
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Oversea-Chinese Banking Corporation Limited
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Tai Fung Bank Limited

The Bank of East Asia, Limited

The Bank of Tokyo-Mitsubishi UFJ, Ltd.

Wing Hang Bank, Limited

Wing Lung Bank, Limited

PLACE OF INCORPORATION

Bermuda

REGISTERED OFFICE

Canon'’s Court, 22 Victoria Street
Hamilton HM 12, Bermuda

PRINCIPAL OFFICE IN HONG KONG

26th Floor, MassMutual Tower
38 Gloucester Road
Wanchai, Hong Kong

PRINCIPAL REGISTRAR AND TRANSFER OFFICE

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre, 11 Bermudiana Road
Pembroke HM 08, Bermuda
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BRANCH REGISTRAR AND TRANSFER OFFICE
IN HONG KONG

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

OFFICES IN THE PEOPLE'S REPUBLIC OF
CHINA

Beijing Office:

Room 202, Oriental Place

No. 9 East Dongfang Road
North Dongsanhuan Road
Chaoyang District, Beijing, PRC
Post Code: 100027

Tel:  (8610) 6466 0638

Fax: (8610) 6466 0238

Chengdu Office:

Room 2608, 26th Floor, CCB Sichuan Building
No. 88 Tidu Street, Qingyang District
Chengdu, Sichuan Province, PRC

Post Code: 610016

Tel: (8628) 8676 7747

Fax: (8628) 6613 5700

Shanghai Office:

Room B103, Evergo Tower
1325 Central Huaihai Road
Xuhui District, Shanghai, PRC
Post Code: 200031

Tel:  (8621) 6445 8945
Fax: (8621) 6445 9710

Shenzhen Office:

Rooms 1-3, South Gong, 6th Floor

Lowu Commercial Plaza

25 Railway Station Square, Luohu District
Shenzhen, Guangdong Province, PRC
Post Code: 518001

Tel:  (86755) 8234 7139

Fax: (86755) 8234 0012
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WEBSITE

http://www.chineseestates.com

STOCK CODE

127

BOARD LOT

500 shares

INVESTOR RELATIONS

For enquiries relating to investor relations, please contact:

Investor Relations Manager

Tel:  (852) 2866 6999

Fax:  (852) 2866 2822
(852) 2866 2833

E-mail: investor.relations@chineseestates.com
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Profiles of Directors and Senior Executives
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EXECUTIVE DIRECTOR

Mr. Joseph LAU, Luen-hung, aged 59, joined the Company in 1989.
Mr. Lau is the Chairman and Chief Executive Officer of the Company and
acts as a director of certain subsidiaries of the Company. He is also a non-
executive director of Lifestyle International Holdings Limited (“Lifestyle”),
a company whose shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Mr. Lau holds a Bachelor Degree of Science
from the University of Windsor, Canada. He has over 35 years of experience
in corporate finance, manufacturing and property investment and
development. Mr. Lau is the father of Mr. Lau, Ming-wai, the Vice Chairman
and a Non-executive Director of the Company, and the elder brother of

Ms. Amy Lau, Yuk-wai, a Non-executive Director of the Company.

Mr. Lau’s discloseable interest in the shares and underlying shares of the
Company under the provisions of Part XV of the Securities and Futures
Ordinance is set out in Directors’ Report under the sections of “Directors’
and Chief Executives' Interests in the Securities of the Company and
Associated Corporations” and “Substantial Shareholders’ Interests in the

Securities of the Company” of this annual report.

NON-EXECUTIVE DIRECTORS

Mr. LAU, Ming-wai, aged 30, joined the Company in 2006. He was
appointed as the Vice Chairman of the Company on 1st December, 2010
and acts as a director of certain subsidiaries of the Company. Mr. Lau
holds a Bachelor Degree of Laws from King's College London, a Master
Degree of Laws from The London School of Economics and Political
Science, and a Doctor Degree of Philosophy in Laws from King's College
London. He worked at The Goldman Sachs Group, Inc. and Longview
Partners LP, both in London prior to joining the Company. Mr. Lau is a
registered attorney in the State of New York and a CFA (Chartered Financial
Analyst) charterholder. He is the son of Mr. Joseph Lau, Luen-hung, the
Chairman and Chief Executive Officer of the Company, and the nephew

of Ms. Amy Lau, Yuk-wai, a Non-executive Director of the Company.

Mr. Lau's discloseable interest in the shares and underlying shares of the
Company under the provisions of Part XV of the Securities and Futures
Ordinance is set out in Directors’ Report under the sections of “Directors’
and Chief Executives' Interests in the Securities of the Company and
Associated Corporations” and “Substantial Shareholders’ Interests in the

Securities of the Company” of this annual report.
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NON-EXECUTIVE DIRECTORS (contd)

Ms. Amy LAU, Yuk-wai, aged 58, joined the Company in 2004. Ms. Lau
is also a non-executive director of Lifestyle. She is registered with the
Royal College of Dental Surgeons of Ontario, Canada and a practising
dentist in Ontario. Ms. Lau holds a Bachelor Degree of Science and a
Doctor Degree of Dental Surgery from the University of Toronto, Canada.
She is the younger sister of Mr. Joseph Lau, Luen-hung, the Chairman and
Chief Executive Officer of the Company, and the aunt of Mr. Lau, Ming-
wai, the Vice Chairman and a Non-executive Director of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHAN, Kwok-wai, aged 52, joined the Company in 2004. He is also
the chairman of the audit committee and remuneration committee of the
Company. Mr. Chan holds a Bachelor Degree of Business Administration
from the Monash University, Australia. He is also an associate member of
CPA Australia and a member of the Hong Kong Securities Institute. He has
over 31 years of experience in finance and accounting industries. Mr. Chan
is currently a director of High Progress Consultants Limited. He is also an
independent non-executive director of Junefield Department Store Group
Limited, China Investments Holdings Limited, Tern Properties Company
Limited, National Electronics Holdings Limited and Far East Consortium
International Limited, the shares of all of which are listed on the Stock
Exchange.

Ms. Phillis LOH, Lai-ping, aged 46, joined the Company in 2006. She
is also a member of the audit committee and remuneration committee of
the Company. Ms. Loh holds a Bachelor Degree of Laws and a Postgraduate
Certificate in Laws, both from The University of Hong Kong. Ms. Loh was a
practising solicitor from 1990 to 1997, and has since become a practising
barrister-at-law after she was called to the Hong Kong Bar in 1998. She
was admitted as a solicitor in Hong Kong (1990) and the United Kingdom
(1991), and is also a barrister and solicitor in the Supreme Court of the
Australian Capital Territory (since 1991).

Mr. MA, Tsz-chun, aged 45, joined the Company in 2008. He is also a
member of the audit committee and remuneration committee of the
Company. Mr. Ma is a Certified Public Accountant (Practising) and has
over 23 years of experience in auditing, finance and accounting industries.
He is currently a director of ACE (CPA) Limited and a director and the
general manager of Sino-Bridge China Consulting Limited. Mr. Ma holds a
Master of Science Degree in E-Commerce (Business Programme) and a
Master Degree in Business Administration, both from The Chinese
University of Hong Kong as well as a Master of Science Degree in China
Business Studies from The Hong Kong Polytechnic University. Mr. Ma is a
fellow member of The Association of Chartered Certified Accountants in
the United Kingdom, an associate member of Hong Kong Institute of
Certified Public Accountants, The Institute of Chartered Secretaries and
Administrators in the United Kingdom and The Hong Kong Institute of
Chartered Secretaries respectively.
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Profiles of Directors and Senior Executives
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SENIOR EXECUTIVES

Ms. Sue CHAN, Sze-wan, aged 32, joined the Group (the Company
together with its subsidiaries, the “Group”) in 2002 and is the Manager of
Sales and Leasing Department as well as the Assistant Sales and Marketing
Manager of Cosmetics Department responsible for Two Girls products.
Ms. Chan holds a Bachelor Degree of Business Administration from
University of Management and Technology, United States of America. She
is responsible for the Group’s marketing and properties’ sales and leasing

affairs. Ms. Chan has over 8 years of experience in sales and marketing.

Mr. Matthew CHEONG, Veng-va, aged 53, joined the Group in 1994
and is the General Manager — Operations of the Group. He is also an
executive director and the chairman of Chi Cheung Investment Company,
Limited (“Chi Cheung"), a subsidiary of the Company whose shares are
listed on the Stock Exchange. Mr. Cheong is a chartered engineer. He
holds a Bachelor Degree of Science from the University of Toronto, Canada,
a Master Degree of Science in Automation Systems and Management and
a Doctorate Degree of Engineering, both from the City University of Hong
Kong. He is also a member of The Hong Kong Institution of Engineers,
The Institute of Measurement and Control and The British Computer
Society. Mr. Cheong is responsible for the general operations of the Group
including information technology, corporate communications, human
resources and administration. He has over 25 years of experience in the

management and operations.

Ms. Connie CHEUNG, Mun-yi, aged 43, joined the Group in 2007 and
is the Head of Legal Department. Ms. Cheung is a practising solicitor. She
holds a Bachelor Degree of Laws and a Postgraduate Certificate in Laws,
both from The University of Hong Kong. Ms. Cheung has been working in
both law firm as a solicitor and public sector as an in-house legal counsel.
Ms. Cheung is responsible for overseeing the legal aspects of the Group's
various businesses, including project development, commercial
investments, conveyancing and tenancy. She has over 19 years of legal

experience.

Mr. Ivan IP, Ka-fai, aged 47, joined the Group in 1999 and is the Senior
Manager of China Business Department. Mr. Ip holds a Master Degree of
Business Administration from The University of Hull, United Kingdom. He
is responsible for the management and development of projects in Eastern
and Southern China as well as property investment projects in overseas.
He has over 17 years of experience in the property field of the Mainland
China.
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SENIOR EXECUTIVES (contd)

Mr. Alec KONG, Chi-ming, aged 47, joined the Group in 1994 and is
the Head of China Business Department. He is also an executive director
and deputy chairman of G-Prop (Holdings) Limited ("G-Prop”), a subsidiary
of the Company whose shares are listed on the Stock Exchange. Mr. Kong
holds a Bachelor Degree of Business Administration from The Chinese
University of Hong Kong, a Master Degree of Arts in Quantitative Analysis
for Business and a Master Degree of Business Administration, both from
the City University of Hong Kong. He is responsible for the overall
management and development of property projects in the Mainland China.
He has over 20 years of experience in the property field of the Mainland
China.

Ms. Hazel LAI, Ming-yan, aged 42, joined the Group in 2000 and is the
Senior Manager — Contracts of Project Development Department. Ms. Lai
is a registered professional surveyor. She holds a Bachelor Degree of
Science in Building from the City University of Hong Kong and a Master
Degree of Science in Construction and Real Estate from The Hong Kong
Polytechnic University. She is also a member of The Hong Kong Institute
of Surveyors. Ms. Lai is responsible for the quantity surveying affairs. She

has over 20 years of relevant experience.

Mr. LAM, Kwong-wai, aged 55, joined the Group in 1989 and is the
Group Financial Controller and Company Secretary of the Company, Chi
Cheung and G-Prop. Mr. Lam is a Certified Public Accountant (Practising)
and holds a Master Degree of Business Administration from the University
of Warwick, United Kingdom. He has over 33 years of experience in auditing,

finance and accounting.

Mr. Kenneth NG, Yik-hei, aged 43, joined the Group in 2004 and is the
Senior Manager of Project Development Department. Mr. Ng is a chartered
building surveyor, a registered professional surveyor and an authorised
person under the List of Surveyors of the Building Authority. He holds a
Bachelor Degree of Science in Building Surveying from the University of
Greenwich, United Kingdom and a Master Degree of Practising Accounting
from the Monash University, Australia. Mr. Ng is also a member of The
Hong Kong Institute of Surveyors and The Royal Institution of Chartered
Surveyors. He has been appointed by The Government of the Hong Kong
Special Administrative Region as a member of the Appeal Tribunal Panel
(Buildings) since February 2007. Mr. Ng is responsible for the project

development affairs. He has over 20 years of relevant experience.
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Profiles of Directors and Senior Executives
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SENIOR EXECUTIVES (contd)

Ms. Teresa POON, Mun-chie, aged 40, joined the Group in 2002 and
is the Senior Manager of Project Development Department. She is also an
executive director and the chief executive officer of Chi Cheung. Ms. Poon
is a registered architect in Hong Kong and an authorised person under the
List of Architects of the Building Authority. She holds a Bachelor Degree of
Arts in Architectural Studies and a Master Degree of Architecture, both
from The University of Hong Kong. She is also a member of The Hong
Kong Institute of Architects. Ms. Poon is responsible for the project
development affairs. She has over 15 years of experience in the

management and development of property projects.

Most of the above senior executives, namely Ms. Sue Chan, Sze-wan, Mr.
Matthew Cheong, Veng-va, Mr. lvan Ip, Ka-fai, Mr. Alec Kong, Chi-ming, Mr.
Lam, Kwong-wai, Mr. Kenneth Ng, Yik-hei and Ms. Teresa Poon, Mun-chie
hold position as a director in one or more of the subsidiaries of the

Company.

SRITHAE @

BRELZL  BF405 R-TZT_FNALE
AR BERBENEE - RTREFZH
TEERITHAE  BR LT REBTMRER &
BREEBEERUEEMBERNZRIAL - &
HETARBRESBNETBUNBESRETE
- WABEREMBEEEE - FLTBERA
BREH - REVFHEBEENERTERER
THFELR -

A EXRBOBRITHRAR @ BIRFELL - B5K
A BREELE O IEHEE MAHE
£ REELRERBBELTETARR A
ZRNB AR ZEERBT -



Chairman’s Statement

TE®RES

I'would like to present the results of the Company and its subsidiaries
(the "Group") for the year ended 31st December, 2010 (the "Year") to
the shareholders of the Company.

RESULTS

Loss attributable to owners of the Company for the Year was HK$8,858.2
million as compared to profit of HK$10,023.4 million (restated) for last
year. The loss for the Year was mainly due to the fair value loss on
investment properties. Loss per share was HK$4.60 (year ended 31st
December, 2009: earnings per share of HK$5.02 (restated)).

If the net loss on the major non-cash items of HK$10,748.9 million (year
ended 31st December, 2009: gain of HK$8,606.1 million (restated)) are
excluded, the Group will have a core profit attributable to owners of the
Company for the Year of HK$1,890.7 million (year ended 31st December,
2009: HK$1,417.3 million) and a core earnings per share of HK98.2 cents
(year ended 31st December, 2009: HK71.0 cents), an increase of 33.4%
and 38.3% over 2009 respectively.

DIVIDENDS AND SHARE REPURCHASE

In September 2010, the Company had paid a special dividend of HK40
cents per share or approximately HK$763.0 million to shareholders, which
represents 40.7% of the core profit for the Year of HK98.2 cents per
share or approximately HK$1,890.7 million. As such, the Board of Directors
of the Company (the “Board") considers that proposal for final dividend
for the Year is not required. However, in order to maintain a continuous
dividend payment record, the Board has recommended the payment of a
nominal final dividend of HK1 cent per share for the Year (the “Final
Dividend") (2009: HK1 cent).

During the Year, the Company has allocated an aggregate cash amount of
approximately HK$1,317.1 million (2009: HK$2,740.5 million) (or HK68.8
cents per share (2009: HK138.8 cents)) which would be paid to
shareholders. Out of such sum, (i) an amount of approximately HK$763.0
million (2009: HK$1,228.5 million) (or HK40 cents per share (2009:
HK63 cents)) had been applied for the payment of special dividend; (ii)
an amount of approximately HK$19.1 million (2009: HK$19.5 million)
(or HK1 cent per share (2009: HK1 cent)) would be applied for the
payment of Final Dividend; (iii) an amount of approximately HK$535.0
million (2009: HK$1,453.3 million) (or HK27.8 cents per share (2009:
HK72.8 cents)) had been utilized for the repurchase of the Company’s
shares; and (iv) no interim dividend had been declared during the Year
(2009: HK$39.2 million or HK2 cents per share). With such a total cash
sum of HK68.8 cents per share (2009: HK138.8 cents) and a core profit
of HK98.2 cents per share (2009: HK71.0 cents), a ratio of 70% (2009:
195%) is recorded, which is summarized as follows:—
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DIVIDENDS AND SHARE REPURCHASE (contd)

B B K& 17 [B] B o)

For the year ended
31st December,

BE+-A=+-HLEE

2010 2009
Core profit (HK$m) Zine | (B 8ETT) 1,890.7 1,417.3
Share repurchase (HK$m) RO (BEET) 535.0 1,453.3
Interim Dividend (HK$m) FEIR B (B EETT) - 39.2
Special Dividend (HK$m) RIS (B&%ET) 763.0 1,228.5
Final Dividend (HK$m) KA B (BEB%EIT) 19.1 19.5
On a share basis e Rt
Core profit (HK cents) Z0m F) GBALD 98.2 71.0
Share repurchase (HK cents) [i& {7 [ 88 (L) 27.8 72.8
Interim Dividend (HK cents) FREAAR R (AL - 2.0
Special Dividend (HK cents) AR 2 (&L 40.0 63.0
Final Dividend (HK cent) REARR B (&) 1.0 1.0
Interim, Special and Final Dividends (HK cents) RER - R R R ERAR B (;%TIJJ) 41.0 66.0
As a percentage of core profit HERZ AN Z 85D 42% 93%
Share repurchase, Interim, Special and Final AR I8 - FE - R R R AR
Dividends (HK cents) i B B 68.8 138.8
As a percentage of core profit HERZ AN Z B9 70% 195%

Approval of Dividend by Shareholders and Expected Timeframe

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company to be held on 26th May, 2011, the dividend
warrants will be posted on or about 8th June, 2011 to shareholders whose
names appear on the register of members of the Company on 26th May,
201T.

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 23rd May, 2011 to 26th May,
2011, both days inclusive. In order to qualify for the recommended Final
Dividend and for the purpose of ascertaining the members’ entitlement
to the attendance of the forthcoming annual general meeting of the
Company, all share transfers documents accompanied by the relevant
share certificates must be lodged with the Company’s Branch Registrar
and Transfer Office in Hong Kong, namely Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen's Road East, Wanchai, Hong Kong not later than 4:30 p.m.
on 20th May, 2011.
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BUSINESS REVIEW

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major
sources of our income. The overall occupancy rate of the Group's retail
portfolio was 88.119% during the Year excluding the renovation area of
Windsor House and Silvercord. The occupancy rate achieved 90.12% if
non-core properties are excluded. The satisfactory occupancy rate is
attributable to the prime locations of the majority of the Group's retail

properties.

The Group's overall gross rental growth was 11.17% with rental income
of HK$1,126.3 million for the Year as compared with last year. The rental
income from Hong Kong retail portion showed an upward momentum
with 18.96% growth while the non-retail portion maintained stable
performance. The increase in gross rental income is mainly attributable to
the completion of Windsor House's renovation works in May 2010 and
the opening of The ONE in October 2010. Retail rents were generally
raised due to the increase in tenants’ business turnover benefited from
the continuous growth of Mainland China tourists’ spending and the

improved local consumption.

During the Year, the Group has disposed the retail shops of Excelsior Plaza
(include Laforet), Southorn Centre (also known as Wanchai Computer

Centre) and York Place.

The average occupancy rate of the shops of Causeway Place was

approximately 95.38% during the Year.

The renovation works of Windsor House were completed in May 2010.
The enhancement includes reconfiguration of the mall layout from
basement level to 7th level to provide greater varieties of prime retail
shops and specialty restaurants, addition of atrium void and introduction
of skylight to provide a high-end shopping environment. The overall rental
income of Windsor House was raised 7.43% for the Year as compared
with last year due to the revamped Windsor House provides shoppers a
cozy shopping environment with a diversified trade mix. As at 31st
December, 2010, its occupancy rate was approximately 91.66% excluding

renovation area.
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BUSINESS REVIEW (contd)

Hong Kong Property Investment (Cont'd)

As for Silvercord, the overall rental income was raised 10.04% for the
Year as compared with last year and its average occupancy rate was
approximately 93.94% during the Year excluding renovation area. The
rental income, occupancy rate, tenant mix and traffic flow of Silvercord
have been enhanced after its renovation and repackaging in 2007. In order
to further refine the configuration of the retail shops and restaurants at
basement to third floor, improvement works have been carried out from
August 2010 to February 2011.

The ONE has been grand opened on 29th October, 2010 subsequent to
the completion of redevelopment of the former Tung Ying Building in July
2010. Itis a 29-storey integrated shopping, entertainment and food and
beverage complex with more than 400,000 square feet of retail spaces.
At present, The ONE is the tallest retail complex of its kind in Hong Kong
and is one of the landmark shopping arcades in Tsim Sha Tsui. Around
95.17% of shops were leased out as of 31st December, 2010 with some

of them are well-known brand names.

The occupancy rate for the Group's office properties maintained at a
satisfactory level. During the Year, the average occupancy rates of Windsor
House, MassMutual Tower and Harcourt House were approximately
85.86%, 97.35% and 83.64% respectively, bringing the approximate

occupancy rate of the overall office portfolio to 89.21%.
Hong Kong Property Development

In general, the Group's development projects have been progressing

satisfactorily and the sales have been achieving pleasing results.

York Place is a high-end residential tower located in prime area of Wanchai,
having 94 units with flat size ranging from gross floor area of approximately
576 square feet to 2,037 square feet. As at 31st December, 2010, 90

units were sold, representing 95.74% of total units.

i-home is a joint venture project with the Urban Renewal Authority located
in Tai Kok Tsui. It provides a single residential tower block comprises 182
units with flat size ranging from gross floor area of approximately 462
square feet to 1,182 square feet. As at 31st December, 2010, 181 units

were sold, representing 99.45% of total units.

MOD 595 is another joint venture project with the Urban Renewal Authority
located in Mongkok. It provides a single residential tower block comprises
85 units with flat size ranging from gross floor area of approximately 483
square feet to 1,188 square feet. 98.82% of total units (i.e. T unit

remaining) were sold up to 31st December, 2010.
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BUSINESS REVIEW (contd)

Hong Kong Property Development (Cont'd)

Sun Fair Mansions, 12 Shiu Fai Terrace, located in Mid-Levels East, is a
traditional prestigious location for luxury residential project in Hong Kong.
A luxury residential tower which provides a total residential gross floor
area of around 41,020 square feet will be redeveloped. Site formation
work is in progress. Completion of the project is re-scheduled to mid

2013 and its launching is scheduled for the first quarter of 2012.

The Zenith (87.5% interest) is a two-phase redevelopment project at Tai
Yuen Street, Wanchai undertaken with the Urban Renewal Authority. All
residential units of Phase | were sold. Phase Il will be a residential/
commercial complex development with total gross floor area of
approximately 159,700 square feet, provides in aggregate 237 residential
units and retail properties. Redevelopment work with preservation of the
core elements of Wanchai Market and superstructure work are in progress.
Completion of Phase Il is scheduled for end 2012 and it is expected to be
launched in 2011

No. 55 Conduit Road (70% interest), a residential site in Mid-Levels with
site area of about 36,000 square feet which provides a total residential
gross floor area of around 87,800 square feet. This site will be developed
into a luxury residential project. The first phase of the site formation work
has been completed. Piling works and the associated substructure works
are in progress. The project is expected to be launched in the third quarter
of 2012

The Hermitage (25% interest), is one of the Group’s joint venture
development projects in West Kowloon Reclamation Area. Its interior fitting
work is in progress. The Hermitage will comprise 6 residential tower blocks,
which provides in aggregate 964 residential units and retail properties
with a total gross floor area of around 1,095,980 square feet. Completion
of the whole project is re-scheduled to early 2011. Since its launch
commenced in June 2010, 915 units were presold up to 31st December,
2010, representing 94.92% of total units.

Another West Kowloon — joint venture development project is located at
the junction of Hoi Wang Road, Yan Cheung Road and Yau Cheung Road
(15% interest). Its superstructure work is in progress. 6 residential tower
blocks, which provide in aggregate 740 residential units and retail properties
with a total gross floor area of around 650,600 square feet, will be
developed. Completion of the whole project is re-scheduled to mid 2012
Its launching is scheduled for the first half of 2011.
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BUSINESS REVIEW (contd)

Macau Property Development

The Group is planned to develop the site at Avenida Wai Long, Taipa,
Macau (70.01% interest) into a high-end residential project with a total
residential gross floor area of approximately 5,786,296 square feet
(excluding car park area and outdoor facilities area). It will comprise 26
residential tower blocks and will be developed in phases. Phase |
development is being implemented and its site formation work commenced
in May 2010. The launching of Phase | development is scheduled for the

second quarter of 2011.
Mainland China Property Investment

The average occupancy rate of the 79 retail outlets with a total area of
around 29,000 square feet in Lowu Commercial Plaza, Shenzhen was

approximately 98.14% for the Year.

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 21-storey
office and shopping complex and has a gross floor area of around 263,708
square feet. The average occupancy rates of the office and retail spaces

for the Year were approximately 83% and 64.35% respectively.

Platinum (50% interest), a 20-storey Grade A office building located at
Taicang Road of Luwan District in Shanghai, has a gross floor area of about
466,464 square feet. The occupancy rate as of 31st December, 2010
was approximately 97.87%. The Group's interest in Platinum had increased
from 309% to 50% in June 2010.

Hilton Beijing (50% interest), having 503 rooms, average occupancy rate

was approximately 72.43% for the Year.

Oriental Place (50% interest), a 10-storey office building next to Hilton

Beijing, average occupancy rate was approximately 96.61% for the Year.
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BUSINESS REVIEW (contd)

Mainland China Property Development

Splendid City, a residential and commercial project located at Yingbin Road
of Jinniu District in Chengdu, has a site area of approximately 795,625
square feet and a corresponding gross floor area of approximately 3.74
million square feet. It will comprise 19 residential tower blocks with a
commercial building and will be developed in two phases. Phase | of
Splendid City will provide in aggregate 1,226 residential units with flat
size ranging from gross floor area of approximately 854 square feet to
1,812 square feet and a commercial building with gross floor area of
approximately 272,740 square feet. Phase | has been completed in
November 2010 and the residential units have been handed over to
individual purchasers. As at 31st December, 2010, 1,191 units of Phase |
were sold, representing 97.15%. Phase Il of Splendid City will provide in
aggregate 1,625 residential units with flat size ranging from gross floor
area of approximately 854 square feet to 1,812 square feet. It is under

superstructure construction and expected to be completed in mid 2012.

The Metropolis is a residential project located at Dongda Street of Jinjiang
District in Chengdu, with site area of approximately 194,411 square feet
and corresponding gross floor area of approximately 1.65 million square
feet. It will comprise 6 residential tower blocks and will be developed in
phases. Phase | of The Metropolis will provide 572 units with flat size
ranging from gross floor area of approximately 704 square feet to 2,692
square feet. It is under superstructure construction and expected to be
completed in end 2012. Since its first sales launch of Phase | commenced
in December 2010, 91 units (i.e. 15.91%) were presold up to
31st December, 2010.

Chinese Estates Plaza, a commercial and residential project at South
Taisheng Road of Qingyang District in Chengdu, has a site area of about
404,267 square feet with a development scale of 3.2 million square feet.
It will comprise a Grade A office building, a five stars hotel, a shopping
centre and 4 residential tower blocks. Substructure construction works
are in progress. Completion of the commercial and residential portions

are scheduled for end 2013 and end 2014 respectively.

The commercial and residential project at Huaxinjie Street of Jiangbei
District in Chongging (25% interest), has a site area of around 2,207,546
square feet and a gross floor area of approximately 11.08 million square
feet. The land was handed over on 15th July, 2010 and the project is at
design stage. It will be developed in four phases and Phase | is expected

to be completed in the fourth quarter of 2014.
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BUSINESS REVIEW (contd)

Overseas Property Investment

Subsequent to the year end, the Group has acquired a Grade A freehold
office building, namely River Court, located at 116-129 Fleet Street,
Midtown, London, United Kingdom. River Court provides a total net internal
area of approximately 431,324 square feet, together with certain car parking
spaces. The office area is let to an international investment bank as part
of its European headquarters and the retail unit at the ground floor and
lower ground floor is let to a chemists retail company. Details of the

acquisition have been included in “Events After the Reporting Period” below.

COMMUNITY RELATIONS

In order to enhance community relations, we had mobilized employees
in our workplace to participating in the following community programmes,
charitable activities and voluntary services, for helping the communities in

need, suffering people and children with special needs during the Year:—

. HSBC SHARE-TO-CARE Volunteer Campaign and Territory-wide Flag Day of
Agency for Volunteer Service

. Charity sale of raffle tickets and Flag Day of Heep Hong Society
Qinghai Earthquake Relief and 8.12 Red Décor Day of Hong Kong
Red Cross
Pin Campaign “Sight for All 2010" of ORBIS Hong Kong

. Oxfam Rice Sale of Oxfam Hong Kong
Flag Day of Society for Community Organization

. Love Teeth Day of The Community Chest
“Skip-A-Meal” Campaign and Used Book Recycling Campaign of World Vision
Hong Kong
Earth Hour of World Wild Fund

The Company honoured by receiving the “Caring Company” logo in the
fourth consecutive year, from The Hong Kong Council of Social Service, in
recognition of our good corporate citizenship. The Group will continue to

actively participate and support a variety of meaningful community activities.

In February 2011, the Group donated a sum of HK$34 million to the
Community Care Fund which is established to provide assistance to the
underprivileged in the community. A further sum of HK$33 million will be

made in 2012 and 2013 respectively.
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INVESTOR RELATIONS

The Company is continuously committed to maintaining good
communication with shareholders, investors and analysts in order to ensure
their thorough understanding of the Group's strategies and business
development, thereby enhancing transparency and investor relations.

The Company maintains a Company’s website (www.chineseestates.com)
to make the Company's information available on the internet, including
the dissemination of statutory announcements and circulars etc,, to facilitate
its communication with shareholders and to provide important information
to the investing public on corporate governance structure, policies and
systems, profiles of the Directors and senior executives as well as terms
of reference of Board committees.

The up-to-date information of the Group is available for public access on
the Company's website. The Company encourages its shareholders to
take advantage of the Company’s website and welcomes suggestions from
investors and shareholders, and invites them to share their views and
suggestions by contacting the Investor Relations Department at
investor.relations @chineseestates.com.

OTHER INFORMATION

Disposal of Subsidiaries and Assets

As announced on 18th May, 2010, the Group has on 17th May, 2010
entered into six sets conditional sale and purchase agreements (the
"Agreements”), in relation to, inter alia, disposal of two shops of York Place
and the Company’s wholly-owned subsidiaries that hold retail shops of
Excelsior Plaza (include Laforet) and Southorn Centre (also known as
Wanchai Computer Centre) (the “Properties”) to the companies wholly-
owned by Mr. Joseph Lau, Luen-hung, the Chairman and Chief Executive
Officer of the Company; and the subsequent provision of three-year after-
sale free leasing agency and management services in relation to the
Properties, at an aggregate consideration of approximately HK$2,598.1
million (the “Transactions”). The Transactions constituted discloseable and
connected transactions for the Company under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) which are subject to the approval of the independent
shareholders of the Company. The Transactions were subsequently
approved by the independent shareholders of the Company at the special
general meeting held on 7th July, 2010 and were completed in July and
August 2010 respectively. The Transactions also constituted continuing
connected transactions of the Company under the Listing Rules as it was
provided in the Agreements that upon completion of the Transactions,
property management agreements would be entered into between Perfect
World Company Limited, the Company’s wholly-owned subsidiary, with
the then owners of the Properties (except York Place) regarding the
provision of property management services to the Properties (except York
Place). Details of the Transactions were set out in the circular of the
Company dated 18th June, 2010.

REEREF

ARR—EBEBNERR REERDTERER
WEE  HERBEEEANEE 2RI REBER
BIERNIER - MRS BERE RIS EKER
BA&

AR EERA A RA B (www.chineseestates.com)
FRFFEBEHRERGARER - BIEEER
R AR ERGEEH 2 BENE R R BRI
REBEEEHTARRKRES THRLEE QRS
B RGIE - EFRERITBRABEN - UKE
ELEgBRESE -

ERARBZ&HMEM  ARBENARBUIE
HAREEFARARALER - AR FSBEERRK
RERARARRUERBDREE MRREHE
R UBBREREREERESL  2EREZ
EAREZE REZBHEIFZER:

investor.relations@chineseestates.com °
H i &
HEMBARREE

BT —ZEFRATNBLH AEERZZ
—SFRAATEREARSELE (RRARZE
FEFITBBE) 2EHB 2 ARG N DB GHE
BEZmE (2S5 ha])  BE (HFeiE)York
Place R {E 5 &8 M5B 16 R 55 (215 K ALaforet)
RSB O (TRRVEF BN T EmM (2%
ME) Z2EMBWBAR - YR HETKET
ZEMERBRU=F 22 BHEREREEE
%R - BAREXA2,598,100,0008 7T ([3Z2EFR
51) « BELTRA - ZEXFERARFZA
TRELEERS  BHEARARBIREIE -
ZERGEBODEARABILRER-ZE—ZF
+tAEABTZBREFAAREG EI0E - WD RIR
ZE-TFEELARNATK - BIEETRA - %
ERXRGMERAR A 2 HERER S - BZEW
BNFTRAGZERFITHE - BEMEEEEAR
RRAI(ARBZ2EHBENBAR) SRR YE
BRI TZEME (BYork Placed)) EHiZ S %
(B York Placesl) & W 2 8 AT L W B2
o BRZERHZABEHIRARRBEA
ZE-ZEFXRATNBZBHA -

ERHHE

juawa)e)s s,ueuwniiey)

= —
=
&L

EEREYE BHoe—3



o

ETR|EE

Chairman'’s Statement

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

OTHER INFORMATION (contd)

Acquisition of Platinum

On 18th December, 2009, the Group entered into a sale and purchase
agreement (the “SP Agreement”) to acquire 3 non-voting shares in a joint
venture (the “IV") (representing 30% of the issued share capital of the
JV) at a consideration of HK$23.40 from an independent third party,
contracted to acquire indirectly the property interest in a Grade A office
building in Shanghai, namely Platinum. The acquisition of Platinum has

been completed on 1st April, 2010.

As announced on 30th June, 2010, the Group has on 29th June, 2010
exercised the call option under the SP Agreement to further acquire 2
non-voting shares (“Call Option Shares"), representing 20% of the issued
share capital of the JV at a consideration of HK$15.60 and therefore, as a
result, the Group's interest in the JV and in turn Platinum has been increased
from 3009 to 50%. The aggregate pro-rata shareholder's loan and corporate
guarantee provided by the Group to the JV as at 30th June, 2010 was
approximately HK$935 million.

The Group has also on 29th June, 2010 further exercised its conversion
right to require the JV to redeem its 5 non-voting shares held and convert
into 5 ordinary shares, subject to the passing of an ordinary resolution by
the shareholders of the holding company of the JV partner (the
“Conversion”). The Conversion has been approved on 20th August, 2010,
and thus all the 5 non-voting shares held by the Group have been
redeemed by the JV and converted into 5 ordinary shares on the even
date.

Pursuant to the SP Agreement, the JV partner is entitled to exercise the
put option granted under the SP Agreement to require the Group to
purchase their 50% interest in the JV, i.e. 5 ordinary shares (“Put Option
Shares"), during the period from 29th June, 2010, being the date of
completion of the sale and purchase of Call Option Shares, to the expiry
of 180 days thereafter. In the event that the JV partner exercised the said
put option and upon the completion of the sale and purchase of the Put
Option Shares, the JV will become a wholly-owned subsidiary of the
Company and the Group will have 100% indirect interest in Platinum.
Prior to the year end, the JV partner had confirmed that they have no
intention to exercise the put option, and therefore the Group's interest in

the JV and in turn Platinum remains unchanged at 50%.

H &
U B 37 75 K I

RZEZNE+T_A+NB AEEFTV—HE
Bz ([EEHEZ])  WHBILE=ZFURE
23A0B A ECE (68X IRERE
R, (FBEREEEEDEITRAZ30%) [
BEWE—EAR SR AFEAE] 2 FRHEA
B2YERZ - MERNEZHRBER=ZZ—FF
MMA—HEK °

MM —T—TFNA=THAM AEER=T
—i@iﬁH:JerEl?fﬁiﬁagﬁ%;%ﬁ@ i AR
SR AREIE RGN ([REHER
7))  RER/I5.60HET  HEREGERLEDE
IR 22000 Bt - AEBRE &5 (Hih
FIERE) 2 R FE R30I ZE500 © AEE

AAAEMRE IR ERRER R AT
EREBR-_ZE-—ZEFNA=THH A
935,000,000 JT °

AEETR_F— gg NAZTHBE-FTE
HBRENERGEOEBOAKERE 25K
EEREERD EEHﬁZﬁJﬁZ%SH“ﬁLHQ MR
RAECEBHZERARZBRFBBAHER

Rigz ([0 - BRECER _—F—FF/\A

“+HEE  HEECENTRFAEEZEER A
SEFBE ZSREREERD - WEIRASRER
f% o

BIBEEEHZ  AECERNERTERERR
FRTIREEE  RZE-—ZFAAZTNAH
(NEEREHERMD 2 TH B ZH%180H
HE - BERAKEEEAELERANEERE
BTt 2 5004 2 + BI5A% % i A% (3300 2 4 3%
7)o WEAELERMITER ML ERE - B
SERAREHRRNZEE A% EBNABEAR
Rz 2EHRBWBAR  MASEEHEEEEH

EARE1000%##m - RELER - AERERBHE
BREBETEERLHE  ALAEEREGED
%(%%ﬂﬁ%ﬁmtfé)ﬁﬁmz%ﬁ T HER
500% °



EVENTS AFTER THE REPORTING PERIOD

Acquisition of River Court

As announced on 14th January, 2011, the Group has on 14th January,
2011 entered into a sale and purchase agreement with independent third
parties to acquire the entire issued share capital in River Court Holdings
Limited which indirectly held a Grade A freehold office building, namely
River Court, situate at 116-129 Fleet Street, Midtown, London, United
Kingdom, at a consideration consisted of payment in cash of
GBP37,791,104, subject to adjustment, and the assumption of
shareholders’ loan of approximately GBP43,289,000 (equivalent to
approximately HK$465,260,000 and HK$532,946,000 respectively as at
the date of the announcement). The acquisition constituted a discloseable
transaction of the Company under the Listing Rules. Completion of the

acquisition took place on 14th January, 2011.
Subscription and Purchase of Bonds

As announced on 20th January, 2011, the Group has entered into a
subscription agreement (the "Subscription") with a third party on
19th January, 2011, in relation to the subscription and purchase of the
8.5% senior secured guaranteed bonds due 2014 in the aggregate principal
amount of RMB2 billion, to be settled in USD (which is equivalent to
approximately US$303 million). The Subscription was completed on 15th
March, 2011.

Disposal of Tuen Mun Centre

On 7th February, 2011, the Group has disposed the commercial property
at Tuen Mun Centre, New Territories to an independent third party at a

consideration of HK$80 million.

PROSPECTS

The global economic conditions have shown sound improvements in the
second half of 2010, resulting from the launching of second round of
quantitative easing by the United States of America, as well as the continued
economic growth in the Mainland China which has taken the place of
Japan and has become the world's second largest economy. The global

economy is likely to maintain stable growth this year.

Benefited from both the continuous growth in Mainland China tourists’
spending and improved local consumption, there are significant positive
signs for the Group's retail rental income. The Group will constantly review

the tenant mix of its retail properties in order to enhance rental income.

Since 2010, the Central Government has implemented policies to regulate
the residential property market. The Group believes that, in the medium-
to-long run, as the economy of Mainland China continues growing, its

residential property market will remain optimistic.
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PROSPECTS (Cont'd)

The demand for housing in Hong Kong will continue to be robust. The
Group believes that the property market is likely to maintain healthy and
stable growth in the next 12 months and is confident that the sales of our

development projects will continue to perform well.

The Group will focus on its upcoming launch of its high-end residential
project (Phase I) located at Avenida Wai Long, Taipa, Macau this year.
Together with the sale of our Chengdu development projects, we are
confident that the revenue in sale of properties will provide satisfactory

contributions to the Group in the coming years.

Our Group has been monitoring the property markets of Hong Kong,
Mainland China and overseas closely, and will replenish its land bank and

expand its investment property portfolio at opportune times.

APPRECIATION

I would like to take this opportunity to express my gratitude to the
shareholders for their continued support. | would also like to express my
sincere thanks to my fellow directors and all staff members for their

dedication and hard work.

Joseph Lau, Luen-hung

Chairman

Hong Kong, 23rd March, 2011
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Financial Operation Review
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RESULTS

Revenue

Revenue for the Year amounted to HK$2,671.0 million (year ended 31st
December, 2009: HK$2,151.3 million), an 24.2% increase over last year
and comprised of gross rental income HK$1,126.3 million (year ended
31st December, 2009: HK$1,013.1 million); property sales HK$1,658.7
million (year ended 31st December, 2009: HK$1,217.7 million), loss in
sales of held-for-trading investment on a net basis HK$148.5 million (year
ended 31st December, 2009: HK$115.5 million) and others HK$34.5
million (year ended 31st December, 2009: HK$36.0 million). The increase
was mainly due to recording of revenue of sales proceeds recognised
from York Place, i-home and Phase | of Splendid City in Chengdu of
HK$1,538.9 million and other properties of HK$119.8 million (year ended
31st December, 2009: York Place and i-home of HK$1,126.0 million and
other properties of HK$91.7 million).

Gross Profit

Gross profit for the Year amounted to HK$1,351.0 million, an 45.1%
increase as compared with last year, mainly due to an increase in profit of

HK$342.6 million from property development and trading.

Rental

For property leasing, the rental revenue in retail section jumped by 17.9%
to HK$761.2 million. Rental revenue from non-retail section maintained
stable at HK$365.1 million during the Year. The Year recorded an increase
of 11.2% in total rental revenue to HK$1,126.3 million as compared with
2009 of HK$1,013.1 million. Together with the attributable rental revenue
generated from associates of HK§146.4 million (year ended 31st
December, 2009: HK$82.3 million), the total attributable rental revenue
to the Group after non-controlling interests reached approximately
HK$1,269.2 million (year ended 31st December, 2009: HK$1,092.3

million), which achieved an 16.2% increase over last year.

Attributable net rental income for the Year showed HK$1,149.5 million,
an 15.8% increase over HK$992.8 million in 2009.
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RESULTS (cont'd)
Property Development and Trading

In relation to properties sales recognised as profit for the Group and its
associates, an attributable profit of HK$408.9 million (year ended 31st
December, 2009: HK$83.6 million) was recorded. The major components
recorded in gross profit are sales of: MOD 595 in Mongkok resulting in
loss of HK$2.2 million (year ended 31st December, 2009: profit of HK$17.0
million); i-home in Tai Kok Tsui generated profit of HK$67.5 million (year
ended 31st December, 2009: HK$82.5 million); Phase | of Splendid City
in Chengdu generated a profit of HK$211.6 million (year ended 31st
December, 2009: nil) and York Place in Wanchai generated a profit of
HK$71.9 million (year ended 31st December, 2009: loss of HK$34.9
million). Profit represented sales revenue less cost. York Place was
previously an investment property and was transferred to stock of properties
in 2008 at its then market value. For the units sold and recognised in the
Year, the cost included a valuation surplus of HK$85.1 million (year ended
31st December, 2009: HK$451.6 million).
excluded from the cost, a profit of HK$157.0 million (year ended 31st
December, 2009: HK$416.7 million) would be resulted.

If the valuation surplus is

Certain units and parking spaces at Gemstar Tower in Hunghom (61.96%
interest) and The Zenith in Wanchai (87.5% interest) sold during the Year
had contributed an attributable profit to the Group of HK$30.5 million
(year ended 31st December, 2009: HK$2.5 million) and HK$12.9 million
(year ended 31st December, 2009: HK$2.3 million) respectively.

In respect of properties held by an associate, Indihome in Tsuen Wan
(50% interest), Miami Crescent in Sheung Shui (50% interest) and Hing
Wai Centre in Aberdeen (50% interest) continuously generated profit of
HK$1.3 million (year ended 31st December, 2009: HK$1.6 million),
HK$4.4 million (year ended 31st December, 2009: HK$4.0 million) and
HK$4.0 million (year ended 31st December, 2009: nil) respectively, the
mentioned profits was reflected in the share of results of associates. For
the sale of Parc Palais in Homantin (10% interest), a contribution of HK$5.7
million (year ended 31st December, 2009: HK$7.4 million) was recorded

in investment income.
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RESULTS (cont'd)

Property Development and Trading (Cont’d)

During the Year, the forfeited deposits received for Splendid City in Chengdu
recorded in other income were HK$0.5 million (year ended 3 1st December,
2009: HK$9.5 million and HK$0.7 million being the forfeited deposits of

York Place and i-home respectively).

At 31st December, 2010, deposit received from stock of properties
contracted to be sold and revenue to be recognised in 2011 amounted to
HK$86.6 million. The presale recorded for Phase | of The Metropolis in
Chengdu at 31st December, 2010 was 91 units of RMB114.7 million,
equivalent to HK$135.2 million, profit of which is expected to be recognised
in late 2012 and HK$83.3 million deposit was received with an the average
selling price approximately RMB1.3 million per unit. The presale recorded
for The Hermitage (25% interest) at 31st December, 2010 was 915 units
of HK$11,494.5 million, and the attributable interest on sales to the Group
was HK$2,873.6 million. Revenue and profit from sales of The Hermitage

are expected to be recognised in first half 2011.

In summary, the Group together with associated companies and an investee
company, executed properties sale agreements, including presale
agreements, to third parties with an attributable amount contracted sales
of HK$4,791.5 million (year ended 31st December, 2009: HK$1,332.0
million). Property sale and other property sale income in total recognised
in the Year was HK$409.4 million (year ended 31st December, 2009:
HK$99.6 million).

Listed Securities

Under the low interest environment, the Group has closely managed the
securities investments with a view to yield enhancement. In April 2010,
the Group has subscribed US$350 million Senior Notes due 2015 issued
by Evergrande Real Estate Group Limited with interest rate at 13% per
annum, an announcement in respect of the subscription had been made
on 14th April, 2010.

During the Year, the total gain recognised on listed securities investments
was HK$674.8 million (year ended 31st December, 2009: HK$508.6
million), comprised of gain on listed equity securities included in available-
for-sale investments of HK$138.1 million (year ended 31st December,
2009: HK$3.7 million), listed held-for-trading investments and treasury
products of HK$536.7 million (year ended 31st December, 2009:
HK$500.9 million excluding gain on disposal of two credit-linked notes to

a company wholly-owned by a director of the Company).
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RESULTS (Cont'd)

Listed Securities: Available-for-sale

The Group recorded realised gain on disposals of available-for-sale
investments of HK$106.7 million (year ended 31st December, 2009: nil)
and dividend income of HK$31.4 million (year ended 31st December,
2009: dividend income HK$3.7 million) for the Year and was recognised
as an investment income.

Listed Securities: Held-for-trading and Treasury Products

The listed held-for-trading investments and treasury products generated a
profit before or after finance income of HK$478.1 million and HK$536.7
million respectively for the Year (year ended 3 1st December, 2009: profit
before/after finance costs of HK$514.6 million/HK$500.9 million).

Profit from the listed held-for-trading investments reflected in the
consolidated statement of comprehensive income for the Year comprised
of a gross loss of totaling HK$148.5 million (year ended 31st December,
2009: HK$115.5 million), an unrealised gain on fair value changes
amounted to HK$190.2 million (year ended 31st December, 2009: loss
HK$1.8 million), a realised loss on bonds of HK$27.2 million (year ended
31st December, 2009: gain HK$197.3 million), and realised gain on release
of the fair value liability on the maturity of derivative financial instruments
of HK$3.2 million (year ended 31st December, 2009: HK$24.4 million)
and no transaction of credit-linked notes for year 2010 (year ended 3 1st
December, 2009: realised gain HK$48.1 million), other investment income
HK$3.6 million (year ended 31st December, 2009: nil) and dividend and
interest income of HK$456.8 million (year ended 31st December, 2009:
HK$362.1 million). Net gain on the relevant finance income for the Year
of HK$58.6 million (year ended 31st December, 2009: finance cost of
HK$13.7 million) including interest expense and exchange gain of HK$5.5
million (year ended 31st December, 2009: HK$2.8 million) and HK$64.1
million (year ended 31st December, 2009: exchange loss of HK$10.9
million) respectively.

Listed Securities: Other Comprehensive Income from Available-
for-sale Investments

The listed equity securities included in available-for-sale investments also
bring an addition of fair value of HK$67.0 million (year ended 31st
December, 2009: HK$41.4 million) was recognised in other
comprehensive income as an equity transaction of securities investments

reserve.
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RESULTS (cont'd)

Other Income and Expenses

Other income mainly comes from net building management fee,
arrangement fee and management and maintenance service income
increased to HK$124.9 million, representing an increase of 128.9% as

compared with last year.

During the Year, administrative expenses increased by 12.2% to HK$229.8
million (year ended 3 1st December, 2009: HK$204.9 million) and finance
costs decreased by 35.1% to HK$68.5 million (year ended 31st December,
2009: HK$105.5 million). Included exchange gain of HK$64.1 million on

foreign currency loan hedged for foreign currency securities investment.

Other gains and losses recorded a net gain of HK$19.9 million including
gain on bargain purchase of a subsidiary of HK$13.0 million, fair value
loss on step acquisition of a subsidiary of HK$7.3 million and gain on
disposals of subsidiaries to connected person of HK$13.5 million (year
ended 31st December, 2009: HK$84.4 million including HK$35.1 million
in respect of deemed disposal of a listed subsidiary through a placing
exercise and HK$53.1 million gain on disposals of subsidiaries to a

connected person).

Associates

The share of results of associates for the Year was a profit of HK$56.6
million as compared to profit of HK$144.8 million (restated) for last year,
which was mainly due to the decrease in fair value on investment

properties.
Disposals of Subsidiaries and Assets to Related Parties

On 17th May, 2010, the Group entered into (a) various sale and purchase
agreements with companies wholly-owned by a director of the Company,
to dispose certain stock of properties and subsidiaries (the “Disposal”)
and to provide after-sale free leasing agency and management service in
respect of the certain properties under the Disposal for a period of 3
years; and (b) property management agreements with companies wholly-
owned by the same director of the Company, subject to completion of
the Disposal, to provide property management services at an agreed fee

to certain properties under the Disposal.
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RESULTS (Cont'd)

Disposals of Subsidiaries and Assets to Related Parties (Cont’d)

The properties under the Disposal mainly include (a) investment property
comprises of various shops at Excelsior Plaza, Causeway Bay; (b)
investment property comprises of a retail mall at Laforet, Excelsior Plaza,
Causeway Bay; (c) stock of properties comprise of 2 shops at York Place,
Wanchai; and (d) investment property comprises of a retail mall at Southorn

Centre, Wanchai.

The stock of properties and investment properties under the Disposal
were stated at historical cost and fair value respectively, and were valued
at HK$120 million and HK$3,278 million respectively as at 17th May,
2010. After deducting a bank loan and other net liabilities (other than
deferred tax liabilities) held by the subsidiaries under the Disposal, the
provisional consideration of the Disposal was approximately HK$2,587.4

million.

The Group received the provisional consideration in cash upon completion
of the Disposal which took place in July and August 2010 respectively.
Adjustment of the provisional consideration to final consideration was made
in October and November 2010, with an aggregate final consideration of
HK$2,598.1 million. Upon completion, gain on disposals of subsidiaries
and trading properties of HK$13.5 million and HK$34.0 million was
recorded in other gains and losses and property development and trading

respectively.
Fair Value Loss on Investment Properties

Investment properties of the Group were revalued as at 31st December,
2010 by Messrs. B.I. Appraisals Limited an independent property valuers,
a decrease in fair value of HK$10,831.3 million was recorded as compared
with the fair value as at 31st December, 2009 which was valued by Messrs.
Norton Appraisals Limited (year ended 31st December, 2009: increase of
HK$8,564.3 million) as a result of changes in fair value of the properties
mainly in Hong Kong and Mainland China. The decrease in fair value was

unrealised valuation loss and the Group's cashflow will not be affected.
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LOSS, CORE PROFIT, DIVIDENDS, REPURCHASE
AND CASH PAYMENT RATIO

Loss

Loss attributable to owners of the Company for the Year was HK$8,858.2
million as compared to profit of HK$10,023.4 million (restated) for last
year. The loss for the Year was mainly due to the fair value loss on
investment properties. Loss per share was HK$4.60 (year ended 31st
December, 2009: Earnings per share of HK$5.02 (restated)).

Core Profit

If the net loss on the major non-cash items of HK$10,748.9 million (year
ended 31st December, 2009: gain of HK$8,606.1 million (restated)) are
excluded, the Group will have a core profit attributable to owners of the
Company for the Year of HK$1,890.7 million (year ended 31st December,
2009: HK$1,417.3 million) and a core earnings per share of HK98.2 cents
(year ended 31st December, 2009: HK71.0 cents), an increase of 33.4%
and 38.3% over 2009 respectively.

Dividends

In June 2010, final dividend of HK1.0 cent (year ended 31st December,
2008: final dividend of HK1.0 cent and special dividend of HK99.0 cents)
per share in total amount of HK$19.5 million for the year ended 31st

December, 2009 were paid in cash.

No interim dividend for the half year ended 30th June, 2010 (half year
ended 30th June, 2009: HK2.0 cents per share was paid in cash).

In September 2010, a special dividend for connected transaction of HK40.0
cents (2009: HK63.0 cents) per share with a total amount of HK$763.0

million was paid in cash.

Total dividends of HK$782.5 million were paid in cash during the Year.
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LOSS, CORE PROFIT, DIVIDENDS, REPURCHASE
AND CASH PAYMENT RATIO (contd)

Repurchase

During the Year, the Company had utilised HK$535.7 million (including
transaction cost) (year ended 31st December, 2009: HK$1,453.7 million)
in repurchase of the Company’s shares, such amount is equivalent to
HK27.8 cents (year ended 31st December, 2009: HK72.9 cents) per share,
calculated based on weighted average number of ordinary shares during

the Year.
Cash Payment Ratio

Based on (a) the core profit for the Year of HK$1,890.7 million (year
ended 31st December, 2009: HK$1,417.3 million) or HK98.2 cents (year
ended 31st December, 2009: HK71.0 cents) per share; (b) the amount
utilised for share repurchase during the Year of HK$535.7 million (including
transaction cost) (year ended 31st December, 2009: HK$1,453.7 million)
or HK27.8 cents (year ended 31st December, 2009: HK72.9 cents) per
share and (c) final dividend of HK1.0 cent (year ended 31st December,
2009: HK1.0 cent) per share proposed, no interim dividend (half year
ended 30th June, 2009: HK2.0 cents per share) and special dividend of
HK40.0 cents (year ended 31st December, 2009: HK63.0 cents) per
share were paid for the Year, the ratio of such cash payment to the core
profit is 70.1% (year ended 31st December, 2009: 195.6%).

NET ASSET VALUE

As at 31st December, 2010, the Group's total net asset to owners of the
Company amounted to approximately HK$33,507.9 million (31st
December, 2009: HK$43,511.7 million (restated)), a decrease of
HK$10,003.8 million or 23.0% when compared with 31st December,
2009. With the total number of ordinary shares in issue of 1,907,619,079
as at 31st December, 2010 (31st December, 2009: 1,950,000,079
shares), the net asset value per share to owners of the Company was
HK$17.57, a decrease of 21.3% over 31st December, 2009 (HK$22.31
per share (restated)). The movement in net asset value was mainly due
to (a) loss attributable to owners of the Company for the Year of
HK$8,858.2 million; (b) reduction in equity for share repurchase of
HK$535.7 million, and (c) payment of final dividend and special dividend
of HK$19.5 million and HK$763.0 million respectively.
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NET ASSET VALUE (contd)

Addition in fair value on the listed equity securities investments categorised
as available-for-sale investments of approximately HK$67.0 million (year
ended 3 1st December, 2009: addition of HK$41.4 million) was recognised
for the Year and accumulative gain of approximately HK$108.4 million
(year ended 31st December, 2009: nil) was transferred to the consolidated
statement of comprehensive income upon disposal. The carrying amount
of the Listed Equity Securities Investments Reserve as at 31st December,
2010 is nil (31st December, 2009: HK$41.4 million).

Other than the existing projects and those disclosed in the annual results,
the Group did not have material acquisition or disposal of assts and any

future plans for material investment or capital assets.

SECURITIES INVESTMENTS

As at 31st December, 2009, the carrying amount of the listed securities
and treasury products was HK$2,681.2 million. During the Year, the
portfolio was increased by a net purchase of HK$4,665.9 million and was
increased by the release of the fair value liability on the expired derivative
financial instruments of HK$3.2 million. After adding the fair value gain of
HK$257.2 million for the Year, the listed securities investments portfolios
of the Group reached HK$7,607.5 million as at 31st December, 2010
representing 13.8% of total assets, which formed part of the Group's

cash management activities.

The portfolio of HK$7,607.5 million (31st December, 2009: HK$2,681.2
million) comprised of (a) equity securities (investments held-for-trading)
of HK$2,422.1 million (31st December, 2009: HK$643.9 million); (b)
bonds (financial assets designated as at fair value through profit or loss)
of HK$5,185.4 million (31st December, 2009: HK$728.2 million); (c) no
equity securities (available-for-sale investments) (31st December, 2009:
HK$1,312.3 million); and (d) no derivative financial instrument (31st
December, 2009: liabilities HK$3.2 million).

Notes held by Listed Subsidiaries

As at 31st December, 2010, the carrying amount of the floating rate and
fixed rate notes amounted to HK$262.7 million (31st December, 2009:
HK$254.9 million) representing 0.5% of the total assets of the Group at
the year end. The increase mainly represented fair value gain during the

Year.
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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, 2010 and
31st December, 2009 were 1,907,619,079 and 1,950,000,079

respectively.

DEBT AND GEARING

As at 31st December, 2010, the Group’s bank and other borrowings
amounted to HK$18,710.5 million (31st December, 2009: HK$13,215.0
million). Cash and deposit at bank amounted to HK$10,689.3 million
(31st December, 2009: HK$5,200.7 million), pledged deposit amounted
to HK$187.1 million (31st December, 2009: HK$1,116.7 million) and net
borrowings amounted to HK$7,834.1 million (31st December, 2009:
HK$6,897.6 million).

Total debt to equity ratio was 54.7% (31st December, 2009: 29.8%
(restated)) and net debt to equity ratio was 22.9% (3 1st December, 2009:
15.6% (restated)), which are expressed as a percentage of total borrowings,
and net borrowings respectively, over the total equity of HK$34,210.9
million (31st December, 2009: HK$44,312.3 million (restated)).

The increase of total debt to equity ratio and net debt to equity ratio were
mainly due to the increase of borrowings together with a decrease in

equity as a result of fair value loss on investment properties.

As at 31st December, 2010, the Group's bank and other borrowings were
denominated in Hong Kong dollars (93.0%), United States dollars (2.3%),
Renminbi (3.4%), Euro (1.2%) and Australian dollars (0.1%). Of the
Group's bank and other borrowings of HK$18,710.5 million, 19.9%, 34.5%
and 45.6% were repayable within 1 year, 1 to 2 years and 2 to 5 years
respectively. United States dollar, Euro and Australian dollar investment
securities were hedged by United States dollar, Euro and Australian dollar
borrowings respectively. The Group's bank and other borrowings carrying
interest rates were calculated mainly with reference to HIBOR and inter-

bank rate. No hedging for interest rate as subsisted at the end of the year.
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PLEDGE OF ASSETS

As at 31st December, 2010, the Group had pledged the following assets:

(a

(b)

©

(d)

The Group's investment properties, properties and other fixed assets,
stock of properties and time deposits with their respective carrying
amount of approximately HK$23,787.4 million (31st December,
2009: HK$37,844.3 million), HK$488.4 million (31st December,
2009: HK$377.2 million (restated)), HK$2,219.8 million (31st
December, 2009: HK$1,242.8 million) and HK$163.1 million (31st
December, 2009: HK$1,116.7 million) were pledged to the Group's
bankers to secure general banking and loan facilities granted to the

Group.

The Group's investments held-for-trading and bonds with carrying
amount of approximately HK$7,219.6 million and cash deposit of
HK$23.9 million (31st December, 2009: investment held-for-trading,
available-for-sale investments and bonds HK$731.7 million) were
pledged to the Group's financial institutions to secure margin and
securities facilities granted to the Group in respect of securities
transactions and utilised by the Group as borrowings due within
one year of approximately HK$2,682.0 million (31st December,
2009: HK$1,236.5 million).

Interests in certain subsidiaries of the Company have been pledged
as part of the security to secure certain bank borrowings granted to

the Group.

The Group has subordinated and assigned its advances to associates
and advance to an investee company of approximately HK$1,806.0
million (31st December, 2009: HK$1,415.9 million) to financial
institutions to secure banking general credit facilities 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 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 (i) 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, 2010 was RMB7.8 million (equivalent to HK$9.2 million) (31st
December, 2009: RMB100.4 million (equivalent to HK$114.1 million))
and disclosed in the contingent liabilities.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in revenue and investment income. Other
than imputed interest, interest income for the Year was HK$475.5 million,
representing an increase of 158.0% from that of 31st December, 2009
(HK$184.3 million).

Finance costs included interest expenses on bank and other loans, imputed
interest expenses, exchange difference on foreign currency loans,
arrangement fee and facility and commitment fee expenses. Excluding
imputed interest, interest expenses for the Year amounted to HK$115.3
million, representing an 43.4% increase over the interest expenses of
HK$80.4 million recorded for last year. The increase in interest expenses
was mainly due to increase in bank loan during the Year. Interest capitalised
for the Year was HK$43.1 million as compared to HK$22.4 million for last
year. The average interest rate over the year under review was 1.00%
(2009: 0.83%), 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

During the year under review, the Group employed a total of 331 staff
(year ended 31st December, 2009: 320 staff) (excluding about a total of
334 staff (year ended 31st December, 2009: 316 staff) for estate
management employed under the Group's estate management company,

Perfect World Company Limited).

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 Director 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 for the Year.

The Company had adopted a share award scheme (the “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 continued 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 MACAU

Profit contribution from the Group's investment in the Mainland China
(including gross profit, fair value changes on investment properties, share
of results of associates and taxation) for the Year amounted to HK$218.2
million (year ended 31st December, 2009: HK$77.5 million). The Group's
net investment as at 31st December, 2010 amounted to HK$7,468.1
million (31st December, 2009: HK$6,355.3 million) representing
approximately 13.6% of the Group's total asset value and 21.8% of the

Group's net asset value.

Further, the Group's net investment in Macau as at 31st December, 2010
amounted to HK$1,748.2 million (31st December, 2009: HK$1,696.8
million) representing approximately 3.2% of the Group's total asset value.
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LISTED SUBSIDIARIES

At the end of the reporting period, the Group owned 61.96% interest in
Chi Cheung Investment Company, Limited and 41.93% interest in G-Prop
(Holdings) Limited.

PROPERTY VALUATION

A property valuation has been carried out by Messrs. B.I. Appraisals Limited,
an independent qualified professional valuers, in respect of the Group's
investment properties as at 31st December, 2010 and that valuation was
used in preparing 2010 year results. The Group's investment properties
were valued at HK$27,419.0 million (31st December, 2009: HK$40,708.5
million), a 23.9% decrease over 2009 after adjusted for additions and
disposals of investment properties during the Year. The decrease in fair
value of approximately HK$10,831.3 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 the
associates of HK$45.6 million (adjusted deferred tax credit of HK$11.4
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$1,814.9 million
and will be carried at fair value when its fair value first become reliably

measurable or the date of its completion of the property.
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CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the “Directors” or the “Board”) and management
of the Company (together with its subsidiaries, the “Group”) are committed
to principles of good corporate governance so as to safeguard the interests

of shareholders and enhance shareholder value.

Throughout the year ended 31st December, 2010 (the "Year"), the
Company has applied the principles of the Code on Corporate Governance
Practices (the "Code") and complied with the code provisions (the “Code
Provisions") and certain recommended best practices (the “Best Practices”)
set out in the Code contained in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the

“Listing Rules”), except for the following deviations:—

Deviations

Chairman and Chief Executive Officer

Mr. Joseph Lau, Luen-hung (“Mr. Joseph Lau") acts as both the Chairman
(the "Chairman”) and Chief Executive Officer (the “CEQ") of the Company
since December 2006. The Board considers that this structure will not
impair the balance of power and authority of the Board. It currently
comprises one Executive Director, two Non-executive Directors (the
“NED(s)") and three Independent Non-executive Directors (the “INED(s)"),
with INEDs representing 50% of the Board, which is higher than the Best
Practices. Such a high percentage of INEDs in the Board could ensure
their views carry significant weight and it reflects a strong independent
element in the composition of the Board. At present, the Board also believes
that under the leadership of Mr. Joseph Lau as the Chairman and the
CEO, the Board's decision could be made effectively and it is beneficial to
the management and development of the Group's businesses. The Board
would still consider segregation of the roles of the Chairman and the CEO

if and when appropriate.

Chairman Attending Annual General Meeting

Mr. Joseph Lau, the Chairman of the Board, was unable to attend the
annual general meeting of the Company held on 28th May, 2010 (2010
AGM") as he had to deal with business issue. Mr. Chan, Kwok-wai, an
INED as well as the chairman of Audit Committee and Remuneration
Committee, was elected as the chairman of the 2010 AGM to ensure
effective communication with shareholders of the Company at such

meeting.

TEERHR

ARR EREMBAR  [AEEDEFEE ([&E
EREFE) REREBERTRENEEE AT
Rl DALR % PR ER M a5 K% 7 PR BR 7 RSB [0 3

HE-_Z—ZF+-_A=+—BLEFE([4AF
ED2% ARARCEREERARZIMARRA
AESF EWARR([ETHRA) R+ IR EE
AERTRD (TERTRI) ZRAFETEART
Az s RNEST (TSP RIMGEX)) RE TREKERR
(IHREBR] - AT REEER - -

REE SR
FEERITEARL

2l a ([B8EEED) B B2 RF+ A
ERFHEARRER ([EF)) RITBAE (17
B 2B - EE2ER/UABE T EREE
EeNRINERZTE EZ2BATH—BH
TEE MEFATER(BEATER) =%
BUIRATES (MBUIFATES]) EK - B
FERTEFABLEFES0%  BREFHRAE
Fmm o BUFRTESHEFTSARNKRZH
AHEREEZERREAFE N IRREES
REHAHEEZEY TR - BAl - EFEIAE
RS REERTIFERITHRARZAET &

TREBMUMELRER  HAKREZEXBEER
BREOREN EFGNENEERZEEHIRE
RITRBEZ ARDL

TEHERRBFXE

HREFSEFERALBRERABRBES - HUR
BEHEEARRARAR_E—SFRA-TN\BEITZ
BEEFAG (2010 FBAFKRE]) - FFHEZ
ZEERFMNEE S IR IBIFNTEETHREH
FEREWER00BRBFASER « UEERR
2LEARRARRRRITERNED

-
E—&T"

=

SREYE kb

5



o

Corporate Governance Report

TEERAREE

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

THE BOARD

Board Composition

Under Rule 3.10(1) of the Listing Rules, the board of directors of a listed
company must include at least three independent non-executive directors.
The Best Practices recommend that at least one-third of the directors should

be independent non-executive directors.

The Company considers that it is important for the Board to maintain a
balanced composition of Executive Director, NED and INED, so that there
is a strong independent element on the Board which can effectively exercise
independent judgement on the actions of the Company. The Board
currently comprises one Executive Director, two NEDs and three INEDs,
with INEDs representing 50% of the Board, which is higher than the Best
Practices. Names of each member of the Board are set out in the table of

“Attendance Records of Board Meetings".

The Directors’ biographies and the relationship among the Board members,
if any, are set out in the “Profiles of Directors and Senior Executives” of
this annual report and available on the Company’s website. Save as
disclosed in such profiles, there is no financial, business, family or other

material/relevant relationship among the Directors.

Responsibilities of Directors

The NEDs and INEDs with diversified expertise, skills and experience play
an important role on formulating strategy and ensuring that the Board
maintains high standards of corporate governance as well as taking the
lead where potential conflict of interests arise. The Board has received
from each INED a written annual confirmation of his/her independence
and satisfied that the independence of INEDs up to the date of this report
is in accordance with Rule 3.13 of the Listing Rules.

The Company encourages its Directors to possess up-to-date knowledge
in order to discharge their duties. Information regarding the updating of
Listing Rules had been provided to the Directors as appropriate. Directors
could have recourse to seek independent professional advice in performing
their duties at the Company’s expense and are encouraged to access and
consult with the Company's senior management or the Company Secretary

independently.
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THE BOARD (contd)

Retirement by Rotation and Specific Term of Office

The Company's Bye-laws provides that no Director (save for the executive
chairman and any managing director) shall hold office for a continuous
period in excess of three years, or past the third annual general meeting,
following the Directors’ appointment or re-election, whichever is longer,
without submitting himself/herself for re-election by the shareholders at
the annual general meetings. Accordingly, Directors (save for the executive
chairman and any managing director) shall retire by rotation at least once
every three years and a specific term of office has been fixed for
appointment of Directors (save for the executive chairman and any

managing director).

However, according to the Private Act for incorporating the Company as
an exempted company under the laws of Bermuda in 1989, it is stipulated
that the executive chairman and any managing director should not be
required to retire by rotation. In order to comply with the Code Provisions,
the Chairman and CEO of the Company is willing to voluntarily retire from
his directorship at future annual general meetings of the Company at least
once every three years, and being eligible, will offer himself for re-election
at the relevant annual general meetings. Mr. Joseph Lau is willing to retire
voluntarily at the forthcoming annual general meeting and being eligible,

offer himself for re-election.

Every Director will therefore retire either by rotation under the Company's
Bye-laws or voluntarily at least once every three years and will subject
himself/herself to the absolute and free choice of the shareholders for re-

election at the relevant annual general meetings.
Board Meetings

The Board met regularly throughout the Year to discuss the overall strategy,
the operational and financial performance of the Group. Four regular Board
meetings were held on 30th March, 21st July, 30th August and 21st
December for the Year respectively. Advance notices of not less than 14
days were served upon each Director. Individual attendance of each Director
is indicated in the table of “Attendance Records of Board Meetings”. All
accompanying Board papers were sent to the Directors in a timely manner
and at least 3 days before the meetings. Adequate explanation and
information were given to the Directors by the management to facilitate
the Directors in decision-making. Each Director has to declare his/her
interest and abstain from voting on any Board resolution in which he/she
or any of his/her associates has a material interest in accordance with the

Bye-laws of the Company.
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THE BOARD (contd) EEgmw
Board Meetings (Cont'd) Exged (®)
Attendance Records of Board Meetings EZE2gEHFELHE
No. of meetings attended/held
(Percentage of attendance in total)
Name of Directors EspR HEBOTERYE BLEEXR)
Executive Director BTES
Mr. Joseph Lau, Luen-hung Gl 2/4  (50%)
(Chairman and Chief Executive Officer) (FEFRITEARE)
Non-executive Directors FHITES
Mr. Lau, Ming-wai (Vice Chairman)* BINSIE S (FIF/E)* 3/4  (75%)
Ms. Amy Lau, Yuk-wai AEELT 4/4  (100%)
Independent Non-executive Directors B HTES
Mr. Chan, Kwok-wai PR B {2 5 A= 4/4  (100%)
Ms. Phillis Loh, Lai-ping BB AL 4/4  (100%)
Mr. Ma, Tsz-chun BREEE 4/4  (100%)

* Mr. Lau, Ming-wai was appointed as Vice Chairman on 1st December,
2010.

The agenda of each Board meeting is set by the Chairman in consultation
with members of the Board such that they are given an opportunity to
include agenda items. On an on-going basis, senior management provides
the Directors with operational and financial reports of the Group's
performance, position and prospects. All Directors are kept informed of
and duly briefed of major changes and information that may affect the
Group's businesses in a timely manner. Draft and executed Board minutes
were sent in good time to all Directors for their comment and records
respectively. Minutes of the Board meetings recorded in sufficient details

were kept by the Company Secretary.

Board and Management Functions

The functions reserved to the Board are basically provided in the Bye-laws
of the Company and the Board from time to time delegates certain
functions to senior management whenever required. In short, the Board
has reserved for its decision on matters relating to the Group's strategy,
major acquisitions and disposals, major capital expenditure, annual and
interim results, Directors’ appointment and other significant financial and

operational issues.
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THE BOARD (contd)

Board and Management Functions (Cont'd)

On top of daily business operation, senior management is responsible for
the preparation of annual and interim consolidated financial statements
for the Board's approval, execution of business strategies and initiatives
adopted by the Board, implementation of adequate system of internal
control and sound risk management practices and is required to report to
the Board and obtain its prior approval on important matters at all times.
Notwithstanding the delegation, the Directors acknowledge that it is the
responsibility of the Board for preparing the financial statements, which

give a true and fair view of the financial results of the Group.
Directors’ Insurance

The Company has arranged appropriate liability insurance to indemnify its
Group's directors for their liabilities arising out of corporate activities. The

insurance coverage is reviewed on an annual basis.

BOARD COMMITTEES

The Board has established Audit Committee and Remuneration Committee
with clear written terms of reference which are of no less exacting terms
than those set out in the Code. Details of the respective committee’s
terms of reference are available at the Company’s website. All the INEDs
of the Company are members of the Audit Committee and the
Remuneration Committee which currently comprise Mr. Chan, Kwok-wai,
Ms. Phillis Loh, Lai-ping and Mr. Ma, Tsz-chun with Mr. Chan, Kwok-wai
acts as chairman of both committees. Two members of the Audit
Committee possess appropriate professional qualifications, accounting or
related financial management expertise, which is higher than the Listing

Rules’ requirement.

Audit Committee

Role and Function

The Audit Committee is responsible for reviewing the Group's corporate

governance, financial reporting, internal control and risk management. It

plays an advisory role and makes relevant recommendations to the Board.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)
Meetings

The Audit Committee held six meetings during 2010, on 2nd February,
26th March, 21st July, 27th August, 8th December and 21st December
respectively, with the presence of the Company's internal audit department
(“Internal Audit Department”) in those meetings involving the discussion
on internal audit reports prepared by Internal Audit Department. Individual
attendance of each member is indicated in the table of "Attendance Records
of Audit Committee Meetings”. All accompanying meeting papers were
sent to the members in a timely manner and at least 3 days before the
meetings. Draft and executed minutes of the meetings were sent in good
time to all members for their comment and records respectively. Minutes
of the meetings recorded in sufficient details were kept by the Company
Secretary. Sufficient resources had been given to allow the Audit Committee
to discharge its duties and the senior management was co-opted to join
the meetings of the Audit Committee to explain the financial and business

conditions of the Company to the committee members from time to time.
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Attendance Records of Audit Committee Meetings

EREEEERHFELE

No. of meetings attended/held

(Percentage of attendance in total)

Name of members REBE HE / BITEREE BHES)
Mr. Chan, Kwok-wai (Chairman) PREAE S (=) 6/6 (1009%)
Ms. Phillis Loh, Lai-ping RN L 6/6 (100%)
Mr. Ma, Tsz-chun R &L 6/6 (1009%)

Works Performed

The works performed by the members of Audit Committee in the Year are

summarized below: —

(1) reviewed the Group's final and interim results and draft consolidated
financial statements for the year ended 31st December, 2009 and
for the six months ended 30th June, 2010 respectively before
recommending them to the Board for approval, with the presence
of the Company's external auditors (the “Independent Auditors”) in

the meeting reviewing final results;

(2) reviewed the overall performance including the performance of

investment properties and development properties of the Group;
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)

Works Performed (Cont'd)

3

Q)

)

6)

)

©)

©

(10)

an

(12)

reviewed the accounting principles and practices adopted by the
Group and the requirements of the Listing Rules and statutory

compliance;

reviewed the Group's internal control, risk management, financial

reporting and auditing matters;

reviewed Independent Auditors’ audit findings as appropriate;

prepared and submitted to the Board an audit committee report
detailing the works performed by the Audit Committee during 2009,
presented its findings and made recommendations for consideration
by the Board;

reviewed the corporate governance practices and monitored the

progress of compliance of the Code;

carried out annual review on the continuing connected transactions

of the Group;

reviewed the adequacy of resources, qualifications and experience
of staff of the Company's accounting and financial reporting function,

and their training programmes and budget;

reviewed the nature and scope of the annual audit and reporting
obligations of the Independent Auditors for the Year; reviewed and
approved the terms of engagement letters; fees for audit and non-

audit services for the Year;

reviewed and discussed internal audit reports prepared by Internal

Audit Department; and

considered and approved the internal audit plan for the year 2011.

On 21st March, 2011, the Audit Committee reviewed the Group's final

results and draft audited consolidated financial statements for the Year.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)
Independent Auditors

In order to enhance independent reporting by Independent Auditors, INEDs
hold meeting(s) with the Independent Auditors without the presence of
the Executive Director. In addition, the engagement partner of the
Independent Auditors is subject to periodical rotation, and the nature and
ratio of annual fees payable to Independent Auditors for non-audit services
and for audit services are subject to scrutiny by the Audit Committee. A
policy of non-audit services from Independent Auditors was established.
The Audit Committee considers whether there is clear efficiency and value-
added benefit to the Company from that work being undertaken by the
Independent Auditors; whether there is adverse effect on the independence
of their audit work or the perception of such independence; the nature of
the non-audit services envisaged to be provided by the Independent
Auditors; and the related fee levels individually and in aggregate relative
to the audit fees. In addition, a policy restricting the employment of
employees or former employees of Independent Auditors as senior

executives or financial positions with the Group has also been in place.

During the Year, the Independent Auditors audited the consolidated
financial statements of the Group for the year ended 31st December,
2010 at a fee of HK$2,280,000. The Independent Auditors had also been
engaged in providing non-audit service in relation to the annual review of
continuing connected transactions at a fee of HK$90,000. The relevant
engagement letters had been reviewed and approved by the Audit

Committee.

Prior to the commencement of the audit of accounts of the Group, the
Audit Committee had reviewed the Independent Auditors’ independence
and objectivity as required under the Code of Ethics for Professional
Accountants issued by the Hong Kong Institute of Certified Public
Accountants, reviewed the terms of their engagement as well as the nature

and scope of the audit and reporting obligations.

The Audit Committee was satisfied with the findings of their review of the
engagement process, effectiveness, independence and objectivity of the

Independent Auditors.

A statement by the Independent Auditors about their reporting

responsibilities for the Year is set out in this annual report.

EELEZ @
EREES (&)
B BT

RERBLIZBENEELBIRE - BULIFNIT
EEHEYTESTES TRBYURBMABTE
& o AN AREAR R TN BIIZEES
BARERGwL  ERZBeTSEER IR
Al 65 4F BA I A2 B S i BUIR A P I 2 BN 1 A B
{5 - BRABIZEE AR RBIREIFZBREZ
BERORY - BREBESERE L ZBMZE
REZTFEE /AR A RPEN RS AIEE
1ER - ERHEBF TENBEL MBIV RIE
REBEFZE - R/ RE IR Z IR
AR5 2 M E A R AR E B R A5 B BEERNZE
BRZKF o dbsh - ARBTRA—ELZ IR
BYZHENEELFERELEARESRITERA
BRMBBAL2EE -

RAFER  BYUZBMECZAEERE_—T—
EET A=t HUEFEZRAUBRRZE
F3 742,280,000/ 7T © B2 AN IR X AS 4R IF 2
BRY - RARRZFHEBEWERHETFER
7 - BAR90,000/ETT - BEZBEEEEH LI
FERBZBESE -

RERALERBER  FEXEZESCREATE
SETEN AR BM 2 (G FRRT TR RS
SIZEEN 2 B MR - mE PRI
R BERMERGE - URBEEE -

ERZESNEENBUREM CBERRF - X
EBUMREHUMELD ZRAER -

BYZHBEARERAFRE 2 RERTAELZ
BRHEHNAFERA -



BOARD COMMITTEES (contd)

Remuneration Committee
Role and Function

The Remuneration Committee is responsible for reviewing and approving
the existing remuneration policy for all Directors and senior executives. It
is also responsible for reviewing and approving performance-based
remuneration by reference to corporate goals resolved by the Board from
time to time. It would consult the Chairman and CEO on the remuneration

proposals whenever it thinks fit.
Meetings

The Remuneration Committee held two meetings in 2010, on 26th March
and 21st July respectively. Individual attendance of each member is
indicated in the table of "Attendance Records of Remuneration Committee
Meetings”. During the Year, the Remuneration Committee reviewed and
approved the Executive Director's and senior executives' remuneration
packages and the terms of service agreements as appropriate, and ratified
the discretionary bonus to employees for the year ended 31st December,
2009. The Remuneration Committee also recommended to the Board to
adjust the remuneration of NEDs (namely Mr. Lau, Ming-wai and Ms. Amy
Lau, Yuk-wai) from HK$220,000 to HK$240,000 per annum.
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Attendance Records of Remuneration Committee Meetings

FHEESS SR HFLE

No. of meetings attended/held

(Percentage of attendance in total)

Name of members REEH HiE / BITEREE BHES)
Mr. Chan, Kwok-wai (Chairman) PREAIE o £ (F /%) 2/2 (100%)
Ms. Phillis Loh, Lai-ping BESEZL 2/2 (100%)
Mr. Ma, Tsz-chun R A& 2/2 (100%)

Professional advice and sufficient resources would be given to the
Remuneration Committee whenever it considers necessary in order to
discharge its duties. Draft and executed minutes of the meetings were
sent in good time to all members for their comment and records
respectively. Minutes of meetings recorded in sufficient details were kept

by the Company Secretary.
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BOARD COMMITTEES (contd)

Remuneration Committee (Cont'd)
Remuneration Policy for Executive Director

The primary goal of the remuneration policy on executive director’s
remuneration package is to enable the Company to retain and motivate
Executive Director by linking his compensation with performance as
measured against corporate objectives. In determining guidelines for each
compensation element, the Company refers to remuneration surveys
conducted by independent external consultants on companies operating

in similar businesses.

As set out in the service agreement of the Executive Director approved by
the Remuneration Committee, the Executive Director's emolument is
HK$18,000,000 per annum. The Remuneration Committee will review
the remuneration package of Executive Director regularly pursuant to its

terms of reference and the Code.
Remuneration Policy for NEDs and INEDs

The Directors' fees of NEDs and INEDs are subject to annual assessment
with reference to his/her duties and responsibilities and the prevailing
market condition. Each NED and INED is entitled to a director's fee of
HK$240,000 per annum (represent an increment of HK$20,000 from
last year) as determined and approved by the Board. Reimbursement is
allowed for out-of-pocket expenses incurred in connection with

performance of their duties.
Nomination Committee

No Nomination Committee is established. At present, the Board is
responsible for the appointment of Directors, evaluation of the Board's
composition and the management of the Board's succession with reference
to certain guidelines. These guidelines include appropriate professional
knowledge and industry experience, personal ethics, integrity and personal
skills as well as time commitments of the Board members. It carries out
the process of selecting and recommending candidates for directorship
including the consideration of referrals and engagement of recruitment
firms, whenever necessary. The Board also reviews and recommends the
re-appointment of retiring Directors for shareholders’ approval at the annual
general meetings. The Board shall exercise its power under Bye-law 94 of
the Company’s Bye-laws to appoint additional Director(s) whenever the

business of the Company requires.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms without deviation from the required
standard set out in the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code") contained in Appendix 10 to the
Listing Rules. All Directors, after specific enquiries by the Company,
confirmed that they had complied with the required standard set out in

the Model Code and the said code of conduct during the Year.

The Company has also adopted a code of conduct regarding securities
transactions by relevant employees on terms no less exacting than the
required standard set out in the Model Code. All the relevant employees
(“Relevant Employees”) who, because of office or employment, are likely
to be in possession of unpublished price-sensitive information in relation
to the Group's securities had been requested to follow such code when
dealing in the securities of the Company. All Relevant Employees, after
specific enquiries by the Company, confirmed that they had complied

with the required standard set out in the said code during the Year.

INTERNAL CONTROL

The Board is responsible for maintaining an adequate system of internal
control in the Company and reviewing its effectiveness through the Audit
Committee. The senior management is responsible for implementation of
such system of internal control. Internal Audit Department is responsible
for reviewing relevant financial, operational and compliance controls and
risk management functions and reporting their findings and advice to the

Audit Committee.

Annual Review

Based on the annual assessment made by the Independent Auditors and
the works done by Internal Audit Department, the Audit Committee and
the Board are satisfied with the effectiveness of the system of internal

control of the Group and concluded that:—

(1) the Company had complied with the Code Provisions in respect of

internal control during the Year;

(2) aframework of prudent and effective controls had been established

to identify, evaluate and manage the risks;

(3) internal control and accounting systems of the Group were efficient

and adequate;
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INTERNAL CONTROL (contd)

Annual Review (Cont'd)

(4) significant risks that may influence the Group had been identified,
evaluated and managed through the ongoing monitoring process;

and

(5) material transactions were executed with the management’s

authorisation.
Internal Audit

Internal Audit Department reports directly to the Audit Committee and is

independent of the Company’'s management, with key tasks to:—

(1) assess and monitor internal controls of the Group with unrestricted
direct access right to any levels of management whenever it

considered necessary;

(2) conduct comprehensive internal audits of the practices and
procedures, income and expenditures, and internal control of all

business units of the Group on a regular basis; and

(3) carry out special reviews and investigations on areas of concern

identified by the management for corrective actions.

Internal Audit Department produces an annual internal audit plan based on a
risk assessment methodology for the Audit Committee’s approval. Internal
audits are carried out on a regular basis according to the approved plan.
Internal audit reports summarising audit findings and recommendations are
prepared from time to time for the Audit Committee’s review and discussion.
Management is responsible for ensuring that control weaknesses highlighted
in internal audits are rectified within a reasonable period. Internal Audit

Department would monitor the proper implementation of corrective measures.

During the Year, Internal Audit Department had conducted five internal
audits, relevant reports had been submitted to the Audit Committee for
consideration. The Audit Committee was satisfied with the works done by

the Internal Audit Department.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company acknowledges that general meetings are good
communication channel with shareholders that the Directors and the
chairman of the Board committees are encouraged to attend and answer
questions from shareholders at general meetings. Majority of the Directors,
the chairman of the Audit Committee and the Remuneration Committee
as well as the Independent Auditors had attended and were available to
answer questions at the 2010 AGM. Certain members of the independent
board committee were also available at the special general meeting held

on 7th July, 2010 to address the shareholders’ queries.

At the commencement of each general meeting, the chairman of the
meeting had explained the procedures for conducting a poll to the
shareholders and the shareholders were allowed to raise any question
concerning the poll procedures. At each of the meetings, separate
resolutions were proposed by the chairman of the meeting and put forward
to the shareholders for poll voting. Details of poll results are available at

the Company's website (www.chineseestates.com).

As a channel to promote effective communication, the Company maintains
a corporate website (www.chineseestates.com) to disseminate the Group's
information. Investor Relations Department is responsible for answering

enquiries raised by the investors of the Company and the general public.

A corporate communications manual has been in place, which provides
guidance for coordinating the disclosure of material information to investors,
analysts and media, identifies who could speak on the Company’s behalf,
and outlines the responsibility for communication with various stakeholder

groups.

CONCLUSION

The Company believes that corporate governance principles and practices
are essential to the business communities. Ongoing effort will be put to
review its corporate governance practices from time to time so as to
accommodate the changing circumstances. The Company will strive to
maintain and strengthen the standard and quality of its corporate

governance.
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The directors of the Company (the “Directors” or the “Board") present to
the shareholders their report together with the audited consolidated
financial statements of the Company and its subsidiaries (the “"Group”)
for the year ended 31st December, 2010 (the “Year").

PRINCIPAL ACTIVITIES

During the Year, the Company acted as an investment holding company
and its subsidiaries were principally engaged in property investment and
development, brokerage, securities investment, money lending and

cosmetics distribution and trading.

OPERATING SEGMENTS INFORMATION

The Group's revenue and contribution to loss for the Year from operations
analysed by principal activities are set out in Notes 7 and 8 to the

consolidated financial statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s principal subsidiaries and associates as at
31st December, 2010 are set out in Notes 55 and 56 to the consolidated

financial statements respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated

statement of comprehensive income on page 71.

No interim dividend was declared for the Year (2009: HK2 cents per
share). The Board had declared a special dividend of HK40 cents per
share (2009: HK63 cents). The Board resolved to recommend the payment
of a final dividend of HK1 cent per share (2009: HK1 cent) for the Year.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last

five years is set out on pages 201 and 202.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group as at 31st December,
2010 are set out on pages 203 to 216.
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PROPERTIES AND OTHER FIXED ASSETS

Movements in properties and other fixed assets during the Year are set

out in Note 22 to the consolidated financial statements.

INVESTMENT PROPERTIES

During the Year, the Group acquired certain leasehold properties in Hong
Kong for a total consideration of approximately HK$101,426,000 (2009:
HK$3,085,000). Investment properties with an aggregate net book value
of approximately HK$3,278,930,000 (2009: HK$390,224,000) were
disposed of during the Year.

Details of the above and other movements in investment properties during

the Year are set out in Note 21 to the consolidated financial statements.

SHARE CAPITAL

Movements in the share capital of the Company during the Year are set

out in Note 46 to the consolidated financial statements.

RESERVES

Movements in the reserves of the Group during the Year are set out on
pages 76 and 77.

As at 31st December, 2010, the Company's reserves available for
distribution, calculated in accordance with the Companies Act 1981 of
Bermuda (as amended), amounted to approximately HK$2,708,426,000
(2009: HK$29,117,000).

GROUP BORROWINGS AND INTEREST
CAPITALISED

Details of bank loans and other loans repayable within one year or on
demand are shown in the consolidated statement of financial position.
Details of long-term secured bank loans and other loans are shown in

Note 42 to the consolidated financial statements.

Interest capitalised during the Year by the Group amounted to
HK$43,129,000 (2009: HK$22,408,000).
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PRE-EMPTIVE RIGHTS

No pre-emptive rights exist under the laws of Bermuda, being the

jurisdiction in which the Company is incorporated.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the Year, the Company purchased a total of 42,381,000 ordinary
shares of HK$0.10 each on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) at an aggregate consideration of HK$535,027,880.

All of the purchased shares were cancelled.

Total number of

Month of the ordinary shares Highest price paid
the purchases purchased per share
ETEERZAHG FriEEEERAR eENERESE
HK$
BT
May 2010 25,355,500 12.86
—ZE-ZFHA
June 2010 14,153,500 13.72
—E-ZFRA
July 2010 2,872,000 14.08
—E-ZF4AAR
42,381,000

The Directors considered that the aforesaid shares were purchased at a
discount to the net asset value per share and resulted in an increase in

the net asset value per share then in issue.

Save as disclosed herein, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed securities

during the Year.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
HK$438,000 (2009: HK$385,000).
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MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group amounted to less than 30% of

the total turnover to the Group during the Year.

The aggregate purchases attributable to the Group's largest supplier and
five largest suppliers accounted for approximately 25% and 72% of the

Group's total purchases for the Year respectively.

At no time during the Year did a Director, an associate of a Director or a
shareholder of the Company (which to the knowledge of the Directors
own more than 5% of the Company’s share capital) have an interest in

any of the Group's five largest suppliers.

DIRECTORS

The Directors during the Year and up to the date of this report were:—

Executive Director:

Mr. Joseph Lau, Luen-hung (Chairman and Chief Executive Officer)

Non-executive Directors:
Mr. Lau, Ming-wai (Vice Chairman)
Ms. Amy Lau, Yuk-wai

Independent Non-executive Directors:
Mr. Chan, Kwok-wai

Ms. Phillis Loh, Lai-ping

Mr. Ma, Tsz-chun

Ms. Phillis Loh, Lai-ping and Mr. Ma, Tsz-chun will retire from office by
rotation at the forthcoming annual general meeting pursuant to Bye-law
111 of the Bye-laws of the Company and Mr. Joseph Lau, Luen-hung will
retire from office voluntarily at such annual general meeting, all being
eligible and offer themselves for re-election. The relevant details of Mr.
Joseph Lau, Luen-hung's voluntary retirement are stipulated in page 39 of

Corporate Governance Report.

SERVICE CONTRACTS OF DIRECTORS

None of the Directors has a service contract with the Company or any of
its subsidiaries which is not determinable by the employer within one
year without payment of compensation (other than statutory

compensation).
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DIRECTORS' AND CHIEF EXECUTIVES'
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS

As at 31st December, 2010, the interests and short positions of the
Directors and chief executives of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the "SFQ")) as recorded in the register kept by the Company pursuant to
section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Appendix 10 of Model Code for Securities
Transactions by Directors of Listed Issuers contained in the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) were

as follows:—

1 The Company

EZRERTHRABRART]
&*EHHF&.Z_& i

/

R-F-—ZFFE+-_A=1t—"RH EFEESTHK
BRARRHEEAREER (EXRESFR
HIE D] ([ 5 R BB RAI)) EXVERFTHE RO AR
EE) 2By - MR RMESFTHA ZER R
KRB BARBRIBEE SN AE G E352154
Tr2 B M AE SRR X MES EmRA ([ £
MRAD M+ AEZ( EMETAESETE
HFRZHRETAD MG AR E RBEZFNT

AT
Percentage of
Number of Issued Share
Name of Directors Shares Held Note Capacity Capital
BEEnR FRERGHE it 2E B EBRTREIEIHL
Joseph Lau, Luen-hung 230,984,820 @) Founder and beneficiary of trust
(“Mr. Joseph Lau") BrEBlT ARE@mA
212 ([RIZ LA
1,198,658,948 2) Founder and beneficiary of trust

1,429,643,768

Lau, Ming-wai
("Mr. MW Lau") 230,984,820 )
FSE(BISREE]D

1,198,658,948 )

1,429,643,768

Notes:

(1)  These shares were indirectly owned by a discretionary trust of which
Mr. Joseph Lau was the founder. Mr. Joseph Lau, Mr. MW Lau and
certain other family members of Mr. Joseph Lau were eligible
beneficiaries of that trust.

(2)  These shares were held by a unit trust of which Mr. Joseph Lau was
one of the unit holders. The rest of the units in the unit trust were
held by a discretionary trust of which Mr. Joseph Lau was the founder.
Mr. MW Lau and certain other family members of Mr. Joseph Lau
were eligible beneficiaries of the discretionary trust.

EBIARTEA

74.94%
Beneficiary of trust
EREEmEA
Beneficiary of trust
EREXEA
74.94%

() ZEROB-ENEETHERS - 218 EE
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B EEZETRMOREK B AZERZE
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DIRECTORS' AND CHIEF EXECUTIVES'
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS

(Cont'd)

Il Associated Corporations of the Company
ARFZEBEE

1. Chi Cheung Investment Company, Limited (“Chi Cheung")
EHBEFAERRAA(ZER]

Name of Director

EEpE

Mr. Joseph Lau
BIEERE

Number of
Shares Held Note
FrERMER Fff =

209,931,186 )

2. G-Prop (Holdings) Limited (“G-Prop”)
TECEERAT([RE])

Name of Director

Number of

Shares Held Note

EEsR RO EE Fit 2
Mr. Joseph Lau 1,018,380,590 2)
BIEEIE S A
493,678,883 3
1,512,059,473
Notes:
(1) Mr. Joseph Lau, by virtue of his 74.949% interests in the issued

©)

3

share capital of the Company as disclosed in paragraph | above,
was deemed to be interested in 209,931,186 shares of Chi
Cheung held by Billion Up Limited, an indirect wholly-owned
subsidiary of the Company.

Mr. Joseph Lau, by virtue of his 74.94% interests in the issued
share capital of the Company as disclosed in paragraph | above,
was deemed to be interested in 1,018,380,590 shares of G-
Prop held by Mass Rise Limited, an indirect wholly-owned
subsidiary of the Company.

Such interests were held by a company of which Mr. Joseph
Lau was the sole ultimate beneficial owner.

%%&%%ﬁﬁA%%K@ﬁ
NAREEAE 2 B S5 ERR )

Percentage

of Issued

Capacity Share Capital
54 EBERITREABIHL

Founder of trust, 61.96%

beneficiary of trust and interest

in controlled corporation
ERRIZA C BEREEHA
RRZ SRR 2 s

Percentage

of Issued

Capacity Share Capital
54 EBERTREABEISL

Founder of trust,

beneficiary of trust and interest

in controlled corporation
BEFEEISZA - BERERRmA
YNNI Pl X

Interest in controlled corporation

MEEH ARz =

62.26%
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DIRECTORS" AND CHIEF EXECUTIVES'
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS
(Cont'd)

All the interests stated above represent long positions. The percentage
shown was the number of shares the relevant Directors were interested
in expressed as a percentage of the number of issued shares as at 31st
December, 2010.

Save as disclosed above, none of the other Directors and chief executives
of the Company had or were deemed under the SFO to have any interests
or short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as at 31st December, 2010.

During the Year, none of the Directors and chief executives of the Company
nor their spouses or children under 18 years of age were granted or had
exercised any right to subscribe for any securities of the Company or any

of its associated corporations.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SECURITIES OF THE COMPANY

As at 31st December, 2010, so far as are known to any Directors or chief
executives of the Company, the following parties (other than Directors or
chief executives of the Company) were recorded in the register kept by
the Company under section 336 of the SFO, or as otherwise notified to
the Company, as being directly or indirectly interested or deemed to be

interested in 5% or more of the issued share capital of the Company:—

Name of Number of
Substantial Shareholders Shares Held Notes
FTERRER FrERGEE Fff &
GZ Trust Corporation 1,429,643,768 m, 2
Global King (PTC) Ltd. 1,198,658,948 @)
Joseph Lau Luen Hung 230,984,820 2)

Investments Limited

EEZENEEITBRABREKAFT
MR EAE 2 B S5 Em @m)

Biipr ARG RER - MBTRNBEDLAAR
RIEHEERN T TF+_A=T—HM%EE
ZEMBBECETROBBEZADLL

BEXPEEREIN R-E-—TF+_A=*1—
B EFRRSTHRABMEREIREES R
HE G0 HAR REE AR RS E A REEE O
EREH LB EPIEXVE TR EBEE) 2
Betn - MR KNESF 2 TAERIRE -

REFER  EELBRBTHAENRES 2 E
BB T TR T AT
R AR AR AE S RS
7o

TERRNARAZELFER

BEENZSTRAEMAE R-ZE—ZF+
“RA=t—H ARFAREBEESFLBERGIE
3BeIRARF 2 ERMAEBERZTHEARR
A BERIREREERREAER AR ET
PRAS0HIA LiEE 2 AL (BFEHERTHRAE
BN - -

Percentage

of Issued

Capacity Share Capital

54 EBERTREABISHL

Trustee, beneficiary of 74.94%
a trust and interest in
controlled corporation
BEFEA s —HERZZERZA
RNREG AR 2 #a

Trustee 62.83%
EFEA

Beneficial owner 12.10%

BalEBA



SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SECURITIES OF THE COMPANY (Contd)

Notes:

(1) GZ Trust Corporation as trustee of a discretionary trust held units in a unit
trust of which Global King (PTC) Ltd. was the trustee and therefore was
regarded as interested in the same parcel of shares held by Global King
(PTC) Ltd. These shares were the same parcel of 1,198,658,948 shares of
the Company referred to in both “Founder and beneficiary of trust” and
“Beneficiary of trust” of Mr. Joseph Lau and Mr. MW Lau respectively under
“Directors’ and Chief Executives’ Interests in the Securities of the Company
and Associated Corporations” as disclosed in paragraph | above.

(2)  GZTrust Corporation as trustee of another discretionary trust held the entire
issued share capital of Joseph Lau Luen Hung Investments Limited and
therefore was regarded as interested in the same parcel of shares held by
Joseph Lau Luen Hung Investments Limited. These shares were the same
parcel of 230,984,820 shares of the Company referred to in both “Founder
and beneficiary of trust” and “Beneficiary of trust” of Mr. Joseph Lau and Mr.
MW Lau respectively under “Directors’ and Chief Executives’ Interests in the
Securities of the Company and Associated Corporations” as disclosed in
paragraph | above.

All the interests stated above represent long positions. As at 3 1st December,
2010, no short positions were recorded in the register kept by the Company
under section 336 of the SFO.

DIRECTORS' INTERESTS IN COMPETING
BUSINESSES

During the Year, the following Directors declared their interests in the
following companies with businesses which competed or were likely to
compete, either directly or indirectly, with the businesses of the Group:—

N

FERBENERQRZ BH5REZS @

B -

(1) GZ Trust Corporation (fEA—EEIBE7E 2155
A) #8 —IBLAGlobal King (PTC) Lid. B{EFEAZ
BRIEES 2 B SR A% A Global King
(PTC) Lid. AT B 2 A —HEAR (D 2 425 » E A (p
AEXBEBRFBEBEESRERTHRABRAERD
R R AR A @ 2 B AR E N R E RS
BEREESBZIERAIARZHZAIRIET
S AP ATIE 2 R —1t1,198,658,948 % KA 7]
B&1n -

(2)  GZ Trust Corporation {E &5 —IEMIEEL2E
£ A) #5 6 Joseph Lau Luen Hung Investments
Limited 2 2 #0 2 BT + B AR 4 % A Joseph
Lau Luen Hung Investments LimitedFT45 45 2 [
—HROD 2R o PRGN A EXFEIRAHE
[BEERERITHRABRARR RABEEZE
FHEEIATSETERZBELEREZIE
A ARZBAIRMEERRHAIPPIEZR
—1£230,984,820 A R F A

B ESEYRER R _E—FTF+_A=
T— A RERARBRES LS EOIFE3364%
wEFZECMAAEMEELMMAR -

EENBFEEB 2 ER

RAGER - U TEERERTHEAEE LY
B SRR R TEERET EB A
Aleh A -

Nature of Businesses

Considered to Compete
or Likely to Compete with
the Businesses of the Group

Nature of Interest
of the Directors
in the Companies

Name of Directors Name of Companies WRRERNEEMEBBEBRF EERZEAQT
EEgA YNCIR=E RAEBHRTEZEBEE ZERME
Mr. Joseph Lau Chi Cheung* and its subsidiaries Property investment Having certain deemed
BIEEIE S A B RERBEAR and development interests in Chi Cheung
MERE MR and is a director of
certain subsidiaries of
Chi Cheung
WA RERET
ETEGMRERZ
ETHEBRARIZES
G-Prop* and its subsidiaries Property investment Having certain direct
TEFRHEME AR MERE and deemed interests
in G-Prop
EERREAREETCE
E TR
Mr. MW Lau Chi Cheung* and its subsidiaries Property investment Having certain deemed
RIS % & EHFREWE AR and development interests in Chi Cheung
MERENER BEREAENETER
G-Prop* and its subsidiaries Property investment Having certain deemed
SE*RAWBE QT MERE interests in G-Prop
WEREECES THER

* listed subsidiary of the Company
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (cont'd)

The above-mentioned businesses were managed by separate publicly listed
companies with independent management. The respective board
composition of such listed companies are different and separate. In this
respect, coupled with the diligence of its Independent Non-executive
Directors (whose views carry significant weight in the Board's decisions)
and the independent audit committee, the Group was capable of carrying
on its businesses independently of, and at arm’s length from, the

businesses of the above companies.

For better delineation of property investment business, the Company would
give Chi Cheung the priority over the future property investment project
with the value of less than or equal to 50% of the net asset value of Chi
Cheung with reference to the latest published accounts and subject to the

financial resources of Chi Cheung from time to time.

Other than the businesses of the Company's listed subsidiaries mentioned
above, Mr. Joseph Lau and Mr. MW Lau had personal interests in private
companies engaged in businesses consisting of property development
and investment in Hong Kong as well as securities investment. Mr. Joseph
Lau also had personal interests in private companies engaged in money
lending business. As such, they were regarded as being interested in such
businesses, which competed or might compete with the Group. However,
when compared with the dominance and size of operations of the Group,

such competing businesses were immaterial.

In addition, Mr. Joseph Lau had through certain private companies wholly-
owned by him (of which both Mr. Joseph Lau and Mr. MW Lau were also
directors of such companies) acquired the retail shops of York Place,
Excelsior Plaza (include Laforet) and Southorn Centre (also known as
Wanchai Computer Centre) (the “Private Properties”) from the Group in
July and August 2010. The Group, in accordance with the term of the
respective sale and purchase agreements of the said acquisitions, provided
three-year after-sale free leasing agency and management services in
respect of the Private Properties, commencing from the respective
completion dates of the said acquisitions. There was potential leasing
competition for existing and prospective tenancies between the Private
Properties and investment properties held by the Group. In order to manage
such potential leasing competition, Mr. Joseph Lau had provided certain
undertakings and the Company had agreed with the Stock Exchange to
implement certain measures for monitoring the compliance of such
undertakings. Details of such undertakings and monitoring measures were
set out in the circular of the Company dated 18th June, 2010. The
Independent Non-executive Directors of the Company had carried out an
annual review on the compliance of the said undertakings and monitoring
measures and confirmed that such undertakings and monitoring measures
were duly complied with and considered adequate monitoring measures

were in place to avoid the potential leasing competition.

EENHEHFEER 2ERS @
A FEBTIRB Y FTHA T FHAR
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (Cont'd)

The Directors are aware of their fiduciary duties and will act honestly and
in good faith in the interests of the Company and will avoid any potential
conflicts of interest and duty. The Company comprises three Independent
Non-executive Directors and all of them are audit committee members of
the Company, so that the interest of its shareholders can be adequately

represented.

Other than as disclosed above, none of the Directors were interested in
any businesses apart from the Company’s businesses, which competed
or was likely to compete, either directly or indirectly, with the Company’s

businesses.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

There were no arrangements to which the Company or any of the
Company's subsidiaries was a party to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the

Company or any other body corporates during the Year.

DIRECTORS" AND CONTROLLING
SHAREHOLDERS' INTERESTS IN CONTRACTS

Save as disclosed below and apart from the agreements disclosed under
the heading “Connected Transactions” below, there were no other contracts
of significance in relation to the Company's businesses, to which the
Company or any of the Company's subsidiaries was a party, subsisting at
the end of the Year or at any time during the Year, and in which a Director
had, whether directly or indirectly, a material interest, nor there were any
other contracts of significance in relation to the Company’s businesses
between the Company or any of the Company's subsidiaries and a

controlling shareholder or any of its subsidiaries.

On 4th November, 2008, Chi Cheung as lender, Longman Limited (being
an indirect wholly-owned subsidiary of the Company) as borrower and
the Company as guarantor entered into a loan agreement in relation to a
three-year revolving facility of up to HK$900 million. As at 31st December,
2010, a total sum of HK$900 million had been drawn by Longman Limited.
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CONNECTED TRANSACTIONS

Connected Transactions

On 17th May, 2010, Gold Horse Limited and Fair City Limited (being indirect
wholly-owned subsidiaries of the Company) had entered into six sets of
conditional sale and purchase agreements, in relation to, inter alia, (i) the
disposal of two shops of York Place and the Company’s wholly-owned
subsidiaries that held retail shops of Excelsior Plaza (include Laforet) and
Southorn Centre (also known as Wanchai Computer Centre) (the
“Properties”) to the companies wholly-owned by Mr. Joseph Lau (the
“Purchaser(s)"); and (ii) the subsequent provision of three-year after-sale
free leasing agency and management services in respect of the Properties,
at an aggregate consideration of approximately HK$2,598.1 million (the

“Disposal Transactions”).

Pursuant to the Listing Rules, the Disposal Transactions constituted
connected transactions for the Company since Mr. Joseph Lau, being a
director and the sole beneficial owner of the respective Purchasers as at
the date of the relevant agreements, was a connected person to the
Company. The Disposal Transactions were therefore subject to the reporting,
announcement and independent shareholders' approval requirements
pursuant to Chapter 14A of the Listing Rules. An announcement in respect

of the Disposal Transactions was made on 18th May, 2010.

The Disposal Transactions were approved by the independent shareholders
of the Company at the special general meeting held on 7th July, 2010
and were completed in July and August 2010 respectively. Details of the
Disposal Transactions were set out in the circular of the Company dated
18th June, 2010.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions

M

On 4th November, 2008, the Company'’s indirect wholly-owned
subsidiary - Fancy Mark Limited as borrower entered into a loan
agreement with G-Prop as lender regarding a three-year revolving
facility of up to HK$200 million, with the Company acting as guarantor
for repayment of the loan (the “Loan Transaction”). The Loan
Transaction constituted a continuing connected transaction of the
Company since G-Prop was a connected person to the Company
pursuant to the Listing Rules but exempted from reporting,
announcement and independent shareholders’ approval

requirements under Rule 14A.65(4) of the Listing Rules.

As at 31st December, 2010, a total sum of HK$200 million had
been drawn by Fancy Mark Limited at the interest rate of HIBOR
plus 1% per annum. The loan was repayable on demand upon

receiving not less than one month'’s prior notice from G-Prop.

Having reviewed the Loan Transaction, the Independent Non-
executive Directors of the Company, pursuant to Rule 14A.37 of
the Listing Rules on the requirement to carry out an annual review
on the continuing connected transaction, confirmed that the Loan
Transaction was made in the ordinary and usual course of business
of the Company, on normal commercial terms and in accordance
with the relevant loan agreement governing it on terms that were
fair and reasonable and in the interests of the shareholders of the

Company as a whole.

The auditors of the Company, pursuant to Rule 14A.38 of the Listing
Rules, confirmed in their letter made in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
other than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 "Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA Guidelines”) that the Loan Transaction had
received the approval of the Board and had been entered into in

accordance with the relevant loan agreement.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

@

On 18th December, 2009, Chinese Estates, Limited ("CEL"), a direct
wholly-owned subsidiary of the Company, entered into a contract
with Mr. Joseph Lau in respect of the provision of certain
management and maintenance services to the properties and related
assets owned by Mr. Joseph Lau and/or his associates and related
parties commencing on 1st January, 2010 and until 31st December,
2012 (the "Contract”). The annual caps of the service charges
payable by Mr. Joseph Lau to CEL under the Contract for each of
the three financial years - 31st December, 2010, 31st December,
2011 and 31st December, 2012, were set at HK$10 million (the
“Caps") as disclosed in the Company’s announcement dated 18th
December, 2009.

Mr. Joseph Lau, being the Chairman and an Executive Director, the
Chief Executive Officer and a substantial shareholder of the Company
was a connected person of the Company and hence the Contract
and the transactions contemplated thereunder constituted continuing
connected transactions for the Company under Chapter 14A of the
Listing Rules. The applicable percentage ratios of the Caps pursuant
to Chapter 14A of the Listing Rules exceeded 0.1% but were
expected to be less than 2.5%, hence the Contract and the Caps
were only subject to reporting, announcement and annual review
requirements but exempted from the independent shareholders’
approval requirement pursuant to the then Rule 14A.34 of the Listing

Rules.

Having reviewed the subject continuing connected transactions, the
Independent Non-executive Directors of the Company, pursuant to
Rule 14A.37 of the Listing Rules on the requirement to carry out an
annual review on the continuing connected transactions, confirmed
that the transactions were made in the ordinary and usual course of
business of the Company (other than those in relation to household
management and maintenance services), on normal commercial
terms and in accordance with the Contract governing them on terms
that were fair and reasonable and in the interests of the shareholders

of the Company as a whole.

The auditors of the Company, pursuant to Rule 14A.38 of the Listing
Rules, confirmed in their letter made in accordance with HKICPA
Guidelines that the subject continuing connected transactions had
received the approval of the Board, were in accordance with the
pricing policies of the Company, had been entered into in accordance
with the Contract and had not exceeded the cap disclosed in the

said announcement made on 18th December, 2009.
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CONNECTED TRANSACTIONS (contd) FER 5 @

Continuing Connected Transactions (Cont'd) BEREXS ()

(3) Subsequent to the completion of the Disposal Transactions as  (3) Al [EEX SRR ZEHER S
mentioned in “Connected Transactions” above, Perfect World TKE - BEVEEEBERAR (KRRAZ
Company Limited, the Company's indirect wholly-owned subsidiary, MEZAEANBAR) ERBZEHER

had in accordance with the term of the respective sale and purchase
agreements of the Disposal Transactions, entered into the following

agreements for a term of three years:—

(i)  property management agreement dated 27th July, 2010 with
Sunny Ocean Limited regarding the provision of property
management services to Excelsior Plaza (“1st Property

Management Agreement”);

(i)  property management agreement dated 20th August, 2010
with Viewide Properties Limited regarding the provision of
property management services to Laforet (“2nd Property

Management Agreement”); and

(i) property management agreement dated 20th August, 2010
with Baharica Limited regarding the provision of property
management services to Southorn Centre (“3rd Property

Management Agreement"”)

(collectively the “Property Management Agreements”).

The cap for the period commencing from the respective date of
Property Management Agreements to 3 1st December, 2010 for each
of the 1st Property Management Agreement, 2nd Property
Management Agreement and 3rd Property Management Agreement
was approximately HK$432,877, HK$4,405,479 and HK$2,936,986
respectively, after pro-rata adjustment as required under the
announcement dated 18th May, 2010 (“Adjusted Caps").

Sunny Ocean Limited, Viewide Properties Limited and Baharica
Limited were associates of Mr. Joseph Lau upon completion of the
Disposal Transactions, therefore the entering into of the Property
Management Agreements constituted continuing connected
transactions for the Company under Chapter 14A of the Listing Rules.
As the applicable percentage ratios for the aggregate of the expected
annual caps of the subject continuing connected transactions as
required under Rule 14A.25 of the Listing Rules are less than 5%,
the subject continuing connected transactions were only subject to
the reporting, announcement and annual review requirements but
exempted from the independent shareholders’ approval

requirements under Rule 14A.34 of the Listing Rules.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

3

(Cont'd)

Having reviewed the subject continuing connected transactions, the
Independent Non-executive Directors of the Company, pursuant to
Rule 14A.37 of the Listing Rules on the requirement to carry out an
annual review on the continuing connected transactions, confirmed
that the transactions were made in the ordinary and usual course of
business of the Company, on normal commercial terms and in
accordance with the Property Management Agreements governing
them on terms that were fair and reasonable and in the interests of

the shareholders of the Company as a whole.

The auditors of the Company, pursuant to Rule 14A.38 of the Listing
Rules, confirmed in their letter made in accordance with HKICPA
Guidelines that the subject continuing connected transactions had
received the approval of the Board, were in accordance with the
pricing policies of the Company, had been entered into in accordance
with the Property Management Agreements and had not exceeded
the Adjusted Caps.

Potential Leasing Competition

As mentioned in "Directors’ Interests in Competing Businesses”
section of this report, subsequent to the completion of the Disposal
Transactions, there was potential leasing competition for existing
and prospective tenancies between the Private Properties, being
properties owned by Mr. Joseph Lau, and the investment properties
held by the Group.

In the course of carrying out an annual review on the subject
continuing connected transactions, the Independent Non-executive
Directors of the Company had also carried out an annual review on
the compliance of the undertakings in respect of the said potential
leasing competition provided by Mr. Joseph Lau and the
corresponding monitoring measures implemented by the Company,
and confirmed that such undertakings and monitoring measures
were duly complied with and considered adequate monitoring

measures were in place to avoid the potential leasing competition.

Save as aforesaid, there were no other discloseable non-exempted

connected transaction or non-exempted continuing connected transaction

under the Listing Rules during the Year.
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CONNECTED TRANSACTIONS (contd)

Continuing Connected Transactions (Cont'd)

Save as aforesaid, none of the “Material Related Party Transactions” as
disclosed in Note 54 to the consolidated financial statements for the year
ended 31st December, 2010 constituted discloseable non-exempted
connected transaction or non-exempted continuing connected transaction

under the Listing Rules.

To the extent of the above “Material Related Party Transactions” constituted
connected transactions as defined in the Listing Rules, the Company had
complied with the relevant requirements under Chapter 14A of the Listing

Rules during the Year.

RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:—

(1) the provident fund scheme as defined in the Occupational
Retirement Schemes Ordinance, Chapter 426 of the laws of Hong
Kong, (the "ORSO Scheme"); and

(2) the provident fund scheme as defined in the Mandatory Provident
Fund Schemes Ordinance, Chapter 485 of the laws of Hong Kong
(the "MPF Scheme").

Both the ORSO Scheme and the MPF Scheme are defined contribution
schemes and the assets of both schemes are managing by their respective

trustees accordingly.

The ORSO Scheme is available to the Group's full-time permanent staff
employed in Hong Kong before 1st December, 2000. Contributions to
the ORSO Scheme are made by the Group at 5%, 7.5% or 10% based on
the staff's basic salary depending on the length of service. Staff members
are entitled to 100% of the Group's contributions together with accrued
returns after completing 10 years of service or more, or attaining the
retirement age, or are entitled at a reduced scale between 30% to 90%
of the Group's contributions after completing a period of service of at
least 3 years but less than 10 years. The ORSO Scheme allowed any
forfeited contributions (made by the Group for any staff members who
subsequently left the ORSO Scheme prior to vesting fully in such
contributions) to be used by the Group to offset the current level of

contributions of the Group.
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RETIREMENT BENEFIT SCHEMES (contd)

The MPF Scheme is available to all employees aged 18 to 64 and with at
least 60 days of service under the employment of the Group in Hong
Kong. Contributions are made by the Group at 5% based on the staff's
relevant income. The maximum relevant income for contribution purpose
is HK$20,000 per month. Staff members are entitled to 100% of the
Group's contributions together with accrued returns irrespective of their
length of service with the Group, but the benefits are required by law to

be preserved until the retirement age of 65.

In order to provide similar benefits to those who joined the MPF Scheme
and the ORSO Scheme, the Group provided an additional portion (the
“Top-up Portion") for those who joined the MPF Scheme. The purpose of
the Top-up Portion is to match up the benefits of the MPF Scheme with
that of the ORSO Scheme by providing those staff under the MPF Scheme
with basic salary over HK$20,000 and/or years of service over 5.
Contributions to the Top-up Portion are made by the Group at 5%, 7.5%
or 10% of the staff's basic salary less the Group’s mandatory contribution

under the MPF as mentioned above.

The Group's total cost for the schemes charged to consolidated statement
of comprehensive income for the year ended 31st December, 2010
amounted to approximately HK$6,846,000 (2009: HK$5,622,000). In
addition, an amount of forfeited employer's contributions for the schemes
amounted to approximately HK$397,000 (2009: HK$320,000) was utilised
towards reducing the Group's contributions during the Year and the balance
available to reduce future contributions amounted to approximately
HK$42,000 (2009: Nil).

SHARE AWARD SCHEME

A share award scheme (the “Share Award Scheme") was adopted by the
shareholders of the Company at the special general meeting held on 14th
January, 2009 (the "Adoption Date”). The Share Award Scheme is a long-
term incentive arrangement for the selected employees. The purpose of
the Share Award Scheme is to recognise and reward certain employees of
the Group for their contributions to the Group and to give long-term
incentives for retaining them for the continued operations and development
of the Group. It also intends to attract suitable professional recruits to join

the Group and to assist in the further development of the Group.
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SHARE AWARD SCHEME (contd)

The Board may from time to time, at its absolute discretion and subject to
such terms and conditions as it may think fit (including the basis of eligibility
of each employee determined by the Board from time to time), after
having taken into account recommendations made by members of the
Group and assessment of individual performance pursuant to internal
appraisal system, select an employee for participation in the Share Award
Scheme as a Selected Employee (“Selected Employee”) and determine
the number of shares which may be awarded to such Selected Employee
pursuant to the terms of the Share Award Scheme (“Awarded Share(s)").
A Selected Employee shall qualify to be allotted and issued the Awarded
Shares after all the qualifying conditions have been fulfilled, unless

otherwise determined by the Board at its discretion.

The issue price for each Awarded Share shall, subject to the terms of the
Share Award Scheme, be an amount equal to its nominal value and shall
be paid or satisfied in cash by the relevant member of the Group engaging
the Selected Employee or, if payment by the relevant member of the
Group engaging the Selected Employee is not permitted under applicable
law, any member of the Group, upon the allotment and issue of the
Awarded Shares.

The total number of shares which may be issued in response to the Share
Award Scheme and any other incentive or option schemes of the Company
(if any) shall not in aggregate exceed 207,775,007, being 10% of the total
number of shares in issue on the Adoption Date and represents
approximately 10.89% of the total number of shares in issue at the date

of this report. No granting of Awarded Shares was made for the Year.

The maximum number of Awarded Shares to be granted to each Selected
Employee under the Share Award Scheme in any 12-month period shall
not exceed in aggregate 1% of the shares in issue as at the date of such

grant.

Subject to any early termination pursuant to the terms of the Share Award
Scheme, the Share Award Scheme shall be valid and effective for a period
of 10 years commencing from the Adoption Date (i.e. until 13th January,
2019). As at the date of this report, the remaining life of the Share Award

Scheme is less than 8 years.

Details of the Share Award Scheme were set out in the circular of the
Company dated 23rd December, 2008.
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PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company had maintained the
prescribed amount of public float during the Year and up to the date of

this report as required under the Listing Rules.

AUDITORS

The consolidated financial statements for the Year were audited by Messrs.
HLB Hodgson Impey Cheng (“HLB") who would retire at the conclusion
of the forthcoming annual general meeting, and being eligible, offer
themselves for re-appointment. A resolution will be proposed to the
shareholders at the forthcoming annual general meeting to re-appoint

HLB as the auditors of the Company.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 23rd March, 2011
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Independent Auditors’ Report
BYXHAMBES

}IIJBIE B w6 FH

Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
CHINESE ESTATES HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Chinese Estates
Holdings Limited (the “Company”) and its subsidiaries (collectively referred
to as the "Group”) set out on pages 71 to 200, which comprise the
consolidated statement of financial position as at 31st December, 2010,
and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of

significant accounting policies and other explanatory information.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

are free from material misstatement, whether due to fraud or error.

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as
a body, in accordance with Section 90 of the Bermuda Companies Act,
and for no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether

the consolidated financial statements are free from material misstatement.
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AUDITORS" RESPONSIBILITY (contd)

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

financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31st December, 2010 and of
the Group's loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants

Certified Public Accountants

Hong Kong, 23rd March, 2011
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Consolidated Statement of Comprehensive Income

REEHEBRERR

For the year ended 3 1st December, 2010

Revenue

Cost of sales

Gross profit
Other income
Investment income, net
Administrative expenses
Other expenses
Gain on disposals of properties and
other fixed assets
Loss on disposals of investment properties
Fair value changes on investment properties
Finance costs
Other gains and losses, net

Share of results of associates

(Loss) profit before tax

Income tax expense

(Loss) profit for the year

Other comprehensive income

Fair value changes on available-for-sale
investments

Reclassification relating to disposal of
available-for-sale investments

Exchange differences on translation of
foreign operations

Share of other comprehensive income of

associates

Other comprehensive income for the year
(net of tax)

Total comprehensive (expenses) income

for the year
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Notes

=
m

21
14
15

2010 2009
HK$’000 HK$'000
FET FHET
(Restated)
(&%)
2,671,012 2,151,319
(1,320,032) (1,220,382)
1,350,980 930,937
124,856 54,555
877,891 761,155
(229,800) (204,870)
(15,776) (6,994)
40 377
(4) (610)
(10,831,293) 8,564,301
(68,486) (105,485)
19,867 84,387
56,580 144,806
(8,715,145) 10,222,559
(120,602) (175,093)
(8,835,747) 10,047,466
24,981 43925
(108,421) =
181,202 7,075
78,272 27,458
176,034 78,458
(8,659,713) 10,125,924
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For the year ended 3 1st December, 2010 BE_Z—ZSF+_A=+—HLFE
2010 2009
Notes HK$'000 HK$'000
B FEx FAET
(Restated)
(E51))
(Loss) profit for the year attributable to: FE{5 7S5 E (E18) &4 :
Owners of the Company ZIN/NEIEZZ SN (8,858,245) 10,023,423
Non-controlling interests FEFERR R 22,498 24,043
(8,835,747) 10,047,466
Total comprehensive (expenses) BEAFE2E (ZH)
income for the year attributable to: WHEEE
Owners of the Company ZA/NCIEZ DN (8,685,583) 10,084,710
Non-controlling interests JEIE AR M 2 25,870 41214
(8,659,713) 10,125,924
(Loss) earnings per share (HK$) B (1) 27 (Bx) 20
Basic and diluted ER R EE (4.60) 5.02

The accompanying notes form an integral part of these consolidated 4R A MRS M 4R & M Bk R A —E5D ©

financial statements.



Consolidated Statement of Financial Position

B IR R B R

Non-current assets

Investment properties

Properties and other fixed assets

Properties under development

Property interests held for future
development

Intangible assets

Goodwill

Interests in associates

Advances to associates

Interests in jointly controlled entities

Available-for-sale investments

Financial assets designated as at fair
value through profit or loss

Advances to investee companies

Loans receivable — due after one year

Deferred tax assets

Advances to non-controlling shareholders

Pledged deposits

Current assets

Stock of properties

Available-for-sale investments

Investments held-for-trading

Financial assets designated as at fair
value through profit or loss

Loans receivable — due within one year

Inventories for cosmetic products

Debtors, deposits and prepayments

Securities trading receivables and deposits

Tax recoverable

Pledged deposits

Time deposits, bank balances and cash

Sales proceeds held by stakeholders

Asset classified as held for sale
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Notes

k3

21
22
23

25
26
27
28
29
30
31

37
32(a)
33
45
32(b)
34(a)

35
31
36

37
33
38
39
34(b)

34(a)
34(c)

31st December, 31st December, 1st January,
2010 2009 2009
—E-2F —EENE —ZEThEF
+=R=+-H +ZA=+—H —A—H
HK$000 HK$'000 HK$'000
TERT FHT FHET
(Restated) (Restated)

(EZ31) (£%1))

27,419,024 40,708,482 30,302,580
521,589 418,226 1,641,692

- - 86,496

4,290 7,150 10,010
6,941 6,941 8,310
1,044,056 1,024,885 854,090
1,563,687 1,931,121 1,784,457
334,079 1,787,348 468,127
3,101,417 - -
344,879 328,478 332,501
78 240 60,129

33,083 8,648 3,361
138,971 14,580 14,580
163,031 27,840 99,599
34,675,125 46,263,939 35,665,932
4,339,662 4,563,177 4,945,495
100,704 - -
2,422,066 643,954 -
2,084,012 728,238 =
41 59,889 117

2,960 2,993 3,426
485,872 371,742 223,439
106,865 399,313 69,118
2,277 659 414
24,035 1,088,845 378,483
10,689,322 5,200,666 10,418,877
43,419 35,950 63,272
20,301,235 13,095,426 16,102,641
80,000 = =
20,381,235 13,095,426 16,102,641
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Consolidated Statement of Financial Position
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Current liabilities

Derivative financial instruments

Creditors and accruals

Securities trading and margin payable

Deposits and receipts in advance
Tax liabilities

Borrowings — due within one year
Provisions

Financial guarantee liabilities

Net current assets

Total assets less current liabilities

Equity attributable to owners of

the Company
Share capital
Share premium
Properties revaluation reserve
Securities investments reserve
Statutory reserve
Other reserve
Special reserve
Capital redemption reserve
Translation reserve
Retained profits
— Proposed final dividend
— Others

Non-controlling interests

Total equity

i h=R
TESRIA

FE S BRIE R FERTHE
JE 1353
e RIB S WEFIE
HIEEE
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BAESBE

R HRERRE S

31st December, 31st December, 1st January,

2010 2009 2009

—E-2F —ZETNEF —ZETNF
+=—A=+-B +=—A=+—H —HA—H
Notes HK$'000 HK$'000 HK$'000
B &E FTHER FHET FHET
(Restated) (Restated)

E27)) (&7)

40 = 3,238 24,432
4] 719,241 503,723 323,026
73,197 65,162 62,702

566,738 657,412 391,298

137,741 84,271 118,360

42 3,727,552 3,714,963 3,163,925
43 16,054 16,054 16,054
290 76 =

5,240,813 5,044,899 4,099,797

15,140,422 8,050,527 12,002,844
49,815,547 54,314,466 47,668,776

46 190,762 195,000 207775
- 9,325 1,463,018

- 704 704

102,715 189,529 162,775

9,314 6,626 4,367

(7,340) (7,681) (7,945)

2,499,685 2,499,685 2,499,685

138,062 133,824 121,049

639,930 380,795 346,526

19,076 19,500 2,006,305

29,915,662 40,084,354 31,350,387
33,507,866 43,511,661 38,154,646

702,985 800,653 653,245

34,210,851 44312,314 38,807,891




Non-current liabilities
Financial guarantee liabilities
Borrowings - due after one year
Amounts due to associates
Amounts due to non-controlling
shareholders

Deferred tax liabilities

Approved and authorised for issue by the Board of Directors on

FRBEME
MBERAR
68— —F&REH
RE MBS D BT
REFEBBIR
IR
BREREAR

23rd March, 2011 and signed on its behalf by:

Joseph Lau, Luen-hung

Director

The accompanying notes form an integral part of these

financial statements.
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31st December, 31st December, 1st January,

2010 2009 2009

—E-2F —EENEF —ZETNEF
+=—A=+-HB +t=ZA=+—H —A—H
Notes HK$'000 HK$'000 HK$'000
B &E THERT FHET FHET
(Restated) (Restated)

E27)) (&7)

- 290 618

42 14,982,958 9,500,018 8,505,258
44 76,950 11,859 9,271
44 141,325 80,098 77,565
45 403,463 409,887 268,173
15,604,696 10,002,152 8,860,885
49,815,547 54,314,466 47,668,776

BEEEEER T ——F=A=-F+=BHERK

BB YHTIEERREFSEE -

Lau, Ming-wai

Director
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Consolidated Statement of Changes in Equity
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For the year ended 3 1st December, 2010 BE_Z—ZSF+_A=+—HLFE
Attributable to owners of the Company
ARREEACEERARS
Properties  Securities Capital Non-
Share Share revaluation investments Statutory Other  Special redemption Translation ~Retained controlling Total
capital premium  reserve  reserve  reserve  reserve  reserve  feserve  reserve profits Total interests equity
nE #% % R RARR

R RGEE EffRf RERE EERE EREE KRG RORE EXRE REEA a5 | $:] 4]
HK$000  HK$'000  HK$000  HKE000  HK$'000  HKS000  HK$000  HKFO00 — HKS000  HKS'000  HKS000  HK$'000  HK$'000
TEr TRz TR TEr  TEr  TEx  TExr  FTEx  TExr  TEx  TEr  TERT TR
(Note2) ~ (Note3)  (Note 1)
(M2 (Wa3) (W)

At st January, 2009 (originally stated)

RZEENE-A-B(R%LE5) 207775 1,463,018 704 162,775 4367 (7945) 2,499,685 121,049 346526 29,852,639 34650593 652,056 35302649
Effect of change in accounting policy
EHRREDIVE - - - - - - - - - 3504053 3,504,053 1,189 3,505,242

At Tst January, 2009 (restated)
RZEENE-A-A(E]) 207775 1,463,018 704 162775 4367 (7945) 2499685 121,049 346526 33356692 38154646 653,245 38807891

Profit for the year (restated)
RER R (E5) - - - - - - - - - 10,023,423 10023423 24043 10,047466
Other comprehensive income for the year
REEEMEANE - - - 26754 - 264 - - 34269 - 61287 17171 78458

Total comprehensive income for the year
(restated)
rEERERERE (E5) = - - 26754 - 264 - - 34269 10023423 10084710 41214 10,125924

PRC statutory reserve
PEEERRE - - - - 2,259 - - - - (229 - - -
Deemed contribution from

non-controlling interests

RIEFERER TS - - - - - - - - - - - (197) (197)
Deemed partially disposal of a subsidiary

RfEHE-RIBAR B ER - - - - - - - - - - - 108967 108,967
Cancellation on repurchase of own shares

BEA SRS (12,775) (1,453,693) - - - - - 12755 = - (1,453,693) - (1,453,693)
Dividend paid to non-controlling

shareholders

BREERRERE - - - - - - - - - - - (25718 (2576)
Final dividend paid

BRRERE - - - - - - - - - (2,006,305) (2,006,305) - (2,006,305)
Interim dividend paid

BRPERE - - - - - - - - - (39197)  (39,197) - (39,197
Special dividend paid

BIRRIRE - - - - - - - - - (1,228,500) (1,228,500) - (1,228,500)

At 31st December, 2009 (restated)
RZZZAET=A=+-A (&) 195,000 9,325 704 189,529 6626  (7681) 2499685 133824 380795 40,103,854 43511661 800,653 44312314




For the year ended 3 1st December, 2010

HE—

Attributable to owners of the Company

—ZF+A=+—RHILFE

ARAEAAZEERA RS
Properties  Securities Capital Non-
Share Share revaluation investments  Statutory Other  Special redemption Translation Retained controlling Total
capital premium  reserve  reserve  reserve  reserve  reserve  rfeserve  reserve  profits Total interests  equity
nx 25 X 2R RARR
R RBEE EffRfE RERE EERE EREE SIRE RORRE EXRE REEA a5 [ $:1 3]
HK$000  HK$'000  HKS000  HKE000 ~ HKS'000  HKS000  HK$000  HKFOOO  HKS'000  HKS'000  HKS000  HK$'000  HK$'000
TExr TEr TExr  TEx  TEr  TEx  TEx  TEx  TEx  TEr  TEx  TEx TEn
(Note2) ~ (Note3)  (Note 1)
() (Was) (&)
At st January, 2010 (originally stated)
RZE-2£-A-A(R%E5) 195,000 9,325 704 189529 6,626  (7681) 2499685 133824 380795 35225105 38632912 798,966 39431878
Effect of change in accounting policy
eHRREY TS - - - - - - - - - 4878749 4878749 1687 4,880,436
st January, 2010 (restated)
i\\*? 2E-A—H (7)) 195,000 9325 704 189529 6626  (7681) 2499685 133824 380795 40,103,854 43511661 800,653 44312314
Loss for the year
rEEER - - - - - - - - - (8858,245) (8858245) 22498 (8:83574)
Other comprehensive (expenses) income
for the year
REEZERZE (TH) B - - - (86814) - 34] - - 259,135 - 172662 3372 176034
Total comprehensive (expenses) income
for the year
REERME () kEeE - - - (86814) - 341 - - 259135 (8858245) (8685583) 25870 (8659713)
PRC statutory reserve
TEAHE - - - - 2688 - - - - (2689) - - -
Deemed contribution from
non-controlling interests
BIEERRERTE - - - - - - - - - - - (3300 (3301
Reclassification relating to disposal of
investment property
BREERENXENIR - - (704) - - - - - - 704 - - -
Cancellation on repurchase of own shares
BRIA SRk (4238) (9325 - - - - - 4238 - (526339) (535,664) - (535,664)
Dividend paid to non-controlling
shareholders
BREERRER S - - - - - - - - - - - (120237) (120237)
Final dividend paid
BRRERE - - - - - - - - - (195000  (19,500) - (19500)
Special dividend paid
BIERIRE - - - - - - - - - (763,048) (763,048) - (763,048)
At 31st December, 2010
R-F-FF+-F=1-H 190,762 - - 102,715 9,314 (7,340) 2,499,685 138,062 639,930 29,934,738 33,507,866 702,985 34,210,851
Notes: 5
(1)  The movement of other reserve for the year represented the release of (1) AGE 2z Hhi#BE S A EB N —MHZ
the negative reserve held by an associate of the Group upon the disposals ARREEBEBYESBEMEE 2 8 ERH
of the relevant properties. 1 o
(2) Asat 31st December, 2009, the carrying amount of the cumulative gain ~ (2) ZETNFTA=1T—H  REFRER
on fair value changes of listed equity securities investments in securities B ETRAZERRE AT EES 2 Retlis
investments reserve was approximately HK$41,441,000. An addition in BREE 4 541,441,000 7 - RAEE - 2
fair value on the listed equity securities investments of approximately R ETRAZHFREATFEZMOA
HK$66,980,000 was recognised for the year and a cumulative gain of 66,980,000/%7E mE5H4zE5#7108,421,000
approximately HK$108,421,000 was transferred to the consolidated BTEANEMEEEGE 2EKEHRE - B
statement of comprehensive income upon disposals. The carrying E_T—TFT-A=1+—H LR KRR
amount of the cumulative gains as at 31st December, 2010 is HK$ nil. (EV=23:
(3) The statutory reserve of the Group refers to the PRC statutory reserve  (3) ANEBAAERERTEATCHERES - A%

fund. Appropriations to such reserve fund are made out of profit after
tax as recorded in the statutory financial statements of the PRC
subsidiaries. The amount should not be less than 10% of the profit
after tax as recorded in the statutory financial statements unless the
aggregate amount exceeds 50% of the registered capital of the PRC
subsidiaries. The statutory reserve can be used to make up prior year
losses, if any, and can be applied in conversion into the PRC subsidiaries’
capital by means of capitalisation issue.

The accompanying notes form an integral part of these consolidated

financial statements.
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Consolidated Statement of Cash Flows

mEREREBR
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For the year ended 3 1st December, 2010

Operating activities
(Loss) profit before tax
Adjustments for:
Depreciation of properties and other
fixed assets
Amortisation of intangible assets
Exchange loss (gain)
Income from financial guarantee
to an associate
Interest expenses
Imputed interest expenses
Interest income
Imputed interest income
Dividend income from listed and
unlisted investments
Impairment loss recognised (reversed)
in respect of trade receivables
Unrealised loss (gain) arising on change
in fair value of investments
held-for-trading
Unrealised loss arising on change in fair
value of derivative financial instruments
Realised gain arising on change in fair
value of derivative financial instruments
Realised gain arising on change
in fair value of credit-linked notes
Unrealised (gain) loss arising
on change in fair value of bonds
Impairment loss (reversed) recognised in
respect of advance to an associate
Impairment loss recognised in respect of
interest in an associate
Transfer from equity on disposals of listed
available-for-sale investments
Loss on disposals of investment properties
Gain on disposals of properties and
other fixed assets
Gain on bargain purchase of a subsidiary
Fair value loss on step acquisition of
a subsidiary
Share of results of associates
Fair value changes on investment
properties
Gain on disposals of subsidiaries
Gain on deemed disposal of a subsidiary

BE-T-TFEI-A=+—ALFE

e
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MEREBEEEENE
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BE 5 B 18 (Mas)
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A REETRE
Pz B A
HIEWE 5 RIERER (BE)
ZRIEEE
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Notes
Ffd 5

BEELS 2 REHREE (W)
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BEEL KRBT ER
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BBEL 2 DERWR
EEHBRRZAFE
BYHELZEER YR
BHFECAVFEEHELL
REH (Wam) BR
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HERR 2 R (B B 1R
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ESWM—EHBAR
ATERE
BEBEATEE
BEmEY ATERD
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2010
HK$'000
FiB

(8,715,145)

20,049
2,860
6,437

(76)
115,315
465
(470,171)
(14,599)
(116,681)

323

59,130

(3,238)

(249,343)

(653)

(106,685)
4

(40)
(13,000)

7,253
(56,580)

10,831,293
(13,477)

2009
HK$'000
FHET
(Restated)
(&%)

10,222,559

22,927
2,860
(1,681)
(252)
80,399
465
(177,489)
(15,650)
(300,013)

(316)

(18,173)
3,238

(24,432)

(48,087)
16,771
488

3,300

610

(377)

(144,806)

(8,564,301)
(53,051)

(35,134)




For the year ended 3 1st December, 2010

Operating cash flows before movements

in working capital
Decrease in stock of properties
Decrease in loans receivable

Decrease in inventories for cosmetic products
Decrease (increase) in debtors,

deposits and prepayments

Increase in investments held-for-trading
Increase in financial assets designated as
at fair value through profit or loss

Increase in credit-linked notes

Decrease (increase) in securities trading

receivable and deposits

(Increase) decrease in sales proceeds

held by stakeholders

Increase in creditors and accruals
Increase in securities trading and

margin payable

(Decrease) increase in deposits and

receipts in advance

Cash (used in) generated from
operating activities
Net Hong Kong Profits Tax paid

Net cash (used in) generated from

operating activities

Investing activities

Dividend received from listed and

unlisted investments

Dividend received from associates

Interest received

Purchases of investment properties

LEESEEA
ZREREME
WERFERD
& W B SO 4
{eikmF ER A
FEYBRIE ~ BE RIAFFRIA
A (35 )
FEEE 2 AR

18 E BB BB AR R
R EZEREEE
S EEREIE N

e 7E 75 2 5 BRI Ko

T H0R A (3 hn)
REAFMFIHE

P15 30 3R (35 00) B
FE A R I8 % & 51 SR IR AN
FER7E R 5 BRIA K

RiES BN

R RIS B
(R #0

(AR REEERB 2
Re

BN EBHERFE
CISEIFLE S 2
ReHE

BRAEH

LRI LTREA
ZERBE

BB A2 B KRE
B &

B A E IR

Purchase of properties and other fixed assets & B ¥ % kK H L EE & &=

Payments for stock of properties
Proceeds on disposals of investment

properties

Proceeds on disposals of properties and

other fixed assets

Proceeds on disposals of available-for-sale

investments

Purchases of available-for-sale investments
Net cash outflow on acquisition

of subsidiaries

Net cash inflow on disposals of subsidiaries

Advances to associates
Repayment from an associate

Repayment from an investee company
Advance to an investee company
Decrease (increase) in pledged deposits

Net cash generated from (used in)

investing activities

XNMEFEFRA
HEREMEMRERA

HEMEREAM
B 7 & E AT 1S 3R IR
HEREREMFHRIA

BEGERE
WEHB QR
REmAFR
HE B R A
ZBRERANFE
BN WNCIE/OE]

Bt & X B X
EXRERBER
BNEXRE QB FE
3R 084 (B 1)

RE (AR REXK 2
REFHE

Notes
B 5

47(a)

48

BE-T-TF+-A=+—ALFE

2010 2009
HK$'000 HK$'000
FHET FHET
(Restated)
(&%)
1,283,441 969,855
1,127,068 1,089,109
60,010 117
33 433
51,674 (166,045)
(1,837,242) (625,781)
(4,207,848) (745,009)
s (302,564)
292,448 (330,195)
(7.469) 27,322
217,025 100,899
8,035 2,460
(33,952) 266,114
(3,046,777) 286,715
(76,903) (73,000)
(3,123,680) 213,715
116,681 296,713
122,740 3,300
289,909 173,838
(908,863) (933,777)
(9,072) (7,703)
(834,658) (622,156)
1,926 9,115
71 491
1,465,148 =
(87,607) (1,270,856)
(15,162) —
2,465,102 751,059
(729,773) (131,538)
1,143,794 =
- 4,023
(16,401) -
900,015 (638,603)
3,903,850 (2,366,094)
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For the year ended 3 1st December, 2010

Financing activities

Dividends paid

Dividend paid to non-controlling
shareholders

Interest paid

New bank loans and other loans raised

Repayments of bank loans and other loans

Repurchase of own shares

Net proceeds from share placing of

a subsidiary

Capital contribution by non-controlling

shareholders

Net cash generated from (used in)

financing activities

Net increase (decrease) in cash and

cash equivalents

Cash and cash equivalents at

1st January

Effect of foreign exchange rate changes

Cash and cash equivalents at

31st December

Analysis of the balances of cash and

cash equivalents

Time deposits, bank balances and cash

The accompanying notes form an integral part of these consolidated

financial statements.

HE

Notes
Ffd 5

BMEXK
EFEE
B FFERBIR Z R

ERFE
FIERITERREME?

B R & B A

—MEM B R R AR
FT{S SRIRF 2R

IR ETE

RE AR MEXK 2
REFHE

RERRESEEER
# i (R 4)

R—A—BZzHER
BeEEEE

EREH o HE

R+=HA=+—H
ZASRBAEEEEE

RERRESEEER
EHER  RITEHRRES

—EZEFF+_A=+—HLFE

2010 2009
HK$'000 HK$'000
FHET FHET
(Restated)

(&%)
(782,548) (3,274,002)
(120,237) (2,576)
(109,073) (80,399)
16,213,114 5,268,623
(9,939,585) (3,671,625)
(535,664) (1,453,693)

= 145,470
(69,031) (270)
4,656,976 (3,068,472)
5,437,146 (5,220,851)
5,200,666 10,418,877
51,510 2,640
10,689,322 5,200,666
10,689,322 5,200,666
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Notes to the Consolidated Financial Statements
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For the year ended 3 1st December, 2010

1.

GENERAL INFORMATION

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

disclosed in the “Corporate Information” section of the annual report.

The consolidated financial statements are presented in Hong Kong
dollars ("HK$"), which is the same as the functional currency of the
Company and its subsidiaries (the “Group”) and all values are
rounded to the nearest thousand (HK$'000) except otherwise

indicated.

The Company's principal activity is investment holding and the
principal activities of its principal subsidiaries, associates and jointly

controlled entities are set out in Notes 55 and 56 and 30 respectively.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The accounting policies adopted in the consolidated financial
statements for the year ended 31st December, 2010 are consistent
with those followed in the preparation of the Group’s financial
statements for the year ended 31st December, 2009 except as

described below.
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For the year ended 3 1st December, 2010

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (contd)

In the current year, the Group has applied, for the first time, the
following new or revised standards, amendments and interpretations
(the “new HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA"), which are effective for the
Group's financial year beginning on 1st January, 2010. The new
HKFRSs adopted by the Group in the consolidated financial
statements are set out below:
HKFRSs (Amendments) Improvements to HKFRS 1

and HKFRS 5 as a part of

Improvements to HKFRSs issued

in 2008

HKFRSs (Amendments) Annual Improvements to HKFRSs

issued in 2009
HKFRS 2 (Amendment) Group Cash-settled Share-based
Payment Transactions
HKFRS 3 (Revised) Business Combinations
HKAS 27 (Revised) Consolidated and Separate
Financial Statements
HKAS 39 (Amendment) Eligible Hedged Items

HK(IFRIC) - Int 17 Distributions of Non-cash Assets to

Owners
HK Interpretation 5 Presentation of Financial
Statements - Classification by the
Borrower of a Term Loan that
Contains a Repayment on

Demand Clause
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For the year ended 3 1st December, 2010

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (contd)

The following new standards and amendments and interpretations
to standards are effective for the accounting period beginning on

Tst January, 2010 and are relevant to the Group's operations:

HKFRS 3 (Revised) introduces significant changes in the accounting
for business combinations occurring after the beginning on or after
Tst January, 2010. For subsidiaries acquired through step acquisition,
the requirement to measure at fair value every asset and liability at
each step for the purposes of calculating a portion of goodwill has
been removed. Instead, goodwill is measured as the difference at
the acquisition date between the fair value of any investments in
the business held before the acquisition, the consideration
transferred and the net assets acquired. Non-controlling interests
are measured either at their proportionate interest in the net
identifiable assets or at fair value. Acquisition-related costs are
generally recognised as expenses (rather than included in goodwill).
Contingent consideration must be recognised and measured at fair
value at the acquisition date. Subsequent changes in fair value of
contingent consideration are recognised in accordance with other
HKFRSs, usually in the consolidated statement of comprehensive

income (rather than by adjusting goodwill).

HKAS 27 (Revised) requires the effects of all transactions with non-
controlling interests to be recorded in equity if there is no change in
control and these transactions will no longer result in goodwill or
gains and losses. The standard also specifies the accounting when
control is lost. Any remaining interest in the entity is re-measured to
fair value, and a gain or loss is recognised in the consolidated
statement of comprehensive income. HKAS 27 (Revised) has had
no impact on the current period, as none of the non-controlling
interests have a deficit balance; there have been no transactions
whereby an interest in an entity is retained after the loss of control
of that entity, and there have been no transaction with non-controlling

interests.
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For the year ended 3 1st December, 2010

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (contd)

The Annual Improvements to HKFRSs issued in 2009 contain
amendments to HKAS 17, “Leases”, which has resulted in a change
in accounting policy for the classification of leasehold land of the
Group. Previously, the Group's interests in leasehold land were
accounted for as prepaid operating leases which were amortised
and recognised in the consolidated statement of comprehensive
income over the unexpired lease terms using the straight-line
method. As substantially all risks and rewards of the leasehold land
are considered having been transferred to the Group based on HKAS
17 (Amendment), the Group's interests in leasehold land are now
accounted for as assets held under finance leases and are stated at
cost less accumulated depreciation. The amendment has been
applied retrospectively to unexpired leases since 1st January, 2010
on the basis of information existing at the inception of the leases.
The amendment does not apply to the leasehold land disposed of
by the Group in prior years.

HK Interpretation 5 is a clarification of an existing standard, HKAS 1,
“Presentation of Financial Statements”. This interpretation clarifies
that term loans that include a clause that gives the lender the
unconditional right to call the loans at any time (“repayment on
demand clause”) should be classified by the borrower as current
liabilities and requires retrospective application. The application of
HK Interpretation 5 had 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.

In addition, the Group has early adopted HKAS 12 (Amendment)
which is effective for annual periods beginning on or after 1st January,
2012.

The amendment to HKAS 12, introduce a presumption that an
investment property measured at fair value is recovered entirely through
sale. This presumption is rebutted if the investment property is
depreciable and is held within a business model whose objective is to
consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale. Prior to the
amendment, deferred taxation on investment properties at fair value is
measured to reflect the tax consequences of recovering the carrying
amounts of investment properties through use. Therefore, based on
the amendment, the Group's investment properties in Hong Kong do
not have to provide deferred tax on fair value changes arising from
revaluation of investment properties or arising from a business
combination, unless the presumption is rebutted. This change in policy
has been applied retrospectively by restating the opening balances at
1st January, 2009, with consequential adjustments to comparatives
for the year ended 31st December, 2009.
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For the year ended 3 1st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (contd)

2.

Effects of the changes in the accounting policies on the consolidated

statement of comprehensive income:

Share of results of associates
Income tax (expense) credit
Profit for the year

Profit for the year attributable to:
Owners of the Company
Non-controlling interests

Earnings per share (HK$)
Basic and diluted

Effects of the changes in the accounting policies on the consolidated

statement of financial position:

Properties and other fived assets #1% REMEEEE

Prepaid lease payments BRREHE
Interests in associates BeNFES
Deferred tax assets BRKEEE
Deferred tax liabilities BRKEAE
Non-controlling interests FERER
Retained profits RE T

BE-T-TF+-A=+—ALFE
2. REFTEI REIEFTE R

753 25k B

[ VAN

||

[ e SN

) (@)

| (BB

Year ended 31st December, 2009
BE-_ZZNFT-A=+T—HLEFE

Originally
stated HKAS 12 Restated
BEBET
R &S H ZRIZE1255 g
HK$'000 HK$'000 HK$'000
T T T
B(nHE N A XA 122,630 22,176 144,806
Frfg®i (R) &= (1,528,111) 1,353,018 (175,093)
NS R 8,672,272 1,375,194 10,047,466
EIEARFE R EF
ANAREE A 8,648,727 1,374,696 10,023,423
FE 12 e 2 23,545 498 24,043
8,672,272 1,375,194 10,047,466
BRAN (ET)
AR R EE 4.34 0.68 5.02
EHBRREIREAEMBMRABREK Z
o
At 31st December, 2009 At 1st January, 2009
R-EBAE+-A=1-H R-ZEEAE-F-H
Originally Originally
stated HKAS 12 HKAS 17 Restated stated HKAS 12 HKAS 17 Restated
-l EEg: - -
RESIE  REZENE  RUF11E B3l REGIE  REENE  RUE11% B3l
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT THT FHL FAT THT FHL FAT
90,045 - 328,181 418,226 104,739 - 1,536,953 1,641,692
328,181 - (328,181) - 1,536,953 - (1,536,953) -
1,018,346 6,539 - 1,024,885 869,727 (15,637) - 854,090
70,905 (62,257) - 8,648 96,690 (93,329) - 3,361
(5346,041) 4,936,154 - (409,887)  (3,882,381) 3,614,208 - (268,173)
(798,966) (1,687) - (800,653)  (652,056) (1,189) - (653,245)
(35,225,105)  (4,878,749) - (40,103,854) (29,852,639)  (3,504,053) - (33,356,692)
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For the year ended 3 1st December, 2010 BE_Z—ZSF+_A=+—HLFE

2. APPLICATION OF NEW AND REVISED 2. BRANFRE] MRIEET BB
HONG KONG FINANCIAL REPORTING BRE 2R (BB R
STANDARDS (“"HKFRSs") (contd) L) @

B Lt 2 Hh - BRANHT BB B 5 i R
BEHASFHEBTE SR QLS
BRBBARZEREEINTTEEREKX
FE BUAKBEFELAMEIET
SEHR 2 AR o

Save as described above, the application of the new HKFRSs had
no material effect on how the results and financial position for the
current or prior accounting periods have been prepared and

presented. Accordingly, no other prior period adjustment has been

REVBMRME

required.

The Group has not early adopted the following new HKFRSs that RNEEWARRFEHRA T2 R/MEDARE

Notes to the Consolidated Financial Statements

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

have been issued but are not yet effective.

BN EBMERE

| -

HKFRSs (Amendments) Improvements to HKFRSs issued BBV E %R 201051810 2 B
in 20108 (EFTA) MsmEE 2
HUHES
HKFRS 7 (Amendment) Disclosure - Transfer of Financial BB S 2R BE-—CREEZ
Assets* FT75% (BFTA) R
HKFRS 9 Financial Instruments® BB IR EER SR TAS
EI5R
HKAS 24 (Revised) Related Party Disclosures? BB EL BAE A TR
FE245% (KAERT)
HKAS 32 (Amendment) Classification of Rights Issues! BAEFEL ekl
FE325% (IBFTA)
HK(IFRIC) - Int 14 Prepayments of a Minimum B (BB 15 FENHEESFR
(Amendment) Funding Requirement? WmEREBLZEE)
— ZEE14%
(1BFTZAN)
HK(IFRIC) - Int 19 Extinguishing Financial B8 (BBRMBHRE URATEEH
Liabilities with Equity ZEZEEg) TRIBE?
Instruments? — REE 195

g Effective for annual periods beginning on or after 1st February,

! MR- F - —HoZ BRI F

2010 [ B A2 K

2 Effective for annual periods beginning on or after 1st July, 2010 2 RZZ—ZFtA—BRZERABRZF
[E B A 2K

E Effective for annual periods beginning on or after 1st January, E R-TE——F—A B ZBRBZF
2011 JE HAR A2

8 Effective for annual periods beginning on or after 1st July, 2011 g REZE——FtA—HAIZBFERZF
[E BT £

5 Effective for annual periods beginning on or after 1st January, 5 R-ZZE—=F—A—B®zERABZF
2013 [Z HAR A 2K

E Effective for annual periods beginning on or after 1st July, 2010 E R-ZE—ZTFLA—HH T ——F—

and 1st January, 2011, as appropriate
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For the year ended 3 1st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (contd)

The Group is in the process of assessing the potential impact of
these new HKFRSs but is not yet in a position to determine whether
these new HKFRSs will have a significant impact on how its results
of operations and financial position are prepared and presented.
These new HKFRSs may result in changes in the future as to how

the results and financial position are prepared and presented.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards, which is
a collective term that 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.

The consolidated financial statements have been prepared on 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.
(a) Basis of consolidation
Subsidiaries

Subsidiaries are all entities over which the Group has the power
to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the
voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.
Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated

from the date that control ceases.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FZexREME w
POLICIES (Cont'd)

(a) Basis of consolidation (Cont'd) (a) #HERBEEME)

Notes to the Consolidated Financial Statements
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Subsidiaries (Cont'd)

The Group uses the acquisition method of accounting to
account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from a
contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis, the
Group recognises any non-controlling interest in the acquiree
either at fair value or at the non-controlling interest's

proportionate share of the acquiree’s net assets.

Investments in subsidiaries are accounted for at cost less
impairment. Cost is adjusted to reflect changes in consideration
arising from contingent consideration amendments within the
measurement period (a maximum of 12 months from the
acquisition date). Cost also includes direct attributable costs

of investment.

The excess of the consideration transferred, the amount of
any non-controlling interest in the acquiree and the acquisition-
date fair value of any previous equity interest in the acquiree
over the fair value of the identifiable net assets acquired is
recorded as goodwill. If this is less than the fair value of the
net assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the

consolidated statement of comprehensive income.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated.

Unrealised losses are also eliminated.

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling

interests having a deficit balance.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(@

(b)

Basis of consolidation (Cont'd)

Transactions with non-controlling interests

The Group treats transactions with non-controlling interests
as transactions with equity owners of the Group. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests

are also recorded in equity.

When the Group ceases to have control or significant influence,
any retained interest in the entity is remeasured to its fair
value, with the change in carrying amount recognised in profit
or loss. The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained interest
as an associate, joint venture or financial asset. In addition,
any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the
Group had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in other
comprehensive income are reclassified to the consolidated

statement of comprehensive income.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate share of
the amounts previously recognised in other comprehensive
income are reclassified to the consolidated statement of

comprehensive income where appropriate.

Goodwill

Goodwill arising on an acquisition of a subsidiary or an
associate at acquisition date is carried at cost less any

accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary
is presented separately in the consolidated statement of
financial position. Capitalised goodwill arising on an acquisition
of an associate is included in the cost of the investment of

the relevant associate.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(b)

()

Goodwill (Cont'd)

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 goodwill is recognised directly in the
consolidated statement of comprehensive income. 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 (“Bargain purchase”)

Bargain purchase 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. Bargain purchase
arising on an acquisition of a subsidiary is recognised
immediately in the consolidated statement of comprehensive
income. Bargain purchase arising on an acquisition of an
associate is recognised 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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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(d)

Investments in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee

but is not control or joint control over those policies.

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 initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter for the post-acquisition changes in the
Group's share of net assets of the associates, less any
impairment in the value of individual investment. When the
Group's share of losses of an associate exceeds the Group's
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. Additional losses are
provided only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of

that associate.

Any excess of the Group's share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition, after reassessment, is recognised
immediately in the consolidated statement of comprehensive

income.

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.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(e)

)

Jointly controlled entities

Joint venture arrangements that involve the establishment of
a separate entity in which venturers have joint control over
the economic activity of the entity are referred to as jointly

controlled entities.

The results and assets and liabilities of jointly controlled entities
are incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity method,
interests in jointly controlled entities are carried in the
consolidated statement of financial position 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 jointly controlled entities,
less any identified impairment loss. When the Group's share
of losses of a jointly controlled entity equals or exceeds its
interest in that jointly controlled entity (which includes any
long-term interests that, in substance, form part of the Group's
net investment in the jointly controlled entity), 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 jointly controlled entity.

When a group entity transacts with a jointly controlled entity
of the Group, unrealised profits or losses are eliminated to
the extent of the Group's interest in the jointly controlled entity,
except to the extent that unrealised losses provide evidence
of an impairment of the asset transferred, in which case, the

full amount of losses is recognised.

Impairment losses (other than goodwill, intangible

assets with indefinite useful lives)

At the end of the reporting period, 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.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(U]

(8)

Impairment losses (other than goodwill, intangible

assets with indefinite useful lives) (Cont'd)

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

Investment properties are properties held to earn rental
income and/or for capital appreciation. On initial recognition,
investment properties are measured at cost, including any
directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at fair value.
Gain or loss arising from changes in the fair value of investment
properties are included in the consolidated statement of
comprehensive income for the year in which they arise.
However, if the fair values of investment properties under
development are not reliably determinable but expect the fair
values of the properties to be reliably determinable when
development is completed, it shall measure that investment
properties under development at cost, less any impairment
loss, until either its fair value become reliably determinable

or development is completed (whichever is earlier).

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 the
consolidated statement of comprehensive income for the year

in which changes take place.

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

the year in which the item is derecognised.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(g)

(h)

Investment properties (Cont'd)

An investment property is transferred at fair value to properties
and other fixed assets when the property begins to be
occupied by the owner. Gain or loss arising from change in
fair value of the investment property upon the transfer is
included in the consolidated statement of comprehensive

income.

An owner-occupied property is transferred from properties
and other fixed assets to investment property at fair value
when it is evidenced by the end of owner-occupation. The
difference between the carrying amount and fair value at the
date of transfer is accounted for as a revaluation increase in
accordance with HKAS 16, “Property, Plant and Equipment”.
On the subsequent sale or retirement of assets, the relevant
revaluation reserve will be transferred directly to retained

profits.
Properties and other fixed assets

Properties and other fixed assets including buildings and
leasehold land classified as finance leases (other than
properties under development) are stated at cost less
subsequent accumulated depreciation and accumulated

impairment losses.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,

where shorter, the term of the relevant lease.

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

line method, at the following rates per annum:

Type Basis

Leasehold land Over the remaining lives of
the leases

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

Furniture, fixtures 3 to 10 years

and equipments

Yachts and motor vehicles 3 to 10 years
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(@

)

(k)

M

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
end of the reporting period less selling expenses, or by
management estimates based on the prevailing market

conditions.

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.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments

Financial assets and financial liabilities are recognised 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 the consolidated statement of

comprehensive income.

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 such category

of financial assets are set out below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter period

to the net carrying amount on initial recognition.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd)
Financial assets (Cont'd)
Effective interest method (Cont'd)

Interest income is recognised on an effective interest basis
for debt instruments other than those financial assets classified
as at fair value through profit or loss, of which interest income

is included in net gains or losses.
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss have two
subcategories, including financial assets held-for-trading and
those designated as at fair value through profit or loss on

initial recognition.

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

(i)  ithas been acquired principally for the purpose of selling
it in the near term;

(i) itis part of a portfolio of identified 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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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd)

Financial assets (Cont'd)

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

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;

(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

(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 end of the reporting period 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 the consolidated statement of
comprehensive income in the year in which they arise. The
net gain or loss recognised in the consolidated statement of
comprehensive income includes any dividend or interest

earned on the financial assets.
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BE-T-TF+-A=+—ALFE
3. TESAHERBE @

For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd) (m) £®TIA(H)

Financial assets (Cont'd)

Loans and receivables

Loans and receivables (including advances to associates,
advances to investee companies, loans receivables, advances
to non-controlling shareholders, pledged deposits, debtors and
deposits, securities trading receivables and deposits, time
deposits, bank balances and cash and sales proceeds held by
stakeholders) are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active
market. Loans and receivables are measured at amortised
cost using the effective interest method, less any identified

impairment losses.

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 under HKAS 39 (set out above). In addition to
equity investments, the Group has also designated certain

debt investments as available-for-sale financial assets.

Available-for-sale financial assets are measured at fair value
at the end of the reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated
under the heading of securities investments reserve until the
financial asset is disposed of or determined to be impaired,
at which time, the cumulative gain or loss previously
accumulated in the securities investments reserve is
reclassified to the consolidated statement of comprehensive
income (see the accounting policy in respect of impairment

loss on financial assets below).

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 the end of the reporting
period. (see the accounting policy in respect of impairment

loss on financial assets below).
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets

Financial assets, other than those at fair value through profit
or loss, are assessed for indicators of impairment at the end
of the reporting period. Financial assets are impaired where
there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial assets

have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below

its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment

could include:

(i) significant financial difficulty of the issuer or

counterparty;

(i) default or delinquency in interest or principal payments;

or

(i) it becoming probable that the borrower will enter

bankruptcy or financial re-organisation.

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

that correlate with default on receivables.
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For the year ended 3 1st December, 2010 HE_Z-ZFE+_A=1T—HILFEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEZ@=HHEHME @
POLICIES (Cont'd)

(m) £@MIE (&)

(m) Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between the
asset's carrying amount and the present value of the estimated
future cash flows, discounted at the financial asset’s original

effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset's carrying amount 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 loss will

not be reversed in subsequent periods.

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

statement of comprehensive income.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through the
consolidated statement of comprehensive income to the
extent that the carrying amount of the asset at the date the
impairment loss is reversed does not exceed what the
amortised cost would have been had the impairment not been

recognised.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

In respect of available-for-sale equity investments impairment
losses previously recognised in profit or loss are not reversed
through the consolidated statement of comprehensive income
in subsequent periods. Any increase in fair value subsequent
to an impairment loss is recognised in other comprehensive
income and accumulated under the heading of securities
investments reserve. In respect of 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.

Financial liabilities and equity

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

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability, or
where appropriate, a shorter period to the net carrying amount

on initial recognition.
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For the year ended 3 1st December, 2010 HE_Z-ZFE+_A=1T—HILFEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FE2ZEBERME w
POLICIES (Cont'd)

(m) £@MIE (&)

(m) Financial instruments (Cont'd)

Financial liabilities and equity (Cont'd)

Effective interest method (Cont'd)

Interest expense is recognised on an effective interest basis
other than financial liabilities classified as at fair value through
profit or loss, of which interest expense is included in net

gains or losses.

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. Financial liabilities at fair value through profit or
loss are measured at fair value, with changes in fair value
recognised directly in the consolidated statement of

comprehensive income in the year in which they arise.

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

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

repurchasing it in the near term;

(i) on initial recognition it is part of a portfolio of identified
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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For the year ended 3 1st December, 2010 BE_Z—ZSF+_A=+—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEE:BEBE @

2
: POLICIES (cont)
3
:.u: (m) Financial instruments (Cont'd) (m) £RIA )
= % Financial liabilities and equity (Cont'd) EHEBRRAEZ (&)
o E
ﬁ § Financial liabilities at fair value through profit or loss (Cont'd) BRI REA-FEZ 2MAE (&)
s A financial liability other than a financial liability held-for-trading MERTIER  FEEEERAE
f may be designated as at fair value through profit or loss upon ASN & R A E RN BRI R IR E
E initial recognition if: RBBER N RERAFE
2
(i)  such designation eliminates or significantly reduces a (i) FAREEERMEIAERERGTS
measurement or recognition inconsistency that would IERBAREERT —BZE
otherwise arise; W
(i)  the financial liability forms part of a group of financial (i) =mBEEAK—HemEEXR
assets or financial liabilities or both, which is managed TRIBEAZH O IME - I
and its performance is evaluated on a fair value basis, *ET)%$E | B E [ELf B PR s R
in accordance with the Group's documented risk & CRATEEETRK

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

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.

Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value recognised
directly in the consolidated statement of comprehensive
income in the year in which they arise. The net gain or loss
recognised in the consolidated statement of comprehensive

income includes any interest paid on the financial liability.
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BE-T-TF+-A=+—ALFE
3. TESAHERBE @

For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd) (m) £®TIA(H)

Financial liabilities and equity (Cont'd)

Other financial liabilities

Other financial liabilities (including creditors and accruals,
securities trading and margin payable, deposits received, bank
and other borrowings, amounts due to associates and amounts
due to non-controlling shareholders) are subsequently
measured at amortised cost, using the effective interest

method.

Equity instruments

Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss is
recognised in the consolidated statement of comprehensive
income on the purchase, sale, issue or cancellation of the

Company's own equity instruments.

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
payments when due in accordance with the original or
modified terms of debt instrument. A financial guarantee
contract issued by the Group and not designated 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 (ii) the amount initially recognised
less, when appropriate, cumulative amortisation recognised

in accordance with HKAS 18, “Revenue”.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m) Financial instruments (Cont'd)

(m)

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 the consolidated

statement of comprehensive income.

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 the

consolidated statement of comprehensive income.

For financial liabilities, they are removed from the consolidated
statement of financial position 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 and payable
is recognised in the consolidated statement of comprehensive

income.

Revenue recognition

Revenue from properties developed for sale is recognised
upon completion of sales agreement and by reference to the
timing of the execution of deed of legal assignment or delivery

of property to the purchaser, whichever is earlier.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(m)

Revenue recognition (Cont'd)

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 the
consolidated statement of comprehensive income 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 right to receive payment have been established.

Revenue from sales of cosmetic product 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

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(0)

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of comprehensive income 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 end of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. 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 deferred tax 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.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where the
Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference

will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(0)

(p)

Taxation (Cont'd)

Deferred tax is calculated at the tax rates that are expected to
apply in the year when the liability is settled or the asset
realised. Current or deferred tax is charged or credited to the
consolidated statement of comprehensive income, except
when it relates to items that are recognised in other
comprehensive income or directly to equity, in which case,
the current and deferred tax is also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting
for a business combination, the tax effect is included in the

accounting for the business combination.

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

a net basis.

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 the
consolidated statement of comprehensive income 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 expenses on a straight-line basis over the

lease term.
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Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(p)

(9)

Leasing (Cont'd)

The Group as lessee

Rental payable under operating leases is charged to the
consolidated statement of comprehensive income 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

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
the respective 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 the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at 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.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in the consolidated statement of comprehensive income in
the year in which they arise, except for exchange differences
arising on a monetary item that forms part of the Company's
net investment in a foreign operation, in which case, such
exchange differences are recognised in other comprehensive
income in the consolidated financial statements and will be
reclassified from equity to the consolidated statement of
comprehensive income on disposal of the foreign operation.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in the
consolidated statement of comprehensive income for the year
except for differences arising on the retranslation of non-
monetary items in respect of which gains and losses are
recognised directly in other comprehensive income, in which
cases, the exchange differences are also recognised directly
in other comprehensive income.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(@)

Foreign currencies (Cont'd)

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. HK$) using the exchange rate prevailing at the
end of each reporting period. Income and expense items are
translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during that year, in which
case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of the translation reserve. Such exchange
differences are recognised in the consolidated statement of
comprehensive income in the year in which the foreign

operation is disposed of.

From 1st January, 2010 onwards, on the disposal of a foreign
operation (i.e. a disposal of the Group's entire interest in a
foreign operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation, a disposal
involving loss of joint control over a jointly controlled entity
that includes a foreign operation, or a disposal involving loss
of significant influence over an associate that includes a foreign
operation), all of the exchange differences accumulated in
equity in respect of that operation attributable to the owners
of the Company are reclassified to the consolidated statement
of comprehensive income. In addition, in relation to a partial
disposal that does not result in the Group losing control over
a subsidiary that includes a foreign operation, the proportionate
share of accumulated exchange differences are reattributed
to non-controlling interests and are not recognised in the
consolidated statement of comprehensive income. For all other
partial disposals (i.e. partial disposals of associates or jointly
controlled entities that do not result in the Group losing
significant influence or joint control), the proportionate share
of the accumulated exchange differences is reclassified to the

consolidated statement of comprehensive income.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(r)

(s)

®

(u)

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 the consolidated
statement of comprehensive income in the year 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.

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 the obligation and a reliable

estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at
the end of the reporting period, taking into account the risks
and uncertainties surrounding the obligation. Where a provision
is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of

those cash flows.

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.
This condition is regarded as met only when the sale is highly
probable and the non-current asset (or disposal group) is
available for immediate sale in its present condition.
Management must be committed to the sale, which should
be expected to qualify for recognition as a completed sale

within one year from the date of classification.
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For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

()

(v)

Non-current assets held for sale (Cont'd)

Non-current assets (and disposal groups) classified as held

for sale are measured at the lower of their previous carrying

amount and fair value less costs to sell. The investment

properties classified as held for sale are measured at its fair

value at the date of disposal.

Related parties

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

0}

(i)

(iii)

(v)

V)

(vi)

(vii)

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;

the party is an associate;

the party is a jointly-controlled entity;

the party is a member of the key management

personnel of the Group or its parent;

the party is a close member of the family of any

individual referred to in (i) or (iv);

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

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.

HE—

N\

3. EKEH

()

(v)

—ZF+A=+—RHILFE

'H& R E )

RFEHEZFRBEE (B)

A
el

A KF

TT xR

NRAFBEHEZERBEE (K
EHE) DIREENEERERATF
B ARIEE BEE) BB ERATE -
EFEHEZREMEAHER

HZ R FEARE-

BEAL

ETIIE

AT BRAALBRAER

SEARE

0}

(i)

(iii)

(V)

V)

(vi)

(vii)

FEATEEXREEB—F
HEZEBRNTA - ()EHIRE
[ - SR Bl e B R R
HREIZS  (b)EBEAREE
Eeh o WRIBMAKBERIEEA
FEN HOOBRMAKRESR
7 6% [ 422 L

BREALRBERT :
BRAALT RHREGIHE

BEALTARNEEREF AT
ZEEEBAS

BEALRG)ZVEATA L
ZERBE

EBALZEESHERER
(V) () BRI A + 2 8T
] - B A A SR R 5
BARESN  AEEEARE
%

BEALTRASENBEE
ATEMEBZREEZK
EEEMTE

w@
b5

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

-~
E—&

=

EEXxEYE b



Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 3 1st December, 2010

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Cont'd)

(w) Contingent liabilities and assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events that
is not recognised because it is not probable that outflow of
economic resources will be required or the amount of
obligation cannot be measured reliably. A contingent liability
is not recognised but is disclosed in the notes to the
consolidated financial statements. When a change in the
probability of an outflow occurs so that outflow is probable,

they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group. Contingent
assets are not recognised but are disclosed in the notes to
the consolidated financial statements when an inflow of
economic benefits is probable. When inflow is virtually certain,

an asset is recognised.
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For the year ended 3 1st December, 2010

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 underlying 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 following 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 investments

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$156,362,000
(2009: HK$204,375,000) 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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For the year ended 3 1st December, 2010

4.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (contd)

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

The Group's 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
in market conditions, the fair value of the investment properties will

change in future.
Income taxes

At 31st December, 2010, a deferred tax asset of approximately
HK$37,266,000 (2009: HK$40,092,000) in relation to unused tax
losses has been recognised in the consolidated statement of financial
position. 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 consolidated
statement of comprehensive income for the year in which such a

reversal takes place.
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For the year ended 31st December, 2010 HE_Z-ZF+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGMENTS AND 4. Z= A& &6 K& f 51 A
KEY SOURCES OF ESTIMATION fEA R 2 T ZHRR @
UNCERTAINTY (contd)
Critical judgments in applying accounting policies (Cont'd) PE A5 BUR 2 BSR4 T (58)
Impairment of goodwill and intangible assets BEREFEEZHE
The Group performs annual tests on whether there has been ARG BIRIRM 3 AT 2 @ BUR B R
impairment of goodwill and intangible assets in accordance with BREFEEETRENR - REELEES
the accounting policy stated in Note 3. The recoverable amounts of iz Bl EERBEEREEAEEE
cash-generating units are determined based on value-in-use EoRAEBEAEEFEEEREHARRME
calculations. These calculations require the use of estimates and HEBEE  BATRRERAEMER@ER
assumptions made by management on the future operation of the BEEE 2 HET MR -

business, pre-tax discount rates, and other assumptions underlying

the value-in-use calculations.

5. FINANCIAL INSTRUMENTS 5. @@ T A
(a) Categories of financial instruments: (@) £=@MIAEEH :
2010 2009
HK$'000 HK$'000
FET FHIT
Financial assets SREE
Financial assets at fair value ABEEARBRAFEZ
through profit or loss: TREE :
Investments held-for-trading FIEEBZREAE 2,422,066 6487954
Financial assets designated BERBBRIBR
as at fair value through AR B A B
profit or loss LEREE 5,185,429 728,238
Loans and receivables Bk EKRKRIE (B1EE S
(including time deposits, TR RITERKEBRS)
bank balances and cash) 13,427,519 9,378,644
Available-for-sale investments ~ FE&KE 434,783 1,787,348
Financial liabilities =N
Financial liabilities at fair value  @i@BIEBmARBAFEZ
through profit or loss THRAE  WOHER
classified as held-for-trading: FIEEER®S :
Derivative financial instruments $T4 &8l T B - 3,238
Amortised cost 55RO 20,254,581 14,516,394
Financial guarantee liabilites ~ BIFEREE 290 366

EHEEAHSY
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FINANCIAL INSTRUMENTS (contd)

5.

(b)

Financial risk management objectives and policies

The Group's major financial instruments include equity
investments, debt securities, bonds, borrowings, loan
receivables, trade receivables, trade payables, financial
guarantee liabilities, 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.

There has been no change to the Group's risk exposure relating
to financial instruments or the manner in which it manages

and measures the risks.

Market risk

(i) Foreign currency risk

The majority of the Group’s monetary assets and
monetary liabilities by value and the rental income are
denominated in HK$, and Renminbi (“RMB"), except
certain debt securities are denominated in foreign
currencies. Certain cash and bank balances are
denominated in RMB, United States Dollars (“USD")
and Pound Sterling (“GBP"). The conversion of RMB
into other currencies is subjected to the rules and
regulations of foreign exchange control promulgated by
the government of the People’s Republic of China (the
“PRC"). The Group is exposed to foreign exchange risk
in respect of exchange fluctuation of HK$ against RMB.
The Group currently does not have a foreign currency
hedging policy in respect of foreign currency assets and
liabilities. The Group will monitor its foreign currency
exposure closely and will consider hedging significant

foreign currency exposure should the need arise.

=

z
==

5.

—E—FF+ - A=+—HIFE
SR T A w
(b) ¢REREEEERKE

AEBzET2ERTABSRBERAR
B EFES - BF - BE - BURE
R EREESRE  ENESREA -
MBEREE  THRFRRRITE
7o ZEERTAFBERSMER
B TX#EINEZESRTAERRZ
[2\Be B anfa [ Rz F AR Z R © &
BEEEREEZERR - AREREK
R A R R BUE E < fa 1 °

AEBANLBIAZ ARAEER
HEZSARZ PR T RED -

i 45 B
O SERR

AEBARHFOEREERE
BEEEARESKRAGAE
TREARE (TARE]) RE%
B - MR T ERRE S IAIN
BREBEM ETHRERR
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BARBREMEEAE TS
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Market risk (Cont'd)

®

Foreign currency risk (Cont'd)

The carrying amounts of the Group's foreign currency

denominated monetary assets and monetary liabilities

at the end of the reporting period are as follows:

Assets

usD

RMB

GBP

EURO (“EUR")
Australian Dollar ("AUD")
Japanese Yen ("YEN")

Liabilities

usb
RMB
EUR
AUD
YEN

&E

&fE

m
T

BE-T-TF+-A=+—ALFE

5. &t T HE

(b) LHRIEMREEBERBER(E)

45 m B (&)

() SR (B)

AREBAINEFTECEREE
RE®AERHERMZRE

SREMAT
2010 2009
HK$000 HK$'000
FaT FAET
5,683,521 755,639
3,433,730 2,637,712
504,379 =
363,444 768,843
15,871 =
- 7,553
2010 2009
HK$°000 HK$'000
FHBxT FAT
436,270 336,443
1,116,976 1,030,210
231,840 689,325
13,920 =
- 7,174

EHEEAHSY

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

-~
E—&

=

BEXEYE EHd



Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Market risk (Cont'd)

®

Foreign currency risk (Cont'd)
Sensitivity analysis

The following table details the Group's sensitivity to a
5% increase and decrease in the HK$ against the
relevant foreign currencies. As HK$ are pegged to USD,
it is assumed that there would be no material currency
risk exposure between these two currencies and
therefore is excluded from the analysis below. 5% is
the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and
represents management's assessment of the reasonably
possible change in foreign exchange rates. The sensitivity
analysis includes outstanding foreign currency
denominated monetary items, and adjusts their
translation at the period end for a 5% change in foreign
currency rates. The sensitivity analysis includes external
loans as well as loans to foreign operations within the
Group where the denomination of the loan is in a
currency other than the currency of the lender or the
borrower. A positive number below indicates an increase
in profit where the relevant currencies strengthen 5%
against HK$. For a 5% weakening of the relevant
currencies against HK$, there would be an equal and
opposite impact on the profit and the balances below
would be negative.

Impact of RMB AR¥ZZE
Profit or loss A5

Impact of GBP REHE
Profit or loss BE

Impact of EUR BTz
Profit or loss A5

Impact of AUD BT &
Profit or loss BE

Impact of YEN HEZzZE
Profit or loss A

The Group's sensitivity to foreign currency has increased
during the current year mainly due to the increase in
foreign currency denominated monetary net assets.

=

z
==

5.

—EZEFF+_A=+—HLFE

AN T

0 T H o)

S M

(b)

EREBREEERREE (B)

5 E Rk (&)
) SMNERER (B)

NRFAFIIANEE B T AR
SN 2 BE R T e T Bk 5% 2 85
BE o BT ER T
BREMEEE 2 HLEEX
EERER - TTEHN T2
D - RABREZEEAR
G SN BRI & A 5% E R 8K
RELE  MBRALLEXSERE
BHERAGEAELIR &
e 2 ¥ - BURED T RIE
REEZINETERRIAR -
I B R 5E 5002 SN [ 2R 28 &)
HEZIER - URELTEHE
SNERE R AR AR EE TR
SN Bk (RAHERR AR
RARBERAEEUINZE
%) o TXZIEBERTHAEE
5B T T 8858 500085 )4 ) 1R
e WREEE H AT Z EX
#5350 - ¥R ENK 2 R B
BERERMER - M N Z &R
HE2aH -

2010 2009
HK$°000 HK$'000
TR TAT
115,838 80,375
25,219 -
6,580 3,976
97 -

- 19

REBRAF R HINE 2 GUR
BLEF  E2RRARBAINEGT
BEZERFEERMATE -
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

(b) Financial risk management objectives and policies (Cont'd) (b) EREMREEBEERBEX(B)
Market risk (Cont'd) %5 2 B (&)

(i) Cash flow Interest rate risk () HEzmEFEEE

Cs |

The Group has interest bearing assets and variable-rate REBEFE ﬁ?&f‘? BEE
borrowings including advances to associates, available- (BREBNBERRFUE - FE

for-sale investments, loans receivables, bank balances
and borrowings is therefore exposed to cash flow
interest rate risk. Details of these financial instruments
are disclosed in respective notes. The Group currently
does not have 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 Hong Kong
Interbank Offered Rate (“HIBOR"), prime rate (“Prime”)
or the respective country's inter-bank offer rate.

Sensitivity analysis

The following demonstrates the sensitivity to a
reasonable possible change in interest rates with all
other variables held constant, of the Group's (loss) profit
before tax (through the impact of floating rates in
advances to associates, available-for-sale investments,
loans receivables, borrowings and bank balances).

If the floating rates had been 50 basis points higher/

lower, the Group's:

. loss before tax for the year ended 31st December,
2010 would increase/decrease by approximately
HK$45,472,000 (2009: profit before tax would
decrease/increase by approximately
HK$36,739,000). 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
borrowings.

BE - EBRER ﬁﬁﬁﬁﬁ%&
BE)  MASBEBEAERSR
EFERER ZEERIAFE
R TR ) - $Elfﬁﬁ%jﬁ
E%ﬁﬁ&ﬁﬂ <R BUR

B E G BT R E R
jt T ERE R R E AR
[B\ Bz o

AEE 2 RS RENXERE
EEPREBRTEAERE
(IBRRITAEHRE])  &E
BRI (T&EEFE]) R
BHRZBITREFE ZKE

BRRE DT

LATEJ/TEEEIBE@“%M&%

""""" Z2ERT - AERERBA
(Eﬁ?@);ﬁﬂz%'@ﬂjﬁé\@ﬂ
ﬁEﬂiJﬁﬁZ@l@fﬁ(%éi@%&ﬁ i
BRRIFIA - FERE B
g% 1ﬁE&§Eﬂ R OF B A
ReHE) -

fF B A K L7t PR K501 &
B RIAREHE

. HE-Z—ZF+=A
:+f5¢¢r£2ﬁ%m
Al B 1B AG 35 0,5 2 49
45,472,000 (ZFZF
JVE BB AT & AR 2
/#1N14936,739,000/%
T0) o W EZHRASE
ERASZZEEREZ
MER B

REBRAF R EH N E 2 GU
ELEF X2RAREEEN
FRER
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

v

s

(-]

5

= (b) Financial risk management objectives and policies (Cont'd) (b) LHEAMREERZEREEE)

(7]

s

£ 44 Market risk (Cont'd) % B (48)

EE

B i

§ g (iii)  Price risk (i) Bt b

S5

© qn

2%;? The Group's investments classified as available-for-sale REREHRLZ AT EFER

-]

s investments, investments held-for-trading and financial HAKRESBERHFEREZR

f assets designated as at fair value through profit or loss B HKIEFEEZREREER

E which are measured at fair value at the end of each BBERARBRATFEZ SR

3 reporting period and expose the Group to price risk. BEEAMSAEBHEGERR
The management manages this exposure by maintaining % o B E LARR SR AR K

FrREEGEFIBRRR -

a portfolio of investments with different risk profiles. In

addition, the Group has appointed a special team to AN AEBEB R ERR/NAE
monitor the price risk and will consider hedging the risk EEEREAR  TRLERZE
exposure should the need arise. BE R E R o

Sensitivity analysis BURE DT

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

The sensitivity analyses below have been determined
based on the exposure to price risk at the end of the

reporting period.

If prices had been 5% higher/lower:

. loss before tax for the year ended 31st
December, 2010 would decrease/ increase by
approximately HK$380,375,000 (2009: profit
before tax would increase/decrease by
approximately HK$68,610,000). This was mainly
due to the changes in fair value of investments
held-for-trading and financial assets designated

as at fair value through profit or loss; and

. other comprehensive income for the year ended
31st December, 2010 would increase/decrease
by approximately HK$13,134,000 (2009:
HK$65,615,000) as a result of the changes in

fair value of available-for-sale investments.

A TEERED T HREBERE B
RZEBRBEBREE °

B8 7 TFE5% - Al

- BE-Z-—ZTHF+-A
:+—a¢¢r§z&%m
Al & B S m
380,375,000/8 T (=&
TNF - BRE AR
A0, 54 #168,610,000
BIT) o LT EZARE
EEERERIEERB
BERARBRAFEZ
CRMEEZATEE
K&

. HEZZT—TF+=A
:JrfEliErEEﬁﬁi
E Yz #5386 00,k A 49
13,134,000/ 7T (ZZTZF
J14F : 65,615,000/57T)
BB RFERE R T
BEE -
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

s |

(b) Financial risk management objectives and policies (Cont'd) (b) =REAMREEBEREX (E)
Credit risk =EmE

The Group's maximum exposure to credit risk in the event of
the counterparties failure to perform their obligations as at
31st December, 2010 in relation to each class of recognised
financial assets are: (a) the carrying amounts of those assets
as stated in the consolidated statement of financial position;
and (b) financial guarantee provided by the Group which is
the amount of contingent liabilities in relation to financial

guarantee issued by the Group.

The Group made transactions with counterparties with
acceptable credit quality in conformance to the Group treasury
policies to minimise credit exposure. Acceptable credit ratings
from reputable credit rating agencies and scrutiny of financials
for non-rated counterparties are two important criteria in the
selection of counterparties. The credit quality of counterparties
will be closely monitored over the life of the transaction. The
Group reviews its financial counterparties periodically in order
to reduce credit risk concentrations relative to the underlying

size and credit strength of each counterparties.

In an attempt to forestall adverse market movement, the Group
also monitors potential exposures to each financial institution
counterparty. In addition, the Group reviews the recoverable
amount of each individual trade debt at the end of the
reporting period to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard, the
directors of the Company (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.

HEREAFEREIBTREHRE_ZF
—ZBFE+_HA=t—BZEE &
EAZEESHERREREE L&
ANEERBER : ()46 MR R
RFTFIEMEE REME  Rb)A
SERHPBER  EREAKE
BOUBEREEZHAREEZ
B
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R R b 2 MIBETT R 5 B 15 A B
ZR5  NEEREEERR - RE
RBHZMEEERY - EHEREE
ZIEEFE#EELRZNEE
& ARERBARZ R T ETH
BE - ARESEREXSHAR

§t§¥§55%752242E52522° [ NN
SEETHARER S MEHEE
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

Notes to the Consolidated Financial Statements

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

(b) Financial risk management objectives and policies (Cont'd) (b) LHEAMREERZEREEE)

H Liquidity risk BB 2R
£
e
g The Group manages liquidity risk by maintaining adequate REBBBERTERITERLR
= bank deposits and cash, monitoring forecast and actual cash T BEERARERIRSRE AR
ggg flows and matching the maturity profiles of financial assets ceMEERBEZIHRKERE £

and liabilities. IhERRSES

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 contact
the bankers for renewals of bank borrowings whenever

necessary.

The following tables detail the Group's remaining contractual
maturity for its non-derivative financial liabilities based on the
agreed repayment terms. The tables have been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be required
to pay. The tables include both interest and principal cash

flows.

Moreover, the following tables detail the Group's liquidity
analysis for its derivative financial instruments. The tables have
been drawn up based on the undiscounted contractual net
cash inflows and outflows on derivative instruments that settle

on a net basis.

EEEREEERDESAR - HE
RITERIPAREZ BB REBE
ERRZREEHMERBRHHHAE
B o WAERRT - B B A EE AR TR ORERTT
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For the year ended 3 1st December, 2010

5.

FINANCIAL INSTRUMENTS (contd)

(b)

B

Financial risk management objectives and policies (Cont'd)

Liquidity risk (Cont'd)

Weighted
average
effective

interest rate

Non-derivative financial FITESREE
liabilities
Borrowings fg&
— Current - nEME
- Non-current - EnBEE
Creditors and accruals e BRIE R FERT IR
Securities trading ENERR55RE
and margin payable kRES
Amounts due to associates REBENRFE
Amount due to RE—RIFERRR
a non-controlling shareholder &
Financial guarantees liabilites ~ B EREE
— Current - REHE
— Non-current - EnBEE

Total Fohy

Derivative financial liabilities 74 £ @& &

Derivative financial instruments  $7T4£ 4@ T2
Non-derivative financial FTESREE
liabilities
Borrowings fE &
— Current - nEtE
— Non-current - EREMEE
Creditors and accruals ANEREYY e
Securities trading ENERR5RE
and margin payable RiRES
Amounts due to associates REBEDFFE
Amounts due to non-controlling /X & FEIZ R A 5118
shareholders
Financial guarantees liabiliies BB EIR B &
— Current - REHE
— Non-current - ERBEE
Total @t

mEFH
LYk

0.70%
1.14%

2.25%

Weighted
average
effective
interest rate
TS
ERFI=

0.59%
0.94%

2.25%

2.25%

E-T-TE+-A=+—ALEE

PAN=T -
5. @I Aw®w
(b) £REAKREEAERBEE(E)
mEBELEE (B
At 31st December, 2010

R-ZB-BF+-A=+-H
Total Total
Within Within 2 Over undiscounted carrying
1year to5 years 5years cash flows amount

AERRE
-5 MERLF BENRE mEAR FHAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TiEx TR TR
3,925,086 - - 3,925,086 3,721,552
- 15,259,313 - 15259313 14,982,958
719,241 - - 719,241 719,241
73,197 = = 73,197 73,197
- 78,939 - 78,939 76,950
= 141,325 = 141,325 141,325
373,582 = = 373,582 290
- 808,667 - 808,667 -
5,091,106 16,288,244 - 21,379,350 19,721,513
At 31st December, 2009

RZEZNFE+ZA=+—H
Total Total
Within Within 2 Over undiscounted carrying
1 year to 5 years 5years  cash flows amount

AERTEE

—FR MWEELF ik:3 nERH FEAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL
3,238 = = 3,238 3,238
3,733,773 = = 3,733,773 3,714,963
= 9,536,088 52,794 9,588,882 9,500,018
503,723 = = 503,723 503,723
65,162 = = 65,162 65,162
= 12,324 = 12,324 11,859
= 85,965 = 85,965 80,098
907,389 = = 907,389 76
= 449,013 = 449,013 290
5210,047 10,083,390 52,794 15,346,231 13,876,189
5213,285 10,083,390 52,794 15349469 13,879,427
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For the year ended 3 1st December, 2010

5. FINANCIAL INSTRUMENTS (contd)

(9

(d)

Fair value of financial instruments

The fair value of financial assets and financial liabilities are

determined as follows:

. the fair values of financial assets and financial liabilities
with standard terms and conditions and traded in active
liquid markets are determined with reference to quoted

market bid prices and ask prices respectively;

the fair values of derivative instruments are determined
based on the quoted prices provided by the securities’

broker; and

. the fair values 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 in the consolidated

financial statements approximate to their fair values.

Fair value measurements recognised in the

consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on

the degree to which the fair value is observable:

. Level 1: fair value measurements are those derived from
quoted prices (unadjusted) in active markets for

identical assets or liabilities;

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

and

. Level 3: fair value measurements are those derived from
valuation techniques that include inputs for the asset
or liability that are not based on observable market data

(unobservable inputs).
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For the year ended 3 1st December, 2010

FINANCIAL INSTRUMENTS (contd)

5.

(d)

Fair value measurements recognised in the

HE

5.

consolidated statement of financial position (Cont'd)

The following table shows an analysis of financial instruments

recorded at fair value by the fair value hierarchy:

Financial assets
Financial assets at fair value
through profit or loss
— Investments held-for-trading
— Financial assets designated
as at fair value through
profit or loss

Available-for-sale
financial assets
— Listed debt securities
— Unlisted debt securities
— Unlisted equity securities
(Note)

Total

Financial assets
Financial assets at fair value
through profit or loss
— Investments held-for-trading
— Financial assets designated
as at fair value through
profit or loss

Available-for-sale
financial assets
— Listed equity securities
— Listed debt securities
— Unlisted debt securities
— Unlisted equity securities
(Note)

Total

TREE
BBBRARE
RAYEZEREE
-BEREERE
-EERBBRBR
ARBRA B
ZERMEE

FERE

- LmEBES

- FLETEBES

- JF EMIRAE %
(HIE)

N

aE

TREE
BRBRARE
AFEZEREE
-BERERE
-EERBBRER
ARBRAFE
ZEMEE
HERE
- ETRAE 5
- LEBES
- FLETEBES
- JE E MRS
(KIE)

#E

—E-FE A=t —ALFE

£F T A @

(d) REEHMBLRRBERBER2AFE

& (8)

TRETRAFHED RHMEIDRA
FERE T AEDN

At 31st December, 2010
R-E-ZE+-A=1+—H

Level 1 Level 2 Level 3 Total
- gt 1} =% HE
HK$'000 HK$'000 HK$'000 HK$'000
FExT FTExT FTExT FExT
2,422,066 - - 2,422,066
5,185,429 - - 5,185,429
38,976 - - 38,976
223,714 - - 223,714
- - 156,362 156,362
7,870,185 - 156,362 8,026,547
At 31st December, 2009
RZZETNE+=RA=1+—H
Level 1 Level 2 Level 3 Total
E—4 1 E=4 “BE
HK$'000 HK$'000 HK$'000 HK$'000
FATT FAT FHAT FAT
643,954 = = 643,954
728,238 — — 728,238
1,312,297 - - 1,312,297
41,121 - - 41,121
213,824 - - 213,824
- - 204,375 204,375
2,939,434 - 204,375 3,143,809

EERigESY
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BE-T-TFEI-A=+—ALFE

5. FINANCIAL INSTRUMENTS (cont'd) 5. T Em
(d) Fair value measurements recognised in the (d) REEHBRABRERZLATLE
consolidated statement of financial position (Cont'd) & (8)
At 31st December, 2009
RZETZNF+=A=+—H
Level 1 Level 2 Level 3 Total
E—R = =M e
HK$'000 HK$'000 HK$'000 HK$'000
FHET TET FHT FHT
Financial liabilities CRBE
Financial liabilities at fair value BBBEEAREATE
through profit or loss ZEmafE  woR
classified as held-for-trading REEEERE
— Derivative financial instruments - $T4 €@ T A - 3,238 - 3,238
Note: The fair value of unlisted equity investments classified as Mzt - DBREGEEREZF ETRA

available-for-sale investments are measured using a
discounted cash flow model that includes some
assumptions that are not supportable by observable market
prices or rates (see Note 31 for details)

There were no transfers amongst Level 1, Level 2 and Level 3

in the fair value hierarchy.

The fair value of financial instruments traded in active markets
is based on quoted market prices at the end of each reporting
period. A market is regarded as active if quoted prices are
readily and regularly available from an exchange, dealer, broker,
industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market
transactions on an arm's length basis. The quoted market price
used for financial assets held by the Group is the current bid

price. These instruments are included in Level 1.

BHREZ RN ETIARRERR
EnEBENFE  ZBEABRE
ETHEABRMGERKE
KX Frz R GHERKEES) -

NVFESFRHANE R E_MEE
=z RIS

WEERMSEEZEMTAEZAVE
BN IS MR TE - WA K
ERBREXZH  RHE - &L - %
FA5 - RERBAEERBESR
B BRSEBRBERLEIRAT
BEREET2MER S RIMBAIAR
iR e AEBBEREEMA T
SHRERBAIZEAE - WETAR
FEAE & o



For the year ended 3 1st December, 2010 HE_Z-ZFE+_A=1T—HILFEE
5. FINANCIAL INSTRUMENTS (cont'd) 5. 2T Ew
(d) Fair value measurements recognised in the (d REEHMBERIBRERZAFE

consolidated statement of financial position (Cont'd)

& (8)

The movement during the year in the balances of Level 3 fair E=MRATEAEERNFEANZEEF)
value measurements is as follows: LU
HK$'000
FET
Unlisted available-for-sale equity FLEMFERRBHFIRE
securities investment:
At 1st January, 2009 RZZTZENF—HA—H 235,684
Net unrealised losses recognised in other A R E i 2 T U 2 T 2R
comprehensive income during the year REREIBFHE (31,309)
At 3 1st December, 2009 R-FFENFF+_A=+—H 204,375
Net unrealised losses recognised in other A R fth 2 T U 2 T 2R
comprehensive income during the year REREEFHE (48,013)
At 31st December, 2010 R-2-—FEF+-A=t+—8H

All of the above gains and losses included in other
comprehensive income for the current year relate to unquoted
equity investments held at the end of the reporting period
and are reported as changes of “securities investments

reserve”,

CAPITAL RISK MANAGEMENT

The Group's 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 of the Company 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 optimisation 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 2009.

156,362

AR ARER E R AR
wﬁ&%aﬁ&mﬁ%%xhﬁZﬁ
BEBARE - WHRAESHRE
CCIPT

BRRE R E S

AEBEBRERERKES T EmRRE
HEEE  RERRAEKARHBEZ
FAEREARN  TEABRRRFBAKEZ
ERFELE 2 UHERASERE
ARBBERFERE DR - W RE MR
HHRA & R LA aR o

EESHBAEHRH RERARE Y S
AR - FBATEE AR L BB E
5 e P KR (5 B B B RS HA AR SR MR
AT ARRFRBAZEH - A%E
EBERE-TEAERETE o
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6.

CAPITAL RISK MANAGEMENT (contd)

During the year ended 31st December, 2010 the capital structure
of the Group mainly consists of debts, which include borrowings
from banks, time deposits, bank balances and cash, and equity
attributable to owners of the Company, comprising issued share
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 not higher than 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
consolidated statement of financial position) less cash and cash

equivalents.

The gearing ratios as at 31st December, 2010 and 2009 were as

follows:

e - —EREBG
e - —EE B0

Borrowings — due within one year (i)
Borrowings — due after one year (i)

Total Debt (i)
Cash and cash equivalents (ii)

R AR (i)
Be M e FEIEHE (i)

Net debt ERFER
Net debt B
Listed equity securities investments T RANFBHFIZE

and treasury products (i) K B4 & EE mm (i)

Net debts B F5

(net debt less listed equity securities

investments and treasury products) & M EE M)
Total equity (iv) & 7T 75 4B FE (iv)

Net debt to equity ratio (excluding {75 5 78 B IR AN 2 b 36
listed equity securities investments
and treasury products) KB & Em)

B FER B IR AN RE s L
(B EMRABEFRE
R EEm)

Net debt to equity ratio (including
listed equity securities investments
and treasury products)

(EHFESN EHRAE?

(MEELTRAESKRE

EES
6.

—EZEFF+_A=+—HLFE

&R B B IR )

RZB—ZF+_RA=+—HIEFE &
KEZERRBIEHER (BRRT2E
5  EEER - ROTEBRRASUARAER
BB AZEIEREAENK - DR BREE %
TBRA - FEERRE RSN  c EFEEER
RZRAREEBRAEB AR - AIRE
AERELXREEEEARRE - AEEZ

BERERFELRZ BRETSN50% @ RIE
TR A R Z L PIEE - KR

ABEEFREARANESEBELAILL
fEEFRREE AR WREMBRRR
RFIR)REEREEEERBFE -

R-F—FFR-FEAF+A=+—

HZEAREBELERQOT
2010 2009
HK$°000 HK$'000
THET THET
(Restated)
(E31)
3,727,552 3,714,963
14,982,958 9,500,018
18,710,510 13,214,981
(10,876,388) (6,317,351)
7,834,122 6,897,630
7,834,122 6,897,630
(7,607,495) (2,681,251)
226,627 4,216,379
34,210,851 44312,314
22.9% 15.6%
0.7% 9.5%



For the year ended 3 1st December, 2010

6.

CAPITAL RISK MANAGEMENT (contd)

(i)  Borrowings are detailed in Note 42;

(i)  Cash and cash equivalents comprise pledged deposits, time
deposits, bank balances and cash at the end of the reporting

period;

(i)  Listed equity securities investments and treasury products are
as detailed in Notes 31, 36, 37 & 40;

(iv) Total equity includes all shares capital, reserves and non-

controlling interests at the end of the reporting period.

The increase in net debt to equity ratio was mainly due to the
increase of borrowings together with a decrease in equity as a result

of fair value loss on investment properties.

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.

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

are subject to externally imposed capital requirements.

REVENUE

Revenue represents the aggregate of amounts received and
receivable from the gains/losses from 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.

During the year, the losses from the sales of investments held-for-
trading in "Revenue” on a net basis are HK$148.5 million (year
ended 31st December, 2009: HK$115.5 million).

=g

—FEL A=+ HILER
BARREE @

() EERKE27FL

(i) MBEHRZBASRBCESEEER
EERTER - EHER - RITEBRK
BE

(i) LEMBRAFEFEERTEERAKE

31~ 36 37 K405t ;

(v) REEHRZBEAESERRERE
szﬁ il R OE R AR AR SR & o

TREGHER AR R 2T EF - E
ZHMNMEEENERKEMEN LA FEES
BEH R AR T -

BEREBME ARAZRE2EWEBR
ARESMARAR REHEERAA
RAREBHFERAFERESFRPEEH
EF%%E\@P)’T%EEL%BA{&#Z 5 Rk H
ERABSTESBEERMRENEER - %
EXRERKEANBR AT A REH R

EERKERZEGEIRE - RAFED
AT

B ESCREE SN AR B HEEMME R
B ARRNRBA Z PR

A

WA B R HEREEBE ZRE
WA~ HEREREWE KR BE
MEHRSRA BLEME  BERB 2R
S8R ERXRENBRAARIBRERE
B2t miiE 2 HBEE -

RARFEZFIATRA] Rk FEELES HH
EZHEEEREEER148,500,0004 7T
(HE_TZTAF+-_A=1+—HILLEE :
115,500,000/ 7T) °
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8. OPERATING SEGMENTS

The Group determines its operating segments based on the reports

reviewed by the chief operating decision-makers that are used to

make strategic decisions.

The Group has seven reportable segments - property development

and trading, property leasing for retail, property leasing for non-

retail, listed available-for-sale equity investments, listed held-for-

trading investments and treasury products, floating rate and fixed

rate notes and unlisted investments, investment holding and

brokerage. The segmentations are based on the information about

the operation of the Group that management uses to make decisions.

Principal activities are as follows:

Property development

and trading

Property leasing
— Retail

— Non-retail

Listed securities

— Available-for-sale equity

investments

— Held-for-trading investments

and treasury products

Floating rate and fixed rate notes

Unlisted investments,
investment holding

and brokerage

Property development
and sales of trading

properties

Property leasing from
retail properties
Property leasing from

non-retail properties

Listed equity securities in
available-for-sale
investments

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

Listed and unlisted floating
rate notes and fixed rate
notes in available-for-sale
investments

Unlisted securities
investments, trading

and brokerage

BE-T-TFEI-A=+—ALFE

8. Z«( )é\ ﬁ?’rg

L
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FERERERMIFLTER

CREEBRRE LR o A DET A
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For the year ended 3 1st December, 2010

8.

OPERATING SEGMENTS (contd)

The Group evaluates performance on the basis of profit or loss from
operations after tax expense and non-controlling interests but not
including the major non-cash items. The major non-cash items are
fair value changes on investments properties together with their
respective deferred tax. No intersegment revenue is accounted for
as the intersegment revenue is mainly the rental income for

administrative purpose.

The Group's measurement methods used to determine reported

segment profit or loss remain unchanged from 2009.

The Group's reportable segments are strategic business units that
operate different activities. They are managed separately because
each business units has different market and requires different

marketing strategies.
Further, the business units are also managed to operate in different
countries separately. Revenue and result are attributed to countries

on the basis of the properties located.

No major customer is for the Group's revenue and result.

B

E

8.

—T-FEI-A=t-ALTE
1B KE ()

A EE AR ERER S R
SHREE (BFRETEFRLEE) A
ERTGEER - TEERSIEA AR
By AT EE S SR R
IH - R A EEZ WA EEARTHE B
ZASW - B S ERT 2 A
E-Eo

AEEMAEETE 2RO ERFIRER
HENRE-TTNERBHTE -

REEMERDBER/REERET - AL
BARED - REXZEHIEE - HIHER
EXBETHEETAMS - ARERTRAD
5K o

AN - RBEITT IR AR BIRZ @R 2 5&
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8.

OPERATING SEGMENTS (contd)

HE—

8.

—ZEFEF+-A=T—HLFE
&SR

Operating segment information is presented below: AT 2|BEDRER
Consolidated Statement of Comprehensive Income REZHBBERE
For the year ended 3 1st December, 2010 BE T FTF+_HA=+—HIFE
Property leasing Listed securities
NEEE tmEs
Held-for- Unlisted
Available- trading  Floating investments,
Property for-sale investments rate investment
development equity andtreasury  and fixed holdingand Al other
and trading Retail ~ Non-retail investments  products rate notes brokerage  segments Consolidated
KIFEE FETRE
NEZR RA& RER BER REBRR fiE
REE 26 ¥2E HERE WEER EREE  EER% AR g4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TER TiExn TiExn TER TiEx TiEx TiEn TR
Major cash items excluding ~ WANSZEEREER
in revenue
- Hong Kong -Eh - - - - 4313612 - - - 4313602
- ofher countries - EfEIR - - - - 3,596,584 - - - 3,596,584
- - - - 1910,196 - - - 1910,196
Revenue WA
Revenue from external customers  RESMEEP ZHA
- Hong Kong BB 608,305 719,223 327,699 - (2517 - 17,944 16,618 1,477,272
-PRC - el 1,050,392 41,969 37,369 = - - = - 1129730
- other countries -EfpER - - - - 64010 - - - 64010
1,658,697 761,192 365,068 - (148,507) - 17,944 16,618 2,671,012
Revenue from external customers KA B IEZREL 2
after non-controlling interests SERRRA 1,629,033 759,896 362,918 - (148,507) - 17,944 16,618 2,637,902
Attributable property sales from  E[EBEARNEEE
associates
- Hong Kong - Bk 25,728 - - - - - - - 25,128
Attributable rental revenue from  EREERRRSMA
associates
- Hong Kong - B - 306 03 - - - - - 25517
-PRC - = 71,286 49,614 = = - - = 120,900
1,654,761 834,426 434,805 - (148,507) - 17,944 16,618 2,810,047
Result ES
Segment result GEEL
- Hong Kong -BB 207,290 680,795 315,867 138,122 (249,772) 7411 106,538 36,121 1,242,978
-PRC - 211,568 36,298 32,638 - - = 4,046 - 284,550
- other countries - B AR - - - - T2849 - - - T849
418,858 117,093 348,505 138,122 478,077 7411 110,584 36,121 2,255,371



For the year ended 3 1st December, 2010

8. OPERATING SEGMENTS (contd)

HE—

8. R&ESHE =)

P

Consolidated Statement of Comprehensive Income (Cont'd) mEe
For the year ended 3 1st December, 2010 EE—
Property leasing Listed securities
NERE I
Held-for-
Available- trading

Other income, net
Share of results of associates
- attributable property sales, net
- Hong Kong
- attributable gross rental income
- Hong Kong
-PRC
- attributable operating cost
- Hong Kong
-PRC
- others
Non-controlling interests - allocated
Finance income on listed securities

investments and treasury products, net

il
=

*® (%)

Unlisted
Floating investments,

—ZF+A=+—RHILFE

=
FFEF+-_A=1+—HIFFZE

Loss on disposal of investment property Hi &1% &¥% 2 £ -

Other gains and losses, net
- gain on bargain purchase of
a subsidiary

- fair value loss on step acquisition of

a subsidiary

- gain on disposals of subsidiaries

Unallocated items
Unallocated other gains
and losses, net

Unallocated corporate expenses, net

Unallocated finance costs
Income tax expense

Unallocated non-controlling interests

Core profit (excluding major
non-cash items)
Major non-cash items

- fair value changes on investment

properties
(including share of results of
associates and non-controlling
interests)

- deferred tax credit

Loss for the year attributable to

owners of the Company

Property for-sale investments rate  investment
development equity andtreasury  and fixed holdingand Al other
and trading Retail ~ Non-retail investments  products rate notes brokerage  segments Consolidated
KIFEHE FLmRE
NERR BA RER Bk REBRR fi
RER 2E ¥BE 4HERE HMEER EREE  EER%  EfAE E)
HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HK$'000  HK$'000
THR Ti#n T#x T#x THR Tin Tin THR TiEn
A ATE 503 - - - - - 100 - 603
L UNGE S
- EIENEHESE
-B% 12,536 - - - - - - - 12,536
-ElERek S
- B - 3,244 0,273 - - - - - 25517
- e - 71,286 49,614 - - - - - 120900
- EREEERE
- &k - (1,614) (6,575) - - - - - (8,189)
- e - (s0255)  (14,097) - - - - (59,809) (114,161)
-Eff - - - - - - 1,665 (27310) (25,645
3F foéfm BA% (22,501) - - - - (3,235) - - (25736)
mEFRE
&%ﬁEﬁZ%ﬁ
WAFE - - - - 58,595 - - - 58,595
409396 749754 399720 138122 536,672 4176 112,349 (50,392) 2,299,797
- (4) - - - - - @)
EfhaREREE
-—FAHBRAAZ
SENELS - 13,000 - - - - - - 13,000
-BoNE-A
HEARZ
ATEER - (7,253) - - - - - - (1253)
-HESHNE
REZ K& - 13471 - - - - - - 13,471
409396 768978 399716 138122 536,672 4176 112,349 (50,392) 2,319,017
KPBEE
AP Bk
RERFE 643
i YN
THFE (147,789)
AEZHBER (127,081)
FIERREY (151,682)
A EERER (2,374)
BOE (MBEE
FREER) 1,890,734
TEHREEA
-RENFZATE
2Y(RERE
M/‘\T%F
R3EBRER)
(10,780,059)
- ERERERD 31,080
AAREE AR
REEFE (8,858,245)
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8. OPERATING SEGMENTS (contd)

Consolidated Statement of Financial Position

At 31st December, 2010

Assets &g
Segment assets HRAE

- Hong Kong -B

- PRC and Macau - B OB

- other countries - EER
Interests in associates BENRESR

- Hong Kong -BE

-PRC -
Advances to associates BEBERR

- Hong Kong -B

-PRC -
Reportable segment assets ERAREE
Unallocated corporate assets APBZAAEE
Consolidated total assets GRUAE
Liabilities B
Segment liabiliies AREE

- Hong Kong - Bk

- PRC and Macau - B ROR

- other countries - EfEIR
Reportable segment ligbilties BEE L)L

Unallocated corporate liabiliies A&z AREMRE

Consolidated total liabilities GRBERE

Additions to non-current assets FEZFHBEE

(other than financial (EMIAREBEHNE
instruments and deferred EERN
tax assets)

HE-F-2F+-A=t+—ALFE
KK
8. Z% A (@)
RE IR R
KR-F—FF+-A=+—A
Property leasing Listed securities
NEEE twEs
Held-for- Unlisted
Available- trading  Floating investments,
Property for-sale investments rate investment
development equity andtreasury  and fixed holdingand Al other
and trading Retail ~ Non-retail investments  products rate notes brokerage  segments Consolidated
KEH ¥LHRE
LES K& RER HER REBRR k]
RE® 26 ¥2E HERE HMEER REEE BER%  HesE g4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TR TiEn TiEn TR TiEn TiEn TiEn TiER
1,369,555 22,983,282 9,916,972 - 2,152,065 280,456 453,300 269,357 37,424,981
7,806,833 1,032,898 334,947 - - - - 4,960 9,179,638
- - 5,502 - 5,664,159 = = - 5,669,661
93,861 63 696,170 - - - 186 2,176 192,456
13,421 171,710 6,469 = = = - = 251,600
1,678 - 22,94 - - - 2 1,405 26,026
954,231 19,181 504,249 = = = = - 1,537,661
10,299,579 24,267,134 11,487,250 - 1816224 280,456 453,488 277,898 54,882,029
174,331
55,056,360
102,090 554,381 132,584 - 2,682,141 150 74,480 20,738 3,566,564
459,294 18,494 13,129 = = = - 1 490,918
- - 13 - - - - - 13
561,384 572,875 145,126 - 2,682,141 150 74,480 20,739 4,057,495

612,701 486,334 673,666

16,788,014

20,845,509

173




For the year ended 3 1st December, 2010

8. OPERATING SEGMENTS (contd)

Other Material Items

For the year ended 3 1st December, 2010

Interest income
Finance income (costs)

Net income (expenses)

Depreciation
Fair value changes

on investment properties
Share of results of associates
Income tax (expense) credit

Non-controlling interests

MEKA
WA (B )
WA (i) F 8

e
BREWMEZATEHEE

BAMERRRE
FrisHt () e
IR R 2R

HE_ZTTHF+_A=+—"BLEFE
8. WEDRuw
HitEREH
BE T FF+_H=+—HIFFE
Consolidated
Reportable ~ Adjustments  Adjustments  statement of
segments for for major comprehensive
total unallocated non-cash items  income total
Al 2 ]| Ko # FEIRE RAEZE
DEEE AR HEZHAE WamKREH
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TET TET
475,515 - - 475,515
58,595 (127,081) = (68,486)
534,110 (127,081) - 407,029
- (20,049) - (20,049)
= = (10,831,293)  (10,831,293)
10,958 - 45,622 56,580
= (151,682) 31,080 (120,602)
(25,736) (2,374) 5,612 (22,498)
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8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income
For the year ended 3 1st December, 2009 (Restated)

Major cash items excluding
in revenue
- Hong Kong
- ather countries

Revenue

Revenue from external customers
- Hong Kong
-PRC
- other countries

Revenue from external customers
after non-controlling interests
Attributable property sales from
associates
- Hong Kong
Attributable rental revenue from
associates
- Hong Kong
-PRC

Result

Segment result
- Hong Kong
-PRC
- other countries

BARSZEEREER

-
-EER

BA
RESBEPZHA
-E
- H
- Bt AR

REMRFRRERRL
NCESSLON
EEREAANEHE

-E
EEBREATHESUMA

-
il

ES
NEXE
-E#
- H
- B AR

Property leasing

FEZEBBEER

HE_TTNF+_H=1+—HILFE (EZ)

Listed securities

ESERS LmEs
Held-for- Unlisted
Available- trading Floating ~ investments,
Property forsale  investments rate  investment
development equiy andtreasury  andfixed holding and All other
and trading Retail  Non-retail  investments products  ratenotes  brokerage  segments Consolidated
KRR FLTRE
NEER A RER Bk REBRR fiE
REE Z2E FEE  HER HEER TERE BEBE  A00E Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiER TR TR TR TR TR TR TiET TR
= = = - 3760743 = = - 3760,743
= = = - 3434378 = = - 3434378
= = - 71195121 = = - 1195121
1,217,701 604,583 329,523 = (72,513) = 18,865 17245 2,115,404
= 41,313 37,637 = = = = = 78,950
= = - - (830%) - - - (830%)
1,217,701 645,896 367,160 - (115548) = 18,865 17245 2,151,319
1,213,856 644,812 365,194 - (115548) = 18,865 17245 2,144424
17,431 = = = = = = = 17431
= 1,153 22,674 = = = = = 23,827
= 54,261 4,245 = = = = = 58,506
1,231,287 700,226 392,113 - (115548) = 18,865 17245 2,244,188
71976 574,817 313,294 3722 193,566 11,366 114,039 37410 1,326,190
= 32,095 32,888 = = = 4,982 = 69,965
= = = = 320,980 = = = 320,980
71976 606,912 346,182 3122 514,546 11,366 119,021 37410 1,717,135



For the year ended 3 1st December, 2010

8. OPERATING SEGMENTS (contd)

HE

8.

Consolidated Statement of Comprehensive Income (Cont'd)
For the year ended 3 1st December, 2009 (Restated)

Other income, net
Share of results of associates
- attributable property sales, net
- Hong Kong

- attributable gross rental income

- Hong Kong
- PRC
- attributable operating cost
- Hong Kong
- PRC
- others

Non-controlling interests - allocated 2 RiER —E /5%

Finance cost on listed securities
investments and treasury
products, net

Loss on disposals of
investment property
Other gains and losses, net
- impairment loss recognised
in respect of advance
to an associate
- gain on disposals of
subsidiaries

Unallocated items
Unallocated other gains
and losses, net
Unallocated corporate expenses, net
Unallocated finance costs
Income tax expense
Unallocated non-controlling nterests

Core profit (excluding major
non-cash items)

Major non-cash items

- fair value changes on investment
properties(including share of
results of associates and
non-controlling interests)

- deferred tax expenses

Property leasing

W NN
K ==
P E

g

A (&)

FEZEWRBEER(E)

EFE

BHE—FZ

Listed securities

—E-FE A=t —ALFE

NF1+—A=1+—HIFFEZ (&3

Profit for the year attributable to &2 7 %5 AEfk

owners of the Company

IEi tHEs
Held-for- Unlisted
Available- trading Floating  investments,
Property forsale  investments rate  investment
development equiy andtreasury  andfied holding and All other
and trading Retail  Non-retail  investments products  rate notes brokerage segments  Consolidated
RIEER LmRE
NEER A RER FER  REBRR fiE
REE 26 ¥TE RERE HMEER TERER  SERE  EpAE wa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL AL TAL AL TAL TEL TEL TAL AL
EtRARE 16,060 - - - - - - - 16,060
BiEBENREE
- ElENEHEE
- &k 7599 - - - - - - - 7,599
-EtESRAEE
- Bk - 1,153 22,674 - - - = = 23,827
- = 54,261 4,245 = = = = = 58,506
- BlEEERA
- - (635) (6,692) - - - - - (1,327)
- - () (2563) - = - - @8T11) (82031
-Efy - - - - - - 162 (9251)  (9,089)
(2,009) = = = = (5,565) = - (15718
IHEFRERNEER
LHBERER
= = = - (1367 = = - (1367
99,626 628,934 363,846 3722 500,875 5801 119,183 (18552) 1,703,435
HERENEZER
- - (610) - - - - - (610)
ABERERER
- RN -EHERT
AERDLHEER
- (488) - - = - - - (488)
- HELANERR
¢ - - 48,951 - 3998 - - 102 53,051
99,626 628,446 412,187 3722 504,873 5801 119,183 (18,450) 1,755,388
AAEER
ARE AN
REERE 35,124
ROBZRRTEEE (201,335)
RABHBER (91,814)
FEBAR (70,633)
RPBFERER  (9408)
BOER (B
FReE8) 1,417,324
IRFBLEA
-RENEZATEED
(BEERBELT
RERFRRER)
8,710,559
- BERBRX (104,460)
REERA

10,023,423

-~
E—&

=

BEXEYH HH>

EHEEAHSY
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For the year ended 3 1st December, 2010

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Financial Position

At 3 1st December, 2009 (Restated)

Assets -4
Segment assets HRAE

- Hong Kong -B

- PRC and Macau - R RR

- other countries -EfER
Interests in associates BYDAER

- Hong Kong -BE

-PRC -
Advances to associates BANBERAFE

- Hong Kong -BE

-PRC -
Reportable segment assets ERAREE
Unallocated corporate assets A PG

Consolidated total assets GRBEE

Liabilities af

Segment liabiliies AREE
- Hong Kong -BE
- PRC and Macau - PERR
- other countries - EfhER

Reportable segment liabilities

Unallocated corporate liabiliies ~ AAEZARERE

Consolidated total liabilities neaBak

Additions to non-current assets FEZEFHEE

(other than financial GRIAREE
instruments and deferred HEEERD)
tax assets)

Property leasing

REMBMRRER

R-ZFZFAFF=A=+—H(EZ)

Listed securities

NEHE FiEs
Held-for- Unlisted
Available- trading Floating ~ investments,
Property for-sale  investments rate  investment
development equty andtreasuy  andfixed holding and All other
and trading Retal  Non-retall  investments products ~ ratenotes  brokerage  segments  Consolidated
RIEEE FEMRE
NEBR ey RER B8R REBRR i
REE 28 ¥TE RERE HMAEER RERB  SERB  EhHE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TiER TAL TAL TiER TR TR TATL TiER
1294396 29744249 12513919 1,313,098 646,284 267,009 535814 114,055 46,428,824
7,295,453 703,550 855,537 = = = = - 8854540
= = 6,540 - 1,089,568 = = - 1,096,108
116,591 15,220 702,116 = = = = 260 834,187
26,964 148,542 15,192 = = = = = 190,698
1,079,136 23,587 37,718 = = = = 5605 1,146,096
699,290 71,780 7,955 = = = = = 785,025
10511,830 30712928 14138977 1313098 1735852 267,009 535814 119970 59,335,478
23,887
59,359,365
114,374 347,954 159,264 6 1,237,290 466 68,008 17,962 1,945,324
506,867 16,690 13,538 = = = = = 537,095
= = 19 = 16 = = = 35
621,241 364,644 172,821 6 1,237,306 466 68,008 17,962 2,482,454
12,564,597
15,047,051
293,542 769,920 236,952 = = = = 648




For the year ended 3 1st December, 2010

8. OPERATING SEGMENTS (contd)

Other Material Items

For the year ended 3 1st December, 2009 (Restated)

BE-T-TF+-A=+—ALFE

QAR INKB (=
8. /\\]é = 77 AR (wﬁ)

=
N

¢

HtEXEE
BE—FTNF_A=1—RFUIFEE)

Consolidated

Reportable Adjustments Adjustments statement of
segments for for major ~ comprehensive
total unallocated  non-cash items income total
EEL ADE TEFRE FEEE
g kk 2B BEZHAE awResE
HK$'000 HK$'000 HK$'000 HK$'000
FET TER FAET FHET
Interest income FEHA 184,304 - - 184,304
Finance cost HBGER (13,671) (91,814) - (105,485)
Net interest income (expenses)  FlEUMA () F %8 170,633 (91,814) = 78,819
Depreciation e - (22,927) - (22,927)
Fair value changes BRENME L ATEZE
on investment properties - - 8,564,301 8,564,301
Share of results of associates BB E DR EE (8,515) - 153,321 144,806
Income tax expense PSR 2 - (70,633) (104,460) (175,093)
Non-controlling interests ST (7,574) (9,406) (7,063) (24,043)
9. OTHER INCOME 9. HitA
2010 2009
HK$°000 HK$'000
FET FHET
Included in other income are: H g A B4F -
Building management fee income BFEEBRA 96,092 74,614
Building management fee expenses EFEIRES (67,566) (47,060)
28,526 27,554
Forfeiture of deposits received RUGHE M ER S
on sales of properties 503 10,141
Arrangement fee income ZHEBE WA 66,116 -
Management and maintenance IR M RE RIGA
services income 8,641 —
Exchange gain, net M 5 I 55 % R - 1,681

-~
E—&

=

BEXEYE EHd
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For the year ended 31st December, 2010 HEZ TEF_A=1T—HILFE
10. INVESTMENT INCOME, NET 10. % & WA FFR
2010 2009
HK$'000 HK$'000
TERT FHET
Financial assets at fair value through BREERARRATERS SR
profit or loss classified REEFEECZEREE
as held-for-trading:
Unrealised (loss) gain arising FIFEERE AT EEZD
on change in fair value of MmEEZ AEHE (B18) s
investments held-for-trading (59,130) 18,173
Financial assets designated as EERBBERIN
at fair value through profit or loss: REEAFEZz RMEE
Unrealised gain (loss) arising RAEHFZAFEEZBMELZ
on change in fair value of bonds REB Wz (BH) 249,343 (16,771)
Realised (loss) gain arising RAEHFZAFEEZBMELZ
on change in fair value of bonds BEE (B1H) k= (27,279) 197,320
Realised gain arising on change RAEEHBER s A TEES
in fair value of credit-linked notes FEE 2 BE#R K - 48,087
Net gain arising on change in fair EERBBABRRARRAFEZ
value of financial assets designated CTREERNFEZIMELEZ
as at fair value through profit or loss Yogs ##8 222,064 228,636
Financial liabilities at fair value through BB 1828 bA R B A FAE 1 2 48
profit or loss classified REFEEEZCHMAE
as held-for-trading:
Unrealised loss arising on change AfTEemMI A ATEERT
in fair value of derivative EEZAREHER
financial instruments - (3,238)
Realised gain arising on change AfTEemMI A ATEEST
in fair value of EEXZEERKE
derivative financial instruments 3,238 24,432
Net gain arising on change ANEEEBEEWT ARER
in fair value of financial liabilities ?&’\* RIEFEEEZCRAR
at fair value through profit or Yz 88
loss classified as held-for-trading 3,238 21,194
Transfer from equity on disposals of HE EMAFEIRE KBRS
listed available-for-sale investments 106,685 -
Other investment income EMigE WA 3,583 -
Dividend income on: REWARE :
Listed investments EmHE
- available-for-sale investments -FERE 31,437 3,722
- other listed investments -Hp TR E 51,524 258,579
Unlisted investments ELEMEE 33,720 37,712
Interest income A2 A 470,171 177,489
Imputed interest income on: HEMEWA :
Advances to associates BN W/NETE /O] 14,271 15,322
Advance to a non-controlling B — RIS Hxﬂxﬁmlg
shareholder 328 328
877,891 761,155




For the year ended 3 1st December, 2010

10.

INVESTMENT INCOME, NET (contd)

Included in interest income are interests from bonds, listed floating
rate notes and unlisted floating rate and fixed rate notes
approximately HK$406,326,000, HK$ 1,225,000 and HK$8,206,000
respectively (year ended 31st December, 2009: bonds
HK$60,703,000, credit-linked notes HK$13,000,000, listed floating
rate notes HK$1,608,000 and unlisted floating rate and fixed rate
notes HK$8,969,000) and interest expenses from derivative financial
instruments HK$1,021,000 (year ended 31st December, 2009:
income of HK$29,809,000).

. OTHER EXPENSES

Included in other expenses are: Hh e -
Amortisation of intangible assets BB ERH
Expenses for specific transactions RFERXRZHHAX

. ASSET CLASSIFIED AS HELD FOR SALE

On 3rd September, 2010, Earn Elite Development Limited, an indirect
wholly owned subsidiary of the Company entered into a sale and
purchase agreement with an independent third party in relation to
the disposal of investment properties located at Tuen Mun Centre,
New Territories (the “Property”) at consideration of HK$80,000,000.
The Property were satisfied by the purchaser in cash and completed
on 7th February, 2011. In accordance with HKFRS 5, “Non-current
Assets Held for Sale and Discontinued Operations”, the above
investment properties have been presented as asset classified as
held for sale in the consolidated statements of financial position as

at 31st December, 2010.

BE-T-TF+-A=+—ALFE

10.

11.

12.

TEW A FHEE @)

FMBWAZHEIEES - EHEERRE -
FEMEERELERBZHES AL
406,326,000/ 7T * 1,225,000/ 7t &
8,206,000 T (BHE_ZEZNF+ A=
+—HIEFE : E%60,703,000 7T * 15
EB#ZE$13,000,0008 T « EZEEE
11,608,000 7T & 3F ET)E B KRTEBEE
8,969,000/ 70) RATHE &R T AR B H
1,021,000 (BEZZEZTNF+ZA=
+—HIEFE : W A29,809,000%7T) °

H A B 52

2010 2009

HK$'000 HK$'000

FTHER T

2,860 2,860

6,916 3,994
JIRFHIELECEE

MNZZE—ZEHA=B &2 ERE 2
BRAREBYE= AN EE R - UK
{E#) /80,000,000 7T tH ERIFT R+ H
FIp b2 B ([ZWE]) - ZWHEE
BEZTKBHAR_T——F_HAtHER
WIAR S KR - RIEE B RS LERES
5 HEHE ZIEMBEE R R IEEE
%5l U ERBEMER_ZT—ZTF+_A
=T —BZEEMBRARRS ARFEL
EZEE °

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

-~
E—&

=

BEXEYE b



For the year ended 3 1st December, 2010 BE_Z—ZSF+_A=+—HLFE
2 13. (LOSS) PROFIT FOR THE YEAR 13. REE (B18) & A
(-]
=
2 2010 2009
& HK$'000 HK$'000
3 Tz THT
§ g (Restated)
e (&31))
o &
® B i
% E (Loss) Profit for the year has been RNEE (B1E) B E
g % arrived at after (charging) crediting:  (30B%) 7t A ¢
v Total staff costs: EERAMEE
= Staff costs, including EBEXKEN (BREEFHE)
% Directors’ emoluments (144,691) (117,383)
2 Retirement benefits scheme RIRAE TS EIEER
= contributions, net of forfeited MR B R UK 397,000/ 7T
contributions of HK$397,000 (ZZEZNF : 320,000 7T)
(2009: HK$320,000) (6,449) (5,302)
(151,140) (122,685)
Auditors’ remuneration % 2D B & (3,079) (3,479)
Exchange loss, net [ 5 B 18 F 58 (6,437) -
Depreciation e (20,049) (22,927)
Cost of trading properties recognised & & ¥ % i N HE 2 (1,128,564) (1,091,214)
Cost of cosmetic products recognised  1b5& i AX 25 #E 7R (4,564) (3,189)
Share of tax of associates (included in ##{5 B & 2 75118
share of results of associates) (Bt AB OB E DR EE) 1,090 (4,205)
Gross proceeds on sale of HEREEERE B RIBAE
investments held-for-trading 7,910,196 7,195,121
Carrying amount on investments HERIFEERE ZREE
held-for-trading disposed (8,044,191) (7,295,811)
Transaction cost on investments HEREEERE ZRHHA
held-for-trading disposed (14,512) (14,858)
Net loss on sale of investments FARARAZFHEEERE Z
held-for-trading included in revenue = bk (148,507) (115,548)
(@)
5 s,
» Gross rental income from wEHEHS WAL
% investment properties 1,126,260 1,013,056
D_; Less: Direct operating expenses from & : RFEEELERSKAZ
g investment properties that REMEEELERX
Z generated rental income
= during the year (60,309) (47,046)
% Direct operating expenses from REEWEELHSHAZ
? investment properties that BREMEEEKLERS
E did not generate rental income
3 during the year (353) (12,916)
T
oh
= 1,065,598 953,094
=
(7]
d
[ER]
h
z
I
(v}



For the year ended 3 1st December, 2010

14. FINANCE COSTS

Interest on: ME
Bank loans wholly repayable ARAFAZHEEREZ
within five years IRITE K
Bank loans wholly repayable ARAFREHERZ
over five years RITE K
Other loans wholly repayable ARAFAZHERZ
within five years HMER

RE — R IR IR

Amounts due to a non-controlling

shareholder

Imputed interest on: BENE
Amounts due to associates R BB N A FRIB
Amounts due to a non-controlling RE—AFERRRRIE
shareholder
Total interest F B 4258

SN B SREE 3 (W at) B 18

Exchange (gain) loss on translation of
foreign currency loans

H b5 & M

Other finance costs

B BRERTYVEER

Less: Interest capitalised to stock of

properties under development B b2 FLE
Interest capitalised to investment BrERPREME
properties under development B2 FLE

HE—

—EF+-A=+—AILFE
MBEH
2010 2009
HK$'000 HK$'000
FET FHET
146,902 90,920
1,302 6,220
5,497 2,733
1,849 =
155,550 99,873
465 465
2,894 2,934
3,359 3,399
158,909 103,272
(64,092) 10,938
16,798 13,683
111,615 127,893
(39,782) (15,082)
(3,347) (7,326)
68,486 105,485
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For the year ended 3 1st December, 2010

15. OTHER GAINS AND LOSSES, NET

Included in other gains

and losses, net are:

Gain on bargain purchase of
a subsidiary (Note 1)

Fair value loss on step acquisition of
a subsidiary

Gain on disposals of
subsidiaries (Note 2)

Gain on deemed disposal of
a subsidiary (Note 3)

Gain on disposals of
subsidiaries (Note 4)

Impairment loss reversed
(recognised) in respect of
advance to an associate

Impairment loss recognised
in respect of interest

in an associate

BE-T-TFEI-A=+—ALFE

Hiplas REEFREHE

—HME AR ZHEBE KBRS

(MH3E1)
BLWE—FHNBARZ
AFEEE
& % T B A Bl 2 W ek
(Pt3E2)

BIELE — KB ARz
(BFE3)
& 2 R B B A 7] 2 W3S (Bt aE4)

FhEL N — PR Bt & X B RIR
o (FER) 2 RIEEE

R 2 R R R R REER

Gain on bargain purchase of a subsidiary arose from acquisition
of remaining 50% interest in an associate. Details of the acquisition
are set out in Note 47(a).

Gain on disposals of subsidiaries for the year arose from connected
transaction in relation to the disposals of three investment
properties including various shops at Excelsior Plaza, Laforet and
Southorn Centre to the companies wholly-owned by a Director
and a substantial shareholder. Details of the disposals are set out
in Note 48(a).

Gain on deemed disposal of a subsidiary arose from deemed
disposal of 8.27% interest in G-Prop (Holdings) Limited (“G-Prop”)
by placing on 17th June, 2009. The Group then holds 41.93%
shareholding in G-Prop and G-Prop remained a subsidiary of the
Company.

Gain on disposals of subsidiaries arose from connected transaction
in relation to the disposals of two properties in United Kingdom
and two credit-linked notes to Wisdom Hero Limited (a company
wholly-owned by a Director), or a Director and a substantial
shareholder. Details of the disposals are set out in Note 48(b).

w

15. b5 K B 18 558

2010 2009
HK$'000 HK$'000
FExT TAT
13,000 -
(7,253) -
13,477 -

- 35,134

- 53,051

653 (488)

= (3,300)

— TR M B A Bz s (B Y B s T R W
— B2 A RIER T 2 50%H m (W
BHENHI A7) -

AEE - HEARBEIZFHE=FEE
BY - BRES 2 E - R Alaforet
MEEP L2 ZERH TR UESHR
FERREEREZZHNB AT ZU
= (HEFBERKIE48()) °

BRIEHE KB AR 2Rz Wz
ARZZEENFSA+EHURESRX
RIELESECEBRAR([SED 2
8.27% sz - AEBEAURFESE
41.930%#E k& ENBAAR 2B

A

TEARBER 5 S H MR
Bl 2 Y3 R s BRI 2 % R
B A & FWisdom Hero Limited (f —£z
EE2EMEZ AR K— I ESHRE
DREBEZRE (HEFBIHRM
48(b)) ©



For the year ended 3 1st December, 2010 B

16.

DIRECTORS" EMOLUMENTS 16.

Fees and other emoluments paid or payable to each of the six (2009:
six) directors for the years ended 31st December, 2010 and 2009

were as follows:

—E-FE A=t —ALFE

N
e

= E
REBEZ2—_Z—ZFR_ZTZFNF+_HA

+T—HEFEENKERTFARBRES
ZETNF AR BB e REME
N

—

2010 2009

Salaries Salaries

and other and other
Fee emoluments Total Fee  emoluments Total

HER Hek
ne Hitt# & &t ik Hite G
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TET TET THET THET THET
Mr. Joseph Lau, Luen-hung 2860 A& - 18,000 18,000 - 18,000 18,000
Mr. Lau, Ming-wai B gLt 240 - 240 220 - 220
Ms. Amy Lau, Yuk-wai AEELt 240 - 240 220 - 220
Mr. Chan, Kwok-wai BREIR £ & 240 - 240 220 - 220
Ms. Phillis Loh, Lai-ping ERNUL 240 - 240 220 - 220
Mr. Ma, Tsz-chun BSEELE 240 - 240 220 - 220
1,200 18,000 19,200 1,100 18,000 19,100

No Directors waived any emoluments for the years ended
31st December, 2010 and 2009.

EMPLOYEES' EMOLUMENTS 17.

Of the five individuals with the highest emoluments in the Group,
one (2009: one) was executive director of the Company whose
emoluments are included in the disclosures in Note 16 above. The
emoluments of the remaining four (2009: four) individuals for the

years ended 31st December, 2010 and 2009 were as follows:

Salaries and other benefits Fre MHEMAE R
Retirement benefit RORAEFIFT B 5%
scheme contributions

EEHEREBE T TFR_TTNF
T A=t ALFEAREREREAE -

& & B

rEEREERFMALY  —R(CET
NEF  —B) RARFRIMTES  ®EZH
MR EXE16HE - BE—F—FF
E_ZBAE+_A=+—RILFENE
(ZFZENF : mR) EHRIATZHME N
T

N
v

2010 2009
HK$'000 HK$'000
TER TR
7,188 6,219
442 395
7,630 6,614

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

=

-~
E—&

BEXEYE b



Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 3 1st December, 2010

17. EMPLOYEES" EMOLUMENTS (cont'd) 17.

Their emoluments were within the following bands:

Nil — HK$ 1,000,000 Z — 1,000,000/ 7T

HK$1,000,001 — HK$1,500,000 1,000,001/ 7T — 1,500,0007% 7T
HK$1,500,001 — HK$2,000,000 1,500,001/ 7T — 2,000,0007% 7T
HK$2,000,001 — HK$2,500,000 2,000,001/ 7t —2,500,0007% 7T

During the years ended 31st December, 2010 and 2009, 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 or as compensation for loss of office.

BE-T-TFEI-A=+—ALFE

& ()

1 B B
BEZMED TIIER
Number of employees

BEAH
2010 2009

RZE—ZFRZFTNF+ZA=+T—
HIEFER @ REBHBELSRSIMARSE
3 5 70 N A 2 B [ S5 1/ % B BB A 15 T () =%
FEBRRTMATHKESEIHERBME -

. INCOME TAX EXPENSE 18. PS5 Mt F 52
2010 2009
HK$°000 HK$'000
FET FiETT
(Restated)
(E7))
The charge comprises: MIAF X B4 :
Current tax: g HTIE
Hong Kong Profits Tax BEMEH 77,035 42,500
Other than Hong Kong BB LASN D (@ 54,844 10,266
131,879 52,766
Underprovision (overprovision) BEFERETR
in prior years: (EBEEREE) -
Hong Kong Profits Tax BERENEH 6,999 (14,094)
Other than Hong Kong BB AN B - (6)
6,999 (14,100)
Deferred tax: EIERIA
Current year (credit) charge REE (FE) AL (18,276) 136,427
120,602 175,093




For the year ended 3 1st December, 2010 BE-_ZT—ZTF+_A=+—HLFE
18. INCOME TAX EXPENSE (contd) 18. ﬁﬁ?%%)%ﬂéw@
Hong Kong Profits Tax is calculated at 16.5% (2009: 16.5%) on BB NEH HRIEARFE 2 (bt R DR
the estimated assessable profits for the year. Taxation arising in other IR E16.5% (ZFZNF : 16.5%) 5F
jurisdictions is calculated at the rates prevailing in the relevant g Hith Al AR EE 2 IR G 7
jurisdictions. EER BT EE o
The income tax charge for the year can be reconciled to the (loss) NEE 2 TSHix i Bir & 2 E e Wk
profit before tax per the consolidated statement of comprehensive ZBRBEAT (B48) M A E BRI T -
income as follows:
2010 2009
HK$000 % HK$'000 %
FER FHT
(Restated)
(E31)
(Loss) profit before tax R Al (B18) & Fl (8,715,145) 10,222,559
Tax at the Hong Kong Profits BREBENERRTE16.5%
Tax rate of 16.5% (2009: 16.5%) (ZZTNF : 165%)
ATEZBR (1,437,999) 16.5 1,686,722 16.5
Tax effect of share of BEHENTEEL
results of associates M F 2 (9,336) 0.1 (23,893) (0.2)
Tax effect of expenses not A S A AR
deductible for tax purpose THZB BT E 1,789,389 (20.5) 22,193 0.2
Tax effect of income not FAH M S BARD
taxable for tax purpose WAZRBRE (173,919) 2.0 (1,554,315) (15.2)
Underprovision (overprovision) BAFERETE
in respect of prior years (EREEE ) 6,999 (0.1) (14,100) 0.1
Tax effect of tax losses not recognised KR Z HIEEE 2
Bye 73,808 (0.9) 72,084 0.7
Utilisation of tax losses previously BRI AR TR
not recognised B E R (39,312) 0.5 (108,497) (1.1)
Tax effect on accelerated accounting  BEFEREE 2 MRS
depreciation over tax depreciation NERBHBEHE
not provided in prior years Mz & (98,168) 1.1 (7,277) (0.1)
Effect of different tax rates of EHEMAEEER S 2
subsidiaries operating B8 2~ B3 A Z
in other jurisdictions TRABEZZE 9,140 (0.1) 102,176 1.0
Tax charge for the year AEFEHIERX 120,602 (1.4) 175,093 1.7
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For the year ended 31st December, 2010 HE_ZT-ZTF+_A=1t—HILFE
19. DIVIDENDS 19. HX/L,\
2010 2009
HK$°000 HK$'000
FER FET
(a) Final dividend for 2009 paid (@ m» —ZTFXANAE
on 9th June, 2010 of HK1 cent /JTEHZ_v ThE
(2008: final dividend of HK1 cent ﬂiﬁﬁﬂx 838 1L
and special dividend of HK99 cents) (ZZTNF : REKRE
per share B RERIRE
BAR99H L) 19,500 2,006,305
(b) No interim dividend for 2010 (b) = fiﬂ/ﬁﬁﬁpﬁﬂﬂx =l
(2009: HK2 cents per share) ( ZENF - BAR2E) - 39,197
(¢) Special dividend for 2010 paid ©R=ZZE—Z=FHLA=F+/\H
on 28th September, 2010 of /)Kﬁff TERRIRE
HK40 cents (2009: HK63 cents) tH§40,%ﬂJJ
per share (ZZ2ZNE : BRe3/HEM) 763,048 1,228,500
782,548 3,274,002
Final dividend of HK1 cent (2009: HK1 cent) per share have been EFgERRNREREGRIABW(ZE
proposed by the Directors and are subject to approval by the ZRE 1B - BERRRERERRE
shareholders in the forthcoming annual general meeting. FREG LA -
20. (LOSS) EARNINGS PER SHARE 20. B% (E518) B A

The calculation of the basic and diluted (loss) earnings per share

attributable to owners of the Company is based on the following data:

ARBEAANEEZBRERARES (B
B) BATRBATBIBFE :

2010 2009
HK$'000 HK$'000
FERT FAT
(Restated)
(E3)
(Loss) earnings: (B5#8) &7 :
(Loss) earnings for the purposes of STESRERKEE (E18)
basic and diluted (loss) earnings per share & ¥ 2 (E518) Z 7
((loss) profit for the year (RRARERANEHRZ
attributable to owners of the Company) REEZ (EE) mA) (8,858,245) 10,023,423
Number of shares
R 5 & E
2010 2009
Number of shares: RAHEA
Weighted average number of SHESRERREE (F18)
ordinary shares for the purposes of B 2 E i AR e S 1 2R
basic and diluted (loss) earnings per share 1,925,225,796 1,995,051,304

Diluted (loss) earnings per share for the years ended 3 1st December, HEZZT
2010 and 2009 was the same as the basic (loss) earnings per

share as there was no diluting events during both years.

(E18) BAAER -

—ZRER_FFNF+ A=
—BLEEE ARYEEEER KL
MEE 2 SIS (B1R) 2 EgRER
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For the year ended 3 1st December, 2010

21

. INVESTMENT PROPERTIES

Cost or fair value

At Tst January, 2009
Additions
Construction costs incurred
for investment properties
Transfer from properties under development

Transfer from properties and other fixed assets

Exchange adjustments
Increase in fair value recognised in
the consolidated statement
of comprehensive income
Disposals of subsidiaries (Note 48 (b))
Disposals

At 31st December, 2009
Acquisition of a subsidiary (Note 47 (a))
Additions
Construction costs incurred

for investment properties
Transfer to asset classified as held for sale
Transfer to properties and other fixed assets
Exchange adjustments
Decrease in fair value recognised in

the consolidated statement

of comprehensive income
Disposals of subsidiaries (Note 48 (a))
Disposals

At 31st December, 2010

Breakdowns of investment properties:

Completed investment properties

Investment properties under
construction at fair value

Investment properties under
construction at cost

HE_ZT—

EEREEME
BRAFEZEBZTRENE

WA 2 B R B

BE+=A=+—HILEE
21. REMF

HK$'000
T T
RASHAFE
RZZEZNF—H—H 30,302,580
RE 130,220
WEBYFEE £ 7 BENA
803,557
WERP Y EER 86,496
e 2 I HoAth [E E & B S 1,207,982
PE 5 5 & 3,570
EA,mA%ﬁu& SRR PR
A AN
8,564,301
& Z B A A (FsE48(b)) (380,499)
HE (9,725)
RZEZENF+=—A=+—H 40,708,482
Ui — Rk B 2 R) (FIsE47(a)) 47,000
RE 155,497
WEYFEEE 7 BENA
753,366
EREI R EHECAE (80,000)
BT R KA E & E (114,400)
bE 3 S & 59,302
Eéné%ﬁuﬂzai&i%ﬂhﬁéﬁﬁ
A ER D
(10,831,293)
& Z B A R (HEE48(a)) (3,277,000)
HE (1,930)
R-ZE—ZHF+=-A=+-—H 27,419,024
HEMEDH
2010 2009
HK$'000 HK$'000
FHET FHT
25,337,077 31,224,690
267,000 8,082,000
1,814,947 1,401,792
27,419,024 40,708,482
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For the year ended 3 1st December, 2010

21. INVESTMENT PROPERTIES (contd)

The market value of the Group's investment properties (included
investment properties under construction at fair value) at
31st December, 2010 have been arrived at on the basis of valuation
carried out on that date by Messrs. B.I. Appraisals Limited (“B.l.
Appraisals”) (2009: Messrs. Norton Appraisals Limited (“Norton
Appraisals")), independent qualified professional valuers not
connected with the Group who has appropriate qualifications and
recent experience in the valuation of similar properties in the relevant

locations.

The valuation report for the investment properties at 3 1st December,
2010 is signed by a director of B.I. Appraisals, who are members 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.

All of the Group's property interests held under operating leases to
earn rentals or for capital appreciation purposes, are measured using
the fair value model and are classified and accounted for as

investment properties.

For the investment properties under construction at cost, when fair
value of investment properties under construction at cost were not
reliably measurable, the investment properties under construction
at cost were measured at cost, less any impairment loss, until the
earlier of the date of construction is completed and the date at

which fair value become reliably measurable.

The carrying value of investment properties shown above comprises:

Properties in Hong Kong held under:
Long-term lease
Medium-term lease

RHIAEK
EITE KD

Properties outside Hong Kong
held under:
Medium-term lease

ZWE
R

REBAIMRIATHORE

BE-T-TFEI-A=+—ALFE

21.

REBRATHOFTE 2 M

S a=IEAC )

HAREEWRBE B IS EREEME
E{R B BR A AR A A (REBREDE
BER-_ZE—ZFF+_A=+—HF#T
ZHEAEE  (ZTTNF : THEEKT
HERAR([EHER])) - stEREEE
EME (BIFERATEZBERIZREME)
RZBzhE -  EFEEEFEEERK
BT INE RH A AEREh RS 2 RAEYI 5 2 488 o

W_B—BF+-A=+—H BEANE
2 ERSERERREE (EE RS
FRA)EE  AMEEDATELARNHS
B 2 R R (S BB REE—
WD) - LR EAEEETEL -

BRBEXROFEARRES S EREE
ZAREBMRAEMEESTIRA R FERRN
AtE ANBRARINEREME -

SRR 2 BZ R IR EYE - BRRAZ
MR EYERZ AT EBEN SEE
TE AR BCAN R E AR B B 1R A E A AR
ZEGEPREYE  BEETKEEARA
FEHEATEHEER (AREERE)
e =

LREEYRZEEERR

2010 2009

HK$°000 HK$'000

TER TR

19,374,605 30,288,160
5,067,030 7,832,830
24,441,635 38,120,990
2,977,389 2,587,492

27,419,024 40,708,482




RE-T-TF+-A=+—ALEE
22. i@%&ﬁ\ﬁﬂiéﬁ

For the year ended 3 1st December, 2010

22. PROPERTIES AND OTHER FIXED ASSETS

s |

Furniture, Yachts and
Leasehold fixtures and motor
land Buildings  equipments vehicles Total
B £8
RELH BT ET ] ERRTE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL THIL THL THL
(Restated)
(Z31)
Cost or valuation RAEE
At st January, 2009 RZZENE-R—-H
(originally stated) (R % 251) - 73,840 93,711 82,259 249,810
Effect of change in accounting policy ~ B BFEH 2 FE 1,603,067 - - - 1,603,067
At Tst January, 2009 (restated) RZZENE—R—R(E]) 1,603,067 73,840 93,711 82,259 1,852,877
Additions NE = = 3933 3,770 7703
Transfer to investment properties ERERENE (1,266,007) - - - (1,266,007)
Disposals HE - - (56) (1,604) (1,660)
Exchange adjustments 5 R E - - 4 4 8
At 315t December, 2009 (restated) RZZEENET-A=+—H
(E51) 337060 73,840 97,592 84,429 592,921
Transfer from investment properties RREMEER 99,900 14,500 - - 114,400
Additions AE = = 8,756 316 9,072
Disposals/written off HE /i - - (68,413) (381) (68,794)
Exchange adjustments B 5 R - - 178 117 295
At 31st December, 2010 RZZ-SE+-A=+—H 436,960 88,340 38,113 84,481 647,894
Depreciation and impairment ﬁ%&}mﬁ
At st January, 2009 (originally stated) —ZZNF-A-H
(F £E25) - 13,551 81,408 50,112 145,071
Effect of change in accounting policy ~ S BREB 22 66,114 - - - 66,114
At Tst January, 2009 (restated) RZZENE—A—R(E]) 66,114 13,551 81,408 50,112 211,185
Charge for the year ERTE 790 1,846 5,571 14,720 22,927
Capitalised to stock of properties BRARELE
held for sales NEFEEAR - - 151 - 151
Transfer to investment properties BRERENZE (58,025) - - - (58,025)
Elimination upon disposals it 5 B 98 - - (52) (1,494) (1,546)
Exchange adjustments B 5 % = = 2 1 3
At 315t December, 2009 (restated) RZEBNETZA=+-H
(&7) 8,879 15,397 87,080 63,339 174,695
Charge for the year ERTE 1,041 2,209 5,741 11,058 20,049
Capitalised to stock of properties BRARELEL
held for sales NEFEEA - - 184 = 184
Elimination upon HERHE/ M
disposals/written off - - (68,381) (381) (68,762)
Exchange adjustments B 5 & - - 82 57 139
At 315t December, 2010 R-E-24+-A=t+-8 9,920 17,606 24,706 74,073 126,305
Carrying amounts REE
At 31st December, 2010 R-E-Z5+-B=1-H 427,040 70,734 13,407 10,408 521,589
At 315t December, 2009 (restated) RZZENET-A=+—H
(&7) 328,181 58,443 10512 21,090 418,226
At st January, 2009 (restated) RZZEN5-A—-H
@H) 1,536,953 60,289 12,303 32,147 1,641,692

The Group's leasehold land and buildings are situated in Hong Kong

and held under long-term leases.

AEBZHEL M EEFHUREBLIR
RHBENFA -
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23. PROPERTIES UNDER DEVELOPMENT

24.

BE_ZT-ZTFEF_HA=+—HIFE

23, %éﬁ)?eﬂ?%%

HK$'000
FHET
Cost AR
At Tst January, 2009 —ETNF—HA—H 86,496
Transfer to investment properties HEEIREYE (86,496)
At 31st December, 2009 RZEZENF+=-_A=+—H
and 31st December, 2010 KT —ZTF+=A=+—8H -
Carrying amounts FRIEIE
At 31st December, 2009 R=ZFBAF+=A=+—H
and 31st December, 2010 k—=2—ZF5+=-A=+—H -
PREPAID LEASE PAYMENTS 24. AN MHEIA
HK$'000
T T
At 1st January, 2009 (originally stated) —EENF—A—H(RER5) 1,536,953
Effect of change in accounting policy 2 .ﬁ‘BZM By E (1,536,953)
At 1st January, 2009 (restated) R-ZZNFE—H—H (&) =
At 31st December, 2009 (restated) RZEBEZNF+=ZA=+—H(F3)
and 31st December, 2010 EZE—ZFF+ZH=+—H -
Carrying amounts IREE
At 31st December, 2009 R=ZFBAF+=A=+—H
and 31st December, 2010 FE—ZE—ZF+_-_HA=+—H -
The prepaid lease payments of HK$1,536,953,000 was classified HRETHR 2 BB ERIE 175 (BFT
as leasehold land under properties and other fixed assets as a result K) z 2 BNFEEFTEZ1,536,953,000
of change in accounting policy under HKAS 17 (Amendment). BLESRENMERAMEETEEZHE

Tl e



s |

For the year ended 3 1st December, 2010

25. PROPERTY INTERESTS HELD FOR FUTURE

DEVELOPMENT

Cost R

At Tst January and 31st December
Impairment loss WAE & B
At 1st January and 31st December
Carrying amounts FRIEIE

At 1st January and 31st December

The property interests held for a development project are located in
Chenghai Royal Garden, Shantou, the PRC. On 30th September,
2008, the property interests held for the development project was
disposed to a wholly-owned subsidiary of the Company. 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.

HE—
25.

R—A—HBE+=ZA=+—H

R—HA—BE+=-HA=t+—H

R—A—HBE+=ZA=+—H

ZEZFET_A=+T—RHILFEE

FIERRER XS

Y

2010 2009
HK$'000 HK$'000
FHET T T
71,118 71,118
(71,118) (71,118)

FFBRIAR 2 MR B T+ BOWSE
mu@@%ﬁa cRZBFENFENA=T

R EERERMEERCHE TR
&ﬁZiéW%Lﬂ°ﬁ%%*nh:¢
NATRBEEEHRE B BRI
EREENER (TR » "EED XA

ETER - AREHEBRETETRL -
YRIEZARMERKREES °

RZZZTRFWMA - REBMILETF R
ABRERT ([H AR AR ) 1A\l 58 i A7 21 62 B
TERB([(BEER]) BAZERRF - &
IEER o R RAETEE 7] & Uk Bl = (8 5058
ERBEERzEMER  AEEER=-F
TP F g E B EEL71,118,000/8 7T 2
2B -

RZBEREFTZAZ+NA » RfER
HOREE RSB B o A BEERR
“ERLF At =HRAERERRA
%ﬁ”%ﬁ%ﬁﬁf?iﬁ$='ﬁ$
%lﬁEW_77t¢ A+t=HaS
N El

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

N

=

E—&

BEXEYE b



Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010
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25. PROPERTY INTERESTS HELD FOR FUTURE

DEVELOPMENT (contd)

On 27th June, 2007, the 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.

On 12th August, 2008, the Intermediate Court issued the civil ruling
of dismissing the Group's civil claim. The Group initiated an
application for appeal to the High Court after receiving the ruling
and submitted all legal documents required in the application on
2nd September, 2008 that the appeal was rejected on 17th
December, 2008. On 1st June, 2009, the Group has submitted all
legal documents and application for appeal to the Supreme People's
Court (the "Supreme Court"). On 27th July, 2009, the Supreme
Court notified the Group that the application of appeal was

processing.

On 23rd November, 2009, the Supreme Court made the judgment
as follows: (1) order the High Court to rehear the case; and (2)

suspend the execution of the original judgment during the rehearing.

On 7th September, 2010, the High Court made the judgment as
follows: (1) the judgment made by the High Court on 17th
December, 2008 and the judgment made by the Intermediate Court
on 12th August, 2008 were revoked; and (2) the case was remitted

to the Intermediate Court for rehearing.

HE_Z

25.

—ZEF+_A=+—HILFE

BFIEBRERZVEER®

RZBZLEF A TEH - S8ERE
XEBEBER EFRBBLAELATHR
(WBEERAER —_EENF+ A=+
NBERZ#IR - RQ)ZEMFHREZEH
FTERENRA - RZZEZLFENA -+
— R RARREX R NEAREF R

=

ENEZA+NAR - PRERAE
ABBERANEAZ —TTN\F

ot

m m\\
)
B MH

REZEZENFNA+T-R - PRER T =
RERTEFQAEENRERE - K3

ZREER AEER A EREBS
FOUWRZEZENFAARERBERR

FHEEOEEXM - RARERER—_FTN\F
ToATERERAEERDZ LF - R
“ZEZNFRA—R  AEEERTEK
B ARER ([&&ER]) B3 L FILER
REMBNEEEEXM - R-TTNF
tAZt+tR  AEBCEERSERBMN
% LR REEFEERIES -

RIEZAF+—H-+=H " &&%k
FEHITHEE - (NESERERBEZ
= RQBESHRE  PIFRFENRT -

RIE-—ZFNALE  SAERTER
EHEE AT (DRBESAERER
—FENFF AT AR ZEERS
FERER —TZNFNA T BIEH 2 &
E o RQZRGBLPREREE -



For the year ended 3 1st December, 2010

26. INTANGIBLE ASSETS

Cost

At Tst January, 2009,
31st December, 2009
and 31st December, 2010

Amortisation and
impairment
At Tst January, 2009

Amortisation for the year

At 31st December, 2009

Amortisation for the year

At 31st December, 2010

Carrying amounts
At 31st December, 2010

At 31st December, 2009

The amortisation expense has been included in the other expenses

in the consolidated statement of comprehensive income.

The above intangible assets have definite useful lives. Such intangible

assets are amortised on a straight-line basis over five years.

BE-T-TF+-A=+—ALFE

26. B & E

Trading and

exchange
rights Trademark Total
BEE
RESRE [k a5t
HK$'000 HK$'000 HK$'000
FET FET FET
2%
R-_ZTZNEFE—A—H
—EENF+=—A=1+—H
;r—E-—ZEF+-_F=+—H 2,705 14,300 17,005
8 &R E
RZZEENF—F—H 2,705 4,290 6,995
PINCiE - 2,860 2,860
R-EEZNF+-_HA=+—H 2,705 7,150 9,855
NG - 2,860 2,860
RZE—ZEF+=-HA=+—H 2,705 10,010 12,715
BREE
R-ZE—ZFF+-H=+—H - 4,290 4,290
RZEZENF+=_A=+—H - 7,150 7,150

BIERAX O AR 2HRERR ZEM
sz e

BT EEEBRERERFHY - A
BRI DS -
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For the year ended 3 1st December, 2010

27. GOODWILL

Cost
At 1st January, 2009

Derecognised on deemed disposal of a subsidiary

At 31st December, 2009
and 31st December, 2010

Impairment

At 1st January, 2009, 31st December, 2009
and 31st December, 2010

Carrying amounts
At 31st December, 2010

At 31st December, 2009

BE_ZT-ZTFEF_HA=+—HIFE

27. @ﬁ%
HK$'000
T T
2%

RZZEZENF—H—H 56,058
RAIEH & —FHM B A RRRIEER (1,369)
R_FEZANF+_A=+—8

NZFE-—ZTF+-_A=+—H 54,689
A
R=_ZEENF—A—H

—EENF+=-_A=+—H

r—E—ZEF+=-F=+—8H 47748
BREE
R=-ZE—ZHF+=-A=+-—H 6,941

RZZEENF+_A=+—H 6,941

Impairment testing of goodwill

For the purpose of impairment testing, goodwill has been allocated
to the following cash-generating unit. The carrying amount of goodwill
(net of accumulated impairment losses) as at 31st December, 2010

and 2009 is allocated as follows:

Investment properties REYE

The recoverable amount of the goodwill allocated to investment
properties business was assessed by reference to value-in-use model
which based on a five-year cash flow projection approved by the
Directors. A discount rate of approximately 11.67% (2009: 15.35%)
per annum was applied in the value-in-use model when assessing

the recoverability of the goodwill.

AR R ERE

SUBRERIEME - Fﬁ%}E PERETIIRE
ELXBN -NR_F-—ZFTFER_ZFFTIhF
T-A=+—H 'Péﬁ%izﬁéﬁ{ (k% Rt
BEER) DEMT

2010 2009
HK$'000 HK$'000
T TAT
6,941 6,941

EREMEERB 2 EERARDERETD
BEZEZEHEZAFRESRETER - I
SZGRAEBEERETIMN - RTMEEE
Z A ERER - FEREEEXRAZF
B ENR/11.67E (ZEZNEF : 15.35
[E) -



For the year ended 3 1st December, 2010

27. GOODWILL (contd)

There are a number of assumptions and estimates involved for the
preparation of the cash flow projection. Key assumptions included
gross margin and discount rate which are determined by the
management of the Group based on past performance and its
expectation for market development. Gross margin are budgeted
gross margin. The discount rate used is pre-tax and reflect specific

risks relating to the industry.

28. INTERESTS IN ASSOCIATES

BE-T-TF+-A=+—ALFE

27.

28. Bt & N TlEm

SRS

WERSREBAY R ZBBERIEET
IZBRREEEAKEEEEREAER
ANEH-THEERBABEEZEMNELM
BE o FRXRTAEENE - MAKRABZ
REIR R R AR BLAT - M RARERTT A0RE 2
1 E LR

Y

31st December, 31st December, 1st January,
2010 2009 2009
—E-ZF —ZETNF —ZTNF
t=BA=+—-H +=ZRA=+—H —A—H
HK$°000 HK$'000 HK$'000
FERT FAT FAT
(Restated) (Restated)
(&%) (&31))
Cost of investment in associates % & B & A & A A
Unlisted JEET 283,667 283,667 283,667
Share of post-acquisition profits #1f 4g #5 1% & A
and other comprehensive K H fth 2 E s
income, net of kB W S
dividend received 760,389 741,218 570,423
1,044,056 1,024,885 854,090

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

statement of financial position.

Particulars of the Group's principal associates at 31st December,

2010 are set out in Note 56.

ARRREARFERESEBEARER
RITERZER - MBEEREOVZATFE
MBEYABAMIEXGHEMEIERETE -
W ERAEE 246 B MR HwR AR
RBENR RS MM BRERAE -

AEER-_T-FTFT_A=t—Hz=x
ZHE D RIFIEHNHIES6 °
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For the year ended 31st December, 2010 HE_Z-—ZF+_A=1T—HILFE

28. INTERESTS IN ASSOCIATES (contd) 28. B2 N o8
The investment properties held by the Group’s principal associates REBFEBERA ZREYMEE BIRM
were revalued at 31st December, 2010 by B.I. Appraisals. The BBRER-_ZT—ZEF+-_A=+—B#ETE
valuation, which conforms to The Hong Kong Institute of Surveyors it o ZHEDESFEBNEMEG BN
Valuation Standards on Properties (1st Edition 2005) published by ZOFEMGEEL (ZET E—IR) - I
The Hong Kong Institute of Surveyors, was based on market value BRMEAEELEITER -

basis.

The summarised financial information in respect of the Group's

associates is set out below:

Total assets

Total liabilities

Net assets

Non-controlling interests

Group's share of net assets

of associates

Revenue

Profit for the year

Group's share of result of

associates for the year

pis
i
&
[

\
A

=
i
SN
CRp

A

™
B

HEE
FEYE R HE 2

AREEE R

WA

AN & i A

AREBE#EEHE DR

REFFRR

/

/

3

AEBZBERB M HEERBALIT

2010 2009
HK$'000 HK$'000
THExT FAT
(Restated)

(&%)

23,707,985 13,997,358
(21,649,668) (12,477,225)
2,058,317 1,520,133
9,293 20,167
2,067,610 1,540,300

FEE

1,044,056 1,024,885
413,683 282,617
165,633 315,645
56,580 144,806




For the year ended 3 1st December, 2010

29.

30.

ADVANCES TO ASSOCIATES

Interest bearing advances BATHEE R R 2 5B RIR
to associates

Interest-free advances to associates B JEE &N A 2 % B K18

The advances to associates are unsecured. An approximately
HK$954,231,000 was expected to be repayable in 2013 and the
amount is therefore shown as non-current. For the remaining
HK$609,456,000, the Group will not demand for repayment within
one year from the end of the reporting period and the advances 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 values of the interest-free advances at the end
of the reporting period, determined based on the present values of
the estimated future cash flows discounted using the prevailing
market rates at the end of the reporting period, approximate to

their carrying amounts.

INTERESTS IN JOINTLY CONTROLLED
ENTITIES

Share of net assets of BEERIEHRETFEE

jointly controlled entities

BE_Z—ZSF+_A=+—BIFE
29. BBt & N B IE

2010 2009
HK$'000 HK$'000

FET FAT
109,052 137,556
1,454,635 1,793,565
1,563,687 1,931,121

BNBERARELEEKT - B
954,231,000 T2 KEBHN T —=4F
BE  FALZEREIEERSES o 3t
Fl&4r 2 609,456,000/ 7T + AEE TS ERK
RIMEARET —FAEE  BREZER
BHIEIEREME - AFHE QR ZET R
RENER 2THEENEGTE - MER
BRRREBARZ AFE - AIRRHR S
R &R iGEERRAR BT RKE
mMEZEKEBENEMGS  EFSRR/RN
HEMRZAFEEEREERS

HEZEH gD

2010 2009
HK$'000 HK$'000
FTEx TAT

-~
E—&

=

BEXEYE EHd
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For the year ended 3 1st December, 2010

30. INTERESTS IN JOINTLY CONTROLLED

ENTITIES (contd)

BE-T-TFEI-A=+—ALFE

Details of the Group's jointly controlled entities which are held

indirectly by the Company at 31st December, 2010, are as follows:

3

0. [R5 5| B 2= (@)

ARARERA 2 KRR EBR
—T-TEt-AST-BZEMET

Proportion of nominal

Name of jointly Form of business Place of
controlled entity and structure incorporation
HEZFBBEER (BARER &E 118 B 37 4t B
Golden Royce Incorporated Hong Kong
Investment Limited FEfR AR AL i
SRAMEEFR QT
Top Grade Assets Incorporated British Virgin Islands
Limited FEfR A AL ERERBREHFS
Upgrade Properties Incorporated British Virgin Islands
Limited EERilifp A EEEB RS

The summarised financial information in respect of the Group's jointly

controlled entities is set out below:

Total assets

Total liabilities

Net liabilities

Net assets attributable to the Group

Revenue

Loss for the year

Profit for the year attributable
to the Group

BERE
BB

FRE

REBEBIEFEE

WA

REERERE

AEE
AR

value of issued

share capital held Principal
e 1T activities
BAmEEL = FEEK
31.77% Dormant

i

40.97% Dormant

i

40.97% Dormant

EmeEs

7 8 8 7 4t 7 £ ) B 2 BE 7 A RHEE
mF :

2010 2009
HK$'000 HK$'000
FET THET
- 4,247
(160,138) (160,395)
(160,138) (156,148)
(3,989) (10)




For the year ended 3 1st December, 2010

31. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments comprise:

Listed investments:
— Equity securities listed

in Hong Kong

Unlisted securities:
— Equity securities
incorporated in Hong Kong

incorporated in elsewhere

Debt securities
Club debentures

Less: Current

Non-current

Debt securities comprise:

Non-current assets

Listed floating rate note (Note 1)
Unlisted floating rate notes (Note 2)
Unlisted fixed rate notes (Note 3)

Current assets

Listed floating rate note (Note 1)
Unlisted floating rate notes (Note 2)
Unlisted fixed rate notes (Note 3)

A :
- REB LT ZBRAES

FELEMRES
- AR
REE R
T E At 3 [ S A

B 5
BiLES

B RENEE

FRBIEE

BRESFBRE

=1

FRBEE

EiFERE D
FLEMFERE M2
FLETERER HEE3)

RBEE

EiF B RE (D)
FLEMFERE M2
FLEMERERE ME3)

BE-2-2FT-A=t+-BLFHE
3. FEKRE

HERERRE
2010 2009
HK$'000 HK$'000
TET FET
= 1,312,297
152,463 200,476
3,899 3,899
156,362 1,516,672
262,690 254,945
15,731 15,731
434,783 1,787,348
(100,704) -
334,079 1,787,348
— 41,121
102,748 139,821
59,238 74,003
161,986 254,945
38,976 -
46,055 -
15,673 -
100,704 -
262,690 254,945
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For the year ended 3 1st December, 2010

31. AVAILABLE-FOR-SALE INVESTMENTS (contd) 31.

Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

Notes:

1. The floating rate note listed elsewhere with maturity date in
October 2011 carries floating interest at EURIBOR plus 0.2% per
annum.

2. The floating rate notes are unlisted with maturity dates ranging

from July 2011 to January 2014 and carry floating interest at
LIBOR plus 0.23% to 0.35% per annum, payable on quarterly or
half-yearly basis.

3. The fixed rate notes are unlisted debt securities with maturity
dates ranging from February 2011 to March 2016 and carry fixed
interest at 4.75% to 7.00% per annum.

For listed investments and both listed and unlisted debt securities,
the fair values are determined based on the quoted market bid

prices available on the relevant stock exchanges and on the industry

group.

For unlisted equity securities incorporated in Hong Kong, the fair
value is determined based on discounted cash flow valuation
techniques, with assumption on discount rates ranging from 1%
below Prime to Prime and no earning growth factor were used.
Prime is defined as HK$ best offered rate quoted from time to time
by Standard Chartered Bank. If the discount rate to the valuation
model was 10% higher/lower while all other variables were held
constant, the carrying amounts of the unlisted equity securities
investments would decrease/increase by HK$2,054,000 (2009:
HK$3,003,000).

For both unlisted equity securities issued by private entities
incorporated in the United States of America, and the club
debentures classified as available-for-sale investments, they are
stated at cost less impairment loss at the end of the reporting period
because the range of reasonable fair value estimates is so significant
that the Directors consider that their fair values cannot be measured
reliably. During the years ended 31st December, 2010 and 2009,
the Group identified no impairment loss related to the unlisted equity

securities.

=
w

FREREBENREMME T HHAR
“T——F+ R W EFREM
RITAFRFEENFENKR02EFHE -

—

2. FERBAELT  BEENF_T——F
TtAE—ZT-WFE— A WRFPEE
BmBERTT R S K INFNF023E
£035EE  AEFEHFFXNT -

3. TEERAFLMEEES DHEN
T E——F_[AE_FT—F=1
WiREEFEFIRL75EET7.00EE -

sEMREREBES (BRELEMRIEL
mmE  RFHEDREBEIESFZSAR
TEBRMBRN TS EREEE -

HRRBEBEMZIELTRAESRME * A
FEDRABERSRE[ERET @ It
HEZEEHEN T HESNEREEHE
BRI R FIRBEEETES  NEEHA
M REE - RIEBMNERERBEITRT
TRRE 2B THREBFE - W AMKE
% BB ERTE  BRE EF R
K109% @ BIE E MR ABAHZE 2 REE
R A1 1012,054,000/8 70 (ZEZ N4 ¢
3,003,000/ 7T) °

MO BREFEREZEZHFM A AKE
BUIZELTRABFLFURSHEST
T AR REREAESRGHESH
EEATERMEEEZBRARGEE
E EZeREAUEHEBEEEAT
B WHZEREAELFNSHERRRE
MRz ANMBRBREBE AR -
RZE—ZTFR_TTNF+A=1+—
HIEFE  AEBEZEETRAESGE
HERRERE



For the year ended 3 1st December, 2010

32. ADVANCES TO INVESTEE COMPANIES AND
NON-CONTROLLING SHAREHOLDERS

©))

(b)

The advance made to an investee company, of approximately
HK$192,000 (2009: HK$285,000), with principal purpose
of providing second mortgage for a property development
project, which is unsecured and interest-bearing at prevailing
market rate. The advance made to another investee company,
of approximately HK$344,687,000 (2009: HK$328,193,000)
with principal purpose of providing fund for a property
development project at West Kowloon Reclamation Area,
which is unsecured and interest-free. The Group will not
demand for repayment within one year and both advances

are therefore shown as non-current.

The Directors consider that the fair values of the advances to
investee companies at the end of the reporting period

approximate to their carrying amounts.

The advances made to non-controlling shareholders are
unsecured and interest-free. The Group will not demand for
repayment within one year and are therefore shown as non-

current.

The Directors consider that the fair values of the advances to
non-controlling shareholders at the end of the reporting period,
determined based on the present value of the estimated future
cash flows discounted using prevailing market rate at the end

of the reporting period, approximate to their carrying amounts.

BE-T-TF+-A=+—ALFE

32. BRI E R E MIFER
AR R RIR

©))

(b)

2N -—HEXKRERARELD
192,000/%70 ( ZZZ 14 : 285,000
B FER-IEMFEERIBER
TR ZREDERRRIRERZ
MHEHEEE - BN S —HEXRE
NR)FRIBHI344,687,0008 L ( =F
T : 328,193,00087L) * EEA
BANEESEZMEERBERME
® ZRCEDNEERRRES - AEE
TEERR—FRNEE  BHEZE
BN A RIFEIRAR R 2 FRIEH 5 1EFE
MENEE o

EZERABNEZIRERRFIEAR
BEMR 2 A FEREKREERS

A5 IR 2R A B SR R IR T AR R N
B ARETEERRNR —FAE
B HINEIEREME -

BN IFERBRRRENRERR 2R
FEDRBERARZERTHN X,
BEMGHAARKRRSREMAE L 23R
EEE  EFER/NWMEHMRZA
FEEEREERS
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For the year ended 3 1st December, 2010

33. LOANS RECEIVABLE

Long term loans receivable, secured A 2 fE U R HI & 3%
Non-current SEMEIEE
Current mENIEE

EERM 2 EMERR

unsecured KB

Other loans and advances,

Less: Amounts due within
one year shown & E 2 I

under current assets

Amounts due after one year —F & B B 2 ;IR

Loans receivable comprise:

Maturity date Collateral
ZH A 47
Loans receivable 17th September, 2013 Properties
JE Y E K —E—=FAA+tH UWF
Loans receivable 17th June, 2010 Properties
JE Y E K —E-TFATEH ¥
Loans receivable 19th January, 2010 Unlisted equity
JE Y E K —E—ZTF-A+NB securities
JE AR

X
A2

The Directors consider that the fair values of the Group’s loans

receivable approximate to their carrying amounts.

B —FAE L ERE

BE-T-TFEI-A=+—ALFE
33. R E R

Effective

interest rate

BRA=

REEMN X

REBF=X

Prime — 1%

REBFIE

w2

2010 2009
HK$'000 HK$'000
FHET THETT
78 240

41 59,889

119 60,129

119 60,129
(a1) (59,889)

78 240

FEYERBEE
Carrying amounts
RREE

2010 2009
HK$'000 HK$'000
FTERT TR
119 319

- 19

- 59,791

119 60,129

EXgRRAKEEEERZAFERE

BREEARE °



For the year ended 3 1st December, 2010

34. OTHER FINANCIAL ASSETS

(a)

(b)

(9

Pledged deposits

The amount represents deposits pledged to banks and other
financial institutions to secure credit facilities granted to the
Group. Deposits amounting to approximately HK$24,035,000
(2009: HK$1,088,845,000) have been pledged to secure
short-term borrowings and are therefore classified as current
assets. The remaining deposits amounting to approximately
HK$163,031,000 (2009: HK$27,840,000) 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 values of the deposits at the
end of the reporting period approximate to their carrying

amounts.

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 receivables and deposits at the end

of the reporting period approximate to their carrying amounts.

Time deposits, bank balances and cash

The deposits carry interest rate at prevailing bank savings
deposits rate and mature within one month. The Directors
consider that the fair values of the time deposits, bank balances
and cash at the end of the reporting period approximates to

their carrying amounts.

HE—

—RFE+_A=+—HBLFE

34, ﬁﬁﬁiﬁﬁé?

(a)

(b)

()

EHRFK

R EE R A TR T R E & B
g ERGBTAEBEEZFR -
#924,035,0008 T (ZEZENF :
1,088,845,0008 7T) Z 17 K EEARE
HEEZER - YEARESEARE
BE > # T #9163,031,000/8 717 X
(ZZZ N4 : 27,840,000/ 7T) B 1E
RREABRZER - WHEE S
BIEREBEE -

REGEHEE - MERRERMEZH
o WERERHREREERER
R ARER o WL ERRRERR 2 A FE
HEHBRHEMRS

EWE SRS REAR TR

EREZFR HEARERER RER
RBHEM  BFRLREPFIA - I
WHEHRZZRBERFRRREHARZ
AHEEAREERS

EHEFER  BITERRAS

TR MR B E R RIT 2 I3
WR—EAREE - EEZSRAESR
T RITEBERSRBERRZ
NP ERERmERS
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For the year ended 31st December, 2010 HE_Z-—ZF+_A=1T—HILFE
35. STOCK OF PROPERTIES 35. MEFE
2010 2009
HK$°000 HK$'000
FTEx FAET
Completed properties SER 5 314,775 667,508
Properties under development FIEREZERRYE
held for sales 4,304,354 4,175,136
4,619,129 4,842 644
Less: Impairment loss recognised o BIERE 2 ERPME
in respect of properties 2 BRI EEE
under development
held for sales (279,467) (279,467)
4,339,662 4,563,177
At 31st December, 2010, the Directors reviewed the carrying RZE—ZTF+_A=+—H gL
amounts of the properties under development held for sales with EREHEZBRPYE 2 RFMISRE
reference to current market situation and the estimated selling price RBRBERRE®R 2 EFEE - BB E
of the properties under development held for sales provided by B.I. HEZERDMEZREE RZT—F
Appraisals. No impairment loss was made during the years ended FR-ZTFNFT_A=T—HIEFER
31st December, 2010 and 20009. W& AR EEE -
36. INVESTMENTS HELD-FOR-TRADING 36. HIEEE 2 RE
Investments held-for-trading comprise: FIEEBEZREBSRE ¢
2010 2009
HK$'000 HK$'000
FERT FHET
Listed investments: FHRE
— Equity securities listed - REBEB LM Z2RAES
in Hong Kong 2,127,565 643,954
— Equity securities listed elsewhere ~ — R Efthith[& FTH 2 BRAE 294,501 =
2,422,066 643,954
The fair values of the investments held-for-trading are determined FIEEBZREZ AFETIRERERZS
based on the quoted market bid prices available on the relevant Rz isEAREETE °

stock exchanges.



For the year ended 3 1st December, 2010

37. FINANCIAL ASSETS DESIGNATED AS AT FAIR  37. 157 A @B s AR IR A F
VALUE THROUGH PROFIT OR LOSS

Financial assets designated as at fair value through profit or loss

comprise:

Bonds: BE% :
Non-current SEmEIEE
Current BN MEE

Major terms of the bonds are as follows:

Notional amount

AUD 2,000,000
EUR 30,000,000
RMB 650,000,000
USD 59,000,000
USD 412,000,000
USD 24,000,000

Maturity

2013
2015
2015
2011
2015
2017

The bonds dominated in Euro are callable and carry fixed rate at

9.25% per annum, the bond dominated in USD carry fixed rate

range from 6% to 13.5% per annum of which USD78,000,000 are

callable and the bonds dominated in AUD and RMB carry fixed rate

at 6.25% and 8% per annum respectively.

The bonds are measured at fair values at the end of the reporting

period, their fair values are determined by reference to bid prices

quoted in active markets.

BE-T-TF+-A=+—ALFE

S AN T R
BrzepEE
EERARBBRSURMAFTEZEMEE
BIE

2010 2009

HK$’000 HK$'000

FHET T T

3,101,417 =

2,084,012 728,238

5,185,429 728,238
BHEZEZRARWN :

EREYE ZHH

2,000,0003% 7T —E—=F

30,000,0008% 7T —T—HhF

AR #650,000,000 —E—FEF

59,000,000 7T —E——F

412,000,000% 7© —E—FEF

24,000,0003 7T —E—+F

BT E 2 B RAER - HFSRE
EEMEI2SE - UETAHEZEHAER
FHZ=eEZ13.5[F - HH78,000,000% T
ZEHFA/UER - HMRTRARKESE
ZEFD R REEFFEE.25E R8E -

BERBERRARTFEAEZRTFET
RBZXBOERZMIZEAREETE °
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For the year ended 3 1st December, 2010

38. INVENTORIES FOR COSMETIC PRODUCTS

39.

Finished goods RLAK i
Raw materials o

BE-T-TFEI-A=+—ALFE
38. {Litim iy &
2010 2009
HK$’000 HK$'000
TR T
2,170 2,378
790 615
2,960 2,995

At 31st December, 2010, all inventories were stated at the lower of

cost and net realisable value.

DEBTORS, DEPOSITS AND PREPAYMENTS

R-ZZE-—FF+-_A=+—H FERFE
RS I AT B3R FE R P BUE S BR o

39. FEWERIE ~ & RIAN TR

Trade receivables R E HERIE
Less: Allowance for doubtful debts W REREEE
Deposits and prepayments & RN FHIE
Other receivables H b fE WGRIR

2010 2009
HK$'000 HK$'000
FExT FTAT
32,135 28,698

(4,928) (7,168)
27,207 21,530
156,964 263,221
301,701 86,991
485,872 371,742

Included in trade receivables mainly comprised rental receivables
billed in advance and settlements from tenants are expected upon

receipts of billings and properties sales proceeds receivables.

The Group maintains a defined credit policy to assess the credit
quality of each counterparty. The collection is closely monitored to
minimise any credit risk associated with these trade debtors.
Considerations in respect of sold properties are payable by the
purchasers pursuant to the terms of the sales and purchase
agreements. Rental in respect of leased properties are payable in
advance by the tenants. Other trade debtors settle their accounts

according to the payment terms as stated in the respective contracts.

BB ZRIETERERLHEMRME
FenkalEERex N zBEES EY
FEHHERWHIE -

AEBECHFTABZEERE - UitEE
ARGUTF2EEER - AERETYER
WRIEMR - BRBEREE BRFTRERE
SERAZIEERR - EHARBEE HH
ZHERAXNEEMFEZIRE - HEVERZ
MEeBRBEPELXMN - HMEZEBKA
R A B & & A58 2 FARKOE B IR
I8 o



For the year ended 3 1st December, 2010

39. DEBTORS, DEPOSITS AND PREPAYMENTS
(Cont'd)

The following is an aged analysis of trade receivables (net of

allowance for doubtful debts) at the end of the reporting period:

0 - 30 days TE=1H
31 - 60 days =+—HZE/STH
61 - 90 days AT—HZEATH
Over 90 days N+BHE

The following is an aged analysis of trade receivables which are

past due but not impaired:

0 - 30 days TE=1H
31 - 60 days =+—HZE/~TH
61 — 90 days AtTt—HZENTH
Over 90 days H+BHE

BE-T-TF+-A=+—ALFE
39. RULERTR ~ & RFAN IR

€]

FEWE SRR IR RRBE) RIS

ZERERDMTWT ¢
2010 2009
HK$'000 HK$'000
TET FETT
17,546 8,832
576 1,982
50 576
9,035 10,140
27,207 21,530

E BB REORE 2 B E 5 R Z Rk

DT ¢
2010 2009
HK$'000 HK$'000
FHExT FHT
16,279 8,354
199 2,460
1 5,760
8,857 3,607
25,336 20,181
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For the year ended 3 1st December, 2010

39. DEBTORS, DEPOSITS AND PREPAYMENTS

(Cont'd)

Movement in the allowance for doubtful debts:

Balance at beginning of the year NGRS I

Amounts written off as uncollectible — LAZ~A] Uk [B1 3 85 2 518

Amount recovered during the year RNEEEWEIFKIE

Impairment losses recognised IENE 5 RIARER
(reversed) in respect of (B E) 2 REE#E
trade receivables

Balance at end of the year NG

For those past due but not impaired receivables, although no
collateral is held, the Group has assessed the creditworthiness, past
payment history and substantial settlement after the end of the
reporting period, and considers that the amounts are still recoverable
and no further credit provision is required in excess of allowance
for doubtful debts. Trade receivables over 90 days amounting to
HK$8,857,000 (2009: HK$3,607,000) are sufficiently covered by
rental deposits received from the respective tenants and no
allowance is required for these receivables under the Group's

allowance policy.

Trade receivables which are neither overdue nor impaired are in

good quality.

The Directors consider that the fair values of the Group's debtors,
deposits and prepayments at the end of the reporting period

approximate to their carrying amounts.

HEZ

—EET_A=tHLFE

39. EEH&ZEEIE RE IR A

(%)

7 BB
2010 2009

HK$'000 HK$'000
FET THET

7,168 8,687

(2,379) (1,158)

(184) (45)

323 (316)

4,928 7,168

?ﬁa?@ﬁmﬁéﬂﬁﬁzwﬁz%lﬁﬁﬁﬁ C B
WHEEKHR  AEEEREEE  ATER
HERNREHRE 2 EZHEREL T
it WRRBZBEMAKE - EFZEE
—F (ZRRERE) 2 EE/E - #BiB90
A2 EWE $8R188,857,0008 L (ZEE
JLEE ¢ 3,607,000 70) B AT ZE R
FPzHRelefMRE  BEAEE 2 BE
HR - BB AZERUGRIBEL BE -

BEaRTENECREESRBCEER
R4f e

EEZ2RR/AEERRE R RZ EHEK
B RERANREZ A FEERRAE
iEE=IE
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40. DERIVATIVE FINANCIAL INSTRUMENTS

Liabilities
Financial liabilities, held-for-trading

&fE
FIEEEZERMEE
MEEHREH

Interest rate swap

BE—E—TF+-_A=+—HILEE
40. pTEE T A

2010 2009
HK$’000 HK$'000
FTEx TAET

- 3,238

Major terms of the interest rate swap as at 31st December, 2009 NMEREPHEOAR_ZTZENF+_A=+—
are as follows: HZEXFZ2RETHT

Notional Amount Maturity ERYHE ZH A
USD42,000,000 29th June, 2010 42,000,000 7T —E-TEXNA=-TNA

Under the terms of the 1-year interest rate swap agreement, the
Group received interest from the counterparty at a floating rate of
calculated by reference to the 1-month USD LIBOR plus 0.50%
spread and were paid interest to the counterparty at fixed rate of
1.38% per annum. The interest rate swap was expired on 29th

June, 2010.

41. CREDITORS AND ACCRUALS

Included in creditors and accruals are trade payables of approximately
HK$418,462,000 (2009: HK$230,781,000).

The following is an aged analysis of trade payables at the end of the

reporting period:

ZEATH
N+HRE

0 - 90 days
Over 90 days

The Directors consider that the fair values of the Group's creditors
and accruals at the end of the reporting period approximate to their

carrying amounts.

ERBM—FZMNEXERENERRZ L
T AEBEHEETFUGIENS R —
EAAXTREBRITARKEXRZFBA
F0.SEFEZHME RAGEEHFZNE
EFMEIIBEZHE - MXREHAHD
RZE-—FFXA-_THNAEH-

41. FETERIA N B 5 K IR

BERMNESE
NE

JEBRIB & FERF R IA
TEH#4)418,462,0008 T (Z 2=
230,781,000/ 7T) °

BN E ZRERRE MR R0

T~
2010 2009
HK$000 HK$'000
FET THETT
222,972 174,341
195,490 56,440
418,462 230,781

EXERRAEENBERRZEMNERR
REGFBZ A FERELREERS
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42. BORROWINGS

AR THIMREEEZ
BIEIPRITERK

Secured bank loans repayable

within a period of:

Less than 1 year —FAR
More than 1 year but within 2 years ~ — % A _E{B 7R MR 4
More than 2 years but within 5 years ™4 A _E{B B8 F 4
Over 5 years AFMNRE

Other secured loans repayable —FAEEZ
within 1 year ﬁ?@ﬁﬁﬁ%m

B R —FREH 2 F0R

Less: Amounts due within one year

Amounts due after one year —FRIE K

The bank loans are variable-rate borrowings which carry interest
ranging from HIBOR plus 0.37% to 1.75% (2009: HIBOR plus
0.37% to 1.5%) per annum.

The bank loan denominated in RMB of 2010 and 2009 carry interest
at 90% of People’s Bank of China base rate as announced by the

People's Bank of China per annum.

The other loans are variable-rate borrowings which carry interest of
inter-bank borrowing rate plus 0.25% to 0.3% (2009: inter-bank

borrowing rate plus 0.2%) per annum.

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

approximate to their carrying amounts.

BE-T—
42.

TE+-_HA=+—HItEE
=P=¢

2010 2009
HK$'000 HK$'000
FExT FAT
735,577 2,152,783
6,461,062 2,379,620
8,521,896 7,068,323
- 52,075
15,718,535 11,652,801
2,991,975 1,562,180
18,710,510 13,214,981
(3,727,552) (3,714,963)
14,982,958 9,500,018

ZERTEFRIRZEMEE  FRRES
RITRZEREMOITEEN.75ERSE (=
TENGF  ERBRITREREMNOITER
MISETRE) °

UARBAEZRBTETIRN _T—ZTER
— T A EFEIRF l/\EfEﬁ/NrEZEP B A
RIRTTEREEFE Z90%:TH o

HEMWERETZEEE  FERBITRZER
%bos@ioﬁﬂ:;%nirﬁﬁE%
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42.

43,

44,

BORROWINGS (contd)

The Group's borrowings that are denominated in currency other

than Hong Kong dollars are set out below:

AUD SRIT

EUR BT

RMB AR

usD ETT

YEN H
PROVISIONS

Contingency provision HAREERE

BE-T-TF+-A=+—ALFE

42.

43,

At 1st January and 31st December R—A—BAEk+-A=+—H

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.

AMOUNTS DUE TO ASSOCIATES AND
NON-CONTROLLING SHAREHOLDERS

Both the amounts due to associates and non-controlling shareholders
are unsecured and interest-free. The associates and non-controlling
shareholders will not demand for repayment within one year from
the end of the reporting period and the amounts are therefore shown
as non-current. The Directors consider that the fair values of both
amounts at the end of the reporting period, determined based on
the present values of the estimated future cash flows discounted
using the prevailing market rates at the end of the reporting period,

approximate to their respective carrying amounts.

44,

®
fBE )

AEBABTANERFEZBENT ¢

2010 2009
HK$'000 HK$'000
THET FET
13,918 -
231,831 689,325
626,296 454,520
436,226 325,681
— 7,174
1,308,271 1,476,700
g
2010 2009
HK$'000 HK$'000
THET FETT
16,054 16,054

Mist : BBERERER —RE=FHZEHN
EHZBERPYERAEHEIRARE
MEL 2 AEE R EMEHZ &M
St EEE 2 SRS -

R BB N A MR R
RKIA

REHE R RIFERBRFRS HER
BRRE - ZEHE R RIFERERD
ERMEHRE-FRERER  B&EF
RIBDIMEIERBIEE - ZERBARHEH
RZAFEDRREHPRZ EFTIHH X
MIREMEFARREREMAHEH R
B EFERRRBEPRZLFED
EHEEmEMRS -
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45. DEFERRED TAXATION

The following is the major deferred tax liabilities provided (assets

recognised) by the Group and movements thereon during the current

and prior reporting years:

At 1st January, 2009
(originally stated)
Effect of change in

accounting policy

At 1st January, 2009
(restated)

Charged to the
consolidated statement of

comprehensive income (restated)

At 31st December, 2009
(restated)

At 1st January, 2010
(originally stated)
Effect of change in

accounting policy

At Tst January, 2010
(restated)
Disposals of subsidiaries (Note 48(a))

(Credited) charged to the
consolidated statement

of comprehensive income

At 31st December, 2010

BE_ZT-ZTHF+-_A=1+—HIEFE
ﬁ@ﬁlﬁ
INTAAEERAFERBAEREFEE
LG EERR) CTEEERERRER
HEeg)

Revaluation Accelerated
of investment tax Tax
properties depreciation losses Total
REMESE MERERE HEER &t
HK$'000 HK$'000 HK$'000 HK$'000
R=_ZETh&—F—H
(REZ7) 3,874,360 (13,516) (75,153) 3,785,691
SHEREPH I E
(3,520,879) - - (3,520,879)
RZEZNF—HA—H
(E31) 353,481 (13,516) (75,153) 264,812
KA 2ERERER
0k (E751))
72,931 28,435 35,061 136,427
R-ZEZAFE+=-A=+—H
(&7) 426,412 14,919 (40,092) 401,239
R=ZF—FF—A—H
(E%EE\J) 5,300,309 14,919 (40,092) 5,275,136
BB RED o VE
(4,873,897) = - (4,873,897)
RZZE—ZTF—H—H
(E5) 426,412 14,919 (40,092) 401,239
HEHE A A
(Ff7E48(a)) (11,160) (4,616) 3,193 (12,583)
RizE 2ERERE
(B [=) f0kr
(25,644) 7735 (367) (18,276)
R-Z-ZF
+=A=+—H 389,608 18,038 (37,266) 370,380




For the year ended 3 1st December, 2010

45. DEFERRED TAXATION (contd)

For the purposes of the presentation in the consolidated statement
of financial position, certain deferred tax liabilities and deferred tax

assets have been offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

Deferred tax liabilities

Deferred tax assets

At the end of the reporting period, the Group has the following

major unrecognised deferred tax assets due to the unpredictability

of the future profit streams.

Accelerated tax depreciation

The unrecognised tax losses may be carried forward indefinitely.

BEEFHIARE
ELERAEE

IER B E
Tax losses TS EE

BE-FT-Tat-A=+-BiLEE
45, IREFLIE @)
BEARBRRESRY 25 - EFIEEH

FREREEVREECKHIE - BAWH
REREBREFAEHROITAT ¢

2010 2009
HK$'000 HK$'000
THER TET
(Restated)

(F7)

403,463 409,887
(33,083) (8,648)
370,380 401,239

R|EHR - AEBEE AT EELATERR
KM ARER 2 ERREHRBEE

2010 2009
HK$'000 HK$'000
FET T T
(130,118) (31,950)
(282,918) (248,422)
(413,036) (280,372)

RFETR < 15 518 7] A S (R H 45 88 o

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

-~
E—&

=

BEXEYE b



-

REVBMRME

Notes to the Consolidated Financial Statements

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

For the year ended 31st December, 2010 HE_Z-—ZF+_A=1T—HILFE
46. SHARE CAPITAL 46. fx 7N
Movements in the share capital of the Company during the year MRAEEARRA ZBRAEBINT -

were as follows:

Number of shares Share capital
ko#E TS
2010 2009 2010 2009
HK$'000 HK$'000
THET TR
Ordinary shares of HK$0.10 each FREMEI0ET 2 EBR
Authorised: EERA :
At 1st January and 31st December R-R—BEk+=A=+—H 5,000,000,000  5,000,000,000 500,000 500,000
Issued and fully paid: BEARBRRA :
At 1st January n—A—H 1,950,000,079 2,077,750,079 195,000 207,775
Repurchased of ordinary OB ()
shares (Note) (42,381,000)  (127,750,000) (4,238) (12,775)
At 31st December WtZA=+—H 1,907,619,079 1,950,000,079 190,762 195,000
Note: MaE
During the year ended 3 1st December, 2010, the Company repurchased RZZB-—ZF+-_A=1+—HIFE  xA7A
its own ordinary shares on the Stock Exchange as follows: REEZFTEEI K mAR - BT
Aggregate
consideration
No. of Price per share and transaction
Month of ordinary shares BRE® cost paid
repurchases repurchased Highest Lowest EfARER
ETEERZAR FrEEEEREA BS =3 RE R
HK$ HK$ HK$'000
BT BT FAET
May 2010 —ZT-TFHA 25,355,500 12.86 11.44 307,799
June 2010 —ZT-TFXA 14,153,500 13.72 12.64 187,601
July 2010 —ZE—ZFtA 2,872,000 14.08 13.90 40,264



For the year ended 3 1st December, 2010 HE_Z-ZFE+_A=1T—HILFEE
46. SHARE CAPITAL (contd) 46. A xK ()
Note: (Cont'd) MizE : (88)
During the year ended 3 1st December, 2009, the Company repurchased @:$$ﬂ¢+ R=+—RIFE KA
its own ordinary shares on the Stock Exchange as follows: B AP REE K EAR - s BT
Aggregate
consideration
No. of Price per share and transaction
Month of ordinary shares BRER cost paid
repurchases repurchased Highest Lowest BEATANKER
HEITHER 2 A5 Ffg el & @Ak 21 A &m &K LSRR
HK$ HKS HK$'000
BT BT FHET
January 2009 —ZETNF—A 8,813,000 9.65 8.52 79,826
February 2009 —ZTTNF=HR 14,576,000 9.66 9.04 137,253
March 2009 —ETNEF=H 8,717,000 9.46 9.16 81,477
April 2009 —ZETNAFEHA 39,339,500 10.66 9.31 384,524
May 2009 —ZETNFRA 6,304,500 12.18 11.52 73,387
June 2009 —ZETNFRRA 19,511,000 15.04 13.98 283,763
July 2009 —ETAELA 18,349,000 14.18 12.72 247,735
August 2009 —ZETNFENA 2,280,000 14.18 13.64 31,779
September 2009 —ETAEAA 9,860,000 13.94 13.28 133,949
The above ordinary shares were cancelled upon repurchase. None of it EmARE A IE R - AARZFHB

the Company's subsidiaries had repurchased, sold or redeemed any of
the Company’s listed shares during the year.

47. ACQUISITION OF SUBSIDIARIES

(a) Acquisition of Canaria Holding Limited (“Canaria”) and its
subsidiary

On 11th February, 2010, the Group entered into a sale and
purchase agreement with third parties, in relation to, inter
alia, the acquisition of the remaining 50% interests in Canaria
which indirectly held the commercial property at Tuen Mun
Centre, New Territories (the “Property”) at a consideration of
approximately HK$18,651,000 (the “Acquisition”). Canaria is
50% owned by the Group before the Acquisition. As a result
of the Acquisition, the Group obtained 100% control over
the Property. The Acquisition was completed on 11th February,
2010.

ARRAFEAREBD HEXEDARAF
EAA LA -

47. WEE T B A =]
(@) UYE#Canaria Holding Limited ([Canarial )
K E KRS A A
R=Z—ZTF-A+—H AEEH

E=FFIVEBWZ WREADNR
18,651,000 LY ([FZ W B 1) (K
A B 3E) Canariafh T 2 50%7# & ©
Canaria FAEFAEMRFT R 2ERY
E-dmMo ((ZYED - AEER
2B AT B 456 Canaria 2 50% % ©
KzWBE  AEERBSRMEZ
10092 H#E - ZRBER —F—F
FZA+—HZEK °
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47. ACQUISITION OF SUBSIDIARIES (contd)

(@

(b)

Acquisition of Canaria Holding Limited (“Canaria”) and its (a)

subsidiary (Cont'd)

The net assets acquired in the transaction are as follows:

BHE— TET_A=1T—RHILFE

7. Hﬁzﬁﬁ EPEMNGIRG)

Lz Canaria Holding Limited ([ Canarial )
REKE R R (58)

RHPHRREZEEREWT :

Carrying amount

before the Fair value
acquisition adjustments Fair value
WA 2
IREE AFEAE NFE
HK$'000 HK$'000 HK$'000
FERT FERT FET
Net assets acquired: Ui & B FE
Investment properties %xéf%% 46,000 1,000 47,000
Bank balances and cash ~ $R1T45 R IR E 3,489 - 3,489
Debtors and ﬁ%ﬂﬁlﬁﬁlﬁ&ﬁﬁ%ﬂlﬁ
prepayments 27 = 27
Creditors and accruals JE{~F BR T8 R B 5t 3E (56) = (56)
Deposits and receipts =& & 78 & WA IE
in advance (158) - (158)
Net assets acquired W hs & EFE 49,302 1,000 50,302
Consideration transferred #&:2 ({8 18,651
Acquisition-date FAESKEFEE
fair value of ZLEHX$$’E§ = P HE B
previously-held ZAEE
equity interest 18,651
37,302
Less: fair value of R WEE RS 2 AT R Rl A
identifiable net ZAY{E
assets acquired (50,302)
Gain on bargain purchase ~ — & K18 2 7] 2 & B U W e
of a subsidiary (13,000)
Net cash outflow WHEFTE £ 2 R M AFE :
arising on acquisition:
Cash consideration paid Bt RE&HKE 18,651
Bank balances and PG 2 MITHER R &
cash acquired (3,489)
Net cash outflow on WHEMEE 2R RAFRE
acquisition 15,162

Acquisition-related costs amounting to HK$60,000 was
excluded from the consideration transferred and was
recognised as expenses in the consolidated statement of
comprehensive income.

Since its acquisition, Canaria contributed HK$1,529,000 to
the Group's revenue and HK$34,605,000 of profit to the
consolidated result for the year ended 31st December, 2010.

Had the combination taken place at the beginning of the year
ended 31st December, 2010, the revenue of the Group and
the loss of the Group for the year ended 31st December,
2010 would have been approximately HK$2,671,100,000 and
HK$8,835,044,000 respectively.

For the year ended 31st December, 2009, the Group did not

have acquisition of subsidiaries.

(b)

AR BB AN 560,000/ TT#E N at A
EER BN S 2 E R RERAE
E/lb\;\g\:lsﬁi °©

B UK 14 © CanariaBAEBEHE
—E-TE+_A=1+—"HIEFEZ
4R A EAETEH1,529,0008 L 2 WA
34,605,000/ 7T 2 S Al °

HEHRBE_T—ZTFUHFEZF
ERK ﬁi_: TE+ A
=+ BLEFEREBZHAR
E181#8 5 552,671,100,000% 7T K&
8,835,044,000/5 T °

BE_TTAF+-_A=1T—BL#HF
B REBEYEEEHEAF



For the year ended 3 1st December, 2010

48. DISPOSALS OF SUBSIDIARIES

(@

Disposals of subsidiaries to connected persons (2010)

During the year ended 31st December, 2010, the Group
entered into sale and purchase agreements with Tycoon City
Limited, Energy Kingdom Limited and Smart Object Limited,
companies which are wholly-owned by a Director and a
substantial shareholder to dispose Global Smart Ltd., Sunny
Ocean Limited, Jolly Gain Limited, Viewide Properties Limited,
Dynamic Source Limited, Bingo Castle Limited, Grand Lucky
Ltd. and Baharica Limited (collectively referred to as the
“Connected Transaction 2010") at a total consideration of
approximately HK$2,478,057,000 and were completed on
27th July, 2010 and 20th August, 2010.

The net assets of the Connected Transaction 2010 at the date

of disposal were as follows:

BE-T-TF+-A=+—ALFE

48. K EW B A A

(a) HEHNBRARTEEALCZE—ZTF)

B

RZE—ZTF+-_A=1+—H K&
[ 22 Tycoon City Limited - Energy
Kingdom Limited & Smart Object
Limited (B AR R —EFHKEEZR
RE2BERG2RANFILEH BEEW
& AR B492,478,057,000/& T
tH & Global Smart Ltd. * Sunny Ocean
Limited ~ Jolly Gain Limited - Viewide
Properties Limited ~ Dynamic Source
Limited + Bingo Castle Limited + Grand
Lucky Ltd. 2 Baharica Limited (%% /&
[—Z2—ZF@ERF])  LHRIRN
- TELA-FTtARFEF
FNAZTHZEK °

T EDFHEISREEBRZEEF
(ERCRNE

2010
HK$'000
FEx

Investment properties ®EYE 3,277,000
Properties and other fixed assets ) 2 I E A B & 1
Debtors, deposits and prepayment FEWERIE - ke RIERFRIA 10,411
Amounts due from the Group JE W AN 5 B /1A 599,709
Pledged deposits HEIRF R 29,604
Bank balances and cash RITHEBRR® 12,955
Creditors and accruals JE A~ BR I8 I JE 5T 5K IE (7,805)
Deposits received and receipts in advance & e RIE L UWERIE (56,880)
Loan from an intermediate holding company AR RE#ERE A &) 2 B (916,814)
Bank borrowings HRITIEE (778,000)
Tax liabilities HIBEE (10,123)
Deferred tax liabilities BEEBIEEE (12,583)
Net assets disposed of HEEEFE 2,147,475
Repayments of amounts due from the Group & 1% f& U AN &5 [ 5118 (599,709)
Repayment of loan from an intermediate BEREERAB ZER

holding company 916,814
Gain on disposals of subsidiaries & 2% Y B A Bl 2 s 13,477
Cash consideration ReKE 2,478,057
Net cash inflow arising on disposal: HEREEZRSRAFHE
Cash consideration ReKE 2,478,057
Bank balances and cash disposed of EHEZRITEKREIRE (12,955)

2,465,102
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48. DISPOSALS OF SUBSIDIARIES (contd)

(@

(b)

Disposals of subsidiaries to connected persons (2010)
(Cont'd)

The gain on disposals of subsidiaries is included in “Other
gains and losses, net” in the consolidated statement of

comprehensive income (see Note 15).

Details of the Connected Transaction 2010 were disclosed in

the circular of the Company dated 18th June, 2010.

Disposals of subsidiaries to connected persons (2009)

During the year ended 31st December, 2009, the Group
entered into sale and purchase agreements with Wisdom Hero
Limited (a company wholly-owned by a Director) or a Director
and a substantial shareholder to dispose Stars Up Limited,
Great Will Limited, Action Basic Limited, Union Nice Limited
and its subsidiary (Chinese Estates (Eaton Square) Limited),
Fame Winner Limited and Global Young Holdings Ltd.
(collectively referred to as the “Connected Transaction 2009"),

at a total consideration of approximately HK$752,850,000.

B2+ _A=+—HItEE
48. BEMWE A Al @)

(b)

HEZRMB AR Z WFE T ALA
EEWRERERANZ [Hidrzs & E1E
RN (R MEE15) ©

—TEERERGIHBRERRN
AREHA—T—TF A +/N\BH
HZBEA o

HEMBARTREAL (CTETAF)

RZZBZENFE+_A=+—H &%
# £2Wisdom Hero Limited (F§ —{iz 2= =&
2EBEREZ AR —UESHREER
REVZHEBEMS - MERER
752,850,000 7t ) & Stars Up
Limited ~ Great Will Limited » Action
Basic Limited * Union Nice Limited }& £
Ffi BB A &l (Chinese Estates (Eaton
Square) Limited) « #HEFR A 7 &
Global Young Holdings Ltd. (#t## %
[—TZETNFHERH])



For the year ended 3 1st December, 2010

BE-T-TF+-A=+—ALFE

48. DISPOSALS OF SUBSIDIARIES (cont'd) 48. L EMB AR @
(b) Disposals of subsidiaries to connected persons (2009) (Cont'd) (b)y HEKMBRABETEHEAL(ZEEAN
&) (&)
The net assets of the Connected Transaction 2009 at the date “EENFHEXFRNEUEBRZE
of disposal were as follows: EFENAT
2009
HK$'000
FHIT
Investment properties HEYEE 380,499
Credit-linked notes EERBEE 350,651
Deposits and prepayments Re RIERFHIA 18,058
Bank balances and cash RITHEBR RIS 1,511
Amounts due to the Group REBAREERE (914,702)
Bank borrowing IRITEE (51,200)
Net assets disposed of HEEEFE (215,183)
Repayments of the amounts due to the Group &% X & N & @ 7K 18 914,702
Gain on disposals of subsidiaries & 2 FEFfT B A B 2 e 53,051
752,570
Satisfied by: ATFH A XA -
Cash Re 752,850
Expenses incurred for disposal HEMREEZFX (280)
752,570
Net cash inflow arising on disposal: HERELEZBRSRAFRE
Cash consideration HeNE 752,850
Expenses incurred for disposal HEMELEZRAX (280)
Bank balances and cash disposed of EHECRITEBRKIRS (1,511)
751,059
Details of the Connected Transaction 2009 were disclosed in “EENFHERIZFBRENAR

AR AE—ZTNFNA=-+=H
B ZEERA o

the circular of the Company dated 23rd September, 2009.
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49.

50.

MAJOR NON-CASH TRANSACTIONS

During the years ended 31st December, 2010 and 2009, the Group

did not have major non-cash transactions.

PLEDGE OF ASSETS

At the end of the reporting period, the carrying amounts of the
assets pledged by the Group to secure general banking and other
loan facilities and to secure the derivative financial instruments

transaction, granted to the Group are analysed as follows:

Investment properties E= /S
Properties and other fixed assets ) % I B A B E &
Stock of properties MEFE
Available-for-sale investments FERE
Investments held-for-trading RIEEEZRE
Financial assets designated HEERBBE R A

as at fair value through profit or loss RECAFEZ CREE
Non-current pledged deposits M B IRIF K
Current pledged deposits i B I R 1F 3K

In addition, the Group has subordinated and assigned its advances
to associates and advance to an investee company of approximately
HK$1,805,985,000 (2009: HK$1,415,899,000) to financial
institutions to secure banking general credit facilities granted to
associates and an 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.

BE-T-BEI-A=+—ALEE
49_E%§¥i%$$2%

m%
[

ntRﬂH

m

FER-FEAET A=+
ARELREBHRSKS

A

RBERR - AEEAMEAHAZED
A2 —RBITEEREMERARITES
RIAXZMERzEERTES TN

50. &

™
2010 2009
HK$'000 HK$'000
F#ExT T
(Restated)
(F7))
23,787,441 37,844,282
488,381 377,218
2,219,756 1,242,791
- 30,179
2,034,179 168,888
5,185,429 532,614
163,031 27,840
24,035 1,088,845
33,902,252 41,312,657
BEoh  AEBE R ZHEBE AR R —EES
HE QA ﬁ&Zfﬁﬁ—ﬁﬂ*Eﬁ%\iﬁ
ZEBERAR —HEIKEERAR
TH41 ,805,985,000;%75 (ZEZNF
1,415,899,000/% 7T) ¥ 53 I 1% -2 B 75 10
MRAARRAEETHEBAR 2RI EIFRIE

RAEEERETRITEEZHHER



For the year ended 3 1st December, 2010

51. CAPITAL COMMITMENTS AND

CONTINGENT LIABILITIES

(@

(b)

(©

Capital commitments:

Authorised and contracted for:
Development expenditure of
properties in Hong Kong
Development expenditure of

properties in Mainland China
Development expenditure of

properties in Macau
Shareholder’s contribution
Share of commitment of

an associate
Renovation of properties

Authorised but
not contracted for:
Development expenditure of
properties in Hong Kong

Contingent liabilities:

Guarantees given to banks,
in respect of banking facilities
utilised by associates and
an investee company

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

Repurchase guarantee given to
banks in respect of mortgages
facilities given to property
purchasers by a subsidiary

Risk management

BE-T-TF+-A=+—ALFE

B AEIE

BEHEREERD
BERYMEERAX

FRIAREMEERMAX
EANE/E 3353553

T E
B — RS N R 2 AR E

R ES

BHABREL

BEEMEERAX

HREIME :

REBBMERNTE,/ —HER
BRERBERZ
RITEERMIRT
Rt ZER

REZEME R R ERRT
HRZEERARERE
RNAEBER
mERITIRHE Z R

RHMBRARZMEER
ERZHERITREET
migz mBRER

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.

ERAERKARE

2010 2009
HK$'000 HK$'000
TER TR
520,744 555,149
1,813,500 1,685,418
100,701 27,685

= 97,800

43,238 466,451
45,832 125,289
2,524,015 2,957,792
205,320 382,603
1,100,100 1,069,650
15,000 10,000
9,235 114,103
1,124,335 1,193,753

(o RARER

AEECDHF —ExENRRERRZ

Fr o AR - & -

ERNIEGIEmE

Wy AR - WEHAEROERRE

220 .

2R

B R R AR BE R K = S A D

Bz WREBASENKENS
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52. OPERATING LEASES

The Group as lessee

Minimum lease payments paid REEHRBEAMEZ
under operating leases EEMOZNZ
in respect of premises (K & K

during the year

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

leases, which fall due as follows:

Within one year E—FNA
In the second to fifth year inclusive ~ E-_ZEFAF (BEERMF)

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$1,126,260,000 (2009: HK$1,013,056,000) less outgoings of
approximately HK$60,662,000 (2009: HK$59,962,000).

The investment properties of the Group are expected to generate
annual rental yields of 1.54% to 9.09% (2009: 1.81% to 8.30%)
on an ongoing basis. All of the properties held have committed

tenants for around seven years.

—EET_A=tHLFE

= ﬂ”“ﬁ 4
AEBREEA
2010 2009
HK$’000 HK$'000
TER TR
896 2,766

R|ERR - AEBG A HEEZ ZEL

Z BE &K 5 2 AFER T 5B 2
H

2010 2009
HK$'000 HK$'000
T TAT
874 2,379

417 597
1,291 2,976

EERNEERAKREREETRFEY
XENZES - BHTHE-—EMFEE

— IR e

AEBMBHEA

PN FEERE MRS WA 51,126260000
BT (ZEZENEF 1 1,013,056,000%87T) © 3
% FI X #760,662,000/ 7T (— T2 E AL 4 ¢

59,962,000/ L) °

AEEBZHEEAERRAFERSEF
1.54%%9.09% (ZEZNF : 1.81%E
8.300% ) 2 & W% - FIRMEZ B M
PRAERBEHAOLE -



For the year ended 3 1st December, 2010 HEZ
52. OPERATING LEASES (contd)
The Group as lessor (Cont'd)
At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:
Within one year E—FN
In the second to fifth year inclusive ~ FZZFAF (BEERMF)
Over five years AENE
53. RETIREMENT BENEFIT SCHEMES 53. %

The Group operates defined contribution retirement schemes in
Hong Kong, namely the Occupational Retirement Scheme (“ORSO
Scheme"”) and the Mandatory Provident Fund Scheme (“MPF
Scheme"). Contributions to the ORSO Scheme are based on a
percentage of employees’ salaries ranging from 5% to 10%,
depending upon the length of service of the employees. From 1st
December, 2000, newly joined employees are compulsorily required
to join the MPF Scheme. The employer and its employees are each
required to make contributions to the scheme at rates specified in
the rules of the MPF Scheme.

The total costs charged to the consolidated statement of
comprehensive income of approximately HK$6,846,000 (2009:
HK$5,622,000) represented contributions payable to these schemes
by the Group for the year.

—EE B HILER
**Lfﬁ 4 ()

AEBHEHBA (B)
JiNET R N ZIK;% B 2 F 5t T3 A
Z B xEBEEHEETA
2010 2009
HK$'000 HK$'000
FET THET
1,266,481 792,685
1,481,897 520,259
37,274 5,104
2,785,652 1,318,048

B4R AT &

AEE2BEBRBF RN 2 HRETE
(MR ERINGT 8] RoaBltE A a2 E (M58
BEEtE)) - ARERBRERAEZE
BERF 2 5%Z= 100%MH %K (18 T8 B AR
BER) A-ZETTF+_A-Bzxki&
MAREBZHEEHAZMARES

g - AR EZRERREEBHR /AR

EFFEMGERA T Z R -

46,000}%77:(: T4 ¢ 5,622, OOO}%
7t) - BIAREBRAFEMZETEEMN 2
H
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54. MATERIAL RELATED PARTY TRANSACTIONS

Transactions:

Save as disclosed elsewhere in the consolidated financial statements,

the Group had the following material transactions with related parties

during the year:

Income received from associates: BWEEE AR Z WA
Secretarial fee =& A
Office rental =ErERe
Management fee ERE
Interest income A B U A
Accountancy fee it E

Management and BElAR—fESE
maintenance service FITERRER
income received from a FARE RIFBA
Director and a substantial
shareholder

Property management BElE—EE
service income from FEFERR
companies controlled =N
by a Director and ZMEEBRA
a substantial shareholder

Rent, building management fee EffEE R ZEE
and rates paid to associates AEEREREM

Consideration received from

WH R U ERFREIZRE

companies controlled by a Director ~ #H 2 A" Z R (E
and a substantial shareholder:

Disposals of subsidiaries k=) NG|
Disposals of trading properties HEEEWE

Disposals of financial assets

=

54

HEHEERBBIER N R

designated as at fair value ATEzZERMEE
through profit or loss

Interest income on financial assets 6 E A B A8 5 A IR B
designated as at fair value ATEZERMEE
through profit or loss Z A BIA

Secretarial fee and accountancy fee were charged based on an
appropriate allocation of costs incurred by central administrative
departments of the Group. Office rental, rent and rates, and building
management fee were determined on terms similar to those
applicable to transactions with unrelated parties. Management fee,
management and maintenance service income (details were
disclosed in the announcement of the Company dated
18th December, 2009) and property management service income
(details were disclosed in the circular of the Company dated 18th
June, 2010) were charged at the terms agreed by both parties.
Interest income was charged at the prevailing market rate based on
outstanding balance during the year. Consideration received for

disposals were reference to market value.

E-ZT-THE+-A=t+—ALFE

BABEALTRS

I

Xt

5

2010 2009
HK$'000 HK$'000
FExT FTAT

7 11

267 267

58 48
4,832 6,787
120 120
8,523 =
5,632 =
1,830 1,667
2,478,057 752,850
120,000 =
= 1,116,798

= 23,957

WEBRRGFHENIZARE 2P RITH
BMAMEL ZRAZEEDEMKE - B
FiEES HEREMURXEERET)
REEE AR FBEA 2 BOGERME
EoBRE  BERRERBKRA GHER
BRARABHR-_ZZNAFT-A+TAN
BzRmR) RMEEREA FERER
ARREMR—ZE—ZTFAT\BZA
) THAR IR 5 10 5E < IR AR URER A1) B
ADRBEAFEEAREEEHRRERTS
MEFE - FHERBMZRED2RME

S -



For the year ended 3 1st December, 2010 HEZ

54.

55.

MATERIAL RELATED PARTY TRANSACTIONS (contd) ~ 54.

Balances:

Details of the balances with related parties at the end of the reporting

period are set out in Notes 29 and 44 above.
Key management personnel emoluments:

Remuneration for key management personnel is disclosed in Notes
16 and 17. The remuneration of the Directors and senior executives
is determined by the Remuneration Committee having regard to

the performance of individuals and market trends.

PARTICULARS OF PRINCIPAL SUBSIDIARIES ~ 55. &+

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,

2010 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 ML FER®R/ BERAE/
) PNCECE BEHE M E AR TMER
Alpha Team Limited British Virgin Islands Ordinary US$1
EREARES ERR B

Billion Up Limited British Virgin Islands Ordinary US$1
REABRES ERK 17T

Cardin Factory Limited Hong Kong Ordinary HK$2
EAMERRAE BA el 2B
Chi Cheung Investment Hong Kong Ordinary ~ HK$3,387,659.87
Company, Limited® BE L@k 3387659874

EREXBRAG

—RFE+_A=+—HBLFE

EK%&@)\iﬁ_&%@é)
s

RI{ER - HEBEA T2 XS EHFEE
B ExBizE29K 44 -

FTEEBAEMSE :
TEEBAEMERME16 R 17AREE -

EENEBRTBRAERZHeRFMEE S
Z2E[PIALRBERTIHBERETE

ESHE A TS
EEERRIEHEHMNBERARERS
RIEBRITE © HU - Tﬁﬂﬁﬁm
“EEFEF+-A=+—HAHAREEZ X
BREEREETEBZIMBRRZFE -

Proportion of
nominal value
of paid-up capital/
registered capital
held by the Company
ENRRBHRRE/ Principal activities
ZMEAAEZED L TEXHK
Directly Indirectly
B oF:3
= 100% Investment holding
REER
- 100% Investment holding
REER

= 100% Property development
and trading
NEERREER

61.96% Investment holding
REZRK

Sjuawaje)s [edURULY Pajepljosuo) 3y} 0} SAJON

-~
E—&

=

EEXxEYE b



Notes to the Consolidated Financial Statements

REVBMRME

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

(Cont'd)

Name of subsidiary

WEARAMR

Chinese Castle Limited

Chinese Estates, Limited

EABFARADA

Chinese Estates

(Harcourt House) Limited

Chinese Estates
(The One) Limited

Chinese Estates

(Windsor House) Limited

Conduit Road

Development Limited

TRELZRERLA

Country Homes Limited

For the year ended 3 1st December, 2010

55. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Place of
incorporation/
operation
EMRL
T

British Virgin Islands
RBRARES

Hong Kong
BB

Hong Kong
BB

Hong Kong
B

Hong Kong
BB

Hong Kong
BB

Hong Kong
&b

Class of share/
registered
capital held
FisRt,/
M ERER

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary
Non-voting deferred
ERFRETKR

Ordinary
EEk

Ordinary

ERAK
Non-voting
deferred ordinary
ERZE
Non-voting
deferred founder
BRI
EREEI AR

BE-T—THFT
55. F EfE A T

Fully paid
share capital/
registered
capital
BRRA/
TEA

US$1
Eo

HK$1,000
1,000/ 7

HK$200
2007

HK$2
2B

HK$100
100/ 7T
HK$2
28T
HK$10,000

10,000% 7T

HK$200
2008 7T
HK$ 164,400
164,40038 70

HK$1,000

1,000 7T

“A=+—HLtEFE

Proportion of

nominal value

of paid-up capital/

registered capital

held by the Company
ARAfERERE/
HAMEAHEEZED L
Directly Indirectly

HE &

= 100%

100% =

= 100%

= 100%

= 100%

= 70%

= 100%

ANs
= 1!

B (&)

Principal activities

TEXH

Securities investment

Investment holding
and provision of

management services

REERRREREERS

Property investment

NERE

Property investment

mERE

Property investment

NERE

Property development

NEER

Property investment

mERE



For the year ended 3 1st December, 2010

55. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary

WEARER

Dollar Union Limited

EA 2 NG

Earn Elite Development Limited

BTRRERAA]

Easy Dynamic Limited

Evergo China Holdings Limited

Evergo Holdings (China)
Company Limited
EXe&E(PE)ERAR

Evergo Holdings
Company Limited
EXREEBRARA

Fair City Limited
RAERAF

Fair Eagle Finance
Credit Limited
AEERERAA

Place of
incorporation/
operation
EMRL
T

Hong Kong
BB

Hong Kong
BB

British Virgin Islands
KEEBRAES

Bermuda/
Hong Kong

BRE/
N

British Virgin Islands/
Hong Kong

REERREE/
BA

Hong Kong

B

Hong Kong
BB

Hong Kong
BB

Class of share/
registered
capital held
FisR1,/
& A8

Ordinary

Ordinary

BBk

Ordinary

Ordinary

Ordinary
EER

Ordinary

Ordinary
el

Ordinary
el

BE-T-TF+-A=+—ALFE

Fully paid
share capital/
registered
capital
BRRE/

T EA

HK$100
100/ 7T

HK$2

28T

US$1
E

HK$100,775,869.10
100,775,869.10/& 7

US$2,509,454
2,509,454 T

HK$1,000
1,000 7T

HK$2
28T

HK$10,000,000
10,000,000/ 7T

Proportion of

nominal value

of paid-up capital/

registered capital

held by the Company
FARAMBHRRE/
HZMEAAEZED L

Directly
=k

Indirectly
&

87.5%*

100%

100%

100%

100%

100%

100%

55. T EWEB R EIFIE @

Principal activities

TEXH

Property development
and trading
NEERREER

Property investment

NERE

Securities investment

2584

Investment holding
REZEK

Investment holding

REER

Investment holding
REZEKR

Property development
and trading
NEERREER

100% Securities margin financing
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55. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary
) NGRS

Fair Eagle Futures
Company Limited
REHEHRAA

Fair Eagle Securities
Company Limited
REESHRAA

G-Prop (Holdings) Limited*®
TECRBERAA

Global Stage Limited

Grand Silver Limited
(Business name:
Grand Silver Capital Limited)
(EHBAa7H :
Grand Silver Capital Limited)

Grandhall Secretarial
Services Limited

BEUERBERAA

Groupluck Company Limited

Harbour Trade Limited

Place of
incorporation/
operation
EMRL
T

Hong Kong
BB

Hong Kong
BB

Bermuda/
Hong Kong

BRE/
BB

British Virgin Islands
REERRES

British Virgin Islands/
Hong Kong

RREMREE/
Bk

Hong Kong
BB

Hong Kong

B

British Virgin Islands

Class of share/
registered
capital held
FisRt,/
M ERER

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary
el

Ordinary

Ordinary
EER

qHE—
55. F EfE A T

Fully paid
share capital/
registered
capital
BRRA/
TEA

HK$5,000,000
5,000,000 7

HK$228,000,000
228,000,000 7

HK$24,282,550.08
24,282,550.08/ 7T

US$1
E

US$1
Eo

HK$10,000
10,000/ T

HK$2

2B

US$1
1%

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
ARAfERERE/
HAMEAHEEZED L
Directly Indirectly
HE &

100%

100%

= 41.93%

100%

= 70.01%

100%

= 100%

100%

ANs
= 1!

T—ZTEF+-_A=1+—HILFE

B (&)

Principal activities

TEXH

Brokering and dealing
in futures contracts

HESNELRREE
Provision of brokerage

RELLRTE

Investment holding
REZEK

Securities investment

B5RA

Property development

VES

Secretarial services

WERT

Money lending
W&

Securities investment

EHRE



For the year ended 3 1st December, 2010

55. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary

WEARER

Hillsborough Holdings Limited

Mass Rise Limited
EAEBAH

Modern City Investment Limited

MHEREERAA

Moon Ocean Ltd.

Oriental Master Ltd.

Paul Y. (New Tunnel) Limited

REFRB FRLA

Paul Y. Holdings
Company Limited

Perfect World Company Limited
BENREEBRAF

Pinecrest International Limited

Place of Class of share/
incorporation/ registered
operation capital held
EMRL/ FisR1,/
KEMY & A8
British Virgin Islands/ Ordinary
Hong Kong EER
RREMREE/
N
British Virgin Islands Ordinary
KEERRHS ERAK
Hong Kong Ordinary
BA ERR
British Virgin Islands Ordinary
KEEBRS ERAR
Non-voting
deferred
ERZRETR
British Virgin Islands Ordinary
REABRES ERAK
Hong Kong Ordinary
B LR
Cayman Islands/ Ordinary
Hong Kong TRk
AeHs/
BE
Hong Kong Ordinary
BE el
British Virgin Islands Ordinary
REEARES LBk

BE-T-TF+-A=+—ALFE

Fully paid
share capital/
registered
capital
BRRE/

T EA

US$1
Eo

US$1
E

HK$4
48T

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

2,999% 1T

US$1
ES

HK$2
2B

HK$70,715,005.70
70,715,005.707% 1

HK$10,000
10,000/

US$1
1%

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company
ERAFEHERE/
HZMEAAEZED L
Directly  Indirectly
HE &

= 100%

= 100%

= 75%

= 70.01%

100% =

= 100%

100% =

= 100%

= 100%

55. T EWEB R EIFIE @

Principal activities

TEXH

Property investment

NERE

Investment holding

REER

Property investment

NERE

Property development

NEER

Investment holding

RAER

Investment holding
REZEKR

Investment holding

REER

Estate management

NEER

Investment holding

REER
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55. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary
) NGRS

Pioneer Time

Investment Limited

Pretty Wave Limited
EEBRAR

Rich Honour Limited

SEERDA

Silver Step Limited
RERRAA

Silvercord Limited

RRBRAH]

Sincere Field Limited

Smart Ocean Limited

Speed Win Limited
AERR AT

Stable Castle Limited
ZAEB AR

Sun Power Investments Ltd.

Place of
incorporation/
operation
EMRL
T

British Virgin Islands/
Hong Kong

RREMREE/
BE

British Virgin Islands
KEERRHS

Hong Kong
BB

Hong Kong
B

Hong Kong
0

British Virgin Islands
EBRARES

British Virgin Islands

Hong Kong
BB

Hong Kong
BB

British Virgin Islands/
Hong Kong

REERRES/
BE

Class of share/
registered
capital held
FisRt,/
M ERER

Ordinary

Ordinary

Ordinary

Ordinary
TRk
Ordinary
TRk

Ordinary

Ordinary
TRk

Ordinary
Ordinary

Ordinary
TRk

qHE—
55. F EfE A T

Fully paid
share capital/
registered
capital
BRRA/
TEA

US$1
Eo

US$1
E

HK$2
28T

HK$2
2B
HK$ 14,600

14,6007 ¢

US$1
(E

US$1
(E

HK$2
28T
HK$ 1
17T

US$1
(E

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
ARAfERERE/
HAMEAHEEZED L
Directly Indirectly
HE &

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

ANs
= 1!

T—ZTEF+-_A=1+—HILFE

B (&)

Principal activities

TEXH

Property investment

NERE

Securities investment

B58A

Investment holding
REZEKR

Property development
and trading
NEEEREE

Property investment

mERE

Securities investment

Investment holding

REER

Property development
and trading
NEZRREER

Property investment

NERE

Securities investment

EHRE



For the year ended 3 1st December, 2010 HE_Z-ZFE+_A=1T—HILFEE
55. PARTICULARS OF PRINCIPAL SUBSIDIARIES  55. F Zf{ B A 715 @)
(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 EMARYL/ Fiie,/ BRRE/ ARIFBHERE/ Principal activities
W 2 B & B geny M EREE HZMELX HEMEFEEZEIN TEEH
Directly  Indirectly
HE &
The House of Kwong Hong Kong Ordinary HK$500,000 = 100% Cosmetics distribution
Sang Hong Limited BE ERR 500,000/ 70 and trading
BEZRERAA ftimp#HERE S
Treasure Note Limited British Virgin Islands Ordinary US§1 = 100% Securities investment
ERAB AT EREARES ERR 157 EHRE
View Success Hong Kong Ordinary HK$2 - 61.96% Property investment
Investments Limited BA TRk 28T NERE
RTREBRAA
BXaRME (K#H BRARL PRC Registered US$219,760,000 - 100% Property development
Fvergo Real Fstate (chengdu) FER  219,760,000% T and trading
Company Limited? NMEERREER
BXaRME (LB BRAR PRC Registered US$10,500,000 - 100% Property investment
(Fvergo Real Estate (Shanghai) T E A 10,500,000% 7 NERE
Company Limited)*
BXREE (KM ARDAL PRC Registered US$449,400,000 - 100% Property development
(Fvergo Enterprises (Chengdu) HEA 449,400,000 T NEER

Company Limited)*

None of the subsidiaries had any debt securities subsisting at the end of the reporting period or at any time during the

reporting period.
RIBEFRENEFREAREGE - YEMNBRRAESEAEBES -

* Listed company in Hong Kong
BB LTAR

* 75% owned by the Group and 25% owned by Power Jade Limited
N[5 8 75% K Power Jade Limited# A 25%

e Although the Group has only 41.93% interest in G-Prop, the Group still has control over its board and the governing power
of its financial and operating policies. In addition, a director, who is also the controlling shareholder of the Company, held
approximately 20.33% of the issue shares of G-Prop through his wholly-owned company. Thus G-Prop remains as a
subsidiary of the Company.

MEAEERSE ZERERA1.93% - EASEEHEESNAFEGE  TEEERAMBNEERE : B4 -
RAR— (M EFHREERRBBELERB 2 RARFEREN2033%0KE - REENBARTZHMBARF -
4 Wholly foreign-owned enterprise

SNEBERE
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56. PARTICULARS OF PRINCIPAL ASSOCIATES

BE-T-TFEI-A=+—ALFE

56.

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 3 1st December, 2010

which principally affected the results or assets of the Group.

Name of associate

BENTEH

Best Profit Limited
FEERARA

Direct Win

Development Limited
BRERBERAA

Ever Sure
Investments Limited
KR EBRAE

Finedale Industries Limited

EHEXERAA

Get Wisdom Limited
BEERAR

Healthy Point Limited
BAERAA

Power Jade Limited
(Business name:
Power Jade
Capital Limited)
(EB2H
Power Jade
Capital Limited)

Place of Class of share/
incorporation/ registered
operation capital held
B3 FisRe/
BEwE M ERER
Hong Kong Ordinary
B Rl
Hong Kong Ordinary
B TR
Hong Kong Ordinary
B Rl
Hong Kong Ordinary
BE LR
British Virgin Islands Ordinary
ERERARHS Rl
Hong Kong Ordinary
B Rl
Non-voting preferred
ERZEELR
British Virgin Islands/ Ordinary
Hong Kong LiER
RERARESE/
BB

Fully paid
share capital/
registered
capital
BRRE/
HMEE

HK$1
18T

HK$900
9007 7T

HK$2
28T

HK$9,999
9,999 7T

Us$10
10%7T

HK$2
25T
HK$1
18T

US$20
20% 7T

- T kA =
F EHi= N A5

==
B

EXEgRARIEEMBHEATNERGS
REBRITE - it TRRAKE
RZZE—ZF+-_A=+—HHEAEEZ

XEREERERYE

I o

Percentage

of equity
attributable
indirectly

to the Company

AR EEES
e Nzl

25%

33.33%

500%

33.33%

50%

500%

50%

ZHE RN B ZF

Principal activities

TEXH

Property development
and trading
NEERREE

Property development
and trading
NEERREE

Property development
and trading
NEERREE

Property investment

NERE

Investment holding
REER

Property investment

NERE

Investment holding



For the year ended 3 1st December, 2010

56. PARTICULARS OF PRINCIPAL ASSOCIATES

(Cont'd)

Place of
incorporation/
operation
EMRL
TE

Name of associate
BENRRE

Strongplus Limited

The Kwong Sang Hong

International Limited BEE

ERERERERRDA PRC
Chongging Champion H
Globe Company Limited*

EEVBHERRAR PRC
Chongging Champion e
King Company Limited*

ERRERMERRRAAS  PRC
Chongaing Sino Land i

Company Limited®

RABMAEERAAN! PRC
Oriental Arts Building Co. Ltd!

& Wholly foreign-owned enterprise
SNETEE R

f Sino-foreign equity joint venture enterprise
HINEEREDLE

British Virgin Islands
REEBARES

Bermuda

Class of share/
registered
capital held
Fike,/
& A8

Ordinary
Rl

Ordinary

Rl
Registered

AMEAR

Registered
Balli-EN

Registered
Balli-EN

Registered
RHAT & A

BE-T-TF+-A=+—ALFE

6 bk AL N\ =S E .
SEHE N TS @)

Fully paid
share capital/
registered
capital
BRRAE/
& A

Us$2
2ETT

HK$100,000
100,000/ 7T

HK$1,650,000,000

1,650,000,000/% 7

HK$1,150,000,000
1,150,000,000/% 7

HK$2,380,000,000
2,380,000,0007% 7T

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

56. &

Percentage

of equity
attributable
indirectly

to the Company
ERREEES
RA&E 2

50%

50%

25%

25%

25%

50%

Principal activities

TERH

Investment holding

REER

Investment holding
REZR

Property development

NEERE

Property development

NEER

Property development

NEER

Property investment

and hotel operation

NERERBERLE
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For the year ended 3 1st December, 2010

57. INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

Investments in subsidiaries WEBAREE
Amounts due from subsidiaries JiE W B /B8 A B FRIA
Other current assets HEtmeEE
Amounts due to subsidiaries R E KB AR FKIE
Other current liabilities HEtmEBaE
Financial guarantee liabilities MBEEREE

Net assets BEFE

Share capital (Note 46) A& (Bt £ 46)
Reserves ]

Total equity IR fe 2 AR KR

(@) The HKICPA has issued the new HKFRSs which are effective

(b)

©

(d)

for the Company's financial year beginning 1st January, 2010.
The application of the new HKFRSs had 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.

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.

The amounts due from (to) subsidiaries are unsecured,
interest-free and have no fixed repayment terms. The Directors
consider that the fair values of the amounts due from (to)
subsidiaries at the end of the reporting period approximate to

their corresponding carrying amounts.

Profit of the Company for the year ended 31st December,
2010 amounted to approximately HK$3,992,538,000 (year
ended 31st December, 2009: HK$64,816,000).

BE-T-TFEI-A=+—ALFE

57. A

(a)

(b)

(d)

= N =+ \
RBt RN s

2010 2009

HK$'000 HK$'000
FExT FET
5,140,018 5,140,576
2,208,018 3,598,261
4,750,859 1,582,156

(9,058,508) (9,952,421)

(1,766) (2,789)

(1,371) (2,430)
3,037,250 363,353
190,762 195,000
2,846,488 168,353
3,037,250 363,353

EREHMAGEREMNARRES
ZZF A -BRRZIRFEE
M2 BB BRELER - ERFE
BB RE R B A G E HIRE X
BESFHBEE R BN Z HE
REBTABEREANEATE -

ARBEAHRBAFEVHER - A
XEFMBAR 2 RAREE - &
B SMBRRARRANBERE

TEME -

&7
B

MEARRERIER S EHEATIE
8 ERATKEESRI2ERBR
BEMBRRZMEFARKESREE

FE o

W (RE) B R R SRR EER -
RERYEEETERY BEFSR
o B (RE)MBARRARES
Rz A EEEAMERmERS

BHE-Z—ZEF+_A=1T—HIF
& - AR R M A &3,992,538,000
Br@EHEZTENF+=_A=+—H
LEFE : 64,816,000/87T) °



For the year ended 3 1st December, 2010

58. EVENTS AFTER THE REPORTING PERIOD

(@

(b)

Acquisition of River Court Holdings Limited and its subsidiaries

On 14th January, 2011, the Group entered into a sale and
purchase agreement with third parties, in relation to the
acquisition of 100% equity interests in River Court Holdings
Limited, which indirectly held the freehold office building,
namely River Court, located at 116-129 Fleet Street, Midtown,
London, United Kingdom at a consideration of GBP37,791,104,
subject to adjustment, and the assumption of shareholders’
loan of approximately GBP43,289,000, which are equivalent
to approximately HK$465,260,000 and HK$532,946,000
respectively (the "Acquisition of River Court”). The Acquisition

of River Court was completed on 14th January, 2011.

Upon completion of the Acquisition of River Court, River Court
Holdings Limited has become a wholly-owned subsidiary of
the Group. As of the date of approval of these consolidated
financial statements, the Directors were still assessing the
accounting implication of the transaction to the consolidated

financial statements.

Subscription and purchase of bonds

On 19th January, 2011, the Group entered into a subscription
agreement (the “Subscription”) with a third party, in relation
to the subscription and purchase of the bonds in the aggregate
principal amount of RMB2,000,000,000 (the “Bonds"), to be
settled in USD which is equivalent to approximately
US$303,000,000. The Bonds are senior secured guaranteed
carried interest at a rate of 8.5% per annum and to be matured
in 2014. The Subscription was completed on 15th March,
2011.

HEZ

—RFE+_A=+—HBLFE

58. & LHIR1& £18

@

(b)

U B River Court Holdings Limited & £ Kt
I /NC]

RZZE——F—HAF+MHA - A&
FE=FFIVEEWZE  URKEBHOR
37,791,104588 (VR T LA ) FoA 4
k%%m@%ﬁéﬁmsaoooa&% " 5
B HHE R # 465,260,000 7T &
532,946,0007% st i EERiver Court
Holdings Limited 2 1000z ([ 4z &%
River Court J) ° River Court Holdings
Limited &4 #5552 74 22 B ffm BUMidtown
Fleet Street 116-129%% + 4 ARiver Court
ZIKAFRERTE o iERiver CourtE
RZE——F—ATHATK -

It #&River Court=I858Ak & - River Court
Holdings Limited( i /m N5 B 2 2 &
BMBARF - RBBEZZLLRE VR
FKAH %?Aﬁﬁpﬁﬂi X 5 ¥R

SMBWERNE

‘?/E. °

REBELBEES

RZEBE——F—A+NH  K&EH
FE=FIRERE ([ZRE]) - &
RERBERAGHABARK
2,000,000,0002 &% ([#ZEFH]) I
LA E 47303,000,000E T3 i © #%
BHRFANERSSERBILAIEME
REHF FHBA-Z—WF -
BER=ZZT——F=—A+HHEZTK

u/< n/p
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59.

60.

COMPARATIVE FIGURES

As explained in Note 2, due to the adoption of new and revised
HKFRSs during the current year, the accounting treatment and
presentation of certain items and balances in the consolidated
financial statements have been revised to comply with the new
requirements. Accordingly, certain prior year and opening balance
adjustments have been made, certain comparative amounts have
been reclassified and restated to conform with the current year's
presentation and accounting treatment, and a third column of
consolidated statement of financial position as at 1st January, 2009

has been presented.

AUTHORISATION FOR ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised
for issue by the Board of Directors on 23rd March, 2011.

BE-T-TFEI-A=+—ALFE

59.

60.

g 22

A E2FTE - RAFERBBRU R
SREANZFHEYREFTRE  HRAMBR
KRBzt EREN TN ZEHB R
BRCEFTANEFRE - Bt - BEFE
REAAESREIEL AR MEAFE LS
AIERZNTARBIELBEFCERN
PEREY  —EFENLF-HA-HZEY
E2IRNEAMBRRNBRE=F -

X TR A I SRR

EEGERN T ——F=A-+=HH#tE
RIRETBREAMBERE



Five-Year Financial Summary ﬂ
AFEHBHRE

Summary of the results, assets and liabilities of the Group for the last five =~ AEBBERAF 22485 EEHEEBEMESNT

years is as follows:

For the year ended 31st December

BE+-HA=+—-HLEE

2010 2009 2008 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FTAET TAT TAT TAT

(Note (b)) (Note (c)) (Note (c)) (Note (c))
(P 3E (b)) (P =E () (P 3E () (Ft 5% (c))

(Restated)
(&%)
Results £
Revenue WA 2,671,012 2,151,319 1,264,925 4,478,075 4,763,789
(Note (a))
(B 5ECa))
(Loss) profit for the year ~ RNEER G35 E
from continuing REEK
operations (&5 18) & 7 (8,835,747) 10,047,466  (1,454,258) 8,332,868 7,557,087
Loss for the year from REERER
discontinued RSl de
operation ES o) o= - - (1,950) = =
(Loss) profit for the year A& [Z (E548) % 7 (8,835,747) 10,047,466  (1,456,208) 8,332,868 7,557,087
Attributable to: FE(S :
Owners of the Company AR & #A A (8,858,245) 10,023,423  (1,494,376) 8,195,857 7,477,345
Non-controlling interests i &= 22,498 24,043 38,168 137,011 79,742

(8,835,747) 10,047,466  (1,456,208) 8,332,868 7,557,087

(Loss) earnings per share &% (E518) &7

(HK$) (%7T)
Basic AR (4.60) 5.02 (0.67) 3.60 3.39
Diluted BE (4.60) 5.02 (0.67) 3.60 3.33

Final and interim dividends & % 7 8 & B % &

per share (HK cents) (B 1.0 3.0 145 36.0 30.0
Special dividend BRERIRE
per share (HK cents) (F&AL) 40.0 63.0 99.0 = =

-~
E—&

=

EEXxEYE b
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Five-Year Financial Summary
LFEHBEHRE

CHINESE ESTATES HOLDINGS LIMITED Annual Report 2010

R+=B=+-—H
2010 2009 2008 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHERT FHT FHET THET FHET
(Note (b)) (Note (c)) (Note (c)) (Note (c))
(Ft=E (b)) (Mt (o) (Mt % (o)) (Ft5E(0))
(Restated)
(E31)
Assets and liabilities BERERE
Total assets BERE 55,056,360 59,359,365 51,877,539 66,714,307 57,634,327
Total liabilities BERE (20,845,509) (15,047,051) (16,574,890) (19,048,774) (21,671,693)
Total equity IRA R 34,210,851 44312314  35302,649  47,665533 35962634
Attributable to: FE1h
Owners of the Company RAREEA 33,507,866  43511,661 34,650,593 47,161,638 35,532,698
Non-controlling interests s 702,985 800,653 652,056 503,895 429,936
34,210,851 44312314 35302649  47,665533 35,962,634
Net asset value per share AR AI#HEH AELG
attributable to owners BREEFE
of the Company (HK$) (B7T) 17.57 2231 16.68 20.50 15.72
Number of shares issued B #TRBEE 1,907,619,079 1,950,000,079 2,077,750,079 2,300,443,378 2,259,809,483

At 31st December

Notes: B aE -

(a) During the year ended 31st December, 2008, the Group changed its  (a) R-ZZN\F+-A=+—HI&E  KN&EME
presentation in the sale of investments held-for-trading to a net basis. HHERIEEEREZEWRH A ERRFEE
Accordingly, the figure for year 2007 has been adjusted to reflect the BEREZ2H - Filt  EN=ETHF2EFUR
change. e 2 % -

(b)  Figures for year 2009 have been adjusted to reflect the changes in (b)) Z—ZTNFZHFELFAE @ URMEE T
accounting policies as described in Note 2 to the consolidated financial R TP 2 SRR E -
statements.

(c)  The summary of the results, assets and liabilities of the Group for the  (¢) A&EEHE-—ZTEN\F+-_A=+—HI=@

three years ended 31st December, 2008 have not been restated upon
the early adoption of HKAS 12 (Amendment) as the Directors are of
the opinion that the restatement would involve costs not in proportion
to the benefit of the Group.

FEEE  AERAEEELERRTRMN
FEBEERIE 129 (B TA) BT - 2o
REFTRABIINS 2 RARAEE 8%
THET -



Schedule of Principal Properties

EEWEM R

The following table sets forth the Group’s major properties as at 31st December, 2010:

TREFIAEEAR T —ZTF+ _HA=+—HZIEM%X:

PROPERTIES IN HONG KONG
ENEEYES

Properties held for investment

FIEREME

Location

1o 3

1.  Windsor House
311 Gloucester Road
Causeway Bay
Hong Kong
(including 157 car parking spaces)
EEARE
BAEMALE LTE315%
(BB 157MEERL)

2. Harcourt House
(excluding 7th, 8th, 9th, 22nd,
23rd, 25th, 26th and 27th floors,
rooms 1004 and 1805)
39 Gloucester Road
Wanchai, Hong Kong
(including 113 car parking spaces)
HERAE
BAETETITEINNR
(7-8-9-22-23-25"
26271 ~ 10041805 E KR 41)
(BHE113{EE )

3. MassMutual Tower
38 Gloucester Road
Wanchai, Hong Kong
(including 55 car parking
spaces on basement)
ZEBEAE
BR B ELITE385%
(B E 2 55M@ 8 A7)

Lot number

1 B4R 5

The Remaining Portions of
Inland Lot Nos. 7717 and 7718

Usage
A&

Commercial

[EES

Section A of Inland Lot No. 781 and
Sections A and C of Inland Lot No. 782

RHER 7717771858 T 20
R ER 78 157 AER I
A3 ER 78255 A CER

Certain parts or shares of and
in Inland Lot No. 8573

M ER 85735k 2
&HTHAKMNE

Certain parts or shares of and

in Inland Lot Nos. 3287 and 6936
M 3287 269365 <
ETHBHkME

Commercial

[GE3

Commercial

[ZE3

Category of
the lease
term
HEE R

Long
=5

Long
=31

Long
=8

Group'’s
interest
3
P4t #E 25

100%

100%

100%

-~
E—&

=

EEXxEYE b
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PROPERTIES IN HONG KONG (contd)

BEYE @)

Properties held for investment (Cont’d)

BEREWE (&)

Location

1o B

4. The ONE
No. 100 Nathan Road and
nos. 1-19A Granville Road
Tsimshatsui, Kowloon
Hong Kong
The ONE
BEENERDHE
N 1005% &
IERLE B 1-19A5%

5. Silvercord
Shops, restaurants and food court
on basement, shops on lower ground floor,
ground floor (excluding shop no. 38),
1st floor (excluding shop no. 39),
2nd floor (excluding shop no. 41),
the whole 3rd floor and

car parking spaces nos. 1,2, 6,7, 8, 9, 21,

24, 25, 26, 29, 30, 34 and 35 on basement

No. 30 Canton Road, Tsimshatsui
Kowloon, Hong Kong

b LS
BAENEXDHERBI0%R

WE 2 EERERES
WTERE - 3T (385K MMM

18 (BRI - 218 (415 ERI)
ErE AHKIME 2678921

24252629 30 34% 355 E (s

Lot number

1t B 4R 5%

The Remaining
Portion of Kowloon
Inland Lot No. 6022
JURE A3 ER 602255
BT ED

Certain parts or shares of and

in Kowloon Inland Lot No. 10656
JUBE A BR 1065657 2
aHTHANMNE

Usage
A%

Commercial

[GE3

Commercial

[GE3

Category of
the lease
term

&R

Medium

4

Long
=31

Group’s
interest
£H
P4t #E 25

100%

100%



PROPERTIES IN HONG KONG (contd)

BEYE @)

Properties held for investment (Cont’d)

BEREWE (&)

Location

1o B

6.  Causeway Place
Shop nos. M1, M2, M3, N1, N2, O and P
on ground floor
shop nos. N2, O and P on mezzanine floor
the whole of 1st and 2nd floors and
their respective portions of exterior walls,
together with flats C, 1, J, K, L, N, O, P, Q

(each including a flat roof) and H on 3rd floor

Hong Kong Mansion

nos. 1-7 Paterson Street and
nos. 2-10 Great George Street
Causeway Bay, Hong Kong

o 5 1t 7S

BETEE
BIEFHE1-T5R R
M e t2-108%

BERE

M - M2~ M3~ N1~ N2~ OR PSR A&

BIEN2 - ORPHEH  1IBR2EZER
EE B 2 IMNEER

3EC 1 J K L*N-0P-Q
(BESEMZTAR) RHEM

7.  Chic Castle
Various shops on
1st, 2nd and 3rd floors
President Commercial Centre
602-608 Nathan Road
Mongkok, Kowloon
Hong Kong
Chich£
BRENERA
W E602-608%%
BREEANE
118 2B R3BE T

Lot number

1t B 4R 5

Certain parts or shares of and
in Inland Lot No. 7742
NIER 774257 2
&THANMNE

Certain parts or shares of and
in the Remaining Portions of
Kowloon Inland Lot

Nos. 7061, 7062 and 7063
FLEEMHER 7061 ~ 7062 %
706357 TR D 2

ET Bk MNE

Category of Group’s
the lease interest

E2UES S

saipadoid jedpund jo anpayss

Usage term 5B
RE HEBER ez

Residential/ Long 100%

Commercial RHA

FE/ 1%

Commercial Medium 75%
[HES T A

-~
E—&

=

BEXEYE ELd
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PROPERTIES IN HONG KONG (contd)

BEYE @)

Properties held for investment (Cont’d)

BEREWE (&)

Location

1t B

8. Various Portions of
No. 1 Hung To Road
Kwun Tong, Kowloon
Hong Kong
(Comprising 352 workshop units and
77 car parking spaces)

BENEEE
BEEIRETEQ
(BE352E T H B K
77{E=E A7)
Location Lot number
1t 2 3t B3 4R 5%
9. Sun Fair Mansions* Section M of
12 Shiu Fai Terrace Inland Lot No. 2302
Mid-Levels East and the Extension
Hong Kong thereto and
HERE* Section X of
BAERF¥L Inland Lot No. 2302
EREZ12% and the Extension
thereto
MR 23025k MER &
HEEEHH R
AR 23025%XEE &
HERH 5
* Under redevelopment
BEH

Lot number Usage
1t B 4R 5% A
Certain parts or shares of and Industrial
in Kwun Tong Inland Lot No. 415 T
BRI 4155 2
=T skin s
Estimated
Approx. gross
Estimated site area  floor area
completion (square feet) (square feet)
Stage of date 1 82 [E R flist
completion ftst Ny HAREEE Usage
72 B £ SR B H (FAR) (FHR) A%
Site formation Mid of 2013 12,030 41,020 Residential
work in progress —E—=4 FE
TR F
EITHR

Category of
the lease
term

&R

Medium

o

Category of
the lease
term

R

Long
&

Group’s
interest
£H
4t #E £

33.33%

Group’s
interest
3
Frik Rz

100%



PROPERTIES IN HONG KONG (contd)

s Al
BAME @
Properties held for sale
BFELEMSE
Location Lot number
B M ER 4R 5%
1. York Place Marine Lot No. 296
No. 22 Johnston Road V8 55 10 EX 29695
Wanchai, Hong Kong
York Place
BEBTHLBCE225
& Certain units have been sold after 31st December, 2010.

EFENER-T-—TFE+-_A=t+—BREL -

Parc Palais Kowloon Inland Lot No. 11118
18 Wylie Road, King's Park TEEAMIER 111185%
Kowloon, Hong Kong

FEiE

BBENBE

REABIEE 185%

i Certain units have been sold after 31st December, 2010.
ETEMER-_Z—ZTF+_A=+—HEED

o Excluding all car parking spaces area.

TEEMAELZHEE -

Approx. gross
floor area
(square feet)
HBEEERIH
(FEFHR)

4711%

9,192%*

Usage
kS

Residential/

Commercial

EEYEEES

Residential
F=

Group’s
interest
5=
Frib R

100%

10%

E2UES S

saipadoid jedpund jo anpayss

-~
E—&

=

BEXEYE ELd
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PROPERTIES IN HONG KONG (contd)

BAYE =
Properties held for sale (Cont’d)
HELENE (&)
Approx. gross
floor area
(square feet)
Location Lot number HEEEEOH™ Usage
it B b BR 4R 55 (FEFHR) A%
3.  Tuen Mun Centre* Certain parts or shares of and 20,048% Commercial
Cinema portion on in Castle Peak Town Lot No. 57 [EES
ground floor, 1st to 3rd floors BT ER575% 2
flat roof on 4th floor HFE R

portion of external walls of cinema
shop nos. 14 and 16

on ground floor

Nos. 2-8 Wo Ping Path

Nos. 7-35 Yan Ching Street
Tuen Mun, New Territories
Hong Kong

P A

B8R R P

FFAE2-85%

C B 7-355%

T 1BEIRER D
AT A -~ Zy B IME A K&
# T 14% 1655 B 4

* The property has been sold after 31st December, 2010.
ZMEER_Z—ZTF+_A=+—HEEL -

& Excluding flat roof area on 4th floor.

TEEMET A2 EE -

Group’s
interest
-3
PR R &

100%*

& On 11th February, 2010, the Group had acquired the remaining 50% interest in the property. As a result, the Group

obtained 100% control over the property.

RZZE—ZF-_[+—H AEEBAZMESRTS0% Ea o it - NREBEGZ Y E 2 100%32 il # -



PROPERTIES IN HONG KONG (contd)

BEYE @)

Properties under development held for sale

FIEHEZBRR P

Stage of
Location Lot number completion
2 R ET: TP B
1. 55 Conduit Road Remaining Portion of Piling work and
Hong Kong Section A of Inland the associated
BE Lot No. 2138 substructure
TFREES5H Sub-section 1 of work in progress
Section A of Inland THEREATRE
Lot No. 2138 and 7%
Inland Lot No. 2612
MIBR21383RARE T H D
AMR2138HAR 1 DB K
M R26123%
2. The Hermitage Kowloon Inland Interior fitting
1 Hoi Wang Road Lot Nos. 11167 work in progress
Kowloon, Hong Kong and 11168 EAREIR
wE 2R NERMER TR
EBNE 11167%11168%
B
3. Junction of Kowloon Inland Superstructure
Hoi Wang Road, Lot No. 11073 work in progress
Yan Cheung Road and  /LEE 3 ER TERETR
Yau Cheung Road 11073% HTH

West Kowloon
Reclamation Area
Kowloon, Hong Kong
BANE
ANERSE
BAE - RAE
RERABRR

Approx.

site area

(square

Estimated feet)
completion  HEEE
date B

R AE  (FAR)

2013 36,000

—T-=F

Early 2011 146,132
—p——

Mid of 2012 86,758
—E—_ &4

Estimated

gross

floor area

(square

feet)

fiat
BEHHE Usage
(F5R) ik

87,800  Residential
FE

1,095,980 Residential/
Commercial

e/ /B

650,600 Residential/
Commercial

/B

Group’s
interest

58
Frib &

70%

25%

15%

ERUES S

saipadoid jedpund jo anpayss

-~
E—&

=
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PROPERTIES IN MAINLAND CHINA
SHE PN T2 S

Properties held for investment

FIEREME

Location

1 Bh

1. Hilton Beijing
1 Dongfang Road, North Dongsanhuan Road
Chaoyang District, Beijing
It RFHEEEE
LR E G R
R=RILE - RITE1%

2.  Oriental Place
9 East Dongfang Road, North Dongsanhuan Road
Chaoyang District, Beijing
RAEBEBKRE
ERTHE R
R=RIE - RO RIEOM

3. Evergo Tower
(excluding unit no. 3 on 9th floor and
unit no. 7 on 10th floor)
1325 Central Huaihai Road and 1 Baoging Road
Xuhui District, Shanghai
BEXBAE
LEmERER
BT 13255% R BB 157
(TBEIEIERI10ETE)

4. Platinum
233 Taicang Road
Luwan District, Shanghai
HEKRE
FEmEER
KR BE2335

5. Lowu Commercial Plaza
79 retail shops on 1st floor
Jianshe Road, Luohu District
Shenzhen, Guangdong Province
BHMEEH
BRE R TR
BEREIEITIRTEEME

Usage
Rz

Hotel/Commercial

Y- ES

Commercial

[EE

Commercial

[EES

Commercial

[GES

Commercial

[EES

Category of
the lease
term

A A

Medium

&

Medium

&

Medium

A5

Medium

o H

Medium

T

Group’s
interest
£H
Pt R

50%

50%

100%

50%

100%



PROPERTIES IN MAINLAND CHINA (contd)
rR B K BE Y 3 )

Property held for sale/Property under development
REHEME BRPWE

Name of project

R

1. Splendid City*
EE o Bt

Location

bk

Croup 1,2, 6

Langjia Village

Croup 1,2,3,4,7
Yuejin Village

Jinniu District, Chengdu
Sichuan Province

m)ll &K #Hm et E
SRAT -2 64
BN 223474

Stage of
completion

5 F PR B,

Phase I:
Completed
Phase II:
Superstructure
construction
work in progress
4
B
FH:
LTERETR
EITH

Estimated
completion
date
R A

Phase II:

Mid of 2012
FH:

R CFEH

The project will be developed in two phases. Area stated herein represents aggregate area of the whole project.

REPMARE - ZSERABERRE 2R

Certain units of Phase | have been sold after 31st December, 2010.
E-BETEMER-F-ZFF+-A=+—-BHEL -

Property held for investment under development

BREDEFEREWE

Estimated
Stage of completion
Name of project Location completion date
R b2 TR fhEt 52 A B 5
1. Chinese Estates East of Sanguigian Street Substructure Commercial
Plaza* south of East Dagiang Street  construction portion:
ZERS west of South Taisheng Road ~ work in progress End of 2013
and north of Tidu Street TEAERZETE  Residential
Qingyang District, Chengdu  #47 portion:
Sichuan Province End of 2014
mERBHEER AEES -
ZHAEUR “E-CHER
AEREAR EEHD
AFERAER —E-MEER
REENRIL

¥

Approx.
site area
(square
feet)
e
ARAY
(FHR)

404,267*

The project will be developed in phases. Area stated herein represents aggregate area of the whale project

RRARRER - ASHRAREER AER -

Estimated
Approx. gross
site area  floor area
(square (square
feet) feet)
it & fiat
HENY LEEEE Usage
(F5R)  (F5R) ik
795,625* 3,743,000** Residential
and
commercial
FEREE
Estimated
gross
floor area
(square
feet) Category of
fhat the lease
BEAEE Usage term
(EAR) Jife3 HREER
3,229,000* Residential Medium
and i
commercial

Group's
interest

3]
it s

100%

Group’s
interest

-
gy $

100%

E2UES S

saipadoid jedpund jo anpayss

-~
E—&

=

BEXEYE ELd



PROPERTIES IN MAINLAND CHINA (contd)
AR B K BE Y 3 o)

k-
g‘ Properties held for development
%g BERRYE
g g Estimated
a Approx. gross
E H sitearea  floor area
§ (square (square
é Estimated feet) feet) Group's
Stage of completion & fi 5t interest
Name of project Location completion date EHENE LEEER Usage £H
HE A 8 TR fhzt TR A (FHR) (FrR) Rg&  FiiRR
1. The Metropolis* East of Yixue Lane Phase |: Phase I: 194,411%  1,652,000%  Residential 100%
EEHEEE south of Hongbu Main Street  Superstructure End of 2012 and
and north of Tangba Street construction -5 commercial
Jinjiang District, Chengdu work in progress —E-—EFRE FEREE
Sichuan Province £-5:
M)l & E TR LERETR
EZ2BUER 1T
AL IEfTIA R R
EEEAL
o The project will be developed in phases. Area stated herein represents aggregate area of the whole project.
HEORRER - ZEEBRAREEA ZERTE -
2. Huaxinjie Street No. 1 Zhongxin Section In design stage Phase I 2,207,546* 11,086,000 Residential, 25%
Development** and Qiaobei Village ERAEER Fourth Quarter commercial
Chongging Huaxinjie Street of 2014 and school
E-) Jiangbei District -5 FE - mE
ENEHE Chongging “T-mF RER
BEEA EEMILE FNE
EiEE
IR R
AR5
* The land was acquired in public auction held on 30th July, 2007. The contract for grant of state-owned land use right was signed with Chongging Land and

Resource and Housing Administration Bureau on 2nd February, 2008. The land was handed over on 15th July, 2010.
ZHBER-ETHEL A= THEANLRARETRE - EREA L RENFSRAR - ZENF_ A AEEETHT ERNEEERRE « 43
BRER-Z-TELATHARE -

& The project will be developed in four phases. Area stated herein represents aggregate area of the whole project.

BERANHER ZEARARARAZARE
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PROPERTY IN MACAU

AR EYIES

Property under development held for sale

FEHEZBRRPIE

Location

3

1. Avenida Wai Long
Development*
Taipa, Macau
Bk tF
BREER
BRER*

Lot number

B AR

Parcels 1C1, 1C2, 1C3,

23, 2b, 2d, 3, 44, 4b,

5al, 5a2, 5a3, 5b1, 5b2,
5b3, 5b4, 5b5, 5b6,

A3a, A3b, Ada, Adb,

Ela, Elb, E2 and E3
wI1C1 - 1C201C3
2a~2b-2d-3-4a:4b-
5al * 5a2 * 5a3 * 5b1 * 5b2 -
5b3 * 5b4 + 5b5 + 5b6
A3a~ A3b - Ada - Adb
Ela: E1b - E2RE3

ERENBRER - ZEABEAREER AR -

L Excluding car park area and outdoor facilities area.

TEEREGHERZNRIEEE -

Estimated
Stage of completion
completion date
TR it 5T A B &
Site formation Phase I:
work in progress 2014

HETETE  E-H:
i

Approx.
site area
(square
feet)
if4
HRYE
(FAR)

890,301*

The project will be developed in phases. Area stated herein represents aggregate area of the whole project.

Estimated
gross
floor area
(square
feet)

ftst
BEREEE
(FER)

5,786,296**

Usage
R&

Residential

EE

Group’s
interest
Frfh s

70.01%

E2UES S

saipadoid jedpund jo anpayss

-~
E—&

=

BEXEYE ELd



Schedule of Properties Development Rights

YR R R m Y R
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PROPERTIES IN HONG KONG
BEUE

Properties held for sale

FIEHEM X

Location Lot number

ik B4R 5

1.  MOD 595 Kowloon Inland
No. 595 Reclamation Street Lot No. 11173
Mongkok, Kowloon FUBEAHER 1117357
Hong Kong
MOD 595
BENERA
A B75955%

& Excluding all car parking spaces area.

TEEMBEMZEIE °

Approx. gross
floor area
(square feet)
AREEEIR
(FEAR)

1,188*

Usage
Jick -

Residential/
Commercial

EE/E%

Group'’s
interest
£E
P4t HE 25

100%

Note: The property development rights were granted pursuant to development agreement with Urban Renewal Authority.

i MEBRREDREETEERRITY REREEY o

2. i-home Kowloon Inland
No. 38 Larch Street Lot No. 11182
Tai Kok Tsui, Kowloon NLEEANHER 111825
Hong Kong
i-home
BERNEKRNARE
AL 385%
* The remaining unit has been sold after 31st December, 2010.

BTZBENER-ZT-—ZEE+-_A=+—HEEHL -

1,182%

Residential/
Commercial

EE=VE-E

100%

Note: The property development rights were granted pursuant to development agreement with Urban Renewal Authority.

MiE - MEREREDREEATERERRILZERBHESL



PROPERTIES IN HONG KONG (contd)

EBYE@®
Property under development held for sale
BEHEZBRRPYE
Estimated
Approx. gross
site area  floor area
(square (square
Estimated feet) feet) Group's
Stage of completion i 48 ftt interest
Location Lot number completion date HEAY HAEEEE Usage £E
2 HERER TR R ftst 5 B B 5 (FER) (FER) Rg FrihfEs
1. The Zenith Section F and Superstructure End of 2012 15,775 159,700  Residential/ 87.5%
(Phase II) the Remaining work in progress —F—C Commercial (Notes
1 Wanchai Road Portion of tETR FR FE/¥ 1and2)
Wanchai Inland Lot AT (HFE1R2)
Hong Kong No. 8953
I 2 AR 89535 R )2
(B=H) HH T E 5
BHET
EFE15R
Notes:
Bt &

It refers to the Group's percentage of interest of property development rights in a consortium which engaged Urban Renewal Authority
("URA") (the successor to Land Development Corporation) in the project.

ZEDEARBETRERZE ([MER]) (BLBRATNZEEA) KALEZRE 2NEEREFNMEZERBEDL

The 87.5% attributable interest of property development rights includes the indirect interest of 12.5% held through the Group's interest in
Power Jade Limited which has a 25% direct interest in the consortium.
FEAG ¥ 23 3 R HE T 2 87.500 1 2 B 5355 B 7N 5k [ 1 Power Jade Limited (BL #5757 Bt B 2500 B # #E 5w) P15 12.500 2 [ #Ens o

In this joint venture with URA, the consortium finances both the land costs and construction costs, and is entitled to claim for reimbursements
for land costs and construction costs so incurred together with the share of any development profits with URA in accordance with the terms
and conditions of the joint development agreement.

EETEBAEZAEEAR  ZVBEAL MR ARERRARMES  UEERKEBARBRGE ZGERRIEHERNERI R 2
AR AR R A - AR BT B S EFEREN -

EIUR:3 F-RE 7

s3y31y Juswdojanaq sanadoid jo ajnpayass

-~
E—&

=

BEXxEYE b



ﬂ‘ Schedule of Principal Property Acquired After The Reporting Period
RE|BEMRBRUIE 2 TEYEHR

PROPERTY IN THE UNITED KINGDOM

REY)
Property to be held for investment
TR ER B 2
Category of Group’s
the lease interest
Location Usage term £8
it B Az HEE R PR ok e
1. River Court* Commercial Freehold 100%
116-129 Fleet Street [EES KA
London, EC4

United Kingdom
River Court*

5B fm REC4A
116-129 Fleet Street

* Acquisition of the property completed on 14th January, 2011.
ZYEZWER T ——F—ATMBETX °
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