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Profiles of Directors and Senior Executives

EERERITHRAEHEN
EXECUTIVE DIRECTOR

Mr. Joseph LAU, Luen-hung, aged 60, 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
36 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.(Note 1)

NON-EXECUTIVE DIRECTORS

Mr. LAU, Ming-wai, aged 31, joined the Company in 2006. He is
the Vice Chairman of the Company 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.®ote D

Ms. Amy LAU, Yuk-wai, aged 59, 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.
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The discloseable interest of Mr. Joseph Lau, Luen-hung and Mr. Lau, Ming-wai in the shares and underlying shares of the

Note 1:
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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Profiles of Directors and Senior Executives

EERERITRAE[BN

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHAN, Kwok-wai, aged 53, joined the Company in 2004. He is
the chairman of the audit committee and remuneration committee of
the Company. He has been appointed as a member of the nomination
committee of the Company M2 effective from April 2012. 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 32
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 47, joined the Company in 2006. She
is a member of the audit committee and remuneration committee of the
Company. She has been appointed as the chairman of the nomination
committee of the Company 2 effective from April 2012. 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 of the Supreme Court of the Australian Capital
Territory (since 1991).

Mr. MA, Tsz-chun, aged 46, joined the Company in 2008. He is a
member of the audit committee and remuneration committee of the
Company. He has been appointed as a member of the nomination
committee of the Company Mot 2 effective from April 2012. Mr. Ma
is a Certified Public Accountant (Practising) and has over 24 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

EERERITRAE[BN

SENIOR EXECUTIVES

Ms. Sue CHAN, Sze-wan, aged 33, 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 9 years of experience in sales and

marketing.

Mr. Matthew CHEONG, Veng-va, aged 54, 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 26

years of experience in the management and operations.

Ms. Connie CHEUNG, Mun-yi, aged 44, 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 20 years of legal

experience.

Mr. Alec KONG, Chi-ming, aged 48, joined the Group in 1994 and is
the Head of China Business. 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 21 years of experience in the property field of the
Mainland China.
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Profiles of Directors and Senior Executives

EERERITRAE[BN

SENIOR EXECUTIVES (contd)

Ms. Hazel LAI, Ming-yan, aged 43, 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 21 years of relevant experience.

Mr. LAM, Kwong-wai, aged 56, 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 34 years of experience in

auditing, finance and accounting.

Mr. Kenneth NG, Yik-hei, aged 44, 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 21

years of relevant experience.

Ms. Teresa POON, Mun-chie, aged 41, 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 16 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, Ms. Connie Cheung, Mun-yi, 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.
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Chairman’s Statement
ETERESE

I am pleased to present the results of the Company and its subsidiaries
(the “Group") for the year ended 31st December, 2011 (the "Year") to
the shareholders of the Company.

RESULTS

Profit attributable to owners of the Company for the Year was HK$3,497.8
million as compared to loss of HK$8,858.2 million for last year. The
profit for the Year was mainly due to the fair value gains on investment
properties and the increase in share of profits of associates after the
loss on sale of listed securities investments. Earnings per share for the
Year was HK$1.83 (year ended 31st December, 2010: loss per share of
HK$4.60).

If the net gain on the major non-cash items of HK$3,283.3 million (year
ended 31st December, 2010: net loss of HK$10,748.9 million) are
excluded, the Group will have a core profit attributable to owners of the
Company for the Year of HK$214.5 million (year ended 31st December,
2010: HK$1,890.7 million) and a core earnings per share of HK11.2 cents
(year ended 31st December, 2010: HK98.2 cents), a decrease of 88.7%
and 88.6% over 2010 respectively. The decrease in core profit for the
Year was mainly due to the loss on sale of listed securities investments

during the Year.

The major non-cash items were fair value gain on investment properties
together with their respective deferred tax of HK$3,283.3 million (year
ended 31st December, 2010: loss of HK$10,748.9 million).

DIVIDEND

In order to maintain a continuous dividend payment record, the board of
Directors of the Company (the “Board") has recommended the payment
of a nominal final dividend of HK1 cent per share for the Year (the “Final
Dividend") (2010: HK1 cent). The Board considers that it is necessary to
adopt a conservative dividend policy by maintaining a higher cash reserve

in view of the fluctuation of global capital market since early August 2011.

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company to be held on 25th May, 2012 (the "2012
AGM"), dividend warrants will be posted on or about 13th June, 2012
to shareholders whose names appear on the register of members of the

Company on 1st June, 2012.
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Chairman’s Statement

ERE/EE

CLOSURE OF REGISTER OF MEMBERS TIEMIBERRERLFE

For the purpose of ascertaining the members'’ eligibility to attend and vote ~ AW E R T L E2012RRBAFREW RN E LiE
at the 2012 AGM, and entitlement to the recommended Final Dividend, ZE&#E % MERZEZ KRR BEER] > KA A A
the register of members will be closed during the following periods  # % BIRA N7 BEE EHIERRE L FE: —

respectively:—

(1) For ascertaining eligibility to attend and vote at the 2012 AGM:
ARELHF20NRERBEFASEIRELRENER:

Latest time to lodge transfers documents for registration 21.5.2012
R0 @ P X AEE RN RIERR 16:30
Closure of register of members 22.5.2012 — 25.5.2012
EERERRELFE (both days inclusive) (B fE & EMX)

(2) For ascertaining entitlement to the recommended Final Dividend:

AETEREZIRBRSOEN:

Latest time to lodge transfers documents for registration 30.5.2012
R BB B S AEE R R B FR 16:30
Closure of register of members 31.5.2012 — 1.6.2012
EERERRELFE (both days inclusive) (B2 FE & EMX)
Record date 1.6.2012
o8k B HA

To be eligible to attend and vote at the 2012 AGM, and to qualify for A& ERLFE2012RBEFAEUNE L%
the recommended Final Dividend, all properly completed share transfers = REREZRBKRE  AEEZHKH B
documents accompanied by the relevant share certificates must be X HERBRRE VAR it 5 IR &2
lodged for registration with the Company's Branch Registrar and Transfer R RAVZEARARAREE 2B BERLNEE
Office in Hong Kong, namely Computershare Hong Kong Investor Services ~HREFBLABR ARt KEBEFE2FK
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's BR1835% & FMHA L1718 1712-1716% ¢

Road East, Wanchai, Hong Kong not later than the respective latest time as

stated above.

—T-FEFHR  EAEXEE
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Chairman’s Statement

ERE/EE

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 retalil
portfolio was 95.95% during the Year excluding improvement work area
of Silvercord. The occupancy rate achieved 98.20% if non-core properties
are excluded and it has been increased 8.08% over last year. The high
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 18.35% with rental income
of HK$1,239.0 million for the Year as compared with last year. The rental
income from Hong Kong retail portion showed an upward momentum
with 24.36% growth while the non-retail portion recorded steady growth
of 5.16%. The increase in gross rental income is mainly attributable to
the full operation of The ONE after its opening and the rental growth
after rejuvenation and upgrading works of Windsor House and Silvercord.
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.

The average occupancy rate of the shops of Causeway Place was

approximately 98.63% during the Year.

The overall rental income of Windsor House was raised 25.92% for the
Year as compared with last year due to the completion of renovation
works of Windsor House in May 2010. The revamped Windsor House
provides shoppers a cozy shopping environment with a diversified trade
mix. During the Year, its average occupancy rate was approximately
96.02%. The rental growth and high occupancy rate once again
demonstrate the Group's expertise on value enhancement for its

investment properties through renovations.

As for Silvercord, the overall rental income was raised 24.90% for the Year
as compared with last year. Its average occupancy rate was approximately
98.83% during the Year excluding improvement work area. Improvement
works in relation to further refine the configuration of the retail shops and
restaurants at basement to third floor had been completed in February
2011. The rental income, occupancy rate, tenant mix and traffic flow
of Silvercord have been substantially enhanced after its renovation and

repackaging.
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Chairman’s Statement

ERE/EE

BUSINESS REVIEW (contd)

Hong Kong Property Investment (Cont'd)

The ONE has become a spotlight for shoppers and destination for tourists
since its grand opening on 29th October, 2010. It is the tallest retail
complex of its kind in Hong Kong at present, integrates with shopping,
entertainment and food and beverage, and has more than 400,000
square feet of retail spaces. All the shops were leased out as of 31st
December, 2011 with many of them are popular fashion brands and well-
known trademarks. Its average occupancy rate was approximately 99.84%

during the Year.

The occupancy rate for the Group's office properties maintained at a high
level. During the Year, the average occupancy rates of Windsor House,
MassMutual Tower and Harcourt House were approximately 89.48%,
99.90% and 95.59% respectively, bringing the approximate occupancy

rate of the overall office portfolio to 94.56%.
Hong Kong Property Development

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

satisfactorily and the sales have been achieving pleasing results.

MOD 595 is a 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. As at 31st December, 2011, all units

were sold.

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 scheduled for mid 2013 and it is

expected to be launched in the first quarter of 2014.

The Group has a two-phase redevelopment project in Wanchai (87.5%
interest) undertaken with the Urban Renewal Authority. All residential
units of The Zenith (Phase | project) were sold. One WanChai (Phase Il
project with preservation of the core elements of Wanchai Market) is a
residential/commercial complex development with total gross floor area of
approximately 159,700 square feet which provides 237 residential units
with flat size ranging from gross floor area of approximately 420 square
feet to 1,200 square feet and retail properties. Its superstructure work
is in progress. Completion is scheduled for end 2012. Pre-sale consent
was received in June 2011. Since its first sales launch commenced in
November 2011, 21 out of 73 units launched (i.e. 28.77%) were presold
up to 31st December, 2011, representing 8.86% of total units.
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Chairman’s Statement

ERE/EE

BUSINESS REVIEW (contd)

Hong Kong Property Development (Cont'd)

No. 55 Conduit Road (70% interest), a residential site in Mid-Levels with
site area 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 2013.

The Hermitage (25% interest), is one of the Group's joint venture
development projects in West Kowloon Reclamation Area. It comprises 6
residential tower blocks and provides in aggregate 964 residential units
and retail properties with a total gross floor area of around 1,095,980
square feet. Certificate of compliance was issued in March 2011 and the
residential units are being handed over to individual purchasers. As at
31st December, 2011, 959 units were sold and recognised, representing
99.48% of total units.

The Coronation (15% interest), is another joint venture development
project of the Group in West Kowloon Reclamation Area. Its superstructure
work is in progress and the whole project is expected to be completed
in end 2012. 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. Pre-sale consent was received in
December 2011. The sale is in progress and 81 units were presold up to
31st December, 2011.

Macau Property Development

La Scala is a high-end residential project located in Avenida Wai Long,
Taipa, Macau (owned 100% interest upon acquisition of the remaining
29.99% interest from an independent third party in March 2011) 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 will comprise 9 residential tower blocks and provide in
aggregate 899 residential units. Its site formation work is scheduled
for completion in the second quarter of 2012. Phase | development is

currently offered for presale.
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Chairman’s Statement

ERE/EE

BUSINESS REVIEW (contd)

Mainland China Property Investment

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

was approximately 98.34% 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 90.34% and 55.31% 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 average occupancy rate for the Year was

approximately 98.50%.

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

was approximately 76.80% for the Year.

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

Beijing, average occupancy rate was approximately 99.77% for the Year.

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 provides 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 | had been completed
in November 2010 and the residential units had been handed over
to individual purchasers. As at 31st December, 2011, 1,210 units of
Phase | were sold, representing 98.69%. Phase Il of Splendid City will
provide 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 end 2012.
The launching of Phase Il was commenced in September 2011, 143 out
of 284 units launched (i.e. 50.35%) were presold up to 31st December,
2011.
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Chairman’s Statement

ERE/EE

BUSINESS REVIEW (contd)

Mainland China Property Development (Cont'd)

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 provides 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, 178 units (i.e. 31.12%) were presold up to 31st
December, 2011.

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. Superstructure 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 project is at design stage. It will be developed in four phases and

Phase | is expected to be completed in the third quarter of 2016.

In June 2011, the Group invested indirectly in the land located at the
southeast exterior of Yin Xing Ken District, Yinyang Town, Qidong, Jiangsu
Province (49% interest), having a total site area of approximately 14.37
million square feet. The land will be developed into an integrated
residential, business and resort complex. Construction of the first phase of

the development has commenced.
Overseas Property Investment

River Court is a Grade A freehold office building situate at 116-129 Fleet
Street, London, United Kingdom acquired by the Group in January 2011.
It provides a total net internal area of approximately 431,324 square feet,
together with certain car parking spaces. It was fully let out as of 31st
December, 2011.
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Chairman’s Statement

ERE/EE

COMMUNITY RELATIONS

The Group continued to support meaningful activities in the community,

and to encourage and promote volunteerism throughout the Group.

During the Year, the Group had participated in, among others, the
following community programmes, charitable fundraising activities and
voluntary services, for helping the communities in need, suffering people

and children with special needs:-

8.12 Red Décor Day and Pass-it-On of Hong Kong Red Cross

. Charity Walk for Volunteering of Agency for Volunteer Service
. Flag Day of Society for Community Organization
. Fundraising event of Heep Hong Society

. Olympic Day cum Olympic Day Run of Sports Federation & Olympic

Committee of Hong Kong, China
. Oxfam Rice Sale of Oxfam Hong Kong

. The Community Chest Sports Corporate Challenge, Dress Casual Day
and Love Teeth Day of The Community Chest

. Used Book Recycling Campaign of World Vision Hong Kong

World Sight Day of ORBIS Hong Kong

Moreover, the Group continued to support the Earth Hour of World
Wide Fund by temporarily switched off the exterior and billboard lighting
of certain properties under the Group, including The ONE, MassMutual
Tower, Windsor House for an hour on the night of 26th March, 2011.

The Company was awarded as “Caring Company” in 2011/12, being
the fifth consecutive year, by The Hong Kong Council of Social Service in
recognition of our good corporate citizenship. The Group will continue to
actively participate in various community programmes, charitable activities

and voluntary services.

The Group donated a sum of HK$34 million to the Community Care
Fund (the “Fund”) which is established to provide assistance to the
underprivileged in the community in 2011 and further donated a sum of
HK$33 million to the Fund in February 2012.
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Chairman’s Statement

ERE/EE

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 a Subsidiary

As announced on 7th November, 2011, the Group had entered into a sale
and purchase agreement with a company wholly-owned by Mr. Joseph
Lau, Luen-hung (“Mr. Lau") (the Chairman and Chief Executive Officer
of the Company), in relation to the disposal of the Company's wholly-
owned subsidiary that hold a residential property known as “LYNX HILL"
located at No.3 Deep Water Bay Road, Hong Kong at a consideration of
HK$497,238,300.32. The disposal constituted a connected transaction for
the Company under the Listing Rules. Completion of the disposal took

place on 7th November, 2011.

Disposal of Properties - Connected Transactions

As announced on 8th March, 2012, Mr. Lau and his associates have
offered to purchase or entered into agreement respectively to acquire
certain units of the Group's residential properties, namely La Scala and/or
One WanChai. The transactions constituted connected transactions for the

Company under the Listing Rules.
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Chairman’s Statement

ERE/EE

PROSPECTS

The global economy is clouded with uncertainties last year and in early
2012. The sovereign debts position in Europe and the slow recovery
progress of the United States are all factors potentially leading to
significant market fluctuation. The Board believes that 2012 will be a year
in which challenges and opportunities will co-exist.

Facing the global uncertainties as stated above, there are still positive
demands for quality residential properties in Hong Kong, Macau and the
Mainland China. The Group is confident and optimistic in these markets.
To capture these demands, the Group continues launching One WanChai
in Hong Kong; The Metropolis and Splendid City in Chengdu. In addition,
the new development project in Macau, namely La Scala will also be
launched in 2012,

Our core retail investment properties are all located in prime shopping
areas. The ONE, for instance, will continue to be the landmark for local
customers and tourists. Windsor House and Silvercord will also enjoy
benefits from the continuous growth in arrivals and spending of tourists
from Mainland China. The Group's retail rental income would continue to
be positive. Meanwhile, River Court, the Group’s investment in London,
will continue making contributions through stable return.

In view of the performance of securities investments last year and the
challenges in the global economic environment in the year ahead, the
Board would continue its policy in maintaining a higher cash reserve in
2012. Apart from sale of development properties in Hong Kong, Macau
and the Mainland China according to development schedules and
progress, the Group would also consider sale of particular investment
property (or property interests held by the Group) in Hong Kong or the
Mainland China or securities investment when such disposal is beneficial
to the Group and its shareholders as a whole.

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, 16th March, 2012
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Financial Operation Review

L E e

RESULTS

Revenue

Revenue for the Year amounted to HK$527.8 million (year ended 31st
December, 2010: HK$2,671.0 million), a 80.2% decrease over last year
and comprised gross rental income HK$1,513.8 million (year ended
31st December, 2010: HK$1,126.3 million); property sales HK$189.9
million (year ended 31st December, 2010: HK$1,658.7 million), loss
on sales of investments held-for-trading on a net basis HK$1,227.6
million (year ended 31st December, 2010: HK$148.5 million) and
others HK$51.7 million (year ended 31st December, 2010: HK$34.5
million). The decrease in revenue was mainly due to the decrease in
sales of development properties and increase in recognised loss on listed

securities investments.

Gross Profit

Gross profit for the Year amounted to HK$283.3 million (year ended 31st
December, 2010: HK$1,351.0 million), a 79.0% decrease as compared
with last year, mainly due to an increase in loss of HK$1,079.1 million
from sale of listed securities investments and a decrease in profit of
HK$375.5 million in property sales, which were partially offset by an

increase in profit of HK$367.7 million from property leasing.
Property Leasing

For property leasing, follow the completion of renovation of Windsor
House and the opening of The ONE in mid 2010 and the acquisition of
River Court in London in January 2011, the rental revenue in retail section
jumped by 23.8% to HK$942.7 million and rental revenue in non-retail
section jumped by 56.4% to HK$571.1 million respectively during the
Year. The total rental income in revenue for the Year recorded an increase
of 34.4% to HK$1,513.8 million as compared with 2010 of HK$1,126.3
million. If the rental income from River Court is excluded, the total rental

income still has splendid increase of 17.4% over 2010.

Together with the attributable rental revenue generated from associates of
HK$200.9 million (year ended 31st December, 2010: HK$146.4 million),
the total attributable rental revenue to the Group after non-controlling
interests reached approximately HK$1,710.9 million (year ended 31st
December, 2010: HK$1,269.2 million), which achieved an 34.8%

increase over last year.

Attributable net rental income for the Year showed HK$1,561.8 million, an
36.2% increase over HK$1,146.6 million in 2010.
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Financial Operation Review
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RESULTS (cont'd)

Property Development and Trading

Properties sales continuously made remarkable contribution to the
recognised profit attributable to the Group for the Year. The overwhelming
presale of Phase | of Splendid City in Chengdu had generated significant
profit to the Group in 2010, while presale of Hermitage in West Kowloon
(25% interest) continued to provide significant profit recognised for the
Year. Following the presales of the properties, namely One WanChai
in Wanchai (87.5% interest), The Coronation in West Kowloon (15%
interest), Phase | of The Metropolis and Phase Il of Splendid City in
Chengdu as well as the presale of La Scala in Macau, the Group expects
a continuous generation of sales revenue and recognition of attributable
profit in the coming years of 2012 to 2014. Profit on presale of
uncompleted properties will be recognised in the year in which the sales

agreement completed.

During the Year, the attributable properties sales revenue and the relevant
attributable profit from the Group and its associates recorded a satisfactory
increase of 105.5% to HK$3,419.6 million (year ended 31st December,
2010: HK$1,664.1 million) and increase of 118.0% to HK$891.6 million
(year ended 31st December, 2010: HK$408.9 million) respectively. The

growth was mainly attributed to the recognition of sales of Hermitage.

The major components recorded in gross profit are sales of: MOD
595 in Mongkok generated a profit of HK$4.2 million (year ended
31st December, 2010: loss of HK$2.2 million); i-home in Tai Kok Tsui
generated a profit of HK$11.3 million (year ended 31st December, 2010:
HK$67.5 million); Phase | of Splendid City, after taking into account of
an underprovision of construction costs of HK$23.0 million, resulting
in a loss of HK$21.7 million (year ended 31st December, 2010: profit
of HK$211.6 million) and York Place in Wanchai generated a profit of
HK$38.5 million (year ended 31st December, 2010: HK$71.9 million).
Profit/loss 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$34.7 million (year ended 31st
December, 2010: HK$85.1 million). If the valuation surplus is excluded
from the cost, a profit of HK$73.2 million (year ended 31st December,
2010: HK$157.0 million) would be resulted.

Parking spaces at The Zenith in Wanchai (87.5% interest) sold during the
Year had contributed an attributable profit to the Group of HK$6.0 million
(year ended 31st December, 2010: The Zenith and Gemstar Tower in
Hunghom (61.96% interest) is HK$12.9 million and HK$30.5 million

respectively).
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RESULTS (contd)

Property Development and Trading (Cont'd)

In respect of properties held by associates, The Hermitage in West
Kowloon (25% interest), Hing Wai Centre in Aberdeen (50% interest),
Kwong Kin Trade Centre in Tuen Mun (40% interest) and Villa Carlton
in Cheung Sha Wan (50% interest) generated profit of HK$834.6
million, HK$1.6 million, HK$0.4 million and HK$0.2 million respectively
(year ended 31st December, 2010: Hing Wai Centre of HK$4.0 million,
Indihome in Tsuen Wan (50% interest) of HK$1.3 million, Miami Crescent
in Sheung Shui (50% interest) HK$4.4 million and Park Mansion in Ngau
Tau Kok (35% interest) of HK$0.4 million) was reflected in the share
of results of associates. For the sale of Parc Palais in Homantin (10%
interest), a contribution of HK$16.5 million (year ended 31st December,

2010: HK$5.7 million) was recorded in investment income.

During the Year, the forfeited deposits received for Splendid City HK$0.1
million (year ended 31st December, 2010: HK$0.5 million) and The
Metropolis HK$0.1 million (year ended 31st December, 2010: nil) were

recorded in other income.

At 31st December, 2011, deposits received from stock of properties
contracted to be sold and revenue to be recognised in 2012 amounted
to HK$375.5 million. Of which, HK$352.5 million deposits were received
from Phase | of The Metropolis and Phase Il of Splendid City, with average
selling price of approximately RMB1.3 million and RMBO0.9 million per
unit respectively. The presale recorded for Phase | of The Metropolis and
Phase Il of Splendid City were 178 units of RMB233.9 million (equivalent
to HK$287.7 million) and 143 units of RMB129.9 million (equivalent
to HK$159.8 million) respectively, profits of which are expected to be
recognised in 2012. Besides, the presale recorded for One WanChai
(87.5% interest) at 31st December, 2011 was 21 units of HK$229.7
million, and the attributable interest of sales to the Group was HK$200.9
million. Revenue and profit from sales of One WanChai are expected to be

recognised in 2012.

In summary, the Group together with associates and an investee company,
executed properties sale agreements, including presale agreements, to
third parties with an attributable amount contracted sales of HK$1,176.4
million (year ended 31st December, 2010: HK$4,791.5 million) during
the Year. Attributable property sale profit in total recognised in the Year
was HK$891.6 million (year ended 31st December, 2010: HK$408.9

million).
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Financial Operation Review
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RESULTS (cont'd)
Securities Investments

Under the low interest environment, the Group has closely managed
the securities investments with a view to yield enhancement. In March
and June 2011, the Group has subscribed RMB2 billion senior secured
guaranteed bonds due 2014 and US$150 million senior notes due 2015
issued by Kaisa Group Holdings Ltd. with interest rate at 8.5% per annum
and 13.5% per annum respectively, announcements in respect of the
subscriptions had been made on 20th January, 2011 and 23rd May, 2011

respectively.

In view of the uncertainty and volatility in the securities market, the
Group disposed part of the listed equity securities during the Year with
gross proceeds of HK$4,956.7 million and recognised a realised loss
of HK$1,227.6 million (year ended 31st December, 2010: HK$148.5
million) on listed investments held-for-trading, the loss of which
was included in revenue. In addition, sale of bonds during the Year
had resulted in a realised loss of HK$21.0 million (year ended 31st
December, 2010: realised loss on bonds of HK$27.2 million and realised
gain on release of fair value liability on the maturity of derivative financial
instruments of HK$3.2 million). The total realised loss for the Year was
HK$1,248.6 million (year ended 31st December, 2010: HK$172.5

million).

Furthermore, the Group recorded an unrealised loss of HK$1,368.3
million (year ended 31st December, 2010: gain of HK$190.2 million)
representing the changes on the fair value of listed securities and bonds,

which had no effect to the cash flow of the Group.

During the Year, there is no disposal on listed equity securities included in
available-for-sale investments (year ended 31st December, 2010: gain of
HK$106.7 million).

Summing up the above and adding the net income from dividend,
interest income and other finance costs of HK$646.0 million (year
ended 31st December, 2010: HK$550.4 million), the loss recognised on
listed securities investments was HK$1,970.9 million (year ended 31st
December, 2010: gain of HK$674.8 million).
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RESULTS (contd)
Securities Investments (Cont'd)

The respective income/expense from securities investments under

different categories are further elaborated below.
Listed Available-for-sale Equity Investments

The Group had not disposed any listed available-for-sale equity
investments for the Year. (A realised gain on disposal of listed available-
for-sale equity investments of HK$106.7 million and dividend income of
HK$31.4 million were recognised in the year ended 31st December, 2010

as an investment income).
Listed Investments Held-for-trading and Treasury Products

The listed investments held-for-trading and treasury products recorded
a loss before or after finance costs of HK$1,924.8 million (year ended
31st December, 2010: profit before finance income of HK$478.1 million)
and HK$1,970.9 million (year ended 31st December, 2010: profit after

finance income of HK$536.7 million) respectively for the Year.

Loss from the listed investments held-for-trading reflected in the
consolidated statement of comprehensive income for the Year comprised
a gross loss of totaling HK$1,227.6 million (year ended 31st December,
2010: HK$148.5 million), an unrealised loss on fair value changes
amounted to HK$1,368.3 million (year ended 31st December, 2010:
gain of HK$190.2 million), a realised loss on bonds of HK$21.0 million
(year ended 31st December, 2010: HK$27.2 million), no transaction
of derivative financial instruments (year ended 31st December, 2010:
realised gain on release of fair value liability on the maturity of derivative
financial instruments of HK$3.2 million) and dividend and interest income
of HK$692.1 million (year ended 31st December, 2010: other investment
income of HK$3.6 million and dividend and interest income of HK$456.8
million). Net relevant finance cost for the Year of HK$46.1 million (year
ended 31st December, 2010: net finance income of HK$58.6 million)
including interest expense; exchange loss and other finance costs of
HK$26.2 million (year ended 31st December, 2010: HK$5.5 million);
HK$7.9 million (year ended 31st December, 2010: exchange gain of
HK$64.1 million) and HK$12.0 million (year ended 31st December,
2010: nil) respectively.
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RESULTS (cont'd)
Securities Investments (Cont'd)

Other Comprehensive Income from Listed Available-for-sale Equity

Investments

During the Year, no transaction of the listed equity securities included in
available-for-sale investments (year ended 31st December, 2010: addition
of fair value of HK$67.0 million was recognised in other comprehensive

income as an equity transaction of securities investments reserve).
Unlisted Securities Investment

The acquisition of unlisted equity investment in Grandday Group Limited
("Grandday”) of HK$3,889.0 million during the Year was carried at cost
less impairment if any. There is no impairment made or dividend income

received from Grandday during the Year.
Other Income and Expenses

Other income mainly comes from net building management fee income,
arrangement fee income and management and maintenance service
income increased to HK$257.5 million (year ended 31st December,
2010: HK$124.9 million), representing an increase of 106.2% as

compared with last year.

During the Year, administrative expenses increased by 18.9% to
HK$273.2 million (year ended 31st December, 2010: HK$229.8 million)
and finance costs increased by 382.8% to HK$330.7 million (year
ended 31st December, 2010: HK$68.5 million), including exchange loss
of HK$7.9 million (year ended 31st December, 2010: gain of HK$64.1
million) on foreign currency loan hedged for foreign currency securities

investments.

Other gains and losses recorded a net gain of HK$78.3 million including
reversal of provision for construction cost of the Group's liability on
contingency claims made in prior years of HK$16.1 million and gain
on disposal of a subsidiary to a connected person of HK$66.8 million
(year ended 31st December, 2010: 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).
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RESULTS (contd)
Disposal of a Subsidiary to a Connected Person

On 7th November, 2011, the Group entered into an sale and purchase
agreement with a company, which is wholly-owned by a director and a
substantial shareholder of the Company, to dispose or procure the sale of
the sale share and sale loan of a subsidiary (“Disposal”) at a consideration
of approximately HK$497.2 million, resulting in a gain of HK$66.8 million.
There is a corresponding decrease in fair value of HK$66.8 million
recorded in fair value change of investment properties upon disposal
during the Year. The principal asset of the subsidiary under the Disposal
was an investment property located at No. 3 Deep Water Bay Road, Hong

Kong which was acquired by the Group on 17th August, 2011.
Associates

The share of results of associates for the Year was a profit of HK$1,241.7
million as compared to HK$56.6 million last year, which was mainly due
to the recognition on sale of The Hermitage and the increase in fair value

of investment properties.
Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31st December, 2011, by B.Il. Appraisals Limited (“B.I.
Appraisals”). Whereas the investment property in the United Kingdom
was revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”).
Both B.I. Appraisals and Peak Vision Appraisals are independent property
valuers. An increase in fair value of HK$2,959.6 million (year ended 31st
December, 2010: decrease of HK$10,831.3 million) was recorded during
the Year mainly as a result of the upturn of the properties markets in Hong
Kong and Mainland China. This unrealised fair value gain will not affect the

cash flow of the Group.

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

Profit

Profit attributable to owners of the Company for the Year was HK$3,497.8
million as compared to loss of HK$8,858.2 million for last year. The
profit for the Year was mainly due to the fair value gains on investment
properties and the increase in share of profits of associates after the
loss on sale of listed securities investments. Earnings per share for the
Year was HK$1.83 (year ended 31st December, 2010: loss per share of
HK$4.60).
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO (contd)

Core Profit

If the net gain on the major non-cash items of HK$3,283.3 million (year
ended 31st December, 2010: net loss of HK$10,748.9 million) are
excluded, the Group will have a core profit attributable to owners of the
Company for the Year of HK$214.5 million (year ended 31st December,
2010: HK$1,890.7 million) and a core earnings per share of HK11.2
cents (year ended 31st December, 2010: HK98.2 cents), a decrease
of 88.7% and 88.6% over 2010 respectively. The decrease in core
profit for the Year was mainly due to the loss on sale of listed securities

investments during the Year.

The major non-cash items were fair value gain on investment properties
together with their respective deferred tax of HK$3,283.3 million (year
ended 31st December, 2010: loss of HK$10,748.9 million).

Dividends

Final dividend of HK1 cent (year ended 31st December, 2009: HK1 cent)
per share in total amount of HK$19.1 million for the year ended 31st

December, 2010 was paid in cash in June 2011.

Interim dividend of HK1 cent (half year ended 30th June, 2010: nil) per
share in total amount of HK$19.1 million for the half year ended 30th
June, 2011 was paid in cash in September 2011.

No special dividend was declared and paid during the Year (year ended
31st December, 2010: special dividend for connected transaction of

HK40 cents per share).

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

Repurchase

During the Year, the Company had not repurchased any of the Company's
share whereas the Company had utilised HK$535.7 million (including
transaction cost) equivalent to HK27.8 cents per share in repurchase of

the Company's shares for the year ended 31st December, 2010.
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO (contd)

Cash Payment Ratio

Based on (a) the core profit for the Year of HK$214.5 million (year ended
31st December, 2010: HK$1,890.7 million) or HK11.2 cents (year ended
31st December, 2010: HK98.2 cents) per share; (b) no repurchase for
the Year (year ended 31st December, 2010: amount utilised for share
repurchase HK$535.7 million (including transaction cost) or HK27.8
cents per share); and (c) final dividend of HK1 cent (year ended 31st
December, 2010: HK1 cent) per share proposed and interim dividend of
HK1 cent (half year ended 30th June, 2010: nil) per share and no special
dividend (year ended 31st December, 2010: HK40 cents per share) was
paid for the Year, the ratio of such cash payment to the core profit is
17.9% (year ended 31st December, 2010: 70.1%).

NET ASSET VALUE
As at 31st December, 2011, the Group's total net asset to owners of
the Company amounted to approximately HK$35,651.3 million (31st
December, 2010: HK$33,507.9 million), an increase of HK$2,143.4
million or 6.4% when compared with 31st December, 2010. With the
total number of ordinary shares in issue of 1,907,619,079 as at 31st
December, 2011 (31st December, 2010: 1,907,619,079 shares), the
net asset value per share to owners of the Company was HK$18.69, an
increase of 6.4% over 31st December, 2010 (HK$17.57 per share). The
movement in net asset value was mainly due to (a) profit attributable to
owners of the Company for the Year of HK$3,497.8 million; (b) reduction
in relation to the acquisition of 29.99% non-controlling interest in the
Macau project of HK$1,600.0 million; and (c) payment of final dividend
and interim dividend both of HK$19.1 million.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

i A 2o A~ BB B8R K

BeXPHER e
Be kWt

iR () A F E 2 #% 0 i F214,500,0007% 70
(HE-_ZF—ZF+_A=+—HLFEE:
1,890,700,0007% 7T ) 3 & A 11.28 4L (Bl 2 =
—?¢+—ﬂ:+—5¢¢ﬁ*:ﬂ§982;‘%
i) ~)AFERERE (HE-_T—TF+=
H:Jr—EILtEr;-FHMEEﬁ%Hx@z{f%Ez%
535700000‘}%7_5(”7%*%52$)EiH§278§%
&(c)EAZKEJ*L 2 RAARR B B AR TEL
<Eki —ZEF+ZA=+—RHLLFE FRI
;%M)&E;ﬁﬁzqﬂ,ﬁﬁﬂﬁ,%Hxh%fm (HE=Z
—EFEXNAZTAHLEYF 8 URIRA R
RE(BE_ZT—ZHF+__A=1+—AILFE:
FR407810) ﬁ%fﬁiiﬂjiﬁiﬁ/u;ﬁﬂztt%ﬁ
179% (HE-ZT—SFF+-_A=T—HItFE:
70.1%) °

BEFE

RZE——&F+ZA=Z+—HB AAR#
EANELRAEENEEFERLAEAOR
35,651,300,0008 T (ZE—FF+ A =+—
H :33,507,900,00087L) BR_-_T—ZF+=A
=+ — H 1 H02,143,400,00058 7T 56.4% - 1R
—T——%+=ZA= + HHBETL R
#1,907619,0719k (ZE—EF+=_A=+—
B:1 907619079Hx>a+§i'$/ RBEEANE
BEEFES 18698 L BT —FTF+ A
=+—H (8&R1757%87T) 1% hN6.4% - & & )FE
BB E Z M (a) AR AIEE ARREE K FE(L 5 T
3,497,800,0007% 7t : (b)Y iR FIIE B 229.99%
SE 47 A% 4 25 51 21,600,000,00058 T Z @4 &
()RS AR AR B K A HA R B 4 Bl & 19,100,00078
AR



Financial Operation Review

Bt %5 56 75 = R

NET ASSET VALUE (contd)

There was no transaction on the listed equity securities investments
categorised as available-for-sales investments for the Year. During the year
ended 31st December, 2010, an addition in fair value of HK$67.0 million
on the listed equity securities investments categorised as available-for-
sales investments and accumulative gain of approximately of HK$108.4
million was transferred to the consolidated statement of comprehensive
income upon disposal. The carrying amounts of the listed equity securities
investments reserve as at 31st December, 2011 and 31st December,
2010 were nil.

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

future plans for material investment or capital assets.

SECURITIES INVESTMENTS

As at 31st December, 2010, the carrying amount of the listed securities
investments and treasury products was HK$7,607.5 million. During the
Year, the portfolio was decreased by a net disposal of HK$497.7 million.
After deducting the fair value loss of HK$1,368.3 million for the Year, the
listed securities investments portfolios of the Group became HK$5,741.5
million as at 31st December, 2011 representing 9.3% of total assets,

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

The portfolio of HK$5,741.5 million (31st December, 2010: HK$7,607.5
million) comprised (a) equity securities (investments held-for-trading) of
HK$514.9 million (31st December, 2010: HK$2,422.1 million) and (b)
bonds (financial assets designated as at fair value through profit or loss)
of HK$5,226.6 million (31st December, 2010: HK$5,185.4 million).
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SECURITIES INVESTMENTS (contd)

Unlisted Equity Securities

In June 2011, the Group acquired 49% of the entire issued share capital
of Grandday, which indirectly held the land located at the southeast
exterior of Yin Xing Ken District, Yinyang Town, Qidong City, Jiangsu
Province, the People's Republic of China (“PRC"), at a consideration of
US$500 million (equivalent to HK$3,889.0 million). As the Group has
no significant influence over the board of directors of Grandday and its
subsidiaries, the investment in Grandday is classified as an unlisted equity

investment and included in available-for-sale investment.
Notes held by Listed Subsidiaries

As at 31st December, 2011, the carrying amount of the floating rate and
fixed rate notes amounted to HK$184.6 million (31st December, 2010:
HK$262.7 million) representing 0.3% of the total assets of the Group
at the end of the reporting period. The decrease mainly represented
redemption upon maturity and disposal of certain floating rate and fixed

rate notes during the Year.

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, 2011 and
31st December, 2010 were 1,907,619,079.

DEBT AND GEARING

As at 31st December, 2011, the Group’s bank and other borrowings
amounted to HK$22,690.7 million (31st December, 2010: HK$18,710.5
million). Cash and deposit at bank amounted to HK$4,268.5 million (31st
December, 2010: HK$10,689.3 million), pledged deposit amounted to
HK$1,705.0 million (31st December, 2010: HK$187.1 million) and net
borrowings amounted to HK$16,717.2 million (31st December, 2010:
HK$7,834.1 million).
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DEBT AND GEARING (contd)

Total debt to equity ratio was 62.4% (31st December, 2010: 54.7%)
and net debt to equity ratio was 46.0% (31st December, 2010: 22.9%),
which are expressed as a percentage of total borrowings, and net
borrowings, respectively, over the total equity of HK$36,368.0 million
(31st December, 2010: HK$34,210.9 million).

However, if the listed securities investments and treasury products of
HK$5,741.5 million (31st December, 2010: HK$7,607.5 million) are
included, the net debt to equity ratio will be 30.2% (31st December,
2010: 0.7%).

The increase of total debt to equity ratio and net debt to equity ratio
were mainly due to the increase of borrowings, mainly for acquisition of
the companies holding an investment property in the United Kingdom
together with a Pound Sterling bank loan; and cash utilised in acquisition
of unlisted equity securities in Grandday and non-controlling interest in

Macau project during the Year.

As at 31st December, 2011, the Group's bank and other borrowings were
denominated in Hong Kong dollar (68.1%), United States dollar (14.5%),
Pound Sterling (14.0%) and Renminbi (3.4%). Of the Group's bank
and other borrowings of HK$22,690.7 million, 44.1%, 38.6%, 16.5%
and 0.8% were repayable within 1 year, 1 to 2 years, 2 to 5 years and
over 5 years respectively. United States dollar investment securities were
hedged by United States dollar borrowings. The Group’s bank and other
borrowings in Hong Kong dollars and United States dollars were carried
at interest rates calculated mainly with reference to HIBOR/LIBOR; bank
borrowings in Pound Sterling were carried at fixed rate after incorporating
an interest rate swap; and bank borrowings in Renminbi were carried
at interest rates calculated with reference to borrowing rates quoted by
Peoples' Bank of China. As at 31st December, 2011, about 86.0% of the
Group's borrowing were on floating rate basis and 14.0% were on fixed
rate basis. Other than the bank borrowings in Pound Sterling, no hedging

for interest rate is subsisted at the end of the reporting period.
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PLEDGE OF ASSETS

As at 31st December, 2011, the Group had pledged the following assets:

@

(b)

©

(d)

CHINESE ESTATES HOLDINGS LIMITED

The Group's investment properties, properties and other fixed
assets, stock of properties and time deposits with their respective
carrying amount of approximately HK$32,981.7 million (31st
December, 2010: HK$23,787.4 million), HK$485.1 million (31st
December, 2010: HK$488.4 million), HK$2,626.3 million (31st
December, 2010: HK$2,219.8 million) and HK$411.6 million (31st
December, 2010: HK$163.1 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$5,741.3 million (31st December,
2010: HK$7,219.6 million) and cash deposit of approximately
HK$1,293.4 million (31st December, 2010: HK$23.9 million)
were pledged to the Group's financial institutions to secure
margin and securities facilities granted to the Group in respect of
securities transactions, of which approximately HK$3,300.7 million
(31st December, 2010: HK$2,682.0 million) was utilised at 31st

December, 2011 as borrowings due within one year.

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

the Group.

The Group has subordinated and assigned its advances to
associates and advance to an investee company of approximately
HK$1,920.0 million (31st December, 2010: HK$1,806.0 million)
to financial institutions to secure general banking credit facilities

granted to the associates and an investee company.
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REPURCHASE GUARANTEE

Certain mortgagee banks have provided end-user financing to purchasers
of Splendid City and The Metropolis and the Group has provided
repurchase guarantees to these mortgagee banks for securing the
obligations of such purchasers for repayments. Such guarantees will be
terminated upon the earlier of (i) issuance of the real estate ownership
certificate which will generally be available within one year upon the
completion of guarantee registration; or (ii) the satisfaction of mortgaged

loan by the purchasers of properties.

Pursuant to the terms of the guarantees, upon default in mortgage
payments by these purchasers, the Group is responsible to repay the
outstanding mortgage principals together with any accrued interest and

penalty owed by the defaulted purchasers to the mortgagee banks.

The total outstanding amount of repurchase guarantee as at 31st
December, 2011 was RMB76.7 million (equivalent to HK$94.4 million)
(31st December, 2010: RMB7.8 million (equivalent to HK$9.2 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 income, interest income for the Year was HK$779.8
million, representing an increase of 64.0% from that of 31st December,
2010 (HK$475.5 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 expenses, interest expenses for the Year amounted to
HK$276.4 million, representing an 139.7% increase over the interest
expenses of HK$115.3 million recorded for last year. The increase in
interest expenses was mainly due to the increase in bank loan and
interest rate during the Year. Interest capitalised for the Year was HK$64.9
million as compared to HK$43.1 million for last year. The average interest
rate over the year under review was 1.43% (year ended 31st December,
2010: 1.00%), which was expressed as a percentage of total interest paid

over the average total borrowings.
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REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31st December, 2011, the Group employed a total of 347 staff
(31st December, 2010: 331 staff) (excluding about a total of 344 staff
(31st December, 2010: 334 staff) for estate management employed
under the Group's estate management company in Hong Kong, Perfect
World Company Limited, and about a total of 195 staff (31st December,
2010: 136 staff) in Chengdu, PRC employed under subsidiaries of the
Company).

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 during the Year.

The Company had adopted a share award scheme (“Scheme”) in 20009.
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, MACAU AND UNITED
KINGDOM

Profit contribution from the Group's investment in the Mainland China
(mainly included in gross profit, fair value changes on investment
properties, share of results of associates and taxation) for the Year
amounted to HK$206.9 million (year ended 31st December, 2010:
HK$218.2 million). The Group's net investment in the Mainland China
as at 31st December, 2011 amounted to HK$12,187.7 million (31st
December, 2010: HK$7,468.1 million) representing approximately 33.5%
of the Group's total equity.

Besides, the Group's net investment in Macau as at 31st December, 2011
amounted to HK$2,494.3 million (31st December, 2010: HK$1,748.2
million) representing approximately 6.9% of the Group's total equity.

Further, the Group acquired in January 2011 an investment property in
the United Kingdom with carrying value of GBP284.9 million as at 31st
December, 2011 (equivalent to HK$3,411.3 million), which contributed a
profit of HK$135.1 million to the Group for the Year. As at 31st December,
2011, the Group's net investment in the United Kingdom amounted to
HK$495.0 million representing approximately 1.4% of the Group's total
equity.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

BB A T 8l K i i 22

RZE——F+-A=+—H A£EHEREE
MIA(ZE—ZFE+ZA=+—H:331A) (F
PREIZERANEERE B ZMEEERFTBEY
EERARNBIZMEEEETIA{L344A (=
T—TFF+-A=+—H:334AN) RZERAR
BN R B ER 2 Z PR A Rl B T4 £ 4195
AZE—ZFF+-A=+—H:136A) )

BEFHSIREERE EREBAMXANENE
E-MERRHFEURZTRREARREE 2
FRIA -HTESHERNERZERMRARK
SREMS BB LEL EHERATIERA
FERR -AFEY ERMBRES

D EEMAREEEHNERZETE
BHRTHEERDR WIERBRSI BN AEE:
BERARBZZ2ERBERMB N2 RUIER-
BRI ZHBETERARRARS-FTEN
Ft-AZt=B2ZBR - NFEAERZE
R ERBD -

o B AR P R

REBURAPBEAEZIREARNFET R EF (F
ZREEN REVMENAFEED BB
AR EERFIE) £206,900,0008 7T (HE=T
—ZEF+=-A=+—H81FE 218,200,000/
TL) o MAEERRRARREZZEFEN T ——
F+_-A=+—HA12,187700,0008 7t (=&
—ZE+ - H=+—H:7468,100,000/& 7T )
IEREE E I AR R R 4R BB 4933500 o

B9 RZE——F+ A=+ B REERR
FIZ & F552,494,300,0008 7T (ZE—FF
+ - A=+—H:1,748,200,000/& 7t) ' H A &
5] P 7 25 4B BB 496.9% o

BE AFER-_ZT——F—ABEA—THEHN
7 5 BR T {E 4284,900,0005 & (HE R
3,411,300,000/8 7T) 2 I EW ¥ ZWERKE
[EAALEREA 135,100,000/ 0 2 % F - A =F
——F+ZA=Z+—H AEERABEZEEF
#H/3495,000,000/8 7T - (H 76 H iR A f 2 42 FE 4Y
1.4% °



Financial Operation Review

Bt %5 56 75 = R

LISTED SUBSIDIARIES

At the end of the reporting period, the Group owned two listed
subsidiaries, comprising 61.96% interest in Chi Cheung Investment
Company, Limited and, taking into consideration the control over its board
of directors, 41.93% interest in G-Prop (Holdings) Limited.

PROPERTY VALUATION

A property valuation has been carried out by B.l. Appraisals, independent
qualified professional valuers, in respect of the Group's investment
properties in Hong Kong and the Mainland China as at 31st December,
2011 and 31st December, 2010. For the investment property in the
United Kingdom which was acquired by the Group during the Year, the
valuation as at 31st December, 2011 was carried out by Peak Vision
Appraisals, another independent qualified professional valuers. Their
valuations were based on investment method and/or direct comparison
method as the valuation methodologies and were used in preparing 2011

final results.

The Group's investment properties were valued at HK$34,484.5 million
(31st December, 2010: HK$27,419.0 million), an 10.9% increase
over 2010 after adjusted for the additions and disposals of investment
properties during the Year. The increase in fair value of approximately
HK$2,959.6 million was recognised in the consolidated statement of
comprehensive income for the Year. The Group also shared an increase
in fair value of investment properties of associates of HK$353.5 million
(adjusted deferred tax expense of HK$20.0 million) for the Year.
Development properties and non-investment properties of the Group
were stated at cost less impairment, if any, in the consolidated financial
statements. Investment property under development at Chinese Estates
Plaza, Chengdu was stated at cost of HK$2,450.6 million and will be
carried at fair value, until the earlier of the date when its fair value first

becomes reliably measurable or the date of the completion of the

property.

The increase in fair value of HK$2,959.6 million or 10.9% was mainly
attributable to the Group's three major investment properties, namely
Windsor House, Silvercord and The ONE, which after adjusted the
additions during the Year, recorded an increase of HK$964.8 million (or
13.1%), HK$890.9 million (or 16.1%) and HK$324.6 million (or 6.6%)
respectively. The three properties have in aggregate shown an increase
of HK$2,180.3 million or 73.7% of the total increase. Such increase has
reflected an upturn in the property markets of Hong Kong and Mainland
China for the Year. Rental renewals of these three properties for the Year

have shown a remarkable increase over the end of 2010.
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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, 2011 (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 "CEO") 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 26th May, 2011 (the
“2011 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 2011 AGM to ensure
effective communication with shareholders of the Company at such

meeting.
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LEERBREE

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 (cont'd)
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.

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 23rd March, 19th July, 17th August
and 15th 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)

Board Meetings (Cont'd) EEggE(8)
Attendance Records of Board Meetings EEZE2EHLFELH
No. of meetings attended/held
(Percentage of attendance in total)
Name of Directors BEEpE R BOEBREA (BHESR)
Executive Director HITES
Mr. Joseph Lau, Luen-hung LB E 4/4 (100%)
(Chairman and Chief Executive Officer) (FRHFTEAEE)
Non-executive Directors FHITESE
Mr. Lau, Ming-wai (Vice Chairman) 2Bk E (FEE) 3/4 (75%)
Ms. Amy Lau, Yuk-wai ANEEL L 4/4 (100%)
Independent Non-executive Directors BIYFHITES
Mr. Chan, Kwok-wai PREY(E % 4/4 (100%)
Ms. Phillis Loh, Lai-ping EEN L 4/4 (100%)
Mr. Ma, Tsz-chun R ETAE 4/4 (100%)

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 (cont'd)
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 the
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. Nomination Committee has
been established with effect from 1st April, 2012. 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,
the Remuneration Committee and the Nomination Committee which
comprise Mr. Chan, Kwok-wai, Ms. Phillis Loh, Lai-ping and Mr. Ma, Tsz-
chun with Mr. Chan, Kwok-wai acts as chairman of the Audit Committee
and the Remuneration Committee; Ms. Phillis Loh, Lai-ping acts as
chairman of the Nomination Committee. 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 four meetings during 2011, on 21st
March, 19th July, 15th August and 15th December respectively,
with the presence of the representative of the Company's internal
audit department (“Internal Audit Department”) in those meetings
involving 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 B ZE®

B R

No. of meetings attended/held
(Percentage of attendance in total)

Name of members REAB HEBITEBME (BHER)
Mr. Chan, Kwok-wai (Chairman) PREVESCAE (/) 4/4 (100%)
Ms. Phillis Loh, Lai-ping EERYu L 4/4 (100%)
Mr. Ma, Tsz-chun R EE 4/4 (100%)

Works Performed

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

summarised below:—

(1) reviewed the Group's final and interim results and draft
consolidated financial statements for the year ended 31st
December, 2010 and for the six months ended 30th June, 2011
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)

€)

©)

)

®

©

an

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
2010, 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 2012.

On 13th March, 2012, 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 had been engaged in
providing non-audit services in relation to the annual review of continuing
connected transactions at a fee of HK$90,000 and review of Hong Kong
Financial Reporting Standards for interim results announcement and
interim report for the six months ended 30th June, 2011 at a fee of
HK$636,800. The audit fees of the Independent Auditors for auditing the
consolidated financial statements of the Group for the year ended 31st
December, 2011 was HK$2,370,000. 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.
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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 three meetings in 2011, on 21st
March, 19th July and 15th December 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; ratified the discretionary bonus to employees for the year
ended 31st December, 2010; and recommended to the Board to fix the
remuneration of NEDs (namely Mr. Lau, Ming-wai and Ms. Amy Lau, Yuk-
wai) at HK$240,000 per annum.
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Attendance Records of Remuneration Committee Meetings ¥ B ZE 22 E HET

No. of meetings attended/held

(Percentage of attendance in total)

Name of members REAB HE / BITEREE (BAHEFEXR)
Mr. Chan, Kwok-wai (Chairman) PREVZ £ (F/E) 3/3 (100%)
Ms. Phillis Loh, Lai-ping EREF T 3/3 (100%)
Mr. Ma, Tsz-chun BREEE 3/3 (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.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

ARBENFTHEZEEREFTERHRAELRRER
BRARFERER ABBEBITRE -SHLH
ZNEEERENAIEFEEZRBENHERKE
RHUBRALFE -RAMEAERFHAFEA
iz gk




Corporate Governance Report
LEERBREE

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 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 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

During the Year, no Nomination Committee was established and the
Board was responsible for the appointment of Directors, evaluation of
the Board's composition and the management of the Board's succession.
The Board also reviewed and recommended the re-appointment of
retiring Directors for shareholders’ approval at the 2011 AGM. 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.

In view of the implementation of certain amendments to the Code
effective from 1st April, 2012, Nomination Committee has been
established on the even date, comprising all the INEDs as members with
written terms of reference which are of no less exacting terms than those

set out in the Code.
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EEEAREE

DISCLOSURE OF CHANGE OF INFORMATION
OF DIRECTORS UNDER RULES 13.51(2) AND
13.51B(1) OF THE LISTING RULES

Save those changes mentioned in the "Profiles of Directors and Senior
Executives”, there is no change of information of each director that is
required to be disclosed under Rules 13.51(2) and 13.51B(1) of the
Listing Rules, since publication of the interim report of the Company for
the six months ended 30th June, 2011.

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 contained in Appendix 10 to the Listing Rules (the
“Model Code"). 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
(the "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:—
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INTERNAL CONTROL (contd)

Annual Review (Cont'd)

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

internal control during the Year;

(2) a framework 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;

(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 eight 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 2011 AGM.

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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Directors’ Report

EEEHRES

The directors of the Company (the “Directors” or the “Board”) are pleased
to 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, 2011 (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 profit 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, 2011 are set out in Notes 52 and 53 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 pages 71 and 72.
The Board had declared an interim dividend of HK1 cent per share (2010:
Nil). No special dividend was declared for the Year (2010: HK40 cents per

share). The Board resolved to recommend the payment of a final dividend
of HK1 cent per share (2010: 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 213 and 214.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group as at 31st December,

2011 are set out on pages 215 to 223.
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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$926,825,000
(2010: HK$101,426,000) and a freehold property in the United Kingdom
for a consideration of GBP280,000,000 (equivalent to approximately
HK$3,362,492,000) (2010: Nil). Investment properties with an
aggregate carrying amounts of approximately HK$870,682,000 (2010:
HK$3,278,930,000) 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 41 to the consolidated financial statements.

RESERVES

Movements in the reserves of the Group during the Year are set out on

pages 76 to 79.

As at 31st December, 2011, the Company's reserves available for
distribution, calculated in accordance with the Companies Act 1981 of
Bermuda (as amended), amounted of approximately HK$2,804,489,000
(2010: HK$2,708,426,000).

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 39 to the consolidated financial statements.

Interest capitalised during the Year by the Group amounted to
HK$64,910,000 (2010: HK$43,129,000).
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Directors’ Report

EEEREE

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, neither the Company nor any of its subsidiaries had

purchased, sold or redeemed any of the Company's listed securities.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
HK$43,226,000 (2010: HK$438,000).

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

Mr. Lau, Ming-wai and Mr. Chan, Kwok-wai will retire from office by
rotation at the forthcoming annual general meeting and, being eligible, will
offer themselves for re-election pursuant to Bye-law 111 of the Bye-laws

of the Company.

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’ Report

EEEREE

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

As at 31st December, 2011, 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 of Hong Kong Limited (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

EERBETUABRAAT
MR E 2 B 5

RIE——F+-A=1t—H EERESTH
ABRARBSETARBEEE (EERER R
IR RY] (1385 REE RG] ) FEXVERFT 5 #48
BOLE) 2By MERORESTHER 2 ERE
KRB AR BIREE 75 M B R 5) £3521%
R ELMAEIRETBHAEIZMAR
~aE ([B3Fr ) @ R A (T LR R0 ) B
BTAE#z (LMBTAZERETESRZNE
ETR) MEARRRBIMIT: -

¥ NN
Percentage of
Number of Issued Share
Name of Directors Shares Held  Note Capacity Capital
EEHE R EE M & 5 EBRITREAEIS
Joseph Lau, Luen-hung 230,984,820 @) Founder and beneficiary of trust

("Mr. Joseph Lau")
B2 ([218 % RE])

ERBIZARZ®EA

1,198,658,948 2) Founder and beneficiary of trust

1,429,643,768

Lau, Ming-wai 230,984,820 @)
("Mr. MW Lau")
s 12 ([8ISE%EE])
1,198,658,948  (2)

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.
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Directors’ Report

EEEREE

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

Il Associated Corporations of the Company

RATz BB EE

1. Chi Cheung Investment Company, Limited (“Chi Cheung")
EHBEBRAR([2H])

Number of
Shares Held Note
FiEFERAEE Fff &

Name of Director

EEHE
Mr. Joseph Lau 209,931,186 m
R ERE

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

Number of
Shares Held Note
ERAEE B =

Name of Director

ExpS

Mr. Joseph Lau 1,018,380,590 )

B

493,678,883  (3)

1,512,059,473

Notes:

(1)  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 209,931,186 shares of Chi Cheung held by Billion
Up Limited, an indirect wholly-owned subsidiary of the Company.

(2) 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.

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

Percentage

of Issued

Capacity Share Capital
B EBRTREAEIL

Founder of trust, 61.96%
beneficiary of trust and interest
in controlled corporation
SFLAISZA
EEEmAR
N EE NS o E
Percentage
of Issued
Capacity Share Capital

546 EBRITRIBEIHL

Founder of trust,

beneficiary of trust and interest

in controlled corporation

@

3)

ERERIZA
ERXEAR
Sy /N

Interest in controlled corporation

iy /N

A2

62.26%

E EXFBIEEE Y2 rERBEAR
NABEITIRATT7494% 2 #E2 - R B
AR AT 2 [E5E 2 E %A K E X FBillion Up
Limited: /8 2 209,931,186 = #E IR h A

%S o

EQDLX%IEX}EET&% 2R EREEAN
NAID BT AF7494% 2 #3 HIKE A
J‘%$EETZFaﬁT%%%?%EWJ%’AEWE%EKE
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Directors’ Report

EEEREE

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, 2011.

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, 2011

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, 2011, 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
FERRER FiERAEE Fff &
GZ Trust Corporation 1,429,643,768 (1), (2)

Global King (PTC) Ltd. 1,198,658948 (1)

Joseph Lau Luen Hung 230,984,820 )

Investments Limited
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EEEREE

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) GZ Trust 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 31st
December, 2011, no short positions were recorded in the register kept by

the Company under section 336 of the SFO.

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 8% and 31% 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.

TERRNANRFZE R ()

GEE

(1) GZ Trust Corporation ({EA—BEE (215
A ) A —IHBAGlobal King (PTC) Ltd. A1
HAZBUERESZEN BB R AES
Global King (PTC) Ltd.AT# A 2 B —#Li% 1D 2
o FIRN B ENFIRFAHEEFRE
BITBRABRARAR RBEER 2 BHE]
BTRZEERIBBRLESEZ [57TA
UARZEA]RIEAZHZA]RAEZR
—1£1,198,658,9480% 2 A R A5 ©

(2) GZ Trust Corporation (fEA %S —HEEE
FE 2155 A)#F Bloseph Lau Luen Hung
Investments Limited.z 2 #8 2 37T IR AN » #U
1R B A Joseph Lau Luen Hung Investments
LimitedPr 55 2 A —#E i) 2 5 Filt iR
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RADB REEEE 2 FH ] BT 88
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EEEREE

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:—

50 8 F I R M

RAFEER U TEFHER T EARERE
ERAMEBREFRAREBRBEFZEBZ
AR -

Nature of Businesses

Considered to Compete
or Likely to Compete with

Name of Directors

EEpA

Name of Companies
NGIER
ok AT BRI K

Mr. Joseph Lau Chi Cheung* and its subsidiaries

el s EFRAMB QA
G-Prop* and its subsidiaries
SERANMBELF

Mr. MW Lau Chi Cheung* and its subsidiaries

S EEE ERFRHEME AR
G-Prop* and its subsidiaries
EE*RENBAF

* listed subsidiary of the Company

RRAFZ EmHERE

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.
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MERERERE
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of the Directors
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BEERZERT
2=

Having certain deemed

interests in Chi Cheung

and is a director of

certain subsidiaries of Chi Cheung
BREREEEFATERR
REFZETHBARZES

Having certain direct and
MERE

deemed interests in G-Prop

BERRERAEEES TH#S
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EEEREE

DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (Cont'd)

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 Mr. Joseph Lau was a director of such
companies throughout the Year; Mr. MW Lau had been a director of
certain companies during the Year) 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.
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EEEREE

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 corporate 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, expired on 3rd
November, 2011 (“First CC Loan"). All such HK$900 million facility had
been drawn by Longman Limited during its term and as at the date

immediately before its expiry.
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EEEREE

DIRECTORS' AND CONTROLLING
SHAREHOLDERS' INTERESTS IN CONTRACTS (Contd)

To continue the said loan arrangement for another term of three years,
on 22nd September, 2011, Chi Cheung as lender, Longman Limited
as borrower and the Company as guarantor entered into another loan
agreement in relation to a three-year revolving facility of up to HK$900
million, commenced from 3rd November, 2011 and ending on 2nd
November, 2014 (“Second CC Loan").

The First CC Loan in the amount of HK$900 million was deemed to
have been repaid on 3rd November, 2011 and the Second CC Loan in
the same amount was deemed to have been made on the same date

pursuant to the terms of the agreement of the Second CC Loan.

CONNECTED TRANSACTIONS

Connected Transactions

(1) On 7th November, 2011, Chinese Estates, Limited (being a direct
wholly-owned subsidiary of the Company) as vendor entered
into a sale and purchase agreement with Marvel Ocean Limited
as purchaser (the “Purchaser”), in relation to the disposal of a
wholly-owned subsidiary of the Company that hold a residential
property known as “LYNX HILL" located at No. 3 Deep Water Bay
Road, Hong Kong, at a consideration of HK$497,238,300.32 (the
“Deep Water Bay Road Transaction”).

Pursuant to the Listing Rules, the Deep Water Bay Road Transaction
constituted a connected transaction for the Company since Mr.
Joseph Lau, being a director and the sole beneficial owner of the
Purchaser as at the date of the sale and purchase agreement, was
a connected person to the Company. As the applicable percentage
ratios of the Deep Water Bay Road Transaction were less than 5%,
the Deep Water Bay Road Transaction was therefore only subject
to the reporting and announcement requirements but was exempt
from independent shareholders’ approval requirement pursuant to
Chapter 14A of the Listing Rules. An announcement in respect of
the Deep Water Bay Road Transaction was made on 7th November,
2011.
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CHINESE ESTATES HOLDINGS LIMITED

On 8th March, 2012, each of Utmost Honest Limited, Jubilee King
Limited, Harvest Billion Limited and Keen Dynasty Limited had
issued a binding letter of offer to Moon Ocean Ltd., an indirect
wholly-owned subsidiary of the Company, pursuant to which
each of them offered to purchase certain residential unit(s) of
La Scala (the Group's property held for sale) at a consideration
of HK$68,268,600, HK$81,712,800, HK$7,593,200 and
HK$13,105,700 respectively (each of the binding letters of offer

noon

was referred to as “Utmost Honest Letter”, “Jubilee King Letter”,

“Harvest Billion Letter” and “Keen Dynasty Letter” below).

Superb Ocean Limited had on 8th March, 2012 entered into a
preliminary sale and purchase agreement (the “Superb Ocean
Agreement”) in respect of the purchase of a residential unit of One
WanChai (the Group's property held for sale) at a consideration of
HK$9,022,000.

Pursuant to the Listing Rules, the transactions contemplated under
Utmost Honest Letter, Jubilee King Letter, Harvest Billion Letter,
Keen Dynasty Letter and Superb Ocean Agreement constituted
connected transactions for the Company. As at the date of these
letters or agreement, Mr. Joseph Lau, was a director and the sole
beneficial owner of Utmost Honest Limited; Ms. Chan, Hoi-wan, an
associate of Mr. Joseph Lau, was a director and the sole beneficial
owner of Jubilee King Limited; and Ms. Mary Lau, Yuk-chun, a sister
of Mr. Joseph Lau, was a director and the sole beneficial owner
of each of (i) Harvest Billion Limited; (ii) Keen Dynasty Limited;
and (i) Superb Ocean Limited. Therefore, each of Mr. Joseph Lau,
Ms. Chan, Hoi-wan and Ms. Mary Lau, Yuk-chun was a connected

person to the Company.

As the applicable aggregated percentage ratios in respect of each
of (i) the transactions contemplated under Utmost Honest Letter
and Jubilee King Letter (taking into account the Deep Water Bay
Road Transaction mentioned in (1) above); and (ii) the transactions
contemplated under Harvest Billion Letter, Keen Dynasty Letter and
Superb Ocean Agreement, was less than 5%, these transactions
were only subject to the reporting and announcement requirements
but were exempt from independent shareholders' approval
requirement pursuant to Chapter 14A of the Listing Rules. An
announcement in respect of the said transactions was made on 8th
March, 2012.
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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, expired on 3rd November, 2011,
with the Company acting as guarantor for repayment of the loan
(the “First GP Loan Transaction”). The First GP 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.

During the term of the First GP Loan Transaction and as at the date
immediately before its expiry, 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.
Pursuant to the terms of the agreement of the Second GP Loan
Transaction (as defined in (2) below), the HK$200 million advance
of the First GP Loan Transaction was deemed to have been
repaid and replaced by the drawdown in the same amount made
under the agreement of the Second GP Loan Transaction on 3rd
November, 2011.

Having reviewed the First GP 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 First GP 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 (collectively "HKICPA Guidelines”) that the First GP
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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Before the expiry of the First GP Loan Transaction as mentioned
in (1) above, on 22nd September, 2011, Fancy Mark Limited as
borrower, G-Prop as lender and the Company as guarantor entered
into another loan agreement regarding a three-year revolving
facility of up to HK$300 million, commenced from 3rd November,
2011 and ending on 2nd November, 2014 (the “Second GP
Loan Transaction”). The Second GP 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, 2011, a total sum of HK$300 million had
been drawn by Fancy Mark Limited at the interest rate of HIBOR
plus 1.5% per annum. The loan was repayable on demand upon

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

Having reviewed the Second GP 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
Second GP 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
HKICPA Guidelines that the Second GP 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)

3)

On 18th December, 2009, Chinese Estates, Limited, 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
commenced on 1st January, 2010 and until 31st December, 2012
(the "Contract”). The annual caps of the service charges payable
by Mr. Joseph Lau to Chinese Estates, Limited 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,
20069.
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In July and August 2010, the Group had disposed, inter alia,
Excelsior Plaza, Laforet and Southorn Centre to the private
companies wholly-owned by Mr. Joseph Lau (the “Disposal
Transactions").

Subsequent to the completion of the Disposal Transactions, Perfect
World Company Limited, the Company's indirect wholly-owned
subsidiary, 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

(iiiy  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”).

Pursuant to the announcement dated 18th May, 2010, the annual
caps for the Year of the 1st Property Management Agreement,
2nd Property Management Agreement and 3rd Property
Management Agreement were HK$ 1,000,000, HK$12,000,000 and
HK$8,000,000 respectively.

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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Continuing Connected Transactions (Cont'd)

)

(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 annual caps disclosed in the announcement
made on 18th May, 2010.

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 and up to the date of this report.
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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 51 to the consolidated financial statements for the year
ended 31st December, 2011 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 transaction 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 member
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.

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.
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RETIREMENT BENEFIT SCHEMES (contd)

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 Scheme as mentioned above.

The Group's total cost for the schemes charged to consolidated statement
of comprehensive income for the year ended 31st December, 2011
amounted to approximately HK$8,177,000 (2010: HK$6,846,000).
In addition, an amount of forfeited employer's contributions for the
schemes amounted to approximately HK$483,000 (2010: HK$397,000)
was utilised towards reducing the Group's contributions during the Year
and the balance available to reduce future contributions amounted to
approximately HK$29,000 (2010: HK$42,000).

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.

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.
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SHARE AWARD SCHEME (contd)

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 7 years.

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

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") whose term of office will expire
upon the conclusion of the forthcoming annual general meeting. In March
2012, the practice of HLB was reorganised as HLB Hodgson Impey Cheng
Limited. A resolution for the appointment of HLB Hodgson Impey Cheng
Limited as the auditors of the Company for the ensuing year will be
proposed to the shareholders at the forthcoming annual general meeting.

On behalf of the Board
Joseph Lau, Luen-hung
Chairman

Hong Kong, 16th March, 2012
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Independent Auditors’ Report
BIYZBMBES

HLB B owmEH A
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 212, which comprise
the consolidated statement of financial position as at 31st December,
2011, 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 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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Independent Auditors’ Report
BYBRBMBEE

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, 2011
and of the Group's profit 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, 16th March, 2012
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Consolidated Statement of Comprehensive Income

MmEEEWSERRE

For the year ended 31st December, 2011

Revenue

Cost of sales

Gross profit

Other income

Investment (expenses) income, net

Administrative expenses

Other expenses

Gain on disposals of properties and
other fixed assets

Gain (loss) on disposals of investment
properties

Fair value changes on investment properties

Finance costs

Other gains and losses, net

Share of results of associates

Profit (loss) before tax

Income tax expense
Profit (loss) 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 income (expenses)

for the year
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2011 2010
Notes HK$'000 HK$'000
7 FHET FET
7 527,792 2,671,012
(244,484) (1,320,032)
283,308 1,350,980
257,536 124,856
10 (563,315) 877,891
(273,248) (229,800)
11 (19,262) (15,776)
25 40
1,945 (4)
21 2,959,593 (10,831,293)
14 (330,729) (68,486)
15 78,265 19,867
1,241,732 56,580
3,635,850 (8,715,145)
18 (116,146) (120,602)
13 3,519,704 (8,835,747)
(37,899) 24,981
34 (108,421)
213,677 181,202
107,943 78,272
283,755 176,034
3,803,459 (8,659,713)
T ——FFRH EABXEE
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Consolidated Statement of Comprehensive Income
REZHEHKWBERR
For the year ended 31st December, 2011 #HZZZT——F+_A=+—HLFE

Notes
L
Profit (loss) for the year attributable to: FEEARFEERR (FHE) :
Owners of the Company ZN/NCIET 2SN
Non-controlling interests FEFE R RS
Total comprehensive income (expenses) FE{hAFEE 2 HUE
for the year attributable to: (X)) 45
Owners of the Company ZA/NEIEZ 2SN
Non-controlling interests IR R
Earnings (loss) per share (HK$) BREF (FH#E) (Bx) 20
Basic and diluted HEAR R

2011 2010

HK$'000 HK$'000

FET FET
3,497,816 (8,858,245)

21,888 22,498
3,519,704 (8,835,747)
3,784,673 (8,685,583)

18,786 25,870
3,803,459 (8,659,713)
1.83 (4.60)

The accompanying notes form an integral part of these consolidated 4R&MIEHMEAM TG ATBHREN—BD -

financial statements.
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Consolidated Statement of Financial Position

A MR | R

At 31st December, 2011

Non-current assets
Investment properties
Properties and other fixed assets
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

B

21
22

23
24
25
26
27
28
29

35
30(a)
31
43
30(b)
32(a)

33
29
34

35
31

36

37
32(b)

32(a)

32(0)

2011 2010
HK$'000 HK$'000
FET FETT
34,484,529 27,419,024
521,756 521,589
1,430 4,290
329,879 6,941
1,693,745 1,044,056
1,618,642 1,563,687
4,160,350 334,079
2,453,411 3,101,417
406,241 344,879
58 78
47,279 33,083
124,388 138,971
165,441 163,031
46,007,149 34,675,125
5,707,076 4,339,662
53,323 100,704
514,917 2,422,066
2,773,200 2,084,012
60 41

3,939 2,960
583,469 485,872
25,362 106,865
1,320 2,277
1,539,558 24,035
4,268,499 10,689,322
33,725 43419
15,504,448 20,301,235
- 80,000
15,504,448 20,381,235
—T—FFR  EABEEER
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Consolidated Statement of Financial Position

REMBRABEE
At 31st December, 2011

Current liabilities
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
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

CHINESE ESTATES HOLDINGS LIMITED

RZE—F+ZA=+—H

Notes

Bt

REBEE
JE A~ BR T8 2 E 5T R IE 38
ENEHXZHERER
RES
% RIBRGRIEA
MIE&E
BE——FREE 39
B 40
MBEREE

RBEEFE

EERERRBAEE

KATREEAZ
LR AR
g 7R 41
BHILEHE
AR
H b
Rl
BARE
&
R & F
—BRARHAR S
—Hfth

IR

R A< R 5 48 2R

Annual Report 2011

2011 2010
HK$'000 HK$'000
FET FET
765,027 719,241
10,996 73,197
970,516 566,738
24,480 137,741
10,006,667 3,727,552
- 16,054

- 290
11,777,686 5,240,813
3,726,762 15,140,422
49,733,911 49,815,547
190,762 190,762
67,934 102,715
29,119 9,314

(7.259) (7,340)
2,499,685 2,499,685
138,062 138,062
961,487 639,930
19,076 19,076
31,752,466 29,915,662
35,651,332 33,507,866
716,675 702,985
36,368,007 34,210,851




Consolidated Statement of Financial Position
FREMBRREE
At 31st December, 2011 RA-ZT——F+-F=+—H

2011 2010
Notes HK$'000 HK$'000
B 5 FHExT FHET
Non-current liabilities kRBEE

Financial guarantee liabilities MBEREE 91 -
Borrowings — due after one year BE——F1&2IH 39 12,684,015 14,982,958
Amounts due to associates KA E N RIFA 42 183,689 76,950

Amount due to a non-controlling RE—AIFERRE
shareholder A 42 14,430 141,325
Deferred tax liabilities BERIEAE 43 483,679 403,463
13,365,904 15,604,696
49,733,911 49,815,547

Approved and authorised for issue by the Board of Directors on BEEFER_T—_F=A T+ BHERE

16th March, 2012 and signed on its behalf by: EEm WHTINESRREZGEE:
Joseph Lau, Luen-hung EE 3 Chan, Kwok-wai PR EI &
Director Ea Director FE

The accompanying notes form an integral part of these consolidated — 4R& BAFSZRERMIcE iR A B HRERMN — 30 o

financial statements.
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Consolidated Statement of Changes in Equity

RERAEZEEHR

For the year ended 31st December, 2011

At 1st January, 2010

Loss for the year

Fair value changes on available-for-sale
investments

— Listed equity investments
— Listed debt investments
— Unlisted investments

Reclassification relating to disposal of
available-for-sale investments

— Listed equity investments

Exchange differences on translation of foreign
operations

Share of other comprehensive (expenses)
income of associates

Total comprehensive (expenses) income
for the year

PRC statutory reserve

Deemed contribution from non-controlling
interests

Reclassification relating to disposal of
investment property

Cancellation on repurchase of own shares
Dividend paid to non-controlling shareholders
Final dividend paid

Special dividend paid

At 31st December, 2010

CHINESE ESTATES HOLDINGS LIMITED
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BE-_Z——F+-A=+—HLEE

Attributable to owners of the Company

AAREEAZBERAEER

Properties Securities
Share Share revaluation investments
capital premium reserve reserve
LIES &35
IR 2= RGIEE EfhfEE REREE
HK$'000 HK$'000 HK$'000 HK$'000
FET TFHET FHET FET
195,000 9,325 704 189,529
- - - 66,980

- - - (73)

- - - (45,298)

_ _ - (108,421)

- - - @

- - - (86,814)
- - (704) -
(4,238) (9,325) - -
190,762 - - 102,715




Attributable to owners of the Company

ADAERAZEERAER
Capital Non-
Statutory Other Special  redemption Translation Retained controlling Total
reserve reserve reserve reserve reserve profits Total interests equity
=& M AR 2R
EEE Hfth i 5 5l ik 4 e BE 5 RE R WE FERES R
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THETT TET THET TR THET THET THET THET
(note i) (note i)
(P i) (B 1)
6,626 (7,681) 2,499,685 133,824 380,795 40,103,854 43,511,661 800,653 44,312,314
- - - - - (8,858,245) (8,858,245) 22,498 (8,835,747)
- - - - - - 66,980 - 66,980
- - - - - - (73) (102) (175)
- - - - - - (45,298) 3,474 (41,824)
- - - - - - (108,421) - (108,421)
- - - - 181,202 - 181,202 - 181,202
- 341 - - 77,933 - 78,272 - 78,272
- 341 - - 259,135 (8,858,245) (8,685,583) 25,870 (8,659,713)
2,688 - - - - (2,688) - - -
- - - - - - - (3,301) (3,301)
- - - - - 704 - - -
- - - 4,238 - (526,339) (535,664) - (535,664)
- - - - - - - (120,237) (120,237)
- - - - - (19,500) (19,500) - (19,500)
- - - - - (763,048) (763,048) - (763,048)
9,314 (7,340) 2,499,685 138,062 639,930 29,934,738 33,507,866 702,985 34,210,851

T -—FFH  EABXEE
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Consolidated Statement of Changes in Equity
RERTERBHR

For the year ended 31st December, 2011

BE-T——5+-A=+—ALEE

Attributable to owners of the Company

AAREEAZBERAEER
Properties Securities
Share Share revaluation investments
capital premium reserve reserve
LIES g
IR A< B 1758 EMHEE REME
HK$'000 HK$'000 HK$'000 HK$'000
FAET FHET F&T FA&T

At 1st January, 2011 RZZE——%—8—H 190,762 - - 102,715

Profit for the year IR R = = = =

Fair value changes on available-for-sale HFEREZATEED

investments

— Listed debt investments — ETEKKRE - - - (159)

— Unlisted investments —JEETIRE - - - (34,625)
Reclassification relating to disposals of HHERFERE

available-for-sale investments BHOH

— Unlisted investments —JEEHIRE = = = 21
Exchange differences on translation of foreign — $E/NETSATE 4 2 B X =58

operations = = = =
Share of other comprehensive (expenses) BhEE AR

income of associates Hthz2m () W S = = (18)
Total comprehensive (expenses) income AEFE2E(XH) W

for the year R - - - (34,781)
PRC statutory reserve AR EDETE [ = = = =
Deemed contribution from non-controlling BIEEIERERITE

interests = - - -
Deemed acquisition of additional interest in a 18 {EU & —FEI M B 2 7

subsidiary (note iii) Z EEHMERS (FtaEiii) - - - =
Acquisition of additional interest in a subsidiary U & — R 6T BB 2 7] Z E8 5N

HEa - - - -

Dividend paid to non-controlling shareholders B 15 JE1E AR AR TR AR B - - - -

Interim dividend paid [EEREEE-) ¥ - - = =

Final dividend paid EfNREARE - - - -

At 31st December, 2011 R=Z——%F

+t=A=+—H 190,762 - - 67,934

Notes: B 5

0) The movement of other reserve for the year represented the release of the (i) REEzHMEHEH DEREEN —HBE QR
negative reserve held by an associate of the Group upon the disposals of the NEEBEYERBRAMEEZAERE-
relevant properties.

(i) The statutory reserve of the Group refers to The People’s Republic of China (i)  ANEBEEEFEEREPEARKME ([ ])EF
("PRC") statutory reserve fund. Appropriations to such reserve fund are made FHRES MZHEESELNBERTE G P EK
out of profit after tax as recorded in the statutory financial statements of the PRC BRAEEVERERNBREEEZT -FESENE
subsidiaries. The amount should not be less than 10% of the profit after tax BREERBERERMBRE 2B BEF Z2100% B
as recorded in the statutory financial statements unless the aggregate amount JEMBEERB T B KT B A R s E A Z250% ° A E f##
exceeds 50% of the registered capital of the PRC subsidiaries. The statutory BIREBEMBEFEEE (E)%&EL A& B
reserve can be used to make up prior year losses, if any, and can be applied in BRCETERUALRBTEMBARZER-
conversion into the PRC subsidiaries’ capital by means of capitalisation issue.

(i) In July and October 2011, the Group accepted the provisional allotment of new (i) RZZT——S+tAR+A AEEZH—EHEL
shares in a subsidiary at a consideration of approximately HK$47,950,000 and Al ZFRE EELRE - R{E 4 A47,950,0007 7T - il i
increases the equity interests from 51.00% to 94.79%. The capital contribution ANHEZE R 51.000088 ZE 94,7900 © 7N 5 B 4] 3% 1 B A 7
to the subsidiary by the Group resulted in the adjustments to non-controlling A E B TR S A /3,078,000 T
interests of approximately HK$3,078,000.

The accompanying notes form an integral part of these consolidated 44 B EMEAM T NEATBRERN —BH -

financial statements.
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Attributable to owners of the Company

RRARFEA AN ZEGRAER
Capital Non-
Statutory Other Special  redemption Translation Retained controlling Total
reserve reserve reserve reserve reserve profits Total interests equity
Bx RAER
EERE HifdE RRlEE FEE#E R RE A ME FERES wEm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET THET FET TFET FET TFHET FHET TFET
(note i) (note i)
(B EEN) (Bf&ED)
9,314 (7.340) 2,499,685 138,062 639,930 29,934,738 33,507,866 702,985 34,210,851
- - - - - 3,497,816 3,497,816 21,888 3,519,704
- - - - - - (159) (219) (378)
= = = = = = (34,625) (2,896) (37,521)
= = = = = = 21 13 34
- - - - 213,677 - 213,677 - 213,677
- 81 - - 107,880 - 107,943 - 107,943
- 81 - - 321,557 3,497,816 3,784,673 18,786 3,803,459
19,805 - - - - (19,805) - - -
= = = = = = = 5,444 5,444
_ - - = = (3,078) (3,078) 3,078 -
= = = = = (1,599,977)  (1,599,977) (23)  (1,600,000)
= = = = = = = (13,595) (13,595)
- - - - - (19,076) (19,076) - (19,076)
= = = = = (19,076) (19,076) = (19,076)
29,119 (7.259) 2,499,685 138,062 961,487 31,771,542 35,651,332 716,675 36,368,007
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Consolidated Statement of Cash Flows

RERIMER

For the year ended 31st December, 2011

Operating activities
Profit (loss) before tax
Adjustments for:
Depreciation of properties and
other fixed assets
Amortisation of intangible assets
Income from financial guarantee to
an investee/associate

Interest expenses

Imputed interest expenses
Interest income

Imputed interest income
Dividend income from listed and

unlisted investments

Impairment losses (reversed) recognised

in respect of trade receivables
Unrealised loss arising on change
in fair value of investments
held-for-trading
Realised gain arising on change
in fair value of derivative financial
instruments
Unrealised loss (gain) arising on
change in fair value of bonds
Impairment loss reversed in respect of
advance to an associate
Transfer from equity on disposals of
available-for-sale investments
(Gain) 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
Net exchange (gain) loss
Reversal of contingency provision
Write-down of stock of properties

CHINESE ESTATES HOLDINGS LIMITED

B E 3
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P 7 1 o 98
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Notes

=
}‘E‘ﬂ:

44(a)

44(b)

2011
HK$'000
TR

3,635,850

17,225
2,860

(290)
276,414
1,994
(753,495)
(14,408)
(58,065)

(310)

138,768

1,229,503

34

(1,945)

(25)

(1,241,732)

(2,959,593)
(66,825)
(6,826)
(16,054)
2,312

2010
HK$'000
FET

(8,715,145)

20,049
2,860

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

323

59,130

(3,238)

(249,343)

(653)

(106,685)

(40)

(13,000)

7253
(56,580)

10,831,293
(13,477)
6,437




Consolidated Statement of Cash Flows
RERERER

For the year ended 31st December, 2011 #HZEZZT——F+_A=+—HLFE

Operating cash flows before movements EEEREERIZ
in working capital RERSRE

Decrease in stock of properties mMEFER D

Decrease in loans receivable JFE AT B RO >

(Increase) decrease in inventories for femiFE (Em)Rd
cosmetic products

(Increase) decrease in debtors,

deposits and prepayments ()R
Decrease (increase) in investments FEEEZRE

held-for-trading wA ()
Increase in financial assets designated HEERBBE AR
as at fair value through profit or loss NEEZSEEEL M

Decrease in securities trading receivables and &K & 52 5 38 &

deposits TR A
Decrease (increase) in sales proceeds RE ANFTFFIHE TSR
held by stakeholders A ($80)

(Decrease) increase in creditors and accruals &< BR 1B & JE 51 3R
CRLA) 8 n
(Decrease) increase in securities trading and  JEI & 52 5 3UE &
margin payable RED OR8N
Increase (decrease) in deposits and e kB FKRIA
receipts in advance o Omd)

Cash generated from (used in) e (ARIKEEEBZ
operating activities B

Net Hong Kong Profits Tax paid ENEENGHFE

RE (AR REEHZ

Net cash generated from (used in)

operating activities ReF8
Investing activities REXK
Dividend received from listed and IR LETREZ
unlisted investments 2 s &
Dividend received from associates B AR 2 B AR S
Interest received B U F B
Purchases of investment properties BEREME

Purchase of properties and other fixed assets B& & ¥ % & H fth [E & & &=

Payments for stock of properties S MEFERIEA

Proceeds on disposals of investment HEREMEMSHIE
properties

Proceeds on disposals of properties and other H & ¥7 2 & £ b [E & & &=
fixed assets FTiS 318

& N B iR fE
FEREMSNE

Proceeds from disposals and redemption
upon maturity of available-for-sale
investments

Purchases of available-for-sale investments BB FEIRE
Net cash outflow on acquisition of g1y =N od
subsidiaries WEImHHFHE
Net cash inflow on disposal of subsidiaries ~ HE&EMER A~
WEMANFHE
Acquisition of additional interest WE—HME R
in a subsidiary HIMER

S A TR
B2 AR

Advances to associates

Repayments from associates

Advance to an investee company
Repayment from an investee company
(Increase) decrease in pledged deposits

—EEZRERBER

IR R (32 0) R

(AR)RBEREXEK 2
REFE

Net cash (used in) generated from
investing activities

P BRIE - & MBS 5RIR

BN —EEFIRERRRIA

2011 2010
Notes HK$'000 HK$'000
s FET FHT
185,392 1,283,441
136,848 1,127,068
1 60,010
(979) 33
(65,227) 51,674
1,768,381 (1,837,242)
(1,270,685) (4,207,848)
81,503 292,448
9,694 (7.469)
(28,630) 217,025
(62,201) 8,035
369,220 (33,952)
1,123,317 (3,046,777)
(119,976) (76,903)
1,003,341 (3,123,680)
58,065 116,681
700,000 122,740
718,319 289,909
(1,538,916) (908,863)
(16,897) (9,072)
(1,366,125) (834,658)
92,627 1,926
25 71
115,755 1,465,148
(3,927,101) (87,607)
44(a) (388,884) (15,162)
44(b) 495,104 2,465,102
45 (1,600,000) -
(86,026) (729,773)
149,973 1,143,794
(61,554) (16,494)
192 93
(1,517,933) 900,015
(8,173,376) 3,903,850
T ——FFRH EABXEE
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Consolidated Statement of Cash Flows
RERERER

For the year ended 31st December, 2011 #HZZZT——F+_A=+—HLFE

Financing activities RE XK

Dividends paid TR B

Dividend paid to non-controlling shareholders B 1 3E4E R A% 3 2 1% B,
Interest paid BEARFLE

New bank loans and other loans raised FTBIRITE R R E MK
Repayments of bank loans and other loans B3R RITER R HAME K
Repurchase of own shares [B] 8 72X & iR 15

Capital contribution by non-controlling R ERITE

shareholders

Net cash generated from REMEELZ
financing activities ReEFEE

Net (decrease) increase in cash and ReRBEELEHEER
cash equivalents OB 2) B8

Cash and cash equivalents R—A—HZzHRER
at 1st January RE&E%EEE

Effect of foreign exchange rate changes ER#5 &

Cash and cash equivalents R+T=ZA=+—-HB2ZRER
at 31st December RE&ZEER

Analysis of the balances of cash and ReERBEEEHEER

cash equivalents B
Time deposits, bank balances and cash FEHFR RITEREE®

The accompanying notes form an integral part of these consolidated

financial statements.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

Notes

=
m

2011 2010
HK$'000 HK$'000
FET FET
(38,152) (782,548)
(13,595) (120,237)
(311,285) (109,073)
12,961,881 16,213,114
(11,805,625) (9,939,585)
- (535,664)
(111,984) (69,031)
681,240 4,656,976
(6,488,795) 5,437,146
10,689,322 5,200,666
67,972 51,510
4,268,499 10,689,322
4,268,499 10,689,322

RAMBRRMENEAMBERRN—ED -



Notes to the Consolidated Financial Statements

e M B HRHE

For the year ended 31st December, 2011 #HZ=—

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 (“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 (“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 52, 53 and 28 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, 2011 are consistent
with those followed in the preparation of the Group'’s consolidated
financial statements for the year ended 31st December, 2010

except as described below.

T —FtZA=t—BILFE
1.

ARBR—HRBREIMRILZZHR
BRAR EEROREBHEXZMER
NEIRQR il D S N/Ni s i
ERNBBIBMER IR AFHR
[REIEHR de

bR A MBImE BT (ET]) 258
TNRARREENBELRR ([FAEE])Z
DaeEr - AR SEHAN  AEEST
BAAEREBEALZ TRH(TET) -

FIN/N 721%%%%&§¢k\ﬁﬁiﬁ
WEBAR BERNA R ERZEHIME 2 E
E%ﬁ%ﬁm?ﬁmwmz +531%28 °

BRI E] RIS ER] B RIS
a2 ([ BT HHmELE

“H)
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Notes to the Consolidated Financial Statements

A MBMRME

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 (“new HKFRSs") issued by the Hong Kong Institute

of Certificate Public Accountants (“HKICPA"), which are effective

for the Group's financial year beginning on 1st January, 2011. The

new HKFRSs adopted by the Group in the consolidated financial

statements are set out below:

HKFRSs (Amendments) Improvements to HKFRSs issued in
2010

Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time

HKFRS 1 (Amendment)

Adopters

HKAS 24 (Revised) Related Party Disclosures

HKAS 32 (Amendment)

Classification of Rights Issues

HK(IFRIC) — Int 14

(Amendments)

Prepayments of a Minimum Funding

Requirement

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with

Equity Instruments

HKAS 24 (Revised) clarifies and simplifies the definition of related
parties. The new definitions emphasise a symmetrical view of
related party relationships and clarify the circumstances in which
persons and key management personnel affect related party
relationships of an entity. The revised standard also introduces an
exemption from the general related party disclosure requirements
for transaction with a government and entities that are controlled,
jointly controlled or significantly influenced by the same government
as the reporting entity. The accounting policy for related parties
has been revised to reflect the changes in the definition of related
parties under the revised standard. The adoption of the revised
standard did not have any impact on the financial position or
performance of the Group.

The Group has early adopted the amendments to HKAS 12
"Deferred Tax: Recovery of Underlying Assets”, in respect of the
recognition of deferred tax on investment properties carried at
fair value under HKAS 40 ‘“Investment Property” for the financial
year ended 31st December, 2010 and this change in accounting
policy has been consistently applied in the consolidated financial
statements.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

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 prior year adjustment has been required.

The Group has not early adopted the following new and revised

HKFRSs that have been issued but are not yet effective.

HKFRS 1 (Amendments)  Disclosures — Severe Hyperinflation
and Removal of Fixed Dates for
First-time Adopters!

HKFRS 7 (Amendments)  Disclosures — Transfers of Financial
Assets!

HKFRS 7 (Amendments)  Disclosures — Offsetting Financial
Assets and Financial Liabilities®

HKFRS 7 and HKFRS 9 Mandatory Effective Date of HKFRS 9

(Amendments) and Transition Disclosure®
HKFRS 9 Financial Instruments®
HKFRS 10 Consolidated Financial Statements?
HKFRS 11 Joint Arrangements®
HKFRS 12 Disclosure of Interests in Other
Entities®
HKFRS 13 Fair Value Measurement®

HKAS 1 (Amendments) Presentation of Items of Other

Comprehensive Income?

HKAS 19 Employee Benefits?
(Revised in 2011)

HKAS 27 Separate Financial Statements?
(Revised in 2011)

HKAS 28 Investments in Associates and Joint
(Revised in 2011) Ventures®

HKAS 32 (Amendments)  Presentation — Offsetting Financial
Assets and Financial Liabilities*
HK(IFRIC) — Int 20 Stripping Costs in the Production

Phase of a Surface Mine?

2.
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Notes to the Consolidated Financial Statements

A MBMRME

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

! Effective for annual periods beginning on or after 1st July, 2011

2 Effective for annual periods beginning on or after 1st July, 2012

3 Effective for annual periods beginning on or after 1st January,
2013

4 Effective for annual periods beginning on or after 1st January,
2014

5 Effective for annual periods beginning on or after 1st January,
2015

HKFRS 9 “Financial Instruments” (as issued in November
2009) introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 “Financial Instruments”
(as revised in November 2010) adds requirements for the financial
liabilities and for derecognition. Under HKFRS 9, all recognised
financial assets that are within the scope of HKAS 39 “Financial
Instruments: Recognition and Measurement” are subsequently
measured at either amortised cost or fair value. Specifically, debt
investments that are held within a business model whose objective
is to collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest on
the principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other debt
investments and equity investments are measured at their fair

values at the end of subsequent accounting periods.

HKFRS 9 is effective for annual periods beginning on or after 1st
January, 2015, with earlier application permitted. The application
of HKFRS 9 might affect the classification, measurement and

presentation of the Group's financial assets and financial liabilities.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

HKFRS 13 “Fair Value Measurement” establishes a single source
of guidance for fair value measurements and disclosures about fair
value measurements. The standard defines fair value, establishes
a framework for measuring fair value, and requires disclosures
about fair value measurements. The scope of HKFRS 13 is
broad; it applies to both financial instrument items and non-
financial instrument items for which other HKFRSs require or
permit fair value measurements and disclosures about fair value
measurements, except in specified circumstances. In general, the
disclosure requirements in HKFRS 13 are more extensive than
those in the current standards. HKFRS 13 is effective for annual
periods beginning on or after 1st January, 2013, with earlier
application permitted. The application of the HKFRS 13 might affect
the amounts reported and result in more extensive disclosures in

the consolidated financial statements of the Group.

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

and financial position are prepared and presented.

2.
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CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

A MBMRME

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs, which is a collective term that includes
all applicable 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 (“Listing Rules”) and the

disclosure requirements of the Hong Kong Companies Ordinance.

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

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.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(a)

Basis of consolidation (Cont'd)

Subsidiaries (Cont'd)

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

profit or loss.

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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Notes to the Consolidated Financial Statements

A MBMRME

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

(a)

CHINESE ESTATES HOLDINGS LIMITED

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 amount 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 profit or loss.

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 profit or loss where appropriate.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(b)

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business

less accumulated impairment losses, if any.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer's
previously held equity interests in the acquiree (if any) over
the net of the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If, after
reassessment, the net of the acquisition-date amount of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value of
the acquirer's previously held interest in the acquiree (if any),
the excess is recognised immediately in profit or loss as a

bargain purchase gain.

For the purposes of impairment testing, goodwill is allocated
to each of the Group's cash-generating units (or groups of
cash-generating units) that is expected to benefit from the

synergies of the combination.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, or more frequently when
there is indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit on a pro-rata
basis based on the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for goodwill is

not reversed is in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the

determination of the profit or loss on disposal.
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Notes to the Consolidated Financial Statements

A MBMRME

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

()

CHINESE ESTATES HOLDINGS LIMITED

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 the 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 profit or loss.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group's investment in an associate. When
necessary, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance
with HKAS 36 Impairment of Assets as a single asset by
comparing its recoverable amount (higher of value in use
and fair value less costs to sell) with its carrying amount,
Any impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent
that the recoverable amount of the investment subsequently

increases.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(9

Investments in associates (Cont'd)

Upon disposal of an associate that results in the Group
losing significant influence over that associate, any retained
investment is measured at fair value at that date and the
fair value is regarded as its fair value on initial recognition
as a financial asset in accordance with HKAS 39. The
difference between the previous carrying amount of the
associate attributable to the retained interest and its fair
value is included in the determination of the gain or loss on
disposal of the associate. In addition, the Group accounts for
all amounts previously recognised in other comprehensive
income in relation to that associate on the same basis as
would be required if that associate had directly disposed
of the related assets or liabilities. Therefore, if a gain or
loss previously recognised in other comprehensive income
by that associate would be reclassified to profit or loss on
the disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) when it loses significant influence

over that associate.

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

Group's interest in the relevant associate.
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Notes to the Consolidated Financial Statements

A MBMRME

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

(d)

CHINESE ESTATES HOLDINGS LIMITED

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.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(e)

®

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.

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. Gains and losses arising from changes in the fair value
of investment properties are included in profit or loss 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).
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Notes to the Consolidated Financial Statements

A MBMRME

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

®

CHINESE ESTATES HOLDINGS LIMITED

Investment properties (Cont'd)

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 profit or

loss 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 asset) is
included in profit or loss for the year in which the property is

derecognised.

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 profit or loss.

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.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(8

(h)

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 and 3 to 10 years
equipments
Yachts and motor vehicles 3 to 10 years

An item of properties and other fixed assets is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in

the year in which the item is derecognised.

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.
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Notes to the Consolidated Financial Statements

A MBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(i) Stock of properties

Stock of properties, which are held for trading, is stated at the
lower of cost and net realisable value. Cost and net realisable

value are determined as follows:
i Completed properties held for sale

The cost of completed properties held for sale is
determined by apportionment of the total development
costs, including borrowing costs capitalised, attributable
to unsold units. Net realisable value is estimated by the
management, based on prevailing market conditions,
which represents the estimated selling price less
estimated costs to be incurred in selling the property.
Cost of completed properties held for sale comprises
all costs of purchase, costs of conversion and costs
incurred in bringing the inventories to their present

location and condition.

A write-down for stock of completed properties is made
of the net realisable value is lower than its carrying

amount.

The amount of any write-down of or provision for
properties held for sale is recognised as an expense
in the period write-down or loss occurs. The amount
of any reversal of any write-down or provision arising
from an increase in net realisable value is recognised in

profit or loss in the period in which the reversal occurs.
ii.  Properties under development held for sale

The costs of properties under development held for
sale includes identified costs including the acquisition
cost of land, aggregate cost of development, borrowing
costs capitalised, material and supplies, wages, other
direct expenses and an appropriate proportion of
overheads. Net realisable value is estimated by the
management, taking into account the expected price
that can ultimately be achieved, based on prevailing
market conditions and the anticipated costs of

completed and costs to be incurred in selling the

property.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

@M

1)

(k)

Stock of properties (Cont'd)

ii.  Properties under development held for sale (Cont'd)

A write-down for properties under development is
made if the net realisable value is lower than expected
as result of change in market condition and/or

significant variation in the budgeted development cost.

The amount of any write-down of or provision
for properties under development held for sale is
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of
any write-down or provision arising from an increase in
net realisable value is recognised in profit or loss in the

period in which the reversal occurs.

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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Notes to the Consolidated Financial Statements

A MBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

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 profit or

loss.

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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Notes to the Consolidated Financial Statements
BREMBRERME

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

() 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 financial assets designated as at
fair value through profit or loss.
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 at fair value through profit or loss on initial
recognition.
A financial asset is classified as held-for-trading if:
(i) it has been acquired principally for the purpose of

selling in the near future;

(i) it is a part of an identified portfolio of financial

instruments that the Group manages together and has

a recent actual pattern of short-term profit-taking; or

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

a hedging instrument.
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Notes to the Consolidated Financial Statements

A MBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial assets (Cont'd)

Financial assets at fair value through profit or loss

Financial assets are classified at fair value through profit or
loss when the financial asset is either held for trading or it
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

(iiiy 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 profit or loss in the year in which they
arise. The net gain or loss recognised in profit or loss includes

any dividend or interest earned on the financial assets.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

Loans and receivables

Loans and receivables (including advances to associates,
advances to investee companies, loans receivable, 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. 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 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 profit or
loss (see the accounting policy in respect of impairment loss

on financial assets below).

However, interest calculated using the effective interest

method is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

A MBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)

() Financial instruments (Cont'd)

CHINESE ESTATES HOLDINGS LIMITED

Financial assets (Cont'd)

Available-for-sale financial assets (Cont'd)

For the purpose of recognising foreign exchange gains and
losses, a monetary available-for-sale financial asset is treated
as if it was carried at amortised cost in the foreign currency.
Accordingly, for such a financial asset, exchange differences
resulting from changes in carrying amount are recognised in

profit or loss.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of the reporting
period (see the accounting policy in respect of impairment

loss on financial assets below).

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.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

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 assets, 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.

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.
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Notes to the Consolidated Financial Statements

A MBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

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 profit or loss.

When available-for-sale financial assets are determined
to be impaired, the cumulative gains or losses previously
recognised in other comprehensive income are reclassified to

profit or loss.

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
profit or loss to the extent that the carrying amount of
the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

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 profit or loss 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 in profit or loss 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 as 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.
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Notes to the Consolidated Financial Statements

A MBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Cont'd)
() Financial instruments (Cont'd)
Financial liabilities and equity (Cont'd)

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 (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 liability, or where appropriate, a shorter

period to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis

other than financial liabilities classified as at fair value through

profit or loss.

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 profit or loss in the period 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 in the near term;

(i) on initial recognition it is a 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) it is a derivative that is not designated and effective as

a hedging instrument.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

Financial instruments (Cont'd)

Financial liabilities and equity (Cont'd)

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

A financial liability other than a financial liability held-for-
trading may be designated as at fair value through profit or

loss upon initial recognition if:

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

otherwise arise;

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

or

(iiiy it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 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 profit or loss in the year in which they arise. The
net gain or loss recognised in profit or loss includes any

interest paid on the financial liability.

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 amount due to a non-controlling shareholder) are
subsequently measured at amortised cost, using the effective

interest method.
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Notes to the Consolidated Financial Statements

A MBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial liabilities and equity (Cont'd)

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 profit or loss 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 payment 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 (i) the amount initially
recognised less, when appropriate, cumulative amortisation

recognised in accordance with HKAS 18, “Revenue”.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

(m)

Financial instruments (Cont'd)

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 profit

or loss.

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 or payable is recognised in profit or loss.

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.

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 profit or
loss on a straight-line basis over the term of the relevant

lease.

Sale of securities investments are recognised on a trade date

basis.
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Notes to the Consolidated Financial Statements

A MBMRME

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

(m) Revenue recognition (Cont'd)

(n)

CHINESE ESTATES HOLDINGS LIMITED

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.

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 profit or
loss 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 or 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.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(n)

Taxation (Cont'd)

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the 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 its 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.

Deferred tax is calculated at the tax rates that are expected to
apply in the period in which the liability is settled or the asset
realised. Current and deferred tax are recognised in profit or
loss, except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are 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.
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Notes to the Consolidated Financial Statements

A MBMRME

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

(n)

(0)

CHINESE ESTATES HOLDINGS LIMITED

Taxation (Cont'd)

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 profit
or loss on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the
leased asset and recognised as an expense on a straight-line

basis over the lease term.

The Group as lessee

Rentals payable under operating leases is charged to profit
or loss 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.
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Notes to the Consolidated Financial Statements

REMBEREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(p)

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
exchange rates 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 profit or loss in the period 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 profit or loss on disposal of the foreign operation.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit
or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains
and losses are recognised directly in other comprehensive
income, in which cases, the exchange differences are

recognised directly in other comprehensive income.
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Notes to the Consolidated Financial Statements

A MBMRME

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

(p)

CHINESE ESTATES HOLDINGS LIMITED

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 current rate prevailing at the
end of the reporting period. Income and expenses items
are translated at the average exchange rates for the period,
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 profit or loss in the

period in which the foreign operation is disposed of.

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 profit or loss. 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 profit or loss. 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 profit or loss.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(@)

(U]

(s)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, 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 profit or loss in

the period in which they are incurred.

Retirement benefits costs

Payment 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.

(@

(U]

()

BERAE

RIBE B SUEMARK AR
REMGHAEEZLAEREEZE
BERLHEERABERMEAZREE
EZBARA - ERFEERE LiE
ERTEABRKAIHREEE  FEKA
BTrBIEEXRC-

EEMEERAD R E L BRE
RERER -

3R ARTE R B AR

RIEHRFCRKEFG & 2 1R B
BRERGAG RIS HAEER
R

B

EAEERBEFHTRERS R
F - BN E B T AL AL R
o TR LR b0l
R

ERRBERHZREINRE SRR
XNBRBEEMFZREZRER
HEREERSRABEE AR
R ANHETE B - e B 2 R (5t 2 A9
RAEEEZRERETE BEE
BRZEFRER2RE

—T-FEFHR  EAEXEE

117



118

Notes to the Consolidated Financial Statements

A MBMRME

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

®

(u)

CHINESE ESTATES HOLDINGS LIMITED

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.
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
(i) A person, or a close member of that person’s family, is
related to the Group if that person:
(1) has control or joint control over the Group;
(2) has significant influence over the Group; or

(3) is a member of the key management personnel

of the Group or the Group's parent.
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Notes to the Consolidated Financial Statements

REMBEREWE

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

(u) Related parties (Cont'd)

(i)  An entity is related to the Group if any of the following

conditions applies:

Q)

@

3

Q)

®)

)

)

the entity and the Group are members of the
same group (which means that each parent,
subsidiary and follow subsidiary is related to the
others).

one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a

member).

both entities are joint ventures of the same third

party.

one entity is a joint venture of a third entity and

the other entity is an associate of the third entity.

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or

an entity related to the Group.

the entity is controlled or jointly controlled by a

person identified in (i).

a person identified in (i)(1) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a

parent of the entity).

Close family members of an individual are those family

members who may be expected to influence, or be

influenced by, that person in their dealings with the entity.
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Notes to the Consolidated Financial Statements

A MBMRME

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

v)

(w)

CHINESE ESTATES HOLDINGS LIMITED

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.

Operating segments

Operating segments are reported in a manner consistent
with the internal management reporting provided to the chief
operating decision-makers. Segment assets consist primarily
of properties and other fixed assets, financial assets and other
assets. Segment liabilities comprise financial liabilities and
other liabilities. 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
investment properties together with their respective deferred
tax expense. No intersegment revenue accounted for as
the intersegment revenue is mainly the rental income for

administrative purpose.
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Notes to the Consolidated Financial Statements

REMBEREWE

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 uses 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$120,239,000 (2010: HK$152,173,000) are valued using a
discounted cash flow analysis based on assumptions supported,
where possible, by observable market prices or rates. The
estimation of fair value of these equity instruments also includes
some assumptions not supported by observable market prices or

rates.
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Notes to the Consolidated Financial Statements

A MBMRME

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 reports, the management has exercised their judgment
and is satisfied that the method of valuation is reflective of the
current market conditions, as detailed in Note 21. Should there be
changes in assumptions due to change in market conditions, the fair

value of the investment properties will change in future.
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Notes to the Consolidated Financial Statements

REMBEREWE

4. CRITICAL ACCOUNTING JUDGMENTS 4.

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (contd)

Critical judgments in applying accounting policies (Cont'd)
Income tax expense

At 31st December, 2011, a deferred tax asset of approximately
HK$55,211,000 (2010: HK$37,266,000) 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.
Impairment of goodwill and intangible assets

The Group performs annual tests on whether there has been
impairment of goodwill and intangible assets in accordance with
the accounting policy stated in Note 3. The recoverable amounts
of cash-generating units are determined based on value-in-use
calculations. These calculations require the use of estimates and
assumptions made by management on the future operation of the
business, pre-tax discount rates, and other assumptions underlying

the value-in-use calculations.
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Notes to the Consolidated Financial Statements

mAEMBRRME
5. FINANCIAL INSTRUMENTS 5. @R THE
(a) Categories of financial instruments: (a) @I AEH:
2011 2010
HK$'000 HK$'000
FTERT FHET
Financial assets CREE
Available-for-sale investments FERE 4,213,673 434,783
Financial assets at fair value through BERERURBAFEZ
profit or loss: CREE:
— Investments held-for-trading “BEEEIRE 514,917 2,422,066
— Designated as at fair value through —HBERBREBRIN
profit or loss RBRAFE 5,226,611 5,185,429
Loans and receivables BRI FRIE
(including time deposits, (BEEBEFR
bank balances and cash) RITEHRERS) 8,535,745 13,427519
Financial liabilities SRAaE
Amortised cost B AR 24,572,469 20,254,581
Financial guarantee liabilities BBEREAE 91 290
(b) Financial risk management objectives and policies (b) SHREAREEBERBE

124

CHINESE ESTATES HOLDINGS LIMITED

The Group's major financial instruments include equity
investments, debt securities, bonds, advances to associates/
investee companies/non-controlling shareholders, borrowings,
debtors and deposits, time deposits and bank balances,
creditors and accruals, and deposits received. 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.

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBEREWE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk

®

Foreign currency risk

The Group is mainly exposed to foreign exchange
risk arising from future commercial transactions, and
from recognised assets and liabilities. The functional
currency of the Company and its major subsidiaries in
Hong Kong is HK$ in which most of the transactions
are denominated. The functional currencies of those
subsidiaries operating in PRC and in the United
Kingdom are Renminbi (“RMB") and Pound Sterling
("GBP") respectively in which most of their transactions
are denominated. The Group is mainly exposed
to foreign exchange risk in respect of exchange
fluctuations of HK$ against RMB, GBP and EURO
("EUR"). The conversion of RMB into other currencies
is subject to the rules and regulations of foreign
exchange control promulgated by the government
of PRC. 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.
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Notes to the Consolidated Financial Statements

mERBERME
5. FINANCIAL INSTRUMENTS (cont'd) 5. @T A @
(b) Financial risk management objectives and policies (Cont'd) (b) SHREBEEBERBE(E)
Market risk (Cont'd) mEEE (&)
() Foreign currency risk (Cont'd) ) srEEE (E)

The Group's exposure to foreign currency risk at the

end of the reporting period is as follows:

REE 2 HMNE R B pd i & B R
ZHREEMT

2011 2010
Assets BE HK$'000 HK$'000
FTHExT FHET
United States dollars ("USD") Em(I%Emx]) 9,513,711 5,732,182
RMB AR 213,602 191,162
GBP e 43,591 504,379
EUR BX T 42,093 363,444
Macau Pataca ("MOP") SRPIHE ([RPIEE]) 1,954 -
2011 2010
Liabilities af& HK$'000 HK$'000
FExT FET
usD ETT 3,275,867 436,270
GBP EEE 524,752 -
EUR BRIt - 231,840
MOP SRPYHE 179 -
Sensitivity analysis BURE DT

The following table details the Group's sensitivity
to a 5% increase and decrease in the HK$ against
the relevant foreign currencies. As HK$ is pegged to
USD and MOP, it is assumed that there would be no
material currency risk exposure between USD/MOP
and HK$ and therefore USD and MOP are excluded

from the analysis below.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBEREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Market risk (Cont'd)

0)

Foreign currency risk (Cont'd)
Sensitivity analysis (Cont'd)

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 end of the reporting period for
a 5% change in foreign currency rates. The sensitivity
analysis includes external loans as well as loans to/
from 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; but
excluding exposure resulting from the translation of
the financial statements of foreign operations into the

Group's presentation currency.

A positive/negative number below indicates an
increase/decrease 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.

Impact of b2
RMB AR
GBP HEE
EUR BT

There would be no material impact to the Group's
other components of equity for the years ended 31st
December, 2011 and 2010.

The net effect of the Group’s sensitivity to foreign
currency risk was attributable to the Group's monetary
assets and liabilities with exposure to foreign currency

risk at the end of the reporting period.

5.

TRt T A @)
b) SREREEEERKE (&)

mEmE ()

0)

SRR ()
BRE DT (&)

RABREEEEASRSEI
W R R ' S0 E REBURE
bk MERLESEREEY
EXRAREAEHRZEHED
Z R - BURE ST BIEARIE
BZINEFEERER AR
& B AR L5002 M TE & &
BHEZAR GREINE
EINBEFRRE T AEEET
BONER, mIET RN EBE
TAREEZENR (EFFEEYR
RERARERAGEUIINZ
B ELTBRERERER
BINEB 2 B RREAEE
2O EEmELNER -

TNZIEH BHERTHEESR
s H A T 2 BB 3 8 58 5008 i
g R B R
VB TT 2 BE R 55500 « ¥35 i
Bz R e RS kAR

Profit or loss

B
2011 2010
HK$'000 HK$'000
FHET FHET
10,680 9,558
(24,058) 25219
2,105 6,580

HAKEBE-F——FR=
T-TF+-A=+—AILF
F2 BARS R R D REX

S
FEo

REBINE R BREE 2 FF
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Notes to the Consolidated Financial Statements

A MBMRME

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

(i)

CHINESE ESTATES HOLDINGS LIMITED

Cash flow interest rate risk

The Group has interest-bearing assets and variable-rate
borrowings including advances to associates, available-
for-sale investments, loans receivable, bank balances
and borrowings and 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 Rates (“HIBOR"), prime rate (“Prime"), The
London Interbank Offered Rates (“LIBOR"), People's
Bank of China base rate or costs of funds of financial

institutions.

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 profit
(loss) before tax (through the impact of floating rates in
advances to associates, available-for-sale investments,

loans receivable, bank balances and borrowings).

Annual Report 2011
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Notes to the Consolidated Financial Statements
BREMBRERME

5. FINANCIAL INSTRUMENTS (contd)
(b) Financial risk management objectives and policies (Cont'd)
Market risk (Cont'd)
(i) Cash flow interest rate risk (Cont'd)
Sensitivity analysis (Cont'd)

If the floating rates had been 50 basis points higher/
lower, with all the other variables held constant, the

Group's:

. profit before tax for the year ended 31st
December, 2011 would decrease/increase
by approximately HK$83,604,000 (2010:
loss before tax would increase/decrease by
approximately HK$45,472,000). This was mainly
attributable to the Group's exposure to interest
rates on its interest-bearing assets and variable-

rate borrowings.

. no material impact to the other components of
equity for the years ended 31st December, 2011
and 2010.

The Group's sensitivity to interest rates has increased
during the current year mainly due to the increase in

variable-rate borrowings.
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Notes to the Consolidated Financial Statements

A MBMRME

5. FINANCIAL INSTRUMENTS (contd)

(b) Financial risk management objectives and policies (Cont'd)
Market risk (Cont'd)
(iii)  Price risk

The Group's investments classified as available-for-sale
investments, investments held-for-trading and financial
assets designated as at fair value through profit or loss
are measured at fair value at the end of each reporting
period and expose the Group to price risk. The
management manages this exposure by maintaining a
portfolio of investments with different risk profiles. In
addition, the Group has appointed a special team to
monitor the price risk and will consider hedging the risk

exposure should the need arise.
Sensitivity analysis

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, the Group's:

. profit before tax for the year ended 31st
December, 2011 would increase/decrease
by approximately HK$287,076,000 (2010:
loss before tax would decrease/increase by
approximately HK$380,375,000). 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.

. other components of equity for the year ended
31st December, 2011 would increase/decrease
by approximately HK$15,240,000 (2010:
HK$20,743,000) as a result of the changes in

fair value of available-for-sale investments.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBEREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Credit risk

The Group's maximum exposure to credit risk in the event of
the counterparties’ failure to perform their obligations as at
31st December, 2011 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's time deposits
are deposited with banks of high credit quality in Hong Kong

and overseas.

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 counterparty.

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 (“Directors”) consider that the

Group's credit risk is significantly reduced.

The Group's concentration of credit risk by geographical

locations is mainly in Hong Kong.
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Notes to the Consolidated Financial Statements

A MBMRME

5.

FINANCIAL INSTRUMENTS (contd)

(b)

CHINESE ESTATES HOLDINGS LIMITED

Financial risk management objectives and policies (Cont'd)

Liquidity risk

The Group's certain investments held-for-trading and bonds
were pledged to the Group's financial institutions to secure
margin and securities facilities granted to the Group in respect
of securities transactions. Under adverse market conditions,
the Group may be called by the financial institutions upon
at short notice to make deposit to repay the margin loans.
If the required deposits are not made within the prescribed
time, the Group's securities may be liquidated by the financial

institutions without the Group's consent.

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

and liabilities.

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

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBEREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Liquidity risk (Cont'd)

Non-derivative financial
liabilities
Borrowings
- Current
- Non-current
Creditors and accruals
Securities trading and
margin payable
Amounts due to associates

Amount due to a non-controlling

shareholder

Financial guarantees liabilities
- Current
- Non-current

Total

Non-derivative financial
liabilities
Borrowings
- Current
- Non-current
Creditors and accruals
Securities trading and
margin payable
Amounts due to associates

Amount due to a non-controlling

shareholder

Financial guarantees liabilities
- Current
— Non-current

Total

FiTEERAE

&
-n#LE
—FREE

EATRRIR R AT 5008

ENEFRSEER
RES

REHENRHIER

RE—RFREER
HR

HHERER
—-REEE
—FREiE

aE

FiTEeRAE

&

-nBLE
—FREE
FEATRRIR R BT 508
ENEFXHEER

RES
REABERERE
RE—RFRBHER

HR
HBERRAR

-REEE

—FEREHEE

aE

Weighted
average
effective
interest rate
mEEH
ECYIES

1.02%
2.65%

Weighted
average
effective
interest rate
MEFH

YIRS

0.70%
1.14%

2.25%

ANN=1 =
5. @RI E
(b) cREAREEBEERBEK (&)
REBELEE (F)
At 31st December, 2011

R-B-—-F+-A=t-H
Total Total
Within Within 2 Over undiscounted carrying
1year  to5 years 5years cash flows amount
AERRE REE
-1 WEEEF BENRE REAHE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEx TR TR
10,376,207 - - 10,376,207 10,006,667
- 13,069,010 270,348 13,339,358 12,684,015
765,027 - - 765,027 765,027
10,996 - - 10,996 10,996
- 183,689 - 183,689 183,689
- 14,430 - 14,430 14,430
350,600 - - 350,600 -
- 811,899 - 811,899 91
11,502,830 14,079,028 270,348 25,852,206 23,664,915

At 31st December, 2010

RZZE-TF+-A=+-H
Total Total
Within Within 2 Over  undiscounted carrying
1 year to 5 years 5 years cash flows amount
ARERBES REE
—#R WEERRF BENE mELE Fok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL THET TR TR
3,925,086 - - 3,925,086 3,727552
- 15259313 - 15,259,313 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
350,600 - - 350,600 290
- 758,735 - 758,735 -
5,068,124 16,238,312 - 21,306,436 19,721,513
“E—FFH  EABEXEE
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Notes to the Consolidated Financial Statements

A MBMRME

5. FINANCIAL INSTRUMENTS (contd)

(c) Fair value estimation

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 at amortised costs in

the consolidated financial statements approximate to their fair

values.

(d) 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).

CHINESE ESTATES HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

REMBEREWE

5. FINANCIAL INSTRUMENTS (contd)

(d) Fair value measurements recognised in the

consolidated statement of financial position (Cont'd)

The following table shows the Group's 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

— Designated as at fair value
through profit or loss

Available-for-sale investments
— Unlisted debt securities
— Unlisted equity securities
(note)

Total

Financial assets
Financial assets at fair value
through profit or loss

— Investments held-for-trading

— Designated as at fair value
through profit or loss

Available-for-sale
— Listed debt securities
— Unlisted debt securities
- Unlisted equity securities
(note)

Total

5. @t T H s
d) REESHERTIBRERZZDFE
& (8)
TRERNANEE AR FED HH FT
Bl A FELSzEMTADNT:
At 31st December, 2011
R-Z-——&+=-A=+-H
Level 1 Level 2 Level 3 Total
E— BZR E=& M
HK$'000 HK$'000 HK$'000 HK$'000
FHERT FEx FEx TR
CREE
BB AR
NFEZEREE
—FEEERE 514,917 - - 514,917
— BT ABBERIARE
NS 5,226,611 - - 5,226,611
HFERE
— LT EBES 184,564 - - 184,564
—JE E TR AREES
(KE3E) - - 120,239 120,239
wm 5,926,092 - 120,239 6,046,331
At 31st December, 2010
R-ZFE-FF+-_A=1—H
Level 1 Level 2 Level 3 Total
F—H B, FE=® B
HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FAT FAET
SREE
RiBEE A
NFEZEREE
—FHEEEBERE 2,422,066 - - 2,422,066
— BT ABBERIA R
NFE 5,185,429 - - 5,185,429
HFERE
- EBES 38,976 - - 38,976
—FLEMEBES 223714 - - 223714
—JEETRAES
(BF&E) - - 152,173 152,173
B 7,870,185 - 152,173 8,022,358
—E——FFR EABXEE
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Notes to the Consolidated Financial Statements

mAEMBRRME
5. FINANCIAL INSTRUMENTS (cont'd) 5. @@ T HE @)
(d) Fair value measurements recognised in the REESHBEMRRERERZATE
consolidated statement of financial position (Cont'd) & (&)
Note: The fair value of unlisted equity investments classified Mzt DEARTERE 2 EHRAE
as available-for-sale investments are measured using FHIREZ N TETIARBRR SR
a discounted cash flow model that includes some ERAFE ZEABRFEETIL
assumptions that are not supportable by observable BEOBETSERIERIHL
market prices or rates (see Note 29 for details). B (FF15 RHTEE29) ©
There were no transfers amongst Level 1, Level 2 and Level 3 NFEFBERNE R B -RRE
in the fair value hierarchy. S i3 1 3
The fair value of financial instruments traded in active RERMBEEZEMIAZRT
markets is based on quoted market prices at the end of each BRI s BAR P2 T {8 o M B
reporting period. A market is regarded as active if quoted RERBEARSM X550 K4
prices are readily and regularly available from an exchange, ERAER MERBREERBES
dealer, broker, industry group, pricing service, or regulatory WE BEXFERBERKESREL
agency, and those prices represent actual and regularly FEEEIT 2SR G - BITI5 AR
occurring market transactions on an arm’s length basis. The RER - AEEMEEMEEMAZ
quoted market price used for financial assets held by the THSREFRBAIZEANEB - WETE
Group is the current bid price. These instruments are included Bt AE -
in Level 1.
The movement during the year in the balances of Level 3 fair FEZWAFEFEESRNFAZEH
value measurements is as follows: U
HK$'000
FAET
Unlisted available-for-sale equity EIMHFERRBHFIRE
securities investment:
At Tst January, 2010 RZE—FTF—H—H 200,186
Net unrealised losses recognised in other RERE A 2 E = R
comprehensive income during the year REREIEFHE (48,013)
At 31st December, 2010 R-ZT-FF+_A=1t—H 152,173
Net unrealised losses recognised in other PG R E At 2 T Y 2 T 2R
comprehensive income during the year REREBFHE (31,934)
At 31st December, 2011 R=ZB——5+=ZA=+—H 120,239
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Notes to the Consolidated Financial Statements
BREMBRERME

5. FINANCIAL INSTRUMENTS (contd) 5. @@ T A @

(d) Fair value measurements recognised in the

consolidated statement of financial position (Cont'd)

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 of the
Company 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 2010.

(d REEMBRRABRBERAZDFE

& (&)

LB FARFEREMEE KRS
ZWE kBB RRBERRSHE
ZERERARE LIRS 73
RERHBI 22D -

(SN e

AEBEBRIERBRK 46T EmEIRE
HEEE MERRAEXABRGREZ
THERER TEARARFAEEZ
BERBELLE 2R NERAKERR
ARBBRRFERERSR WAL MR
MRRER A

ExERtERRASREEAEEZER
Rt BRUTEBARN B BIES
R A MGk A 3 A R B B S AN AR
HE RARFRRFRHER @R - A&
BEERBE_T-TFRHETE-

T -—FFH  EABXEE
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Notes to the Consolidated Financial Statements

A MBMRME

CAPITAL RISK MANAGEMENT (contd)

During the year ended 31st December, 2011, the capital structure
of the Group mainly consists of debts, which include borrowings
from banks and other financial institutions, 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 are 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, 2011 and 2010 were as

follows:

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

Total debt (note i) B BEE (M)

Cash and cash equivalents (note ii)

Net debt B F5E

Net debt [ET oL
Listed equity securities investments and
treasury products (note iii)

Net debt B F5E

(net debt less listed equity securities
investments and treasury products)

Total equity (note iv)

EE—— SRR (M)
BE——FRIB (M)

ReLHSEEEB (M)

LR ABHFRE R

Br & Em (MY &)

(B3 8RR L A

EHRERMEEM)

P At s 4858 (B Eiv)

BNRREE IR (@)

RBE_T——F+ZA=+—HBLLF
AEBEERRETZEREY (BER
REMSRKEZEE) THEKR R
HEHREBRESURKNARES A Z ELR
KEZMEN D RIBECRBEITRA  #ER
REBH EFZERAN 2 KA RE R
AR NIRE ARG EHLREE
HEAREE AEEEREEELEY
B IR = 50% 1% (& 75 )5 58 B R AN 4 2
ZHPIEE ZUERMBEE FHEER
AERBE B L -EEFENREE
BE (MEREMBARRBRERR) BRE &
ReEEBENE-

O O e

R-B——FR-B-BFET-A=+-

Net debt to equity ratio (excluding listed equity &7 F 58 B & AR 25t 2K

securities investments and treasury products)
M EEm)

(TEELTERAEFRE

Net debt to equity ratio (including listed equity & %55 88 B2 I AN &5 b 3¢

securities investments and treasury products)

KA EEmM)
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(BRELTERABESFRE

AzEREHGLERRPT
2011 2010
HK$'000 HK$'000
FET FHET
10,006,667 3,727,552
12,684,015 14,982,958
22,690,682 18,710,510
(5,973,498) (10,876,388)
16,717,184 7,834,122
16,717,184 7,834,122
(5,741,528) (7,607,495)
10,975,656 226,627
36,368,007 34,210,851
46.0% 22.9%
30.2% 0.7%




Notes to the Consolidated Financial Statements

REMBEREWE

CAPITAL RISK MANAGEMENT (contd)

Notes:
(i)  Borrowings are detailed in Note 39.

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

period.

(iiiy  Listed equity securities investments and treasury products are
as detailed in Notes 34 and 35.

(iv) Total equity includes share 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 as a result of acquisitions of the companies
holding an investment property in the United Kingdom together
with a GBP loan; and cash utilised in acquisition of unlisted equity
investment in Grandday Group Limited (“Grandday”) and the non-

controlling interest in Macau project during the year.

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.

CWNERTESE )
B3 -
() EERH 3R -

() RBEHRZBL RIS ZEES
BEERTYR - E AR RTEH
BB -

(i) ERRAFBHFEE R EE R
134 K355 -

(v) RBEMRZBRAEREBEBIER
B R KRR A i R o

FEBERAEENLL R Z AT £
EHRAFEEBHAUNEERENE
RARSEHEEREZZHE AR RIARE
WERHEEEAERAR ([HE]) 2L
MIRARE R —RFIE B 2 JFE R s
SIBEEE M-

RBLEEBME AR =ZR2EMNBR
AIRETMARDA REHEER QA
RRBEBHFERARAREFLPEER
ERZBEMBEMERRNKREZES LB
ERPISESRERMRFMEEIR %
ERGREAMI LAT A RE S R
EEBERZEGEIRE - RAFED
BEEST o

B EXWEEIN ARBREEMHB LR
Bl AN 2 [R5 -

—T-FEFHR  EAEXEE
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Notes to the Consolidated Financial Statements

A MBMRME

REVENUE

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

analysed as follows:

MEBRS WA

Property rental income
Sales of properties held-for-sale

Interest income from loan financing
Brokerage and cosmetic income

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 — (i) property
development and trading; (ii) property leasing for retail; (iii)
property leasing for non-retail; (iv) listed available-for-sale equity
investments; (v) listed investments held-for-trading and treasury
products; (vi) floating rate and fixed rate notes; and (vii) 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.
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HEREHEWE
Losses on sales of investments held-for-trading ~ HEHIEE SR 2 R E K18
BHELE R WA
4840 AR 7% Kb oAk d

HEA

WABBKREEE 2 MERSBA - BE
FIELEME HEREEEZRE RS
SER BERBEFSRA ERAEE &
ERBzXFERNUNNREER 2k
mHEZ AR OWET:

2011 2010
HK$'000 HK$'000

FET FET

1,513,780 1,126,260

189,906 1,658,697

(1,227,648) (148,507)

25,729 4,508

HEWA 26,025 30,054
527,792 2,671,012

=& DA
A5 AR 1 B MR R I SR B
R BN BEMTEEH A

AEERBLEAZHIBE-ODEER
REE (WZEEWEHEE (NHZEMWE
HE WHEEZLTRARE WEHER
Bz tTRERBEER (V)FERER
FE - R(i)E ETRE - REEBRREL
BR#5- Eat 8T TS ERE IR R AE
HRR 2 REBEEEH -



Notes to the Consolidated Financial

REMBEREWE

Statements

OPERATING SEGMENTS (contd)

LU= RNy .
= 482 70 28 (#)

Principal activities are as follows: FEEBESWT:
Property development —  Property development and sales of MEBRKR — DEBRIREEDE
and trading trading properties g5& HE
Property leasing MERE
— Retail —  Property leasing from retail =& - RETEYMEHEE
properties
— Non-retail - Property leasing from non-retail —FZE — REFTEYMEHEE
properties
Listed available-for-sale - Listed equity securities in HEZLEm - REEREZLTR
equity investments available-for-sale investments BARIKE REFRE
Listed investments - Listed securities investments in BFEEEs — REFEECLTH
held-for-trading and investments held-for-trading, FmEE FRE BINZH
treasury products over-the-counter trading and Kot & N AR Em
structured products Em
Floating rate and fixed — Listed and unlisted floating rate FENER  — REEREZLETR
rate notes notes and fixed rate notes in e FLEMFERER
available-for-sale investments E¥i
Unlisted investments, —  Unlisted securities investments, ELEMEE — FLETEHFRE B
investment holding trading and brokerage WEER B RS R
and brokerage N A& 40 B
%

ZRER B A BR BA R 2 RO ESR 2
HEMHEE (ETEBRBEETEFRESER)
REEFERR -TEFRESEERKE
MEZAFESSEREAEELEREA
(WEA) BN D BB WA T ERIT
KA ZESWA B &5 8REZ
WANER

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,
if applicable, respective deferred tax. No intersegment revenue is
accounted for as the intersegment revenue is mainly the rental

income for administrative purpose.
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Notes to the Consolidated Financial Statements
BREMBRERME

8. OPERATING SEGMENTS (contd)

The Group's measurement methods used to determine reported

segment profit or loss remain unchanged from 2010.

The Group's reportable segments are strategic business units that
operate different activities. They are managed separately because
each business units has different markets 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.
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Notes to the Consolidated Financial Statements

FREMB/RME
AR S K -
8. OPERATING SEGMENTS (contd) 8. BENEm
Operating segment information is presented below: EEBEBOBMERZMNNNT
Consolidated Statement of Comprehensive Income FEREWBEREK
For the year ended 3 1st December, 2011 Br—F——F+_A=+—HIFE
Listed
investments Unlisted
. leasi Listed held-for- Floating  investments,
Property roz;yﬂe;smg available-for- trading rate  investment
development _ " = saleequity and treasury and fixed  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerag gments  Consolidated
%82 KIFEEZ FETRE
NERR IHRE  LTRER FR8R REEBRR k-]
RER 28 *EE RE& HEER EEEE BERYK HitH 8 g8

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TR TR TR TR TR TR TR TR

Major cash items excluding BARSZEE

in revenue ReEA
~ Hong Kong -&i - - - - 4671292 11,590 - - 4,688,882
- Other countries ~EfER - - - - 6936215 - - - 6936215
- - - - 11,613,507 11,590 - - 11,625,097
Revenue KA
Revenue from external customers — RESNEEF 2 A
~ Hong Kong & 163,627 894,423 344,593 - (1,071,617 - 14,002 37752 382,780
-~ Mainland China —HE K 26,279 42,973 39,941 - - - - - 109,193
- United Kingdom - - 5274 186,576 - 168 - - - 192,018
~ Other countries -HHER - - - - (156,199) - - - (156,199)
189,906 942,670 571,110 - (1,227,648) - 14,002 37,752 527,792
Revenue from extenal customers R B 1 JHEIE R
after non-controlling interests ZNBEPBA 188346 941,191 568,788 - (1,227,648) - 14,002 37752 522,431
Attributable property sales from [ - YNV4
associates/investees BXRERT
- Hong Kong NEFE-FE 3,231,229 - - - - - - - 3231229
Attributable rental revenue from EEBE AR
associates HEWA
- Hong Kong -EE - 13,185 26,827 - - - - - 40,012
~ Mainland China —HEKE - 80,804 80,075 - - - - - 160,879
3,419,575 1035180 675,690 - (1,227,648) - 14,002 37752 3,954,551
Result EF |
Segment result PEEE
~ Hong Kong &% 75881 842,033 328,873 - (1,199,910) 1,07 113,932 40,112 211,968
~ Mainland China —HEKRE (21,679) 37211 34,061 - - - 4,420 - 54,013
- United Kingdom - - 5255 185,891 - 168 - - - 191,314
~ Other countries —HiER - - - - (7125,013) - - - (7125,013)
54202 884,499 548,825 - (1,924,755) 11,047 118352 40,112 (267,718)
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Notes to the Consolidated Financial Statements

A MBMRME

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income (Cont'd)

For the year ended 3 1st December, 2011

Share of results of associates

- Attributable property sales, net

- Hong Kong

- Attributable gross income
- Hong Kong
- Mainland China

- Attributable operating cost
- Hong Kong
— Mainland China

Non-controlling interests

Other income, net

Gain (loss) on disposal of
investment properties

Finance costs

Share of results of associates
- Income tax and others

Other gains and losses, net

- Gain on disposal of a subsidiary

- Others
Non-controlling interests

Unallocated items
Unallocated other gains and
losses, net
Unallocated corporate
expenses, net
Unallocated finance costs
Income tax expense

L NGES
“EENEHEFR
&k
LN
&%
—hEAR
—[EHEERA
-&%
—hEAR
FERER

EYEONES
HEREME 2 WE
(&#8)

YRR

L NGIES
—FEREER

AtiaREREE
—HE-HREAR

6

—Efh

FERER

KOBER
ROBZEBRER
BRFR
RNBLZAE
R FE
ROBZHTHER
FrEBFx

Unallocated non-controlling interests & 4 2 JE£ k%

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 expense

BbEd (FBETE
*5EER)
TEHALER
~RENEZAVE
2% (EEE
BELAREER
FERER)
—EERERX

Profit for the year attributable to &2 FHEH A

owners of the Company
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R AN =
8. =EIJ )
FERERSERE (F)
RE-F——F+A=+—ALFE
Listed
investments Unlisted
p leasi Listed held-for- Floating investments,
Property rop;;yﬂe;smg available-for- trading rate  investment
lop sale equity ~ and treasury and fixed  holding and All other
and trading Retail Non-retail  investments products rate notes brokerag gments  Consolidated
%82  HFEEZ FLETRE
NERR IHRE  LTRER BER  REERE iz}
RER g8 *EE RE& HEER EERE BERK 2t 8 g8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T TR TR TR TR TR TR TR
838,718 - - - - - - - 838,718
- 13,185 26,827 - - - - 3,128 43,140
- 80,804 80,075 - - - - - 160,879
- (4,141) (6,832) - - - - - (10,973)
- (44,475) (13,686) - - - - - (58,161)
(1,349) (1,154) (2,129) - - (5,442) - - (10,074)
891,571 928,718 633,080 - (1,924,755) 5,605 118,352 43,240 695,811
10,514 - - - - - - - 10,514
- 2,397 (452) - - - - - 1,945
- (3,116)  (110,247) - (46,103) - - - (159,466)
(12,810) (28,424) (42,843) - - - - (1,342) (85,419)
- - 66,825 - - - - - 66,825
(2,312) - (3,000) - - - - - (5,312)
- (708) 156 - - - - - (552)
886,963 898,867 543,519 - (1,970,858) 5,605 118,352 41,898 524,346
16,752
(57,752)
(171,263)
(92,510)
(5,071)
214,502
3,306,950
(23,636)

3,497,816



Notes to the Consolidated Financial Statements

GAMBERRME
PO aN < .
8. OPERATING SEGMENTS (contd) 8. =77 R (&)
Consolidated Statement of Financial Position FEMBERRERE
At 31st December, 2011 R-ZF——F+=—H=+—H
Listed
investments Unlisted
. leasi Listed held-for- Floating  investments,
Property rop%t?;yﬂe;smg available-for- trading rate  investment
development _ " = saleequity and treasury and fixed  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerag gments  Consolidated
#Ez  BFEEZ FLHRE:
NERR EHRA  LHRER FER  REERR liitc)
REE 2E ¥3E RE HEER EEEE BREY Hit2 8 ge&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FBR FHBT FHET FHET TR FHET FHEL FHET
Assets &E
Segment assets PREE
- Hong Kong -B# 1,869,331 23,765,719 7,187,653 - 515,415 187,089 367,235 47,889 33,940,331
- Mainland China and Macau —HRERELEN 13,330,190 1,375,467 191,504 - - - - 4,432 14,901,593
- United Kingdom -% - 103,125 3,653,878 - - - - - 3,757,003
~ Other countries —EER - - - - 5426,082 - - - 50426,082
Interests in associates - UNGL: 3
- Hong Kong -Ak 462,934 49,431 728,247 - - - 2,378 3,098 1,246,088
~ Mainland China — B R 123,664 81,542 242,450 - - - - - 447656
Advances to associates BB ERRFE
- Hong Kong -&% 6,340 - 11,390 - - - - 1421 19,157
- Mainland China — A 962,083 78,621 558,781 - - - - - 1,599,485
Reportable segment assets E2RAERE 16,754,542 25,453,905 12,573,903 - 5,941,497 187,089 369,613 56,846 61,337,395
Unallocated corporate assets RPBIZAREE 174,202
Consolidated total assets DABERS 61,511,597
Liabilities 8%
Segment liabilties HRAR
- Hong Kong -B# 129,441 440,997 143,363 - 3,300,691 150 13,840 75,301 4,103,783
- Mainland China and Macau — R EE REF 831,517 18,984 15,594 - - - - 1 866,09
~ United Kingdom ~%E - 88,151 3,173,826 - - - - - 3261971
- Other countries —EER - 2 - - 116 - - - 118
Reportable segment liabilities 2HNEAaR 960,958 548,134 3,332,783 - 3,300,807 150 13,840 75,302 8,231,974
Unallocated corporate liabilities APBEZARBE 16,911,616
Consolidated total liabilities GARELR 25,143,590

Additions to non-current assets FEZHfBEE
(other than financial instruments (£BIER
and deferred tax assets) EEBEEERIN) 1680285 110,804 3,423,835 - - - - 1,505
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REMBRRME
8. OPERATING SEGMENTS (contd) 8. EENH
Other Material Items HihEKRER
For the year ended 3 1st December, 2011 Br—F——F+_A=+—HIFZE
Consolidated
Reportable  Adjustments  Adjustments  statement of
segments for for major comprehensive
total unallocated non-cash items  income total
B Ao# TEFRS FERE
PEEH ZAE BAZHAE WEBRREE
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR THER
Interest income FE YA 779,809 - - 779,809
Finance costs HKER (159,466) (171,263) - (330,729)
Net income (expenses) WA (F%)F48 620,343 (171,263) - 449,080
Depreciation e - (17,225) - (17,225)
Fair value changes on investment properties 1% & %1% 2 A FE# - - 2,959,593 2,959,593
Share of results of associates 2 NS e 888,184 - 353,548 1,241,732
Income tax expenses FEHAX - (92,510) (23,636) (116,146)
Non-controlling interests R ER (10,626) (5,071) (6,191) (21,888)
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BREMBRERME

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income o
For the year ended 3 1st December, 2010

Listed
investments Unlisted
propery leasing Listed held-for- Floating  investments,
Property hERg available-for- trading rate investment
development sale equity  and treasury andfixed  holding and All other
and trading Retail Non-retail  investments products rate notes brokerage segments  Consolidated
#Ez  BIFEEZ FLETRE
NEER tHRE  EARER BER  REERR fiE
REE TE *TE RE HEER ERERE BRRB HibHE &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tix FiEn Fitn T Tix FiEn FHL T Tix
Major cash items excluding BARSZEE
in revenue REER
- Hong Kong -& - - - - 4313612 - - - 4313612
— Other countries -1k - - - - 3596584 - - - 3,596,584
- - - - 7910,196 - - - 7910,196
Revenue KA
Revenue fom external customers — RE NSRS 2 A
- Hong Kong -&% 608,305 719,223 327,699 - (212517) - 17944 16618 1477272
-~ Mainland China —ERE 1,050,392 41,969 37369 - - - - - 1,129730
- Other countries —EHER - - - - 64,010 - - - 64,010
1658697 761,092 365068 ~ (148,507) - 17944 16618 2,671,012
Revenue from external customers 7R B Bk EFERRIE 26 %
ater non-controlling interests ZNBERPIMA 1629033 75989 362918 - (148,507) - 17944 16618 2637902
Attributable property sales from ElREBE AR,/
associates/investee BXREDNF
~ Hong Kong NEHE-FE 35,068 - - - - - - - 35,068
Attributable rental revenue from BT
associates HEHA
~ Hong Kong ~Eh - 3244 2073 - - - - - 25517
— Mainland China —hEKE - 71,286 49,614 - - - - - 120,900
1,664,101 834,426 434,805 - (148,507) - 17,944 16,618 2,819,387
Result ES
Segment result PREE
- Hong Kong -&% 207,290 680,795 315,867 138,122 (249,772) 741 106,538 36,727 1242978
~ Mainland China —RE AR 211,568 36298 32,638 - - - 4,046 - 284550
~ Other countries —EHER - - - - 727849 - - - 727849
418,858 717093 348,505 138,122 478,077 741 110,584 36,727 2,255,377
SEFEH EABREE
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BREMBRERME

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income (Cont'd) FEEZERE®RE (HE)
For the year ended 3 1st December, 2010 B2 —_F—FTFf _A=+—HIFE
Listed
investments Unlisted
Propery easing Listed held-for- Floating  investments,
Property nEnE available-for- trading rate investment
development sale equity  and treasury andfied  holding and All other
and trading Retail Non-retall  investments products rate notes brokerage segments  Consolidated
BEZ  RFEEZ FLTRE
NEER LARA  ERRER EER REBRR fiE
REE TE *TE RE HEER ERRE IR Hivp ors)

HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TR TR TR FHL TR TR TR TFRL TR

Share of results of associates
- Attributable property sales, net
- Hong Kong
- Attributable gross income
- Hong Kong
- Mainland China
- Attributable operating cost
- Hong Kong
- Mainland China
Non-controlling interests

Other income, net
Loss on disposal of investment
property
Finance income
Share of reslts of associates
- Income tax and others
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

NS
—“EENEREFE
&R
—EERALER
&R
—hERE
-RIEEERA
BB
—EAE
SFEBES

EtRAFE
HERENEZBR

B
BEBEARRE
-FRRRAML
Bt bR BRI
—HBYRE-R
MEAR S
-BHNE-R
MERRZ
ATEER
-HELHNE
DA KE

RABER
ANz RER
ERFR
U PN
x5
RNEZHBER
R

Unallocated non-controlling interests & 4 2 J2 [ 5

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

BER (FEEEE

FREEA)
TEFRERA
~RENEZATE
B (RERE
BERREER
FRERES)
-EERRHD

Loss for the year attributable to A2 R %5 A E{E

owners of the Company

CHINESE ESTATES HOLDINGS LIMITED

KEERR

12,536

(22,501)

3,244
71,286

(1614)
(40,255)
(965)

22273
49614

(6575)
(14,097)
(1,918)

- 12,536

1,994 27511
- 120900

- (8,189)
- (54352)
(28,619)

408,893

503

(20,669)

748,789

(38,323)

13,000

(7253)

13477

397802

©

(27,298)

478,077

58,595

38721 2,325,164

- 603

- @
- 58595

(1,158)  (87448)

13,000

(7253)

- 13477

388,727

729,690

370,500

536,672

37563 2,316,134
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643
(147789)
(127081)

(151,682)
509

1,890,734

(10,780,059)
31,080

(8,858,245
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8. OPERATING SEGMENTS (contd)

ZEMBRABER
R-ZFE—ZFF+-H=+—H

Consolidated Statement of Financial Position
At 31st December, 2010

Listed
investments Unlisted
) Listed held-for- Floating  investments,
Property Property leasing available-for- trading rate  investment
development ESEEY sale equity  and treasury andfixed  holding and All other
and trading Retail Non-retail  investments products rate notes brokerage segments  Consolidated
#Ez  HBIFEEZ FLETRE
NEER tHRE  EARER BER  REERR fiE
LE® TE FTE BE HEER EREE BREE Hivp 8 &
HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$ 000
FHT FHT T T FHT T FiEn T FHT
Assets BE
Segment assets PREE
~ Hong Kong —-&k 2129367 22,583,662 95556780 - 2151873 280456 453300 269,549 37424987
- Mainland China and Macau —HREIABREM 7806833 1032898 334947 - - - - 4960 9,179,638
- Other countries ~HEpBAR - - 5,502 - 5,664,159 - - - 5669661
Interests in associates BANAEE
- Hong Kong -& 93,861 63 696,170 - - - 186 2,176 792,456
-~ Mainland China —HERE 73421 171,710 6,469 - - - - - 251,600
Advances to associates ABERANE
— Hong Kong ~Eh 1,678 - 294 - - - 2 1405 26,026
- Mainland China —REARE 954,231 79,181 504,249 - - - - - 1537661
Reportable segment assets A2HPEEE 11,059,391 23,867514 11,127,058 - 7816032 280,456 453,488 278,090 54,882,029
Unallocated corporate assets APBZRAREBE 174,331
Consolidated total assets GAEERS 55,056,360
Liabilities &
Segment liabilties AEAE
- Hong Kong -&% 106,975 554,309 127771 - 2,682,141 150 74,480 20,738 3,566,564
- Mainland China and Macau -~ PEABRER 459294 18,494 13,129 - - - - 1 490918
- Other countries -HEX - - 13 - - - - - 13
Reportable segment liabilities AE2RNEEE 566,269 572,803 140,913 - 2,682,141 150 74,480 20739 4057495
Unallocated corporate liabilties APBZARBE 16,788,014
Consolidated total liabilities DABREES 20,845,509
Additions to non-current assets FEZEEHEE
(other than financial instruments (SBI AR
and deferred tax assets) BEBEEERM) 642952 486334 643415 - - - - 173

T -—FFH  EABXEE
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8. OPERATING SEGMENTS (contd) 8. EENH
Other Material Items HihEKRER
For the year ended 3 1st December, 2010 Br—F—FF+_A=+—HIFEZE
Consolidated
Reportable Adjustments Adjustments statemnent of
segments for for major  comprehensive
total unallocated  non-cash items income total
PR ADE FE2EER FA2E
NEBE ZHE EAZHE WaBERes
HK$'000 HK$'000 HK$'000 HK$'000
T FHEx T TiEx
Interest income FLE YA 475,515 - - 475,515
Finance income (costs) KA (ER) 58,595 (127,081) - (68,486)
Net income (expenses) WA (F%)F48 534,110 (127,081) - 407029
Depreciation e - (20,049) - (20,049)
Fair value changes on investment properties 1% & %1% 2 A FEEE - - (10,831,293)  (10,831,293)
Share of results of associates BEBMENAER 10,958 - 45,622 56,580
Income tax (expense) credit FisH (Fx) & - (151,682) 31,080 (120,602)
Non-controlling interests R ER (28,619) 509 5612 (22,498)
OTHER INCOME 9. HMWA
2011 2010
HK$'000 HK$'000
FTET FAT
Included in other income are: HEaWABLE:
Building management fee income BFEEBERA 138,700 96,092
Building management fee expenses BFERBMY (128,676) (67,566)
10,024 28,526
Forfeiture of deposits received RUHEME RS
on sales of properties 252 503
Arrangement fee income THBE WA 194,966 66,116
Management and maintenance EIRRRERBRA
service income 7,919 8,641
Exchange gain, net bE 5 M =% 58 6,826 -




Notes to the Consolidated Financial Statements

REMBEREWE

10. INVESTMENT (EXPENSES) INCOME, NET

Financial assets at fair value through
profit or loss classified
as held-for-trading:
Unrealised loss arising on change
in fair value of investments
held-for-trading

Financial assets designated as
at fair value through profit or loss:
Unrealised (loss) gain arising on
change in fair value of
bonds
Realised loss arising on
change in fair value of bonds

Net (loss) gain arising on change
in fair value of financial assets
designated as at fair value
through profit or loss

Financial liabilities at fair value through

profit or loss classified

as held-for-trading:

Realised gain arising on change
in fair value of derivative
financial instruments

Transfer from equity on disposals of
available-for-sale investments:
Listed equity securities
Unlisted debt securities

Other investment income

Dividend income on:
Listed investments
— available-for-sale investments
— other listed investments
Unlisted investments

Interest income

Imputed interest income on:
Advances to associates
Advance to a non-controlling

shareholder

BB DA BR A EW D8
REFEEZEREE:

HIEEEREZ ATES
MEE 2 R RRAA

55 513 1 25 A R
AFEZERAE:
A%z ATEEDT

B2 KRBT (BE)
e

RS2 AFEE BT
B2 ERREE

0 BB B U R
ATEZSRAER
AT EEBHEL?
(B18) Wzt FE

BB AR A FER
DERFEEEZ
TRBE:
ATEERTAZ

RFEEHMELZ
2R

HEFERER
P A A
LR AR 5
FLETEBES

HRERA

B BHARE -
EmgE
—FERE
—Hp EHEE
FLETHRE

ME WA
FENBWAKE :

BB S N R RIR

BN — R IR R OR

10. & () WAFRR

2011 2010
HK$'000 HK$'000
FERT FHET
(138,768) (59,130)
(1,229,503) 249,343
(20,978) (27,279)
(1,250,481) 222,064
= 3,238
- 106,685
(34) -
- 3,583
- 31,437
12,709 51,524
45,356 33,720
753,495 470,171
14,080 14,271
328 328
(563,315) 877,891
—FFFH EABREE
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10.

12.

CHINESE ESTATES HOLDINGS LIMITED

INVESTMENT (EXPENSES) INCOME, NET
(Cont'd)

Included in interest income are interests from bonds, listed
floating rate notes and unlisted floating rate and fixed rate
notes of approximately HK$679,433,000, HK$1,175,000 and
HK$7,641,000 respectively (year ended 31st December, 2010:
bonds HK$406,326,000, listed floating rate notes HK$1,225,000
and unlisted floating rate and fixed rate notes HK$8,206,000
and interest expenses on derivative financial instruments
HK$1,021,000).

. OTHER EXPENSES

Included in other expenses are: Hh A o
Amortisation of intangible assets B EE#H
Expenses for specific transactions FREXSHAX

Transaction costs in relation

to acquisition of subsidiaries

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 (“Tuen Mun Centre”) at a
consideration of HK$80,000,000. The consideration was satisfied
by the purchaser in cash and the disposal was 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.

Annual Report 2011

10.

12.

& (AX) WAFRE @m

MEBAZFBREES LWMEEE
BELmMFEREEZRZAES R
#1679,433,0007% 7T * 1,175,000/ 7T &
7641,0008 T (BHZE=-F—ZTF+-A
=+—H1EFE : £%406,326,000% 7T *
FTE B ER1,2250008 L MIELETFE
K E B ZEHE8,206,0008 T RITE SR T A
F B F&1,021,00087T) ©

CEMAX

BEWBEZHENBRRZ

2011 2010
HK$'000 HK$'000
FET FHETT
2,860 2,860
3,021 6,916
13,381 -

JIRFELHEZEE

RZE—ZTFNA=B BAERERAD
AI(ARRIzHE2EBRBWE QR &
BUYFE=FANEERE URELNE
80,000,000/ 7T i & Az I #T 7 FHPTHR O
2B WME ([HEPIPL]) ZEEZTK
AA-—ZT——F _A+tHERIWNUES
ERERR  RIBEF BN RS ERES
P EREZERDEERBKILE
Xl AEREMER_ZT—ZTF+_A
=+ —AZREMBIRAREK ARFED
E2EE-
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13. PROFIT (LOSS) FOR THE YEAR

Profit (loss) for the year has been arrived

at after (charging) crediting:

Total staff costs:
Staff costs, including Directors’ emoluments
Retirement benefits scheme contributions,
net of forfeited contributions of HK$483,000
(2010: HK$397,000)

Auditors' remuneration

Exchange loss, net

Depreciation

Cost of trading properties recognised
Cost of cosmetic products recognised
Share of tax of associates

(included in share of results of associates)

Gross proceeds on sale of investments
held-for-trading

Carrying amount on investments
held-for-trading disposed

Transaction cost on investments

held-for-trading disposed

Net loss on sale of investments

held-for-trading included in revenue

Gross rental income from
investment properties
Less: Direct operating expenses from
investment properties that generated
rental income during the year
Direct operating expenses from
investment properties that did not

generate rental income during the year

13. KFEEmA (EE)

REZEN (BR)
(R FFA

(SN FNCE R

BREKA (BIEEEHE)
RKEFIFT S B

B ﬁ%uﬁzf t $1483,0007% 7T
(ZZT—ZTF :39700087T)

ZEE 2

BE 3B 1R R

e
BEMERAER

{b e dm B AR e 7R

BARE 2 DR IR
(Bt ABHEBZ A
ES))

HEREEEREZME
IR
HEREEEREZEREE

HEREEEREZ
R HA

FARARNZFIHIEESR
BB ZBEFERE

REMEHESWALR

B AFEELES
WAZREME
HEREMAX

AERFHEELHES
WAZIRE D
HEREERX

2011 2010
HK$'000 HK$'000
FERT FET
(167,982) (144,691)
(7,694) (6,449)
(175,676) (151,140)
(3,297) (3,079)
- (6,437)
(17,225) (20,049)
(137,148) (1,128,564)
(3.735) (4,564)
(191,950) 1,090
4,956,707 7910,196
(6,176,736) (8,044,191)
(7,619) (14,512)
(1,227,648) (148,507)
1,513,780 1,126,260
(74,351) (60,309)
(6,105) (353)
1,433,324 1,065,598
—FFFH EABREE
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14. FINANCE COSTS

Interest on:

Bank loans wholly repayable
within five years

Bank loans wholly repayable
over five years

Other loans wholly repayable
within five years

Amount due to a non-controlling

shareholder

Imputed interest on:
Amounts due to associates
Amount due to a non-controlling

shareholder

Total interest
Exchange loss (gain) on translation
of foreign currency loans

Other finance costs

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

properties under development

14. I & H

2011 2010
HK$'000 HK$'000
FExT FHET
F B
HARAFRNEEEEZ
IRITER 309,699 146,902
HARAFBREEEEZ
IRITER - 1,302
HARAFRNEEEEZ
HiER 26,181 5,497
KB — BRI EFIE
- 1,849
335,880 155,550
HENE
G WNEI P/ 1,994 465
KA — BRI EFIE
5,444 2,894
7,438 3,359
M EBER 343,318 158,909
SNBSS TREE B8 (dRas)
7,922 (64,092)
HE s E A 44,399 16,798
395,639 111,615
B BRERPMESE
BRI ZFE (62,832) (39,782)
BrRERPEEME
AR ZF B (2,078) (3,347)
330,729 68,486

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011
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15. OTHER GAINS AND LOSSES, NET

Includ

net

Reversal of contingency provision (note i)

Gain on disposal of subsidiaries (note ii)

Write-down of stock of properties

Gain on bargain purchase of a subsidiary
(note iii)

Fair value loss on step acquisition of
a subsidiary

Impairment loss reversed in respect of

advance to an associate

Notes:

0)

(i)

(iif)

ed in other gains and losses,

are:

CiE=aip)
MEFERE

Yegs (B aEiii)

RNFEERE

Reversal of the provision for construction cost of the Group's
liability on contingency claims by a third party to whom a
property under development project previously disposed of
(Note 40).

Gain on disposal of a subsidiary for the year ended 31st
December, 2011 arose from a connected transaction in relation
to the disposal of an investment property located at No. 3 Deep
Water Bay Road, Hong Kong to a company (Note 44(b)(i)) (year
ended 31st December, 2010: disposals of subsidiaries in relation
to the disposal of three investment properties including various
shops at Excelsior Plaza, Laforet and Southorn Centre to those
companies (Note 44(b)(ii))) wholly-owned by a Director and a
substantial shareholder of the Company.

Gain on bargain purchase of a subsidiary arose from acquisition
of remaining 50% interest in an associate (Note 44(a)(ii)).

B — B E D
O 2R EEE

15. B b Yak N B 18 % 58

Hiplas R ERFREaRE:

Dl s AFIREME (PFED)

HEZ R B AR 2 WS

HEMBE-—HMBLEZ

EXWBE-—HMBREZ

BIFRIA

2011 2010
HK$'000 HK$'000
FERT FET
16,054 -
66,825 13,477
(2,312) -
— 13,000

- (7,253)
- 653

GEE

)

(i)

(iif)

BROASER - EFE=FURNELY
BHRPYEBERERNAZEIARE
BEAEZ AR (FHEE40)

HE-_T——F+_RA=+—HIF
B HE—MNBARZWEIIN—E
BEXHH HE R BERKER
SRR ENMETHARA—NUES
REERF2ERB 2 —BERE (M
Z44b)()) (BEZZ—ZF+=A
=T —HIEFE HERE=EREY
X aRES 2 EE R Alaforet (&
ERLZTERHCEZHEANBART
BAARR—NESEREIERREEHR
B ZERAE (HiE440b) () ) e

HEWE —MWB AR 2T AWK
B — B N E8 T 2500 (K
44(a)(ii) ) °

—T-FEFHR  EAEXEE
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16. DIRECTORS" EMOLUMENTS 16.

Fees and other emoluments paid or payable to each of the six
(2010: six) Directors for the years ended 31st December, 2011 and

2010 were as follows:

U
KBE-E——FR-F—FF+]
St-ALFEENABNTARES
SE-FE AR AN RE MM
SmT

2011 2010
Salaries Salaries
and other and other
Fee emoluments Total Fee  emoluments Total
75954 ek
e Hite et ik Hiii & Eot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THEx THET TiEx Tix
Mr. Joseph Lau, Luen-hung B|g gt - 18,000 18,000 - 18,000 18,000
Mr. Lau, Ming-wai AREEE 240 - 240 240 - 240
Ms. Amy Lau, Yuk-wai AEBLL 240 - 240 240 - 240
Mr. Chan, Kwok-wai BREIE £ 4 240 - 240 240 - 240
Ms. Phillis Loh, Lai-ping BEWRL 240 - 240 240 - 240
Mr. Ma, Tsz-chun BRELE 240 - 240 240 - 240
1,200 18,000 19,200 1,200 18,000 19,200

No Directors waived any emoluments for the years ended 31st
December, 2011 and 2010.

17. EMPLOYEES" EMOLUMENTS 17.

Of the five individuals with the highest emoluments in the Group,
one (2010: one) was Director whose emoluments were included
in Note 16. The emoluments of the remaining four (2010: four)
individuals for the years ended 31st December, 2011 and 2010

were as follows:

Salaries and other benefits HeREMBEF

Retirement benefit scheme contributions RIRTEFIFT B4 5K

156 CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

EEMEREE_T——F KT FF
T = A=+ B L FZ A HE WEE A B

AN
vl

e B B

AEBREGERFMALTH —F(ZF
—ZEF:—R)REF BIZHFHERNK
HFIRE-BHE - T——FN_T—TF
TZA=t+-HILFEEHNE(ZZT—
TEHZ)EAMALZEES T

2011 2010
HK$'000 HK$'000
FTERT T
8,713 7,188
498 442
9,211 7,630
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17.

EMPLOYEES' EMOLUMENTS (Contd) 17.

Their emoluments were within the following bands:

Number of employees

EEAH
2011 2010
Nil — HK$ 1,500,000 Z — 1,500,000/ 7T - -
HK$ 1,500,001 — HK$2,000,000 1,500,001 7¢ — 2,000,000 7T,
HK$2,000,001 — HK$2,500,000 2,000,001 7T — 2,500,000 7T 2
HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000 7T, 1 -

During the years ended 31st December, 2011 and 2010, 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.

Hong Kong Profits Tax is calculated at 16.5% (2010: 16.5%) on
the estimated assessable profits for the year. Taxation arising in
other jurisdictions is calculated at the rates prevailing in the relevant

jurisdictions.

REBEEZZT——FR_ZT—ZTF+=A
—t—BLEFERN AEBBEARS M
AN B2 (B 5l A0 AR B [ B SV A B B 1
EmMRZLEdEa WA LTHEETZMNE
] B <& o

. INCOME TAX EXPENSE 18. FTS A X
2011 2010
HK$'000 HK$'000
FTET FHET
The charge comprises: X BE:
Current tax: BRI
Hong Kong Profits Tax BEENEH 65,286 77,035
Other than Hong Kong EHENIMND R 9,669 54,844
74,955 131,879
(Overprovision) underprovision BEFE (BERE)
in prior years: BHTRE:
Hong Kong Profits Tax BEENEH (67,344) 6,999
Other than Hong Kong EB UM R 31 -
(67,313) 6,999
Deferred tax: BRI I :
Current year charge (credit) REEREZ (D) 108,504 (18,276)
116,146 120,602

BEBFERIBIEAREE 2 (hET ERB
MIZTH E1650% ( —EF —ZF 4 :16.5%) &t
BoHMr A EREELEZHIBNIEEEA
EREEZBITHRENE -

—T-FEFHR  EAEXEE
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The income tax charge for the year can be reconciled to the profit

(loss) before tax per the consolidated statement of comprehensive

income as follows:

Profit (loss) before tax

Tax at the Hong Kong Profits
Tax rate of 16.5% (2010: 16.5%)

Tax effect of share of results of
associates

Tax effect of income not
taxable for tax purposes

Tax effect of expenses not
deductible for tax purposes

Tax effect on accelerated
accounting depreciation over
tax depreciation not provided
in prior years

Utilisation of tax losses previously
not recognised

Tax effect of tax losses
not recognised

(Overprovision) underprovision in
respect of prior years

Effect of different tax rates of
subsidiaries operating in other
jurisdictions

Tax charge for the year

CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

REMBRRME

18. INCOME TAX EXPENSE (contd)

BRBLATE R (B51R)

BEBNEHHE16.5%
(ZZ—ZF:165%)
HEZRE

BIEBMEAREREY
BB E

P E BARS
WAZRETE

PR S AR
s 2 RIS &

BEFEABHEZ
MREFTMERR
BBEHELRMBTE

ERERARERLZ
HBER
AERZRBERZ
MBFE

BEFE (BERE)
BiETR

HEMAEEREE
MEBARERZ
TRABEZZE

RERHRBEX
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18. FTiSTHF XX ()

NEF 2z FBEHMTHEGE2mREREK
ZBE AR (EE) HERMT

2011 2010

HK$'000 % HK$'000 %
TET FET

3,635,850 (8,715,145)

599,915 165  (1,437999) 16.5
(204,886) (5.6) (9,336) 0.1
(749,792) (20.6) (173,919) 20
308,159 8.5 1,789,389 (20.5)
(23,625) (0.7) (98,168) 11
(46,579) (1.3) (39,312) 05
270,894 15 73,808 (0.9)
(67,313) (1.9) 6,999 ©.1)
29,373 0.8 9,140 ©.1)
116,146 32 120,602 (1.4)
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19. DIVIDENDS

(a)  Final dividend for 2010 paid
on 8th June, 2011 of HK1 cent
(2009: HK1 cent) per share

(b) Interim dividend for 2011 paid
on 14th September, 2011 of
HK1 cent (2010: nil) per share

() No special dividend for 2011
(2010: HK40 cents per share)

Total dividends paid

]9 HX 7N
2011 2010
HK$'000 HK$'000
FET FET
@ m=ZZT—%F
NANBBIRRZ
—E-TFRH
% 8. tﬂxl;%fm
(ZZEZNEF:
FREAEA) 19,076 19,500
b) R-F——%
HA+THBERIRNZ
—E——FFH
i B &R B
(ZE—ZTF: &) 19,076 -
(00 —E——FEFHKRE
(ZZ2—FF:
FRX40E1L) - 763,048
BIR R B 4858 38,152 782,548

Final dividend of HK1 cent (2010: HK1 cent) per ordinary share has
been proposed by the Board of Directors and is subject to approval
by the shareholders in the forthcoming annual general meeting.

20. EARNINGS (LOSS) PER SHARE

20.

The calculation of the basic and diluted earnings (loss) per share
attributable to owners of the Company is based on the following

data:

Earnings (loss):

Earnings (loss) for the purposes of

basic and diluted earnings (loss) per share

Profit (loss) for the year attributable
to owners of the Company

Number of shares:

Weighted average number of
ordinary shares for the purposes of

basic and diluted earnings (loss) per share

A (ER) :

EZgER RN RMRESREBRE
(== 18) BHFRRNERE
REBEFRE L4

Fhar (EE)

ARBEBANBIEZEREAREERN
(18 IRBA T BB E

SRESERERNREER T

(B8 287 (BHE)

AREHEAANEIEZ
REREN (BR)

DR :

2011 2010

HK$'000 HK$'000

FET FHET
3,497,816 (8,858,245)

Number of shares

SRESRERREER T

(B518) 2 BRI 0
FHH

Diluted earnings (loss) per share for the years ended 31st

December, 2011 and 2010 were the same as the basic earnings

(loss) per share as there were no diluting events during both years.

R4 B
2011 2010
1,907,619,079 1,925,225,796

BE_Z——Ffk-_Z-ZF+-A
=t—HEFE AREEEEER B L
AMFE 2 BREERT (BE) BEeRE
AEF (EE)HE -

—T-FEFHR  EAEXEE
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21. INVESTMENT PROPERTIES

At st January, 2010
Acquisition of a subsidiary
(Note 44(a)(ii))
Additions
Transfer to asset classified
as held for sale (Note 12)
Construction costs incurred
Transfer to properties and
other fixed assets (Note 22)
Transfer to completed properties
Exchange adjustments
Decrease in fair value recognised
in the consolidated statement of
comprehensive income
Disposal of subsidiaries
(Note 44(b)(ii))
Disposals

At 31st December, 2010

Acquisition of subsidiaries
(Note 44(a)(i))

Additions

Construction costs incurred

Exchange adjustments

Increase in fair value recognised
in the consolidated statement of
comprehensive income

Disposal of a subsidiary
(Note 44(b)(i))

Disposals

Carrying amounts
At 31st December, 2011

CHINESE ESTATES HOLDINGS LIMITED

21. BEM=
Fair value Cost
AYE A
Properties Properties
Completed under under
properties  construction  construction Total
ERNE EEHyE EEpyE “am
HK$'000 HK$'000 HK$'000 HK$'000
THET TET FET FHET
RZE-ZF—-A—-H 31,224,690 8,082,000 1,401,792 40,708,482
e sl NG
(HisEa4(a)(i)) 47000 - - 47000
RE 155,497 - - 155,497
BREIRFELECEE
(Bzx12) (80,000) - - (80,000)
BEEZBRERK - 399,513 353,853 753,366
ERENEREBETEE
(BzE22) (114,400) - - (114,400)
BREERNE 8,069,262 (8,069,262) - -
X AR - - 59,302 59,302
A2 ERGRERER L
ATERD
(10,686,042) (145,251) - (10,831,293)
HELRME AR
(Hi5E44(b)(i)) (3,277000) - - (3,277,000)
& (1,930) - - (1,930)
RZE-ZEE+-A=+—H 25,337,077 267000 1,814,947 27419,024
W% RE LA
(F5544G)()) 3,362,492 - - 3,362,492
RE 962,415 - - 962,415
BEEZBRERK - 26,761 551,818 578,579
EHAE (10,719) - 83,827 73,108
REA2AREREER
ATEEM
2,955,354 4239 - 2,959,593
HE— R AT
(HEE44(b)(i)) (860,000) - - (860,000)
HE (10,682) - - (10,682)
BEE
R-B-—-%+ZA=+-H 31,735,937 298,000 2,450,592 34,484,529
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Notes to the Consolidated Financial Statements

REMBEREWE

1. INVESTMENT PROPERTIES (contd)

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.

Property valuations as at 31st December, 2011 and 2010 were
carried out by B.I. Appraisals Limited (“B.I. Appraisals”), independent
qualified professional valuers, in respect of the Group's investment
properties in Hong Kong and the Mainland China. For the
investment property in the United Kingdom which was acquired
by the Group in January 2011, the valuation as at 31st December,
2011 was carried out by Peak Vision Appraisals Limited (“Peak
Vision Appraisals”), another independent qualified professional
valuers. Both valuers have recent relevant experience in the

valuation of similar properties in the relevant locations.

The valuation reports for the investment properties as at 31st
December, 2011 are signed by the respective director of B.I
Appraisals and Peak Vision Appraisals, who are members of The
Hong Kong Institute of Surveyors and The Royal Institution of
Chartered Surveyors. The valuations were performed in accordance
with “The Hong Kong Institute of Surveyors Valuation Standards
on Properties (1st Edition 2005)" published by The Hong Kong
Institute of Surveyors and the “Royal Institute of Chartered
Surveyors Valuation Standards (7th Edition 2011)" published by the

Royal Institute of Chartered Surveyors.

21.

"EYE @

BREBELEBOBAEARBESRENEE
ZARKERAMFEERTIRAAFEER
FECUDBERARIEREME -

BUAERIEEMEMRAERFHAR
A (MRBERFEDERANEER =
—— R _F-TF+_A=1+—Hf
REBERFEREZREMELETOEM
B-ZREAEER_Z——F—FAEA
MNREBEzEREME REER=F——
Ft_A=+T-"HHE—"BIYAEREXE
BEMREFEERAR (DREFE])#E
1714 8 - ML (B A0 D B 75 B FF (4 A8 R it
HMABMEZER-

D)

A

R-Z——F+-_A=+—R0 "EYPE
ZAEERE B RABR TR RETHE
%(%%W%%ﬂﬁﬁa&ﬁl KEFET
REMBEEEE)EE -ZSHEDETE
%ﬂg%%%%ﬁﬁzmiﬁﬁﬁ%(:
EERFE ) REBEERFHTAEM
BeMBEM s MERBELEN(ZT—F
FER) T

—T-FEFHR  EAEXEE
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Notes to the Consolidated Financial Statements

A MBMRME

21.

CHINESE ESTATES HOLDINGS LIMITED

INVESTMENT PROPERTIES (contd)

The fair value of each investment property is individually
determined at the end of each reporting period based on its
market value and by adopting investment method, and/or direct
comparison method, as appropriate. The valuation was relied on
the discounted cash flow analysis and the capitalisation of income
approach. The investment method is based upon estimates of
future results and a set of assumptions specific to each property
to reflect its tenancy and cash flow profile. The fair value of each
investment property reflects, among other things, rental income
from current term leases, term vyield rate, assumptions about rental
income from future reversion leases in light of current market
conditions, the assumed occupancy rate and reversionary yield
rate. Judgment by the valuers is required to determine the principal
valuation factors, including term vyield rate and reversionary yield
rate. Such yield rates were adopted after considering the investment
sentiments and market expectations of properties of similar nature.
Direct comparison method assumes each of these properties is
capable of being sold in its existing state with the benefit of vacant
possession and by making reference to comparable sales evidence

as available in the relevant markets.

For the Group's investment properties under development, their
fair value reflects the expectations of market participants of the
value of the properties when they are completed, less deductions
for the costs required to complete the projects and appropriate
adjustments for profit and risk. The key assumptions include present
value of completed properties, period of development, outstanding
construction costs, finance costs, other professional costs, risk
associated with completing the projects and generating income after

completion and investors' return as a percentage of value or cost.

Annual Report 2011
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Notes to the Consolidated Financial Statements
BREMBRERME

21. INVESTMENT PROPERTIES (contd) 21. REME @)
For the Group's investment properties under construction at cost, MALBERKEAZ BERREMEMS
when their fair value were not reliably measurable, they were EHEATESEEA SEHETR  AIEKA AR
measured at cost, less any impairment loss, until the earlier of the BERREBEAE2 BEETKEZZ A
date of construction is completed and the date at which fair value FATFEEAIEEE A (UREE
become reliably measurable. RE) Rk
The carrying amount of investment properties shown above PR EYEZ EEERSE
comprises:
2011 2010
HK$°000 HK$'000
FER FETT
Properties in Hong Kong held under: MNEBRATEOBEZ
lEX
Long-term lease REATEA 21,933,310 19,374,605
Medium-term lease FRHAFE 4 5,404,210 5,067,030
27,337,520 24,441,635
Properties outside Hong Kong held under: REBIMZUATHORE
2
Freehold KA KT 3,411,307 -
Medium-term lease AR ERFA 49 3,735,702 2,977,389
7,147,009 2,977,389
34,484,529 27,419,024

T -—FFH  EABXEE




Notes to the Consolidated Financial Statements

A MBMRME

22. PROPERTIES AND OTHER FIXED ASSETS 2. MEMEMETEE

164

Furniture,  Yachts and
Leasehold fixtures and motor
land Buildings equipments vehicles Total
BH-EER
HELH gF RE BERRE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR FTET
Cost B
At 1st January, 2010 RZZ—-ZTE—H—H 337,060 73,840 97592 84,429 592,921
Transfer from investment properties REEMEER 99,900 14,500 - - 114,400
Additions HE - - 8756 316 9,072
Disposals/written off HE /e - - (68,413) (381) (68,794)
Exchange adjustments A - - 178 17 295
At 31st December, 2010 R_E-ZFE+-A=+—H 436,960 88,340 38,113 84,481 647,894
Additions NE - - 10,987 5910 16,897
Disposals/written off HE /i - - - (706) (706)
Exchange adjustments [E 5158 % - - 824 155 979
At 31st December, 2011 WZE——F+-A=+-H 436,960 88,340 49,924 89,840 665,064
Depreciation e
At Tst January, 2010 R_Z-TF-f—H 8,879 15,397 87,080 63,339 174,695
Charge for the year AEEME 1,041 2,209 5741 11,058 20,049
Capitalised to stock of properties BRABRENEZNEFEAR
held for sales - - 184 - 184
Elimination upon HERE
disposals/written off - - (68,381) (381) (68,762)
Exchange adjustments B Ji 50 B - - 82 57 139
At 31st December, 2010 RZE—TF+-A=1—H 9,920 17,606 24,706 74,073 126,305
Charge for the year KEERE 1,042 2,209 5,797 8,177 17225
Capitalised to stock of properties BAARELEZNEFEER
held for sales - - 218 - 218
Elimination upon R 8
disposals/written off - - - (706) (706)
Exchange adjustments B 5 50 & - - 190 76 266
At 31st December, 2011 RZE——F+ZA=1+—H 10,962 19,815 30,911 81,620 143,308
Carrying amounts REE
At 31st December, 2011 R-B--f#+=A=t+-H 425,998 68,525 19,013 8,220 521,756
At 31st December, 2010 RZE-ZF+-A=1—H 427,040 70,734 13,407 10,408 521,589

The Group's leasehold land and buildings are situated in Hong Kong

and held under long-term leases.

CHINESE ESTATES HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

REMBEREWE

23. PROPERTY INTERESTS HELD FOR FUTURE  23. F{EH B ERE 2 W EER
DEVELOPMENT
2011 2010
HK$000 HK$'000
FET FHETT
Cost 2%
At 1st January and 31st December R—A—HBEK+=ZA=+—H 71,118 71,118
Impairment loss WIEE B
At st January and 31st December W—A—BEkt+ZRA=+—H (71,118) (71,118)
Carrying amounts FREE

At 1st January and 31st December

The property interests held for a development project are located
in Chenghai Royal Garden, Shantou, PRC. Under a Contract for Pre-
registration of Grant of State-owned Land Use Right (“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 (“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 (“High Court”) on 23rd January, 2007 and the
Group also sent out a reply to the High Court on 13th February,
2007.

R—A—RAE+ZA=+—H - -

FFRRIAE 2 YR TR B SE
mESEBIEE -RER-NANL=_FN\A
TREESMEERILZEE L HER
#rELaR ([AR)) AEEEXNET
TR AEEHERRETETRM WL
ZERMERREES -

RZZEZRFWEA AEBERWSETF L
ANBIERT ([HRRSERT ] ) AL SE T 557 &1 21 E
TERR ([BEER])BRAEERRF K
AR - AR RBEHETE 7] & Uk B R (8 3
EREERzZEMER REEER T
T FREREEEEL71,118,000% T2
THEE-

R-ZERF+_AZ+N\B HfER
HIREGE RSB B - A BEERNZ
ZELF-A-T=ZHAERESHAAR
EBE ([RAUER]) IRZ LaF RS - A%
ERER_ZTLF_A+=HESRE
Be 12 52 [ &

—T-FEFHR  EAEXEE
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CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

A MBMRME

23. 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 (“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.
On 21st April, 2011, the Intermediate Court notified the Group that

the case is accepted. On 8th August, 2011, the Intermediate Court

held a case rehearing.

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBEREWE

24. INTANGIBLE ASSETS

Cost

At Tst January, 2010,
31st December, 2010
and 31st December, 2011

Amortisation and impairment
At Tst January, 2010

Amortisation for the year

At 31st December, 2010
Amortisation for the year

At 31st December, 2011

Carrying amounts
At 31st December, 2011

At 31st December, 2010

22
n-ZE—-ZEF—A—H-
—E-FFT-A=t-AR

E——%+-fF=+—H
BHEREE
R—ZT—ZF—A—H
INF E Y

R-F—FF+-_A=+—H
AN

R-_ZF——%+-A=+—H

REE
R-—ZE—-——%+=-A=+-—H

R-ZF-FF+-A=+—H

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.

24 BILBE

Trading and
exchange
rights Trademark Total
BERESE (2R3 wa
HK$'000 HK$'000 HK$'000
FAET FET FAET
2,705 14,300 17,005
2,705 7,150 9,855
- 2,860 2,860
2,705 10,010 12,715
- 2,860 2,860
2,705 12,870 15,575
- 1,430 1,430
- 4,290 4,290

BHEAXE A2 AKRERK ZEM

P °

B EEABREERFY XUE
BORIR A FHIE-

T -—FFH  EABXEE




Notes to the Consolidated Financial Statements

mAEMBRRME
25. GOODWILL 25. &
HK$'000
FA&T
Cost A
At 1st January, 2010 and 31st December, 2010 RZE—ZEF—F—HK
—E-FEF-_HA=t+—H 54,689
Acquisition of subsidiaries (Note 44(a)(i)) W HE M 8 2 7 (M FE44@)3)) 322,938
At 31st December, 2011 R_FFE——F+-_A=+—H 377,627
Impairment WAE
At 1st January, 2010, 31st December, 2010 WR_ZT—ZF—H—H
and 31st December, 2011 —E-EFT_A=1+—HEK
—F—FtZA=1—H 47,748
Carrying amounts IREE
At 31st December, 2011 R-B——%+ZA=1+—H 329,879
At 31st December, 2010 RZE—FF+_HA=1+—H 6,941
Impairment testing of goodwill AmERENR
For the purpose of impairment testing, goodwill acquired through RETREIS BREBAHEEZEHE
certain business combinations has been allocated to the Group's EoREREEMERSELSEN ([Re
two cash-generating units ("CGUs"), which in all cases were B l)  REZETEREBEMNER AT
determined to be investment properties owned by subsidiaries. BZHREME-R-_E——FR_ZE-F
The carrying amount of goodwill (net of accumulated impairment FH-A=+—RAzEEEEE (NKR
losses) as at 31st December, 2011 and 2010 was allocated to EREBE)PEETRLEMIE 2 EE
CGUs with the following places of operation: B
2011 2010
HK$'000 HK$'000
FTERT FA&T
Hong Kong B 6,941 6,941
United Kingdom S 322,938 -
329,879 6,941
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REMBEREWE

25. GOODWILL (contd) 25. A& m
Impairment testing of goodwill (Cont'd) BMERENR (B)
The recoverable amounts for each CGUs operated in Hong DEZLEREBREEARSEM 2 HE
Kong and the United Kingdom have been determined based BB IRBEEEHEZ LFREN
on value-in-use calculation using respective five-year cash flow %ﬁ“ﬁﬂ'ﬂﬁg%@iﬁﬁ BERXETHME-
projections approved by the Directors. The pre-tax discount rates EAEENEEME RS EA 2 ATIE
of approximately 8.15% (2010: nil) per annum for the United RERTDERRSREA - ﬁiﬂmiz
Kingdom property business and approximately 8.96% (2010: MAIFEIR LX) RBISE (ZE—FF:
11.67%) per annum for Hong Kong property business were applied ") ﬁﬁ%ffﬁi‘%%zmﬁui,ﬂﬁﬁ%%’w%&%
to the cash flow projections when assessing the recoverability of the E(ZZ—ZF:1167E) -
respective CGUs containing goodwill.
There are a number of assumptions and estimates involved for REReRNETN Y R ZIARE Rhat-
the preparation of the cash flow projections. Key assumptions FTERVOEHESREBERERRT RHY
included gross margin and discount rates which are determined rhiﬁ?*‘)?i%?ﬁ‘ﬁllf’ﬁmz%ﬂ&ﬁﬁfi% cFE
by the Directors based on past performance and its expectation REFTABENBELR  ER1mNRE
for market development. The values assigned to key assumptions BEETRRI R IR - 30 M & SN ERE B RR ©
are based on historical experience, current market condition, EMEXTIEEERE  MARA 2R %
approved forecasts and consistent with external information R2REANRBRDZ METHERKR
sources. Gross margin is budgeted gross margin. The discount rates EEURMESTERBCETRR -EF
used were determined with reference to weighted average cost of BiE ZERRAEAIELR 2 EME
capital of similar companies in the industry reflected specific risks SENRSCENAEEOEBRLRESEN
relating to the industry. The Directors believe that any reasonably ZAIKE B - REEZE_E——FR_F
possible change in any of these assumptions would not cause the —TFFT A=+ —RALFERN EF:T
aggregate carrying amounts of both CGUs to exceed the aggregate E R BN R E R -
recoverable amounts of both CGUs. During the years ended 31st
December, 2011 and 2010, the Directors determine that there is
no impairment of the goodwiill.
26. INTERESTS IN ASSOCIATES 26. Bt =2 QAR
2011 2010
HK$'000 HK$'000
TER FAT
Cost of investment in associates RERE R BIAR
— Unlisted —JELT 283,758 283,667
Share of post-acquisition profits and B 1208 N e HoA
other comprehensive income, 2EW SR E W E
net of dividends received 1,409,987 760,389
1,693,745 1,044,056
T FER EXEH
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REMIEHRRMEE
26. INTERESTS IN ASSOCIATES (Cont'd) 26. Bt N AR (m

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 Limited, 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 as at 31st December,
2011 are set out in Note 53.

The investment properties held by the Group's principal associates
were revalued as at 31st December, 2011 by B.l. Appraisals. B.l.
Appraisals continues to adopt investment method and/or direct
comparison method as the valuation methodologies. The valuation
methods and significant assumptions applied in determining the fair

values of investment properties are detailed in Note 21.

The summarised financial information in respect of the Group's

associates is set out below:

Total assets BELRTE

Total liabilities BEHRE

Net assets BEERE

Non-controlling interests FEPER RS

Group's share of net assets of associates REEE (RS QA
BEFE

Revenue KA

Profit for the year REZHN

Other comprehensive income Hh2mEas

Group's share of results of associates for the year 78 5 B8 (5 Bt & A &)

REFER

Group's share of other comprehensive income 7 5= [ # {5 B & 2 &

of associates for the year RNEEHAM 2 E W
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$@ﬂ¢zfﬁ"jif*1%1”ﬁﬁﬁﬁwa ER
KRBT HBERAN 2 RAFE
EEé’ﬁi ERBEXGHEMEHERTEE
ROBEE YERANEEZLHRAPBEMN
MK AR R E QRS R BER
BfE-

i)

AEER-_ZE—F+_A=+—Hz=x
DL QR FEIBEA M 5E53 ©

AEBTERLENFA ZREMES AR
BREFER —E——F T -A=1+—H#&
TEMH-RABRFHEFSERAREER
SREREBERMGER L EARETE
KREMERFEZHEETEREZHEER
BEEE2 15 4t

AEBZBERRZHBERRARLIT :

2011 2010
HK$'000 HK$'000
FET FET
14,743,842 23,707,985
(10,468,436) (21,649,668)
4,275,406 2,058,317
5,916 9,293
4,281,322 2,067,610
1,693,745 1,044,056
4,829,080 413,683
4,673,113 165,633
321,070 253,296
1,241,732 56,580
107,943 78,272
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PP PR
27. ADVANCES TO ASSOCIATES 27. BB R R IR
2011 2010
HK$'000 HK$'000
FER FHET
Interest-bearing advances to associates AN NS A S O 97,465 109,052
Interest-free advances to associates ANBE N 2R BRIE 1,521,177 1,454,635
1,618,642 1,563,687
The advances to associates are unsecured. An approximately B E QNRRIEARSEEMR N
HK$962,083,000 was expected to be repayable in 2013 and 962,083,000/ T2 FIETEMIN — T — =4
the amount is therefore shown as non-current. For the remaining BiE  FAzEFEsEERBILE - st H
HK$656,559,000, the Group will not demand repayment within #2656,559,000/8 7T * AEE T g 235K
one year from the end of the reporting period and the amounts are BEPREA—FRNER BHZERE
therefore shown as non-current. The interest-bearing advances to IEIEMBN ML E - BB E R R Z 5B
associates bear interest at the prevailing market rates. AR 2 TISEER XS -
28. INTERESTS IN JOINTLY CONTROLLED [F) 42 Il 4 1 #E 2
ENTITIES
2011 2010
HK$'000 HK$'000
FER FAET

Share of net assets of jointly controlled entities % {f5 £ [F %0 | i 18 4 = 7% - -

T -—FFH  EABXEE
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REMBRRME

28. INTERESTS IN JOINTLY CONTROLLED 28. KRB B (o)
ENTITIES (contd)
Details of the Group's jointly controlled entities which are held RAREERA 2 A EE LR ZEGEER
indirectly by the Company as at 31st December, 2011 are as —E——F+Z A=+ —HZHBWT:
follows:

Proportion of nominal

Form of value of issued
Name of jointly business Place of share capital held Principal
controlled entity and structure incorporation e &7 activities
HEEZEHBEER (BEAEER o i AR AL 3t B RAEE & FTEXEH
Golden Royce Incorporated Hong Kong 31.77% Dormant
Investment Limited R AV & G 4 AL
SRR EFR DT
Top Grade Assets Limited Incorporated British Virgin Islands 40.97% Dormant
Rl REBREBRES Tmex
Upgrade Properties Limited Incorporated British Virgin Islands 40.97% Dormant
Bl A RERBRES Hmax
The summarised financial information in respect of the Group's AN B 2 (R R IS 2 B s A Rt
jointly controlled entities is set out below: LU
2011 2010
HK$'000 HK$'000
FHET TR
Total assets AERTE - -
Total liabilities Rk (160,145) (160,138)
Net liabilities BEFE (160,145) (160,138)
Group's share of net liabilities of 2N 5 B AL LRI S
jointly controlled entities aEFEE - -
Revenue A - -
Loss for the year REEEE (7) (3,989)
Group's share of loss of jointly controlled 7N 5 B A FL [R5 s
entities for the year REFEE - -
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Notes to the Consolidated Financial Statements
BREMBRERME

29. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments comprise:

Unlisted equity securities:
— Incorporated in Hong Kong

— Incorporated elsewhere

Unlisted debt securities:
— Floating rate notes (note i)

— Fixed rate notes (note ii)

Listed debt security:
— Floating rate note (note iii)

Club debentures

Total

Analysis for reporting purposes as:
Non-current assets

Current assets

BERERE
2011 2010
HK$'000 HK$'000
F#ET FHET
JEETRAES

—REBTM 120,529 152,463
— A E i [ 5 3,892,849 3,899
4,013,378 156,362

JE T EEES
—FBEEE (M=) 88,301 148,803
—E B R (KIzxi) 96,263 74,911
184,564 223,714

EHEBKES:

—F B2 (K= - 38,976
SHEES 15,731 15,731
BEE 4,213,673 434,783
ERERB 2D

ERBEE 4,160,350 334,079

MBEE 53,323 100,704

4,213,673 434,783

T -—FFH  EABXEE
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Notes to the Consolidated Financial Statements

A MBMRME

29. AVAILABLE-FOR-SALE INVESTMENTS (contd)

Notes:

(i)  The unlisted floating rate notes with maturity dates in 2012 and
2014 carry interest at LIBOR plus 0.23% to 0.35% (2010: LIBOR
plus 0.23% to 0.35%) per annum, payable on quarterly basis,
and the balances with maturity date in 2012 were classified as
current assets.

(i) The unlisted fixed rate notes carry interest from 4.75% to 6.50%
(2010: 4.75% to 7.00%) per annum, payable on half-year basis,
and will mature from February 2013 to August 2019 (2010: from
February 2011 to March 2016).

(i) At 31st December, 2010, the listed floating rate note which
carried interest at Euro Interbank Offered Rate plus 0.20% per
annum, payable on quarterly basis, was denominated in EUR.

At the end of the reporting period, the fair values of the listed and
unlisted debt securities were referenced with the quoted market bid

prices available on the industry group.

For certain unlisted equity securities incorporated in Hong Kong, the
fair values are determined based on discounted cash flow valuation
techniques, with assumptions 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$1,342,000 (2010:
HK$2,054,000).
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Notes to the Consolidated Financial Statements

REMBEREWE

29. AVAILABLE-FOR-SALE INVESTMENTS (contd)

Investments in unlisted equity securities incorporated elsewhere
included the Group's 49% interest in Grandday which was
incorporated in the British Virgin Islands and indirectly owns parcel
of land in the Jiangsu Province, PRC. As the Group does not have
representation on the board of directors and does not participate
in the policy-making processes of Grandday, the Directors do not
believe that the Group is able to exercise significant influence over

Grandday and therefore it is not classified as an associate.

Unlisted equity securities issued by private entities incorporated in
the United States of America are stated at cost less accumulated
impairment losses 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, 2011 and 2010, the
Directors consider that there is no impairment loss recognised in

relation to the unlisted equity securities.

The club debentures classified as available-for-sale investments are
stated at cost less accumulated impairment losses. During the years
ended 31st December, 2011 and 2010, the Directors consider that
there is no impairment of the club debentures since the market

price less costs to sell are higher than its carrying value.

At the end of the reporting period, available-for-sale investments
totaling HK$3,908,870,000 (2010: HK$19,920,000) are stated at

cost less accumulated impairment losses, if any.

29. %

\/
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REAMMEEM 2 IF ETRABFRER

EAREE R 2 49% R 5 o BIFE TR E
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—+—HIEFERN EERAZIELTR
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OB AFEREZEEEFRAANR
ZHBEBEBAR - RBEE-T——F K
—ZEZ—ZF+_A=+—HLEFE EF
REZSHEEF2MSEEREENAE
R EREE - I R E A

7 ¥R 45 HA K - 421E3,908,870,0005% 7T ( —
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Notes to the Consolidated Financial Statements
BREMBRERME

30. ADVANCES TO INVESTEE COMPANIES AND
NON-CONTROLLING SHAREHOLDERS

@

()

CHINESE ESTATES HOLDINGS LIMITED

The advance made to an investee company, of approximately
HK$406,241,000 (2010: HK$344,687,000), with principal
purpose of providing fund for a property development
project, namely The Coronation, located at West Kowloon
Reclamation Area is unsecured and interest-free. The
remaining balance of approximately HK$192,000 as at 31st
December, 2010 was made to another investee company,
with principal purpose of providing second mortgage for a
property development project, is unsecured and interest-
bearing at prevailing market rate. The Group will not demand
for repayment within one year and the advances are therefore

shown as non-current.

The advances made to non-controlling shareholders are
unsecured and interest-free. The Group will not demand for
repayment within one year and the advances are therefore

shown as non-current.
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Notes to the Consolidated Financial Statements

FREMBHRERME
31. LOANS RECEIVABLE 31. R E K
2011 2010
HK$'000 HK$'000
FER FHET
Long term loans receivable, secured BHEMZEREHER
Non-current FERBIEE 34 78
Current MENIEE 44 41
78 119
Long term loans receivable, unsecured I B R BE R
Non-current FERBIEE 24 -
Current mENMEE 16 -
40 -
Other loans and advances, unsecured AR 2 b BN A - -
118 119
Less: Amounts due within W — R AN DI
one year shown under MENE E 2 A
current assets (60) 41)
Amounts due after one year —FEREIH 2 RE 58 78
Loans receivable comprise: JEWE TR EHE -
Effective
Maturity date Collateral interest rate Carrying amounts
ZIHA il BRA=E HREE
2010 2010
HK$'000 HK$'000
THER FET
Loans receivable 17th September, 2013 Properties Prime rate 78 19
U E —Z-=FhA++tA mE REEAX
Loans receivable Ist January, 2014 Nil 18% p.a. 40 -
U E R —Z-mE—-A—H i FLI8E
118 119

T -—FFH  EABXEE
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Notes to the Consolidated Financial Statements

A MBMRME

32. OTHER FINANCIAL ASSETS

(a)

(b)

(9

CHINESE ESTATES HOLDINGS LIMITED

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$1,539,558,000 (2010: HK$24,035,000) have been
pledged to secure short-term borrowings and are therefore
classified as current assets. The remaining deposits
amounting to approximately HK$165,441,000 (2010:
HK$163,031,000) 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 repayment of
relevant borrowings.

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly

amounts due from clearing house, brokers and clients.
Time deposits, bank balances and cash
The time deposits carry interests at prevailing market deposit

rates and mature within one month. The Group does not hold

collateral over the balances.
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Notes to the Consolidated Financial Statements

REMBEREWE

33. STOCK OF PROPERTIES 33 MEFE

2011 2010

HK$'000 HK$'000

FER FAT

Completed properties SRR 201,085 314,775

Properties under development held for sales BIEHEZERPYME 5,785,458 4,304,354
Less: Impairment loss recognised B B ERZREEE (279,467) (279,467)

5,505,991 4,024,887

5,707,076 4,339,662

At 31st December, 2011, the Directors reviewed the carrying
amounts of the properties under development held for sales with
reference to current market situation and the estimated selling price
of the properties under development held for sales provided by B.I.
Appraisals. No impairment loss was made during the years ended
31st December, 2011 and 2010.

During the year, completed properties write-down of HK$2,312,000
(2010: nil) was recognised to the consolidated statement of
comprehensive income as a result of decrease in net realisable

value of certain completed properties.

Properties under development held for sales with carrying amounts
of approximately HK$2,703,537,000 (2010: HK$4,024,887,000)

are expected to be completed after one year.

RZB——F+ZA=+—H EF2%
FEHEZBERTMEZRRTHERER
BRB R G RE AT EE B
EREZBERPYEZREE RBEZ
E——FR-F-EF+-_A=+—HLt
FEANEEERRERE-

FRN BRETEXMEZAZERFAET
B B AR A B T R AR TR 2R B K W) T
RFE£5AH2,312,0008T (T —F
Fm)e

BRELEZ2ERAVWEZEDE
#472,703,537,0008 0 ( —Z & — T F :
4,024,887,0007% 70 ) TEHAR — F 1855 K
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Notes to the Consolidated Financial Statements

FREMBHRERME
34. INVESTMENTS HELD-FOR-TRADING 34 FHEEBZIRE
Investments held-for-trading comprise: RIEEREZIREBE:
2011 2010
HK$'000 HK$'000
FER FHET
Listed investments: FHRE:
— Equity securities listed in Hong Kong —REE LT 2 RAEES 514,917 2,127,565
— Equity securities listed elsewhere —REMM R F 2 RANE S - 294,501
514,917 2,422,066
The fair values of the investments held-for-trading are determined FIEBEBEZREZATEDREHEEE S
based on the quoted market bid prices available on the relevant REGMzTEEANREBETE -

stock exchanges.

35. FINANCIAL ASSETS DESIGNATED AS AT FAIR 35. 8 7F A E B 18 %5 A it

VALUE THROUGH PROFIT OR LOSS NFEZTREE
Financial assets designated as at fair value through profit or loss EERBBBESURBATFTEZERHEE
comprise: BiE:
2011 2010
HK$'000 HK$'000
FTHERT FHET
Bonds: (EEaE
Non-current JEREME 2,453,411 3,101,417
Current MENEE 2,773,200 2,084,012
5,226,611 5,185,429
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Notes to the Consolidated Financial Statements

REMBEREWE

35. FINANCIAL ASSETS DESIGNATED AS AT FAIR  35. #&5 Z%LLTE\ET&J/X&E%

VALUE THROUGH PROFIT OR LOSS (contd) NFEZEREE =

Major terms of the bonds are as follows: BHEZEEANBTNT:

Notional amount Maturity ZHEHE FHA
RMB2,000,000,000 2014 A R #2,000,000,0007C —E 4
RMB215,000,000 2015 AR #215,000,0007T —E—RF
USD50,000,000 2011 50,000,000 7T —E——4F
USD266,000,000 2015 266,000,000% 7T —E-RF
USD 132,000,000 2016 132,000,000 7T ZE—RF
USD32,000,000 2017 32,000,000% 7T —E—+tF
The bonds denominated in USD carry fixed rate range from 8.0% NETFHE 2 BEFRETFFNE0EE
to 13.5% per annum of which USD99,000,000 are callable and the 13.5/2 » £799,000,000E T2 &4 AA
bonds denominated in RMB carry fixed rate at 8.0% and 8.5% per fEE MARBHEZESREEF X
annum. 7%8.0/E 28.5E

The bonds are traded in active market and stated at fair values at BEFRRIERZ MHR 5 LA TFER
the end of the reporting period, their fair values are determined by HEMRIF -EF 2 RAFEDRESH
reference to market bid prices quoted by financial institutions and BERER M5 E ARBEE -
brokers.

36. INVENTORIES FOR COSMETIC PRODUCTS  36. bt mFE

2011 2010

HK$'000 HK$'000

FEx FET

Finished goods LK i 3,485 2,170

Raw materials R4 454 790

3,939 2,960

At 31st December, 2011, all inventories were stated at the lower of RZE——F+=-A=+—H8 FEGFE
cost and net realisable value. R R AT EMR PSR-

—EEFH BABKEE




182

Notes to the Consolidated Financial Statements

A MBMRME

37. DEBTORS, DEPOSITS AND PREPAYMENTS

Trade receivables FEUE 5 FA
Less: Allowance for doubtful debts B RERRE S
Deposits and prepayments Be RIEFNFKIE
Other receivables H fth E YRR

Included in trade receivables mainly comprised of 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 receivables.
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.
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37. RIARTE - & IR FUA

2011 2010
HK$'000 HK$'000
FET FET
17,372 32,135
(4,533) (4,928)
12,839 27,207
259,999 163,368
310,631 295,297
583,469 485,872
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Notes to the Consolidated Financial Statements
BREMBRERME

37. DEBTORS, DEPOSITS AND PREPAYMENTS 37. FEWERIA &% M TET A

(Cont'd) (58)
The following is the aged analysis of trade receivables (net of EWE ZROR (MR RERE®) RREHER
allowance for doubtful debts) at the end of the reporting period: LB
2011 2010
HK$'000 HK$'000
FEx FAET
0 - 30 days TE=1+H 3,150 17,546
31 - 60 days =+—HAZ~+H 977 576
61 — 90 days At—HAZEATH 588 50
Over 90 days A+BMRE 8,124 9,035
12,839 27207
The following is the aged analysis of trade receivables which are E@BERERE 2 BKE 5 HIE 2 RER
past due but not impaired: DT
2011 2010
HK$'000 HK$'000
FEx FHEIT
0 — 30 days TE=+H 2,495 16,279
31 - 60 days =+—HAZ~+H 452 199
61 — 90 days AT—BEATA - 1
Over 90 days N+HUNE 7,786 8,857
10,733 25,336

T -—FFH  EABXEE
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A MBMRME

37. DEBTORS, DEPOSITS AND PREPAYMENTS

37. RIARTE - & IR FUA

(Cont'd) (%)
Movement in the allowance for doubtful debts: RIREH 2 EH)
2011 2010
HK$'000 HK$'000
FTER FAT
1st January m—A—H 4,928 7168
Amounts written off as uncollectible LA B W [B1 i 85 2 5B (85) (2,379)
Amount recovered during the year REEBEWEFHIE - (184)
Impairment losses (reversed) recognised HE W E 5K (B E)
in respect of trade receivables BRZBMEEE (310) 323
At 31st December R+=A=+—H 4,533 4,928

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$7,786,000 (2010: HK$8,857,000) 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.
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Notes to the Consolidated Financial Statements

REMBEREWE

38. CREDITORS AND ACCRUALS

39.

Included in creditors and accruals are trade payables of
approximately HK$520,513,000 (31st December, 2010:

HK$418,462,000).

The following is the aged analysis of trade payables at the end of

the reporting period:

0 — 90 days
Over 90 days

BORROWINGS

Secured bank loans repayable
within a period of:
Less than 1 year
More than 1 year but within 2 years
More than 2 years but within 5 years

Over 5 years

Other secured loans repayable
within 1 year
Unsecured bank loan repayable

within 1 year

Less: Amounts due within one year

Amounts due after one year

38.

EATERTE ) FERT IR
[\ 7 -~ N A }\/\

JERERBRENREREENESRE
49520,513,0008 L (=& —ZF+=H
=+—H:418,462,0005 7T ) °

ERTE 5ERIBRIME HARZBREK DT
T

2011 2010
HK$'000 HK$'000
FBT FHET
TEA+H 82,250 222,972
N+BEMUE 438,263 195,490
520,513 418,462
30. {EE
2011 2010
HK$'000 HK$'000
FET FET
AR TS BEEE 2
BIRFRITER
—FLT 6,551,002 735,577
—4F DA 1B 10 A 8,751,362 6,461,062
M LA F1B B A 3,748,153 8,521,896
FELE 184,500 -
19,235,017 15,718,535
AR—FRNEEZ
HBE\ER 3,300,665 2,681,975
AR—FRNEEZ
EIRAIRITER 155,000 310,000
22,690,682 18,710,510
B —E AR RIE (10,006,667) (3,727,552)
—F1E B2 A 12,684,015 14,982,958

The bank loans denominated in HK$ are variable-rate borrowings

which carry interest ranging from HIBOR plus 0.37% to 5.00%

(2010: HIBOR plus 0.37% to 1.75%) per annum.

IEBTTHEZRITERRBZEEE F2
REBRITRIZESR B N0.37/E £ H15.00E
TE(ZE—ZF FBRTREREM
037EEI.7T5ETE) -

—T-FEFHR  EAEXEE
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A MBMRME

39. BORROWINGS (contd)

The variable-rate bank loans denominated in RMB carry interest
ranged from 90% to 110% (2010: at 90%) of People’s Bank of
China base rate as announced by the People’s Bank of China per

annum.

The borrowing denominated in GBP from a financial institution
as at the end of the reporting period with carrying amount of
approximately HK$3,185.9 million (2010: nil) carries interest at a
fixed rate of 5.97% per annum. The weighted average effective

interest rate is 3.5% per annum.

The remaining loans are variable-rate borrowings which carry
interest at costs of funds of financial institutions plus 0.25% to
1.98% (2010: inter-bank borrowing rate plus 0.25% to 0.30%) per

annum.

The Group's borrowings that are denominated in currencies other

than HK$ are set out below:

usb E
GBP 87
RMB AR
Australian dollars BRI
EUR BT

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

39. {88 @)

NIAREBAFEZZERTERZTEAR
BITAMZPRRARBITEREEN K2
90%Z110% ( ZZF—ZF % : 900 )5t & -

7

NEEFEsZ2REBE R CREER
R4 HAZR 493,185,900,0008 L (ZE—F
FE)IETEBFHB5.97%: & - MEF
HEBRFNERISE-

7.

ERERAZEEE FRESHEREE
ERAN025EE1.98E (ZE—ZT4F R
TRIZEF B IM0.25E E0.30/E )5+ & -

AEBUBTUINEBHEZEBEWT

2011 2010
HK$'000 HK$'000
TR TAET
3,274,825 436,226
3,185,895 ~
775,807 626,296

- 13,918

- 231,831
7,236,527 1,308,271
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REMBERRME
40. PROVISIONS 40. #fm
2011 2010
HK$'000 HK$'000
FHET FET
Contingency provision HANFIEE
At Tst January Hn—HA—H 16,054 16,054
Reversal of contingency provision B Ol sk A FIBE A (16,054) -
At 31st December R+=HA=+—H - 16,054
Note: The provision represents construction cost determined by Mzt BEEREBRER -—2E=FBHEA
the management's best estimate of the Group's liability on B ZBERPYHETER BERAR K
contingency claims by a third party to whom a property under RREMEEZAEEBBEMRIELZ
development project was previously disposed of. BEMFHMETE °
41. SHARE CAPITAL 41. B
Movements in the share capital of the Company during the year MAFEANARNG ZRAEBHINT
were as follows:
Number of shares Share capital
R & E DAEN
2011 2010 2011 2010
HK$'000 HK$'000
TR TR
Ordinary shares of HK$0.10 each BREECI0E T LRk
Authorised: EERAK
At st January and 31st December R—A-Ak
+-A=+-H 5,000,000,000 5,000,000,000 500,000 500,000
Issued and fully paid: ERETREZRA:
At Tst January R—A—A 1,907,619,079  1950,000,079 190,762 195,000
Repurchased of ordinary shares B35l
(note) (KizE) - (42,381,000) - (4,238)
At 31st December W+=B=+-H 1,907,619,079 1,907,619,079 190,762 190,762

—TFFH EABREE 187
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A MBMRME

1. SHARE CAPITAL (contd)

Note: ~ The Company did not repurchase any its own ordinary shares
on the Stock Exchange during the year ended 31st December,
2011,

During the year ended 31st December, 2010, the Company
repurchased its own ordinary shares on the Stock Exchange as

follows:
No. of
ordinary shares
Month of repurchases repurchased
Bl &
ETREZAH EERYE
May 2010 —E-TF7R 25,355,500
June 2010 % §$T 14,153,500
July 2010 —E-ZFL 2,872,000

The above ordinary shares were cancelled upon repurchase. None
of the Company's subsidiaries had repurchased, sold or redeemed

any of the Company's listed shares during the year.

42. AMOUNTS DUE TO ASSOCIATES AND A
NON-CONTROLLING SHAREHOLDER

Both the amounts due to associates and a non-controlling
shareholder are unsecured and interest-free. The associates and the
non-controlling shareholder will not demand for repayment within
one year from the end of the reporting period and the amounts are

therefore shown as non-current.
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[ FBET
Price per share Aggregate
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and transaction
Highest Lowest cost paid
ENARER
BE =434 R HRA
HK$ HK$ HK$'000
AT BT THET
12.86 11.44 307,799
13.72 12.64 187,601
14.08 13.90 40,264
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Notes to the Consolidated Financial Statements

REMBEREWE

43. DEFERRED TAXATION 43, JRIETL IR

AT AREERAHEHEBERSH
FEL BBz TR EERRARE (ERE

The following is the major deferred tax liabilities provided (assets

recognised) by the Group and movements thereon during the

current and prior reporting periods: BE)RHE
Accelerated
Investment tax Tax
properties  depreciation losses Total
piifzd
REME BIRHE BB EE BE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
At 1st January, 2010 RZE-—ZTF—-H—H 426,412 14,919 (40,092) 401,239
Disposal of subsidiaries HEMB AR
(Note 44(b)(ii)) (P 3E44(b) (i) (11,160) (4,616) 3,193 (12,583)
(Credited) charged RiRE 2 ERERE
to the consolidated () Mk
statement of
comprehensive income (25,644) 7735 (367) (18,276)
At 31st December, 2010 RZZE-TF
+=-A=+-8 389,608 18,038 (37,266) 370,380
Exchange adjustments PE H R - - 125 125
Acquisition of subsidiaries Y B 2 A)
(Note 44(a)(i)) GEZEEI0)) - - (42,609) (42,609)
Charged to the consolidated RiFE 2 ERGERE
statement of comprehensive kR
income 73,450 10,515 24,539 108,504
At 31st December, 2011 R-E——F
+=A=+-8 463,058 28,553 (55,211) 436,400

For the purpose of the presentation in the consolidated statement

of financial position, certain deferred tax liabilities and assets

have been offset. The following is the analysis of the deferred tax

balances for financial reporting purposes:

REIEEMBIRRERE & TREHRE
BEREECRKRYHE RYBRERELZ
BERETIRAERR D HTAT -

2011 2010
HK$'000 HK$'000
FET T T
Deferred tax liabilities EERIEEE 483,679 403,463
Deferred tax assets FALEMIEE = (47,279) (33,083)
436,400 370,380
T ——FFRH EABXEE 189
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Notes to the Consolidated Financial Statements

A MBMRME

43. DEFERRED TAXATION (contd)

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 IR I E
Tax losses BT E e

At the end of the reporting period, the Group has unused tax
losses of approximately HK$48,034,000 (2010: nil) arising in the
Mainland China which will expire in one to five years for offsetting
against future taxable profits. Other unrecognised tax losses may be

carried forward indefinitely.

44. BUSINESS COMBINATION

(@) Acquisition of Subsidiaries

(i)  Acquisition of River Court Holdings Limited and

its subsidiaries (“River Court Group”)

On 14th January, 2011, the Group entered into a
sale and purchase agreement with independent
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 London, United Kingdom at
a consideration of GBP37.8 million, equivalent to
approximately HK$453.4 million (“Acquisition of River
Court"). The Acquisition of River Court was completed
on 14th January, 2011.

At the date of acquisition, River Court Group was
actively engaged in property leasing and whole of
properties were leased out, the Acquisition of River
Court enables the Group to have return in form
of rental income and asset enhancement on the
integrated set of its activities and assets. The Directors
determined that the acquired entity should be
accounted as business in accordance with HKFRS 3

“Business Combinations”.
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RN TE ()

REMEBMR  NEBA AT RHEATRERR
HogHMABR L T BELEHRIEEE-

2011 2010
HK$'000 HK$'000
FET FETT
(106,493) (130,118)
(507,233) (282,918)
(613,726) (413,036)

REBERREER, iR B AREESRUY
EARRERF AL ER —ZERFREH
2 AR A IS A 18 4748,034,0008 7T (=
T-TFE) EBAERZBBEE
MR HEAAE S

EBa0
() WHHEAT

(i) WK SERiver Court Holdings
Limited % B If} /& 2 7] ([ River
Court/8 /)

AEEHBYE=-FRZ_ZE
——F—A+THBIER
% - B B U River Court
Holdings Limited,Z 100%M% 7%
Bam HEEFAURNER
fa ¥ % B [River Court] 2
KAERBEFTE-RSHRE
7337,800,000%% £ (1 & 7
#453,400,000% 7)) ([
f&River Court]) o Wt #&River
CoutB A —E——F— A+
HIEK °

P UEE B - River Courtts EiE 1R
NEMEEEXBERIDE
B S River Courtfe E
BAEELHESKAREER
FAeRAREHEBREAER
SR -FFRE FTKEZ
EREIZBESVBIRE £ER
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o

S



Notes to the Consolidated Financial Statements

REMBEREWE

44. BUSINESS COMBINATION (contd)

(a)

Acquisition of Subsidiaries (Cont'd)

(i)

44, % @

(@) WEKHEAF (@)

Acquisition of River Court Holdings Limited and (i)

its subsidiaries (“River Court Group”) (Cont'd)

The recognised amounts of identifiable assets acquired

and liabilities assumed as at the date of the Acquisition

of River Court are as follows:

Net assets acquired:

Investment property — River Court
Debtors and prepayments

Bank balances and cash

Secured bank loan

Deposits and receipts in advance
Creditors and accruals

Tax liabilities

Deferred tax asset

Net assets acquired

Goodwill

Total consideration

Satisfied by:

Cash consideration paid

Net cash outflow arising on acquisition:

Cash consideration paid

Bank balances and cash acquired

W s & R E -
&Y E — River Court
FEU AR TE R FB 5 3R IB
IRITEBER S
BEARITER

% KT EWEGRIE
FEHBRIE R FE ST 3R IB
MEAE

e R
oL

REERE

AT A
ENBRERE

WEPTEL 2 HE R FE
ENBRERE
FrliE 2 SRITR R LIRS

Y i River Court Holdings
Limited X K [/ & 2\ &] ([ River
Court£H /) (#)

R U BERiver CourtB D FERH
WEZAISBREERER 28
BRI

Fair Value
AVE
HK$'000
FERT

3,362,492
62
64,552
(3,253,087)
(35,964)
(50,136)
(30)
42,609

130,498
322,938

453,436

453,436

453,436
(64,552)

388,884

—T-FEFHR  EAEXEE
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Notes to the Consolidated Financial Statements

A MBMRME

44. BUSINESS COMBINATION (contd)

(a)

Acquisition of Subsidiaries (Cont'd)

(@)

(i)

CHINESE ESTATES HOLDINGS LIMITED

Acquisition of River Court Holdings Limited and
its subsidiaries (“River Court Group”) (Cont'd)

Goodwill can be attributable to the anticipated
profitability of the acquired business. None of the
goodwill recognised is expected to be deductible
for income tax purposes. Acquisition-related costs
amounting to HK$13.3 million was recognised in
"Other Expenses” (Note 11) in the consolidated
statement of comprehensive income.

The valuation of investment property at the
acquisition was performed by Peak Vision Appraisals,
an independent qualified professional valuers with
experience in the valuation of similar properties in the
relevant market and the fair value of secured bank loan
was calculated based on discounted cash flow models.
The fair values of the other identifiable assets and
liabilities were approximate to their carrying amounts.

The fair value of debtors and prepayments include
debtors with a fair value and gross contractual amount
receivable of GBP5,000 (equivalent to approximately
HK$62,000).

Since the Acquisition of River Court, River Court Group
contributed revenue of HK$191.9 million and profit of
HK$135.1 million to the Group for the year ended 31st
December, 2011. If the Acquisition of River Court had
occurred on Tst January, 2011, the revenue and profit
of the Group for the year ended 31st December, 2011
would have been increased by approximately HK$6.8
million and HK$2.5 million respectively.

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 of Tuen Mun Centre at
a consideration of approximately HK$18,651,000
(“Acquisition of Canaria”). Canaria was 50% owned
by the Group before the acquisition. As a result of
the Acquisition of Canaria, the Group obtained 100%
control over the Tuen Mun Centre. The Acquisition of
Canaria was completed on 11th February, 2010.

Annual Report 2011
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(a)

(@)

(i)

Y k& River Court Holdings
Limited % B }f1/& 2 &] ([ River
Court£® /) (%)

FEAENEIKE XK
B ABRFED -RASHM
T EHRIZAEMETE
HMm- BB BRERA
13,300,000 TERZEE2ME
WHHERERAE [ HMHAX]
(BRETT) ©

REYENWBR 2 HEHR
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fh- REHEETSEUYEZ
MERLR)ET  MABMIRT
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EMBEZATEEAKEE
HE -

EWEEREMNREZ AF
BEEEUNRFETEZER
FERANEE 2 EWRRE
5,000% £ (18 & R 462,000
ETT) °
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CoutE B AAEBREE_Z
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Y #% Canaria Holding Limited
([Canaria_|) R E B /& 2 &

R-E—ZTF_A+—HB &
SEME=FTVEE R
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B (TW B Canarial) (HEf
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ERAF HE PIHR 0 2 1000012 il ©
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Notes to the Consolidated Financial Statements

REMBEREWE

44. BUSINESS COMBINATION (contd) 44, B E 0

(@) Acquisition of Subsidiaries (Cont'd) () WEBHEBELR (&)

(iij) Acquisition of Canaria Holding Limited (iij) W& Canaria Holding Limited

(“Canaria”) and its subsidiary (Cont'd)

At the date of acquisition, two shops of the property
were leased out and the two foyers of cinema were
pending for redevelopment, the Acquisition of Canaria
enables the Group to have return in form of rental
income and asset enhancement on the integrated set
of its activities and assets. The Directors determined
that the acquired entity should be accounted as
business in accordance with HKFRS 3 “Business
Combinations”.

The recognised amounts of identifiable assets acquired
and liabilities assumed as at the date of the Acquisition

of Canaria are as follows:

([Canaria /) R 2 H1B A 7 (&)

UEE B - Z Y2 RS
BT ER s MEKEERF
B2 WS Canariaz® A £ B 1A
HEWAREEZRN H®E
BEBLKEERALDSR-ZFE
RE T BRELRRE
BRI EERIEIN (KA
BF] ABRDIERETR -

UL B Canaria B O HE R 30 U B3
ZRBRIEERES 2EBES
LU

Carrying
amounts
before the Fair value
acquisition adjustments Fair value
W BB AT 2
REE ATEAE A¥HE
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Net assets acquired: Wi & B FME -
Investment properties A 46,000 1,000 47,000
Bank balances and cash RITHEB AR S 3,489 - 3,489
Debtors and prepayments JE W B 18 ] TR A5 R IE 27 - 27
Creditors and accruals JE 1< BR I8 K2 FE 5T 30IA (56) - (56)
Deposits and receipts e RIEFWERRIAE
in advance (158) - (158)
Net assets acquired Wi & EFE 49,302 1,000 50,302
Consideration transferred EEAE 18,651
Acquisition-date fair value LRIFEE Z IR
of previously-held equity RER 2 A FE
interest 18,651
37302
Less: fair value of identifiable & : B 2 AT # R &
net assets acquired EFEZATE (50,302)
Gain on bargain purchase of ZEEWE—FHHE A A
a subsidiary Z W as (13,000)
Net cash outflow arising on  WEEMEA 2B €
acquisition: MAERE
Cash consideration paid ERNBReRE 18,651
Bank balances and P g 2 SRITAE B8 J2
cash acquired Re (3,489)
15,162
T —FFR EABEEE
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44. BUSINESS COMBINATION (contd)

(@) Acquisition of Subsidiaries (Cont'd)

(iij) Acquisition of Canaria Holding Limited

CHINESE ESTATES HOLDINGS LIMITED

(“Canaria”) and its subsidiary (Cont'd)

The gain on bargain purchase of a subsidiary of
HK$13,000,000 was recognised in "Other Gains and
Losses, Net" (Note 15), which was arising from the
difference between (a) the fair value of the shares in
Canaria of HK$37,302,000, representing the aggregate
of the consideration transferred of HK$18,651,000 and
the acquisition-date fair value of previously-held equity
interest of HK$18,651,000; and (b) the fair value of
identifiable net assets acquired of HK$50,302,000,
comprising the investment property at fair value with
reference to valuation performed by an independent
valuer with experience in the valuation of similar
properties in the relevant market and the fair values of
the identifiable assets and liabilities, which approximate
to their carrying amounts.

The gain arising from the difference between (a)
acquisition-date fair value of previously-held equity
interest in Canaria and (b) 50% interest in fair value
of identifiable net assets of Canaria is mainly due
to (i) Canaria's shares are not listed and with low
liquidity; and (i) a lack of control over the assets and
management of Canaria in respect of a 50% equity
interest holding in Canaria.

Acquisition-related costs amounting to HK$60,000
was excluded from the consideration transferred and
has been recognised as expenses in the consolidated

statement of comprehensive income.

Since the Acquisition of Canaria, Canaria contributed
HK$1,529,000 to the Group's revenue and
HK$34,605,000 of profit to the Group's result for the
year ended 31st December, 2010.

Had the combination taken place on 1st January,
2010, the revenue 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.
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HERE-EHRBAR M
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B HZ2AFE18,651,000% T
Z48%8) R (b)Fr W B AT % Bl
& E 7 2F1{E50,302,0007%8 T
(RIERAFEINEZRED
¥ DH2RBABEETISE
LEZ HELSRZ BIGE
EhEST 2 (B R AT PRI B E K
BEZATE (HEREEES)
BE)ZERBmEL-

& (a) 5% A1 #F A Canariaz % 4
EmRWE A2 A TE - R(Ob)
A Canaria,Z 50%7 = BY A ¥
FMEEFEZAFEMESE
mEE K TIEZHR()
CanariaZ B IE 77 AR TR
)% K (ii)#%FF Canaria,Z 50%
BAEREHEEREEER
SR

H BB R S £60,0007 7T
Tt AEZRELREGAEE
WRmEERAAY -

#

B Y8 Canaria5t Ak 1% © Canaria
ARAEEBEE-_ZT—ZF
TZA=Z+—BLEFESRK
1,529,000/ 7T 2 WA Kz &
45 #57834,605,00008 7T 2 3
e

%’:}W%EEA—? TFE—R
—B HEZZ-ZTF+=A
i+—E¢¢F$EIZH&A
K EE S R142,671,100,000
75 7T 52.8,835,044,00078 7T °



Notes to the Consolidated Financial Statements

REMBEREWE

44. BUSINESS COMBINATION (contd)

(b) Disposal of Subsidiaries

44, % @

(b) HEMELF

@

Disposal of a subsidiary to a connected person (2011)

On 7th November, 2011, the Group entered into
a sale and purchase agreement with Marvel Ocean
Limited, which is wholly-owned by a Director and a
substantial shareholder of the Company, to dispose
Easy Harbour Limited, which held a residential property
located at No. 3 Deep Water Bay Road, Hong Kong
(“Connected Transaction 2011"), at a consideration of
approximately HK$497.2 million and was completed on
7th November, 2011.

(i)

S — I AT FEEAL
(=F——%)

R—ZZE—F+—H+tH &
£ & B Marvel Ocean Limited
(AARR—(EFHTER
REEBEB)FIL—MEER
HOLEBEAMUNEERKE
B3R EE W Z Easy Harbour
Limited ([ Z 2 ——FRBER
1) KRB # A497,200,000
BLTEYER T ——F+—A

+tHETEXRS -
The net liabilities of the Connected Transaction 2011 as T —FHAERSGNREER
at the date of disposal are as follows: HryaBEFEMT:
2011
HK$'000
FHER
Investment property WEME 860,000
Bank balances IRITHE A 2,042
Amounts due to the Group RBAREEFKIE (497,282)
Bank borrowings RITEE (430,000)
Deposits and receipts in advance e RTERFIE (1,406)
Creditors and accruals JETBRIA K ERHRIB (223)
Net liabilities disposed of HEAEFE (66,869)
Repayments of amounts due to BEXEARNEEFIE
the Group 497,282

Gain on disposal of a subsidiary s — M B ARz W 66,825
Cash consideration received BEReRE 497,238
Satisfied by: IATFG
Cash received R ® 497,238
Expenses incurred for disposal HEMEEZRAX (92)

497,146
Net cash inflow arising on disposal: HEREEZRERAFHE
Cash consideration RaHE 497,238
Expenses incurred for disposal HEMEEZ X (92)
Bank balances disposed of BHEZRITAR (2,042)

495,104

The gain on Connected Transaction 2011 was included
in “Other Gains and Losses, Net” (Note 15) in the
consolidated statement of comprehensive income.

Details of the Connected Transaction 2011 were
disclosed in the announcement of the Company dated

7th November, 2011.

—E R

T FPERHzKED
SARAEERERERZH
bk K B 1B F 5 | ;M (B &E
15) °

T EEERSIHER

BRARRIAHRR-T——F
ToRAERBHZATWA-

EIN=E S
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44. BUSINESS COMBINATION (contd)

(b) Disposal of Subsidiaries (Cont'd)

44, EBEE5H @

(b) HEHEAD (M)

(i)  Disposal of subsidiaries to connected persons (2010) (i)

CHINESE ESTATES HOLDINGS LIMITED

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 as at

the date of disposal were as follows:

Investment properties
Properties and other fixed assets
Debtors, deposits and prepayments
Amounts due from the Group
Pledged deposits
Bank balances and cash
Creditors and accruals
Deposits received and receipts in advance
Loan from an intermediate

holding company
Bank borrowings
Tax liabilities
Deferred tax liabilities

Net assets disposed of

Repayments of amounts due from
the Group

Repayment of loan from an intermediate
holding company

Gain on disposal of subsidiaries

Cash consideration received

Net cash inflow arising on disposal:

Cash consideration
Bank balances and cash disposed of
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HIRFZ
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FE A BR IR K FE 5t 5K IR
we RIBWHIA
RREER AR ZER

RITHRE
RIABE
BEXEFRBRE

5
B A

LEE NC]

NN

HEZRIME ARz Wa

BYIRER(E

HEREEZRERAFRE:

HReRE
EHEZRTEREAS

HEMB R ATHEAL
(ZE—FF)

RBE-_ZFT-FTF+=-A
=Et+t—BLEFEE KAEEHE
Tycoon City Limited - Energy
Kingdom Limited & Smart
Object Limited (R &R & —
NEERIZRR2EHER)
AV ZHhEREmZE URE
#8 %8 4)2,478,057,000/8 TT
£ Global Smart Ltd. Sunny
Ocean Limited - Jolly Gain
Limited » Viewide Properties
Limited - Dynamic Source
Limited » Bingo Castle Limited *
Grand Lucky Ltd.}Baharica
Limited (iR T —FF
BERS]) RN _F—
ZEXAZ+THRARZZ-F
FNAZ+THREK-

—T-EFHERSZNEER
HleBEFEWT:

2010
HK$'000
TAT

3,277,000
1
10,411
599,709
29,604
12,955
(7,805)
(56,880)

(916,814)
(778,000)

(10,123)
(12,583)

2,147,475
(599,709)

916,814
13,477

2,478,057

2,478,057
(12,955)

2,465,102



Notes to the Consolidated Financial Statements

REMBEREWE

44. BUSINESS COMBINATION (cont'd)
(b) Disposal of Subsidiaries (Cont'd)

(i)  Disposal of subsidiaries to connected persons (2010)
(Cont'd)

Details of the Connected Transaction 2010 were
disclosed in the circular of the Company dated 18th
June, 2010.

45. TRANSACTION WITH NON-CONTROLLING
INTERESTS

Acquisition of additional interest in Moon Ocean Ltd.

(“Moon Ocean”)

On 28th March, 2011, the Group entered into a sale and purchase
agreement with an independent third party to acquire 2,999 non-
voting deferred shares in Moon Ocean, representing 29.99% of
the entire issued share capital of Moon Ocean, at a total cash
consideration of HK$1,600.0 million. Moon Ocean is the owner
of the leasehold interest in the land located at Avenida Wai Long,
Taipa, Macau which is a stock of property under development held
for sale (“Macau Development”). As a result of the acquisition, the
Group owns 100% of Moon Ocean and the Macau Development.
The acquisition was completed on 28th March, 2011. The carrying
amount of the non-controlling interest in Moon Ocean on the date
of acquisition was HK$23,000. The Group recognised a decrease
in non-controlling interest of HK$23,000 and a decrease in equity
attributable to owners of the Company of HK$1,599,977,000. Stock
of properties is stated at lower of cost and net realisable value while
the non-controlling interest is stated at cost of equity investment
plus its proportionate share of carrying amount of the net assets (if
any). The consideration is determined by reference to, among other

things, the market value of the Macau Development.

44, EBEE5H @

45.

(b) HEHEAD (@)

(i) HEHBRATFHEAL
(=F—%F) (&)

—T-TFEHERFHZHBR
BERARRBHA—_ZT—FF
NATNBERZBHA-

BT RIER R 5

1B Moon Ocean Ltd. ([ Moon Ocean )
ZEBOMERS

R-E——FE=A-+N\B ANEHHR
BUB=-FFVEBEHS  WHEMoon
Ocean 2,999\ IT R REIELER D 16
Moon OceanZ BB, B 1TRR A2 29.99% 3
& R (B 4% A1,600,000,000/% 7T © Moon
OceanB U RFIKFERESEIFELE
ZEBERP2YMERFE (DRFBRIER]) 2
THEEREREE A WEFEEAEER
# 5 Moon Ocean [z 8 P93 & 18 B 100%7#
HoWBEHEER-_ZE——FZA=-FTAN
A 5efk o R U 3E B Moon Oceanz JE$25 i% ##
% AR T E /23,0007 7T« A B 5 5l 5 3E
ERESRANRRAEEAAZEGRARE
= MERRIR 23,0007 7T [ 1,599,977,0007%
T MEFERRARAEEFEMEF
BIEE R MIFTREZIZERARE
B ANEE Bl fE4E B B FERREE (145 ) 5
R-REZTELE (AP E)RMER
BRH WA

—T-FEFHR  EAEXEE
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45. TRANSACTION WITH NON-CONTROLLING 45, BEFE4EH i 2 2 5 ()
INTERESTS (cont'd)
Acquisition of additional interest in Moon Ocean Ltd. i Moon Ocean Ltd. ([ Moon Ocean |)
(“Moon Ocean”) (Cont'd) ZHEMER (5B)
2011 2010
HK$'000 HK$'000
FTERT FA&T
Carrying amount of non-controlling S FE B 2R
interest acquired ZBREE 23 -
Consideration paid to B XN —HRIFIERARE
a non-controlling shareholder ZRE (1,600,000) -
Excess of consideration recognised i P IR AN 7 R
within equity R RE (1,599,977) -
The effect of change in ownership interest in Moon Ocean without #Moon OceanZ # & & B) ifn 15 Il 1 1~ 82 &
change of control on the equity attributable to owners of the RATHEE A2 BRI 2 BB
Company is as follows: R
HK$'000
FTER
Total comprehensive income for the year attributable KR Al B A JEE A EE
to owners of the Company PHEHHERE 3,784,673
Change in equity attributable to owners of the AU EEMoon Ocean,Z 88 M &
Company arising from acquisition of additional FREAEHARBIHEAZ
interest in Moon Ocean FEAG RY AN HE 2 (1,599,977)
Net effect for change in ownership interest in RARER A Z BIERRARE
Moon Ocean without change of control on equity M Moon Ocean 2 # 2 & B if 22 ] 7
attributable to owners of the Company At 2,184,696
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REMBEREWE

46. MAJOR NON-CASH TRANSACTIONS

47.

During the years ended 31st December, 2011 and 2010, the

Group did not have major non-cash transactions.

PLEDGE OF ASSETS 47.
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 securities transactions, granted to
the Group are analysed as follows:
Investment properties REME
Properties and other fixed assets W R E M E A E
Stock of properties MEEE
Investments held-for-trading FIEEEZRE
Financial assets designated BERBRIER
as at fair value through AR BRAFE
profit or loss ZEBEE
Non-current pledged deposits e B R IF X
Current pledged deposits DL IR IRE N

In addition, the Group has subordinated and assigned its advances
to associates and advance to an investee company of approximately
HK$1,919,991,000 (2010: HK$1,805,985,000) to financial
institutions to secure general banking 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.

46. T EJ B 2R H

REZ2-_E—FRK_FT—ZFTF+=-A
Zt+—HIEFE AEETVEFZIHERS

25

BEMRH

RBEMR AEBERREAHAEES
Rz —RBITREMERBENRESFR
SMERZEEREEINOT

2011 2010
HK$000 HK$'000
FTHET THETT
32,981,748 23,787,441
485,144 488,381
2,626,322 2,219,756
514,650 2,034,179
5,226,611 5,185,429
165,441 163,031
1,539,558 24,035
43,539,474 33,902,252

N AEBME R L EEE QAR K
BEXRENRER BT -—REEKHE
BEZEBE QAR —BEIREQA
FRIE#91,919,991,0008 T (=T — T F:
1,805,985,000/%8 7t ) & 53 I % & © B 1%
B MRARAETHB AR ZEZAE
EHEANEEERETRAIEEZHS
il

—T-FEFHR  EAEXEE
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mA MR
48. CAPITAL COMMITMENTS AND 48. EREIE RN BIE
CONTINGENT LIABILITIES
(a) Capital commitments: () BEXREE:
2011 2010
HK$'000 HK$'000
THERT FET
Authorised and contracted for: EHERERLD:
Development expenditure of BERMEERAX
properties in Hong Kong 314,274 520,744
Development expenditure of AR R BE Y S 2 R RS2
properties in Mainland China 5,164,854 1,813,500
Development expenditure of RPIMEERAX
properties in Macau 500,873 100,701
Share of commitment of an associate Bih— M E Qe AE 71,164 43,238
Renovation of properties By 19,387 45,832
6,070,552 2,524,015
Authorised but not contracted for: BERUEERELD:
Development expenditure of BEREMEERAX
properties in Hong Kong 205,320 205,320
(b) Contingent liabilities: (b) ZREME:
2011 2010
HK$'000 HK$'000
THERT FA&ET
Guarantees given to banks, in respect of ~ AZEEE AR K —EES
banking facilities utilised by associates and 1% & A B R 2 BERTT
an investee company EEBERRTRHEZER 1,068,100 1,100,100
Guarantee given to a bank in respect of REZEHEWBARER—H
banking facilities in lieu of the cash public ~ $R4T A 2 5 B8 A EUE
utility deposit jointly utilised by subsidiaries 3R & /2 F 5 115 2k M 6
RITRYEZER 15,000 15,000
Repurchase guarantee given to banks in REFANBAT ZMEER
respect of mortgages facilities given to BRZEBITREET
property purchasers by subsidiaries =Bz BEER 94,399 9,235
1,177,499 1,124,335
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FREMBHRERME
48. CAPITAL COMMITMENTS AND 48. ENAEFE MR AE @)
CONTINGENT LIABILITIES (Contd)
(c) Risk management (0 BRBRER
The Group has established adequate risk management REEBHFT —ExENARER
procedures that enable it to identify measure, monitor and BF @R &8 EREkE %llﬁi\
control the various types of risk it faces. This is supplemented EH M FERRE - W H BRSNS
by active management involvement, effective internal controls ELHE  FRONBEE R R HE W
and adequate internal audits in the best interests of the HEZ WREREENRENZ -
Group.
49. OPERATING LEASES 49. ‘S E A
The Group as lessee AEBEREBEA
2011 2010
HK$°000 HK$'000
FER FHET
Minimum lease payments paid under REEREBEBMEL
operating leases in respect of EEROZN 2
premises during the year HIEH S K 3,597 896
At the end of the reporting period, the Group had commitments for RIEHR AEER A HEHEEEBLN 2
future minimum lease payments under non-cancellable operating HESEMERE 2 AER TSI AR 2 :
leases, which fall due as follows:
2011 2010
HK$'000 HK$'000
FER FET
Within one year E—FR 3,055 874
In the second to fifth year inclusive E_EFRF
(BREREMSF) 724 417
3,779 1,291
Operating lease payments represent rentals payable by the Group EEMNESEIESEREE TR TED
for certain of its office properties. Leases are negotiated for an ¥ zHe AOFHE—EMFEZH
average term of 1 to 2 years. —IRe

ST AER FAEXRE
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REPBRRMETE

49. OPERATING LEASES (contd)
The Group as lessor
Property rental income earned during the year was approximately
HK$1,513,780,000 (2010: HK$1,126,260,000) less outgoings of
approximately HK$80,456,000 (2010: HK$60,662,000).
The investment properties of the Group are expected to generate
annual rental yields of 3.13% to 13.11% (2010: 1.54% to 9.09%)
on an ongoing basis. Most of the properties held have committed
tenants for around seven years.
At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:
Within one year E—FR
In the second to fifth year inclusive EEERE

(BEEREWSF)

Over five years RENE

50. RETIREMENT BENEFIT SCHEMES

CHINESE ESTATES HOLDINGS LIMITED

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
st 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$8,177,000 (2010:
HK$6,846,000) represented contributions payable to these

schemes by the Group for the year.

Annual Report 2011

49.

50.

= LERONE)
FEEBHEA

RAFE Rz MERS WAL A1,513,780,000
BT (ZZ—24:1,126260,0008 7T ) - Mk
¥ #980,456,0007%8 7T (= Z — T F : 60,662,000
L)

REBZHEMEERAIFENSESF
31302 13.110% (ZZE—ZTF: 1.54%%
9.09% ) 2 e W - KEHFTHRMEZ
MPAERBEHOEE-

RMEMR NEBCEBEF T FIRE
RIEHES T

2011 2010
HK$'000 HK$'000
TR TAET
1,503,159 1,266,481
2,015,175 1,481,897
1,584,325 37,274
5,102,659 2,785,652

>
=
Ho|

B4R T &

W

AEB2REFBAERFORNGE 2B
RIRETE (BRI )) RoRsIME AR
it & (BB E]) - ARERREER
PR BIE B BB 2 5% = 100%H 3R (18
FRERKEE) A_TTTFF+_A—
BEMAXEEZHEEHAZMEES
AE-EEREEDFRBESEMRA
MBIz L AR -

—~ Bt

o

REEAEHARERRING 2 ERBEND

8,177,000/ 7T ( —F —ZF : 6,846,000/
70)  BIAEERAFERZETEENZ
o
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REMBEREWE

51. MATERIAL RELATED PARTY TRANSACTIONS 51,

Transactions:

Saved as disclosed elsewhere in the consolidated financial

statements, the Group had the following material transactions with

related parties during the year:

R5:
BREEMBHREREMBLDEESEI K
SERAFEHEBAZEATHEITUTERR
5

2011 2010
HK$'000 HK$'000
FTET FAT
Income received from associates: BUEE S AR 2 WA
Secretarial fee WmEER 7 7
Office rental BTIEHES - 267
Management fee ERE 72 58
Interest income A B U A 4,815 4,832
Accountancy fee & 120 120
Consultancy fee BEMZE 231 -
Management and maintenance BB —IEE
service income received from FEERF2ER
a Director and a substantial RARZ RGN
shareholder 7,919 8,523
Property management service BElm—fIEE
income from companies controlled RIEREHEBZ
by a Director and a substantial NRIZMEEERBBA
shareholder 9,964 5,632
Rent and building management fee EffgE R zZEE R
paid to associates AEEL B 2,105 1,830
Consideration received from WEBH—NEEREE
companies controlled by a Director RERER 2 RNAIZ
and a substantial shareholder: RE:
— Disposal of subsidiaries —HEMRBAT 497,238 2,478,057
— Disposal of trading properties —HEEEYWHE - 120,000

Secretarial fee, accountancy fee and consultancy fee were charged
based on an appropriate allocation of costs incurred by central
administrative departments of the Group. Office rental, rent, 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 described 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.

WEEBR @ EMBEHEEBENRASEY
RRITEREBPITELE ZKNAZEE M
WH - BFEHE HEXKAEERET
REEBE AR ZER 2 BEUESRME
E-BERE EEMRERBWA (FIEHR
BRARRBHA-ZZAF+-ATAN
HZ RN RYEERRBEA (FER
BRARRBHA-ZT-—ZTFATNB
ZIBKA) THARIREE T 155 E 2 R SR UER = H)
BWATIRBEAFEAREEERIZE R
MIZHEFHE -RHERRZRETLLR
mERE -

—T-FEFHR  EAEXEE
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Notes to the Consolidated Financial Statements

A MBMRME

51.

52.

CHINESE ESTATES HOLDINGS LIMITED

MATERIAL RELATED PARTY TRANSACTIONS
(Cont'd)

Balances:

Details of the balances with related parties at the end of the

reporting period are set out in Notes 27 and 42.

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

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, 2011 which principally affected the results or assets of

the Group.

51.

52.

BEABAEALTR S @)

mER:

PRMERR HBEBEBATZRZEHFE
HRKI 27 K42 -

TEEEAEME:
FTEZEEAEMNES N FI6RITREE -

EEREMTBRABZHMEmFMEZE S
Z2EENALRRAEMISBEREE -

TEWEA T
EERBIHEHMBRARENESER
BRATTR M TRAFEER=_Z——F

+oASt - RHAREZ $RAAES
ERE2HERAZHE

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 T/ FERe,/ BEREX/ KATFBHERA  Principal activities
- pNCEEE BEHH HEMERER AfEEX  HEMEFAEEZESL TEXH

Directly  Indirectly

E# %
Alpha Team Limited British Virgin Islands Ordinary US$1 - 100%  Investment holding
EBEBREE gl 1%7T RERR
Billion Up Limited British Virgin Islands Ordinary Us$1 - 100%  Investment holding
EREBRES gl 1%7T REZK
Cardin Factory Limited Hong Kong Ordinary HK$2 - 100%  Property development
FABAERAT ER ERR 28T and trading
NEEENER
Century Basic Limited British Virgin Islands/ Ordinary US$1 - 100%  Securities investment
Hong Kong Edily (E BHRE

HEERREHE/
0

Chi Cheung Investment Hong Kong Ordinary HK$3,387,659.87 - 61.96% Investment holding
Company, Limited* &k L@k 3,387659.87E T REER

EREXBRDA’

Annual Report 2011
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REMBEREWE

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary

WEARER

Chinese Estates, Limited

EAEXRRAA

Chinese Estates
(Harcourt House) Limited

Chinese Estates
(Macau) Limited
EANEX (RF)BERATA

Chinese Estates
(The One) Limited

Chinese Estates
(Windsor House) Limited

Conduit Road
Development Limited
TREXRAERLA

Country Homes Limited

Dollar Union Limited

ERYARRA

Ever Ideal Limited

Evergo China Holdings Limited

Place of
incorporation/
operation
ML/

Hong Kong
BA

Hong Kong
BA

Macau
RF

Hong Kong
BE

Hong Kong

Hong Kong

Hong Kong
BE

Hong Kong
BA

British Virgin Islands
RBAMSES

Bermuda/
Hong Kong

BRE/
B

Class of share/
registered
capital held
Figmt,/
M ERER

Ordinary
EER

Ordinary
EER

Ordinary
EER

Ordinary

Ordinary

L
Non-voting deferred
BERERELR

Ordinary
EER

Ordinary
Non-voting
deferred ordinary
BRFIE
Non-voting
deferred founder
EBRRE
EIEAIT AR

Ordinary
EER
Ordinary
L

Ordinary

Fully paid
share capital/
registered
capital
BrRE/
AMEE

HK$1,000
1,000/ 7

HK$200
200/ 7T

MOP$25,000
25,0002 9 &
HK$2

28T
HK$100
10070

HK$2

28T
HK$10,000
10,000/ 1T

HK$200
20078 7T
HK$164,400
164,400/ 7T
HK$1,000
1,000 7T

HK$100
100/ 7T

Us$1
E

HK$100,775,869.10
100,775,869.10/ 7T

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company
AARAFABHERE
AMEFHEZED L
Directly Indirectly
E# &
100% -

- 100%

- 100%

- 100%

- 100%

52. T EMTEBREIFFIE ()

Principal activities

TEEK

Investment holding
and provision of
management services
RERR
REREER RS

Property investment

NERE
Investment holding
REZK
Property investment

NERE

Property investment

MERE

- 70% Property development

- 100%

NEER

Property investment

NERE

- 87.5%*  Property development

- 100%

- 100%

—E R

and trading
NERRNER

Securities investment
BHEE

Investment holding

REER

EIN=E S
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52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary

WEARER

Evergo Holdings (China)

Company Limited

EXEE(PE)ARAR

Evergo Holdings
Company Limited
EXeEEERAH

Fair City Limited
EHBERAA

Fair Eagle Finance
Credit Limited
RETHAERAF

Fair Eagle Futures
Company Limited
AEHEERAA

Fair Eagle Securities
Company Limited
REERERRA

G-Prop (Holdings) Limited®®

("G-Prop")
tERERRAA®
(£E])

Clobal Stage Limited

Grand Silver Limited
(Business name:

CGrand Silver Capital Limited)

(£H2HE:

Grand Silver Capital Limited )

Grandhall Secretarial
Services Limited

HENERBERRA

Groupluck Company Limited

CHINESE ESTATES HOLDINGS LIMITED

Place of
incorporation/
operation
ML/
e it B

British Virgin Islands/
Hong Kong

EEERAES/
5B

Hong Kong

Hong Kong

Hong Kong
BE

Hong Kong

Hong Kong

Bermuda/
Hong Kong

BRE/
B

British Virgin Islands
RBEMSES

British Virgin Islands/
Hong Kong

RRARRES/
B

Hong Kong

Hong Kong
BE

Class of share/
registered
capital held
Fikt,/
M ERER

Ordinary
EER

Ordinary
#AR

Ordinary
LER

Ordinary

Ordinary
2R

Ordinary
LER

Ordinary

Ordinary
EER

Ordinary
EER

Ordinary

Ordinary

Annual Report 2011

Fully paid
share capital/
registered
capital
BrRE/
AMEX

US$2,509,454
2,509,454% T

HK$1,000
1,000/ 7

HK$2
28T

HK$10,000,000
10,000,000/ 7T

HK$5,000,000
5,000,000% 7T

HK$228,000,000
228,000,000/ 7T

HK$24,282,550.08
24,282,550.08/8 T

US$1
[E

US$1
E

HK$10,000
10,000/ 7T

HK$2
2B

N

52. X BB AR

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
AARAFABHZRE
AMEAEEZE AL
Directly Indirectly
EE &

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

|

41.93%

- 100%

- 100%

- 100%

- 100%

15 o)

Principal activities

TEXK

Investment holding

BAER

Investment holding
REER

Property development
and trading
NERRREE

Securities margin
financing

Brokering and dealing
in futures contracts
HEENRERER

Provision of brokerage

REEL R

Investment holding

REER

Securities investment
BHRE

Property development

NEER

Secretarial services

WE RS

Money lending
&
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REMBEREWE

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES 52. FE B A FF1E (#)

(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 B3 k=187 BERE/ AATMBHMERA  Principal activities
G- YNCEE e E M ERER AMEX  HMEAEEZAEIL TEEK
Directly Indirectly
BE &
Harbour Trade Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
RBAMRES Bak 1% FEHRE
Hillsborough Holdings Limited  British Virgin Islands/ Ordinary Us$1 - 100%  Property investment
Hong Kong gy E MERE
EREBRES/
0
Konshing Enterprises Limited ~ Hong Kong Ordinary HK$9,409 - 94.79%  Property development
BEEXERDF BE Lak 9,409 7T NEERE
Loyal Pride Limited British Virgin Islands Ordinary US$1 - 100%  Investment holding
BREBRA EEEBRES EER 1%7T REZK
Mass Rise Limited British Virgin Islands Ordinary Us$1 - 100%  Investment holding
ERBRAF EEERARHS EER 1% RERR
Modem City Investment Limited Hong Kong Ordinary HK$4 - 75%  Property investment
MMEREBRAA & LB 4ET NERE
Moon Ocean Ltd. British Virgin Islands Ordinary US$10,000 - 100%  Property development
REABRES Lk 10,000% 7T NERRE
Oriental Master Ltd. British Virgin Islands Ordinary Us$1 100% - Investment holding
EEEBRES EER 17T REZK
Paul Y. (New Tunnel) Limited ~ Hong Kong Ordinary HK$2 - 100%  Investment holding
RE (FRE)ERAA B EER 28T RERR
Paul Y. Holdings Cayman lslands/ Ordinary ~ HK$70,715,005.70 100% - Investment holding
Company Limited Hong Kong L@ 70,715,005.70/% T BEER
HeEs,/
Bk
Perfect World Company Limited Hong Kong Ordinary HK$10,000 - 100%  Estate management
BENEERERAT BE Lk 10,0007 70 NRER
Pinecrest International Limited ~ British Virgin Islands Ordinary Us$1 - 100%  Investment holding
RBEMRES EER 1% RERR
Pioneer Time British Virgin Islands/ Ordinary Us$1 - 100%  Property investment
Investment Limited Hong Kong LER 1%7T MERE
RERBRES/
0
Pretty Wave Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
REBERAF AEBRBARKES LER 1%7T BRRE
“E—FFH  EABEXEE 207
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(Cont'd)

Name of subsidiary

WEARER

Rich Honour Limited

SEBERAT]

River Court Properties Limited

Silver Step Limited
REBRLNA

Silvercord Limited
BRERATF
Sincere Field Limited

Smart Ocean Limited

Speed Win Limited
AEFRAF

Stable Castle Limited
ZRBRRF

Sun Power Investments Ltd.

Surplus Come Limited

BRBERAT]

The House of Kwong
Sang Hong Limited
BEEERATF

Treasure Note Limited
EBBRAA

Victor Lane Limited
HEBRATF

View Success
Investments Limited

STREARAT

CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

A MBMRME

Place of
incorporation/
operation
MR/
e it B

Hong Kong
0

Isle of Man
EBE

Hong Kong
0

Hong Kong

British Virgin Islands
REBAMRES

British Virgin Islands
RBAMSES

Hong Kong
BE

Hong Kong

British Virgin Islands/
Hong Kong

KERMREE/
R

British Virgin Islands
REBAMRES

Hong Kong

Bk

British Virgin Islands
EEERARKS

British Virgin Islands
RBAMSES

Hong Kong

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Class of share/
registered
capital held
Fi ke,
M ERER

Ordinary
EER

Ordinary
LER

Ordinary
EER

Ordinary

Ordinary

Ordinary
L

Ordinary
Ordinary

Ordinary

Ordinary

Ordinary
Ordinary

Ordinary

Ordinary

Annual Report 2011

52. X BB AR

Fully paid
share capital/
registered
capital
BrRE/
AMEE

HK$2
2B

HK$14,600
14,600/ 7T

US$1
[EY

UsSs$1
[E

HK$2
2B
HK$1
187

US$1
E

US$1
[

HK$500,000
500,000 &
US$1
E

USs$1
[ES

HK$2
28T

N

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
AARAFABHERE
AMEAEEZE AL
Directly  Indirectly
EE &

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

100%

- 61.96%

15 o)

Principal activities

TEEK

Investment holding
REER

Property investment

MERE

Property development
and trading
NERRNER

Property investment

NERE

Securities investment

BHRE

Investment holding
REER

Property development
and trading
NELRRER

Property investment

MERE

Securities investment

Property investment

NERE

Cosmetics distribution
and trading
tHmnERE S

Securities investment

Securities investment
BHRE

Property investment

MERE
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52.

PARTICULARS OF PRINCIPAL SUBSIDIARIES 52. F EM B A FEE (#)
(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 B3 k=187 BERE/ AATMBHMERA  Principal activities
G- YNCEE e E M ERER AMEX  HMEAEEZAEIL TEEK
Directly Indirectly
BE &
MWIEESEHE PRC Registered US$199,600,000 - 100%  Property development
BRRA" H FfEAR  199,600,000% T and trading
Sichuan Evergo Real Estate NEERREER
Company Limited*
FEREUME (KH) PRC Registered  US$100,000,000 - 100%  Property development
BRAFA i AR 100,000,000% T and trading
Evergo Real Estate (Chengdu) NEERLER
Company Limited”
FEXREUE(LE) PRC Registered US$10,500,000 - 100%  Property investment
BRAE TE AMEAR  10500000% 7T MERE
(Evergo Real Estate (Shanghai)
Company Limited) *
EXREE(KB) PRC Registered  US$449,400,000 - 100%  Property development
BRARA i FEAR  449,400,000% T MERR
(Evergo Enterprises (Chengdu)
Company Limited)”

None of the subsidiaries had issued any debt securities subsisting at the end of the reporting period or at any time during the
reporting period.

R EHRIPERRE R L EMERRBTEMNERE S -

# Listed company in Hong Kong
E VNG|

* 75% owned by the Group and 25% owned by Power Jade Limited
REE F5A75% K Power Jade Limited 5 A 25%

@  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.
AEREERNEECERERA.030 AKSEHEE RS NABEGE UERERAMBNEERK - S &K
ARA—ERFEERRBEBEZEREF 2 AFHEACEN2033%0KE HeENBALF ZMBERF -
Wholly foreign-owned enterprise

HNBEDRE

—T-FEFHR  EAEXEE
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53. PARTICULARS OF PRINCIPAL ASSOCIATES

53, = EHt

The Directors are of the opinion that a complete list of the S

particulars of all associates would be of excessive length and

therefore the following list contains only the associates as at 31st

December, 2011 which principally affected the results or assets of

the Group.

Name of associate

BENTER

Best Profit Limited
FEARATA

Direct Win
Development Limited
BRERERAA

Ever Sure
Investments Limited
KnREBR AT

Finedale Industries Limited

EHEZERAA

Healthy Point Limited
BHAERAT

Ocean Strong Industrial
Limited
BHEREXERRA

Power Jade Limited
(Business name:

Power Jade Capital Limited)

(£H4E:

Power Jade Capital Limited )

The Kwong Sang Hong
International Limited

LEFKEHERE
BRAF

(Shanghai Xin Mao Property
Development Co. Ltd.)"

RAEBMAEERAR

Oriental Arts Building Co. Ltd.

BERELERMEERAAS
Chongging Sino Land
Company Limited*

Place of
incorporation/
operation
HEMmE

Hong Kong
50

Hong Kong
BE

Hong Kong
BE

Hong Kong
0

Hong Kong
0

Hong Kong
BE

British Virgin Islands/
Hong Kong

EBERAESE/
EE

Bermuda
BRE

PRC
FE

PRC
FE

PRC
FE

- Wholly foreign-owned enterprise

SIEBELE

Class of share/
registered
capital held
P,/
ERERE

Ordinary
gl

Ordinary
TRk

Ordinary
gl

Ordinary
TR

Ordinary

LBk

Non-voting preferred
ERZRELR

Ordinary
gl

Ordinary
gl

Ordinary
gl

Registered
EMEAR

Registered
HMER

Registered
EMEAR

1 Sino-foreign equity joint venture enterprise

PO EREDRE

CHINESE ESTATES HOLDINGS LIMITED
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Fully paid
share capital/
registered
capital
BRRE/
HEMER

HKS1
18T

HK$900
90078 T

HK$2
28T

HK$9,999
9,999 7T

HK$2
2ETT
HK$1
18T

HK$2
28T

US$20
20ETT

HK$100,000
100,000% 7T

US$27,500,000
27,500,000 7T

US$24,920,000
24,920000% 7T

HK$5,180,000,000
5,180,000,000/% 7

NG

FRR/IHEHBEARENESRIE

BRTTR B TRRFER T ——F
ToA=+—"BHAKEZXEREER

BREIBERTZFHB-

Percentage of
equity attributable
indirectly

to the Company
DRI EES
RABSH

25%

33.33%

50%

33.33%

50%

50%

50%

50%

50%

50%

25%

Principal activities

TEEK

Property investment
and trading

Property trading

Property development
and trading
NEERNER

Property investment

NERE

Property investment

NERE

Property development
and trading
NEERNEE

Investment holding
REER

Investment holding
REER

Property investment

NERE

Property investment
and hotel operation

NERERBIELE

Property development

NEER



Notes to the Consolidated Financial Statements

REMBEREWE

54. INFORMATION ABOUT THE STATEMENT OF = 54. 2K R &) B #5AX S 3R 3% 2 B

FINANCIAL POSITION OF THE COMPANY

2011 2010
HK$'000 HK$'000
FET FA&ET
Investments in subsidiaries M@ AR E 5,140,108 5,140,018
Amounts due from subsidiaries REENETRSE /4 2,986,355 2,208,018
Other current assets Htn®EE 1,061,818 4,750,859
Amounts due to subsidiaries REMERRFIE (6,054,242) (9,058,508)
Other current liabilities HipnghaE (531) (1,766)
Financial guarantee liabilities MBERAE (195) (1.371)
Net assets BEFE 3,133,313 3,037,250
Share capital (Note 41) f& A (FE5E41) 190,762 190,762
Reserves i 2,942,551 2,846,488
Total equity R A= B %R 3,133,313 3,037,250
(@ The HKICPA has issued the new HKFRSs which are effective (@) BAEGMASDEMEAARARAR
for the Company's financial year beginning on 1st January, —E——F—-A—BRBZHBEF
2011. The application of the new HKFRSs had no material BBz B BYHERELED - A
effect on how the results and financial position for the MBSV BREENLEE NG
current or prior accounting periods have been prepared and HifE skiR T & 5T BAR 4 R B g AR
presented. NMZmERERANEREMEKR
T
The Company has undertaken to provide necessary financial ARAEAHIREMFVBER
resources to support the future operations of the subsidiaries. N RHFEMB AR Z RREE - EER
The Directors are of the opinion that the subsidiaries are R EWBRRARRAMBERE
financially resourceful in settling obligations. TEE-
(b) The carrying amount of the investments in subsidiaries is (b)

B RREREERDEHEATK
Sk
E

reduced to their recoverable amounts which are determined B¢ BRARTKESED2E R
by reference to the estimation of future cash flows expected KEZMERR 2T RKEERR
to be generated from the respective subsidiaries. BEE-

—T-FEFHR  EAEXEE



Notes to the Consolidated Financial Statements

REMBEREWE

54. INFORMATION ABOUT THE STATEMENT OF  54. "R R B Ak ik &k 2 E &

FINANCIAL POSITION OF THE COMPANY (%)

(Cont'd)

(0)  Except for the amounts due from subsidiaries and amounts © BHRBRAAXRZERXRANER A
due to subsidiaries of approximately HK$2,868,192,000 RIEF 9 BI#92,868,192,000/% 7T
(2010: HK$135,847,000) and HK$3,595,713,000 (2010: (ZE—F45:135, 8470005%77:) &
HK$2,715,569,000) respectively bear interest at rates 3,595,713,0008 L (Z T — T4
mutually agreed by both parties, the remaining balances are 2,715,569,0007% 7T, ) th' SIS
interest-free. All balances are unsecured and have no fixed FETDIRBEFHEAE BT 2K
repayment terms. a1 7%% B o P #E R 15 R N0

mETFEENRE-

(d) Profit of the Company for the year ended 31st December, d BEZZE——F+ZA=1+—HI
2011 amounted to approximately HK$134,216,000 (year FE - ARFREFEK A134,216,000
ended 31st December, 2010: HK$3,992,538,000). BT (BEZT—SF+A=+—

B IFFE : 3,992,538,000/8 70) °

55. EVENTS AFTER THE REPORTING PERIOD 55. EHIRIZE1R

The Group does not have material events after the end of the WMERREREEMBERNEHEE-
reporting period.

56. COMPARATIVE FIGURES 56. L& BT
Certain comparative figures have been reclassified to conform with ETUREBFELES UHEAFEZ
the current year's presentation. 2575

57. AUTHORISATION FOR ISSUE OF THE 57. XTI MR KR
CONSOLIDATED FINANCIAL STATEMENTS
The consolidated financial statements were approved and EEGER T —_F=ATAAER
authorised for issue by the Board of Directors on 16th March, 2012. BTG E M SR -
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Five-Year Financial Summary

T FEHERE

Summary of the results, assets and liabilities of the Group for the last five

years is as follows:

\\\\\\

For the year ended 31st December,

BZE+-A=t-BLEE

2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHET TET TET S
Results 4
Revenue LON 527,792 2,671,012 2,151,319 1,264,925 4,478,075
Profit (loss) before tax from RERERLEBL
continuing operations BianaM (BE8) 3,635,850  (8715145) 10222559  (2,960986) 9,509,965
Income tax (expense) credit PR (AZ)#E (116,146) (120,602) (175,093) 1,506,728 (1,177097)
Profit (loss) for the year from AEERERBELEEN
continuing operations a7 (EE) 3,519,704 (8,835747) 10,047,466 (1,454,258) 8,332,868
Loss for the year from TEERBEL LGS
discontinued operation £BeER - - - (1,950) -
Profit (loss) for the year AEEET (BE) 3,519,704  (8835747) 10047466  (1456208)  8332,868
Attributable to: e
Owners of the Company N/NCIE Y =UN 3,497,816 (8,858,245) 10,023,423 (1,494,376) 8,195,857
Non-controlling interests gL 21,888 22,498 24,043 38,168 137011
3519704  (8835747) 10047466  (1,456208) 8,332,868
Eamings (loss) per share (HK$) BREHN (B8B) (Br)
Basic and diluted (note) BEARES (M) 1.83 (4.60) 502 (067) 3.60
Final and interim dividends per share BRRARHE R ER S
(HK cents) (7l) 2.0 1.0 30 145 36.0
Special dividend per share (HK cents) SR RIBE (ElL) - 40.0 63.0 99.0 -

Note: The calculation of the basic and diluted earings (loss) per share is
based on the profit (loss) attributable to owners of the Company for
the years and on the weighted average number of shares in issue
during the relevant years. Diluted earnings (loss) per share was the
same as the basic earnings (loss) per share as there were no diluting
events during the relevant years.

MaE: BREANMEERRN (BE)DIREBEEFE
AREEE NG (BER) RERFE
BT 2 AT BT H - A
HBEIR REWFEZERETRN (BFR)
BERERAN (EIR)HER -

“E—FFH  EABEXEE 213



Five-Year Financial Summary

AFEPBHRE

Assets and liabilities

Total assets
Total liabilities

Total equity

Attributable to:
Owners of the Company
Non-controlling interests

Net asset value per share attributable to
owners of the Company (HK$)

Number of shares issued

CHINESE ESTATES HOLDINGS LIMITED

BERAR

BERE
AERE

RAgEBE

fEfh
ARAREBA
iR

KREBEEAREER
BEFE(ET)

EESTVESE

At 31 December,

W+=A=+-H

2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL FAT AT FAL AT
61,511,597 55056360 59359365 51877539 66,714,307
(25,143,590) (20,845509)  (15,047051)  (16,574,890)  (19,048,774)
36,368,007 34210851 44312314 35302649 47665533
35,651,332 33507866 43511661 34650593 47161638
716,675 702,985 800,653 652,056 503,895
36,368,007 34210851 44312314 35302649 47665533
18.69 1757 2231 16.68 2050
1,907,619,079 1907619079 1950,000,079 2,077750,079 2,300,443,378

Annual Report 2011



Schedule of Principal Properties

EE-%7/E UK

The following table sets forth the Group's major properties as at 31st December, 2011:

TRENAEFBR —_T——F+_A=T—BZ2E2YXE:

PROPERTIES IN HONG KONG

Properties held for investment

Location

&

1. Windsor House
311 Gloucester Road
Causeway Bay, Hong Kong
(including 157 car parking spaces)
EEXRE
ERMELSTITEINR
(BFE157E=AM)

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)
ERAE
BBEFETITEMN
(7-8:9:22+23:25"
26J%27# - 1004 %1805 F K 4M)
(BEN3MEER)

3. MassMutual Tower
38 Gloucester Road
Wanchai, Hong Kong
(including 55 car parking
spaces on basement)
XEBEAE
EBEHELITE38N
(BfEE 255 %)

4. The ONE
No. 100 Nathan Road and
nos. 1-19A Granville Road
Tsimshatsui, Kowloon, Hong Kong
The ONE
BENELDE
FZE1009 R
INE I B 1-19A%

Lot number

i AR SR

The Remaining Portions of
Inland Lot Nos. 7717 and 7718
Section A of Inland Lot No. 781 and

Sections A and C of Inland Lot No. 782

A ER7717 K% 7718%: 82 T 25
MHLER 78157 AR &
A R 7825 AR CER

Certain parts or shares of and
in Inland Lot No. 8573

M 85735 2
ETHoRHE

Certain parts or shares of and

in Inland Lot Nos. 3287 and 6936
£ 3287 16936 2
EFHoHE

The Remaining
Portion of Kowloon
Inland Lot No. 6022
BE N3 Br 602257
BTEH

BEEME
FEREME

Category of

the lease

Usage term

B HEEH

Commercial Long

[EES =3

Commercial Long

Commercial Long

Commercial Medium

[EES ]

—E—FFR

Group's
interest
%8
Frib i

100%

100%

100%

100%

EIN=E S

215



Schedule of Principal Properties

FEMEMER

PROPERTIES IN HONG KONG (contd)

Properties held for investment (Cont'd)

Location Lot number

1t B 1 B} 4R 5%

5. Silvercord Certain parts or shares of and
Shops, restaurants and food court in Kowloon Inland Lot No. 10656
on basement, shops on lower ground floor, /182 RH1.ER 1065657 2
ground floor (excluding shop no. 38), EFHoHE

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

Eiip Ll

BBENERDHEREION
wEHH EERERES

WTEE T (3e5EMmERIN) -

112 (GOREBHI) -

28 (415 EE BN -
IBREZEHR
HWE1-2:6:7:8:9:21"
244252629 30 + 34} 3550 E i

6.  Causeway Place Certain parts or shares of and
Shop nos. M1, M2, M3, N1, N2, Oand P in Inland Lot No. 7742
on ground floor Wi B 774255 2

shop nos. N2, O and P on mezzanine floor % F &4 87 %8
the whole of 1st and 2nd floors and

their respective portions of exterior walls,
together with flats C, I, 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

0488 i 7

ERMEE

BREME-THRR

MR E2-105

BEERE

#TMT M2 ~M3 N1 N2 - OKP5F 48
BEN2 ORPHAM 1B K2EZER
HEBD 2 IMEER

3EC 1 ) K L*N-0-P:Q
(BESEMZTA) RHEM

216 CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

EBDE &)

FEREWE (B)

Usage
R#

Commercial

GRS

Residential/
Commercial

EE/ %

Category of
the lease
term

HHER

Long
=35

Long
=4

Group’s
interest
£
PRt

100%

100%



Schedule of Principal Properties

FEMEMR

PROPERTIES IN HONG KONG (contd) BERYE

Properties held for investment (Cont'd) FEREWE (B)
Category of Group's
the lease interest
Location Lot number Usage term £E
1t B R R it HEER  FEER
7. Chic Castle Certain parts or shares of and Commercial Medium 75%
Various shops on in the Remaining Portions of [SES + Hj
1st, 2nd and 3rd floors Kowloon Inland Lot
President Commercial Centre Nos. 7061, 7062 and 7063
602-608 Nathan Road FLEEAMLERT061 ~ 7062 %
Mongkok, Kowloon, Hong Kong 70635582 T Eb A 2
Chich £ EFHoRHE
EBENEHA
9 21 18602-608%:
BEEmERE
18 2B R3BETHEH
8. Various Portions of Certain parts or shares of and Industrial Medium 33.330%
No. 1 Hung To Road in Kwun Tong Inland Lot No. 415 I% + H
Kwun Tong, Kowloon, Hong Kong BIEAMEA155 2
(Comprising 352 workshop units and EFHorRHE
77 car parking spaces)
BEENEBRE
BEEIRETEN
(B HE352{E 155 B h N
THEEA)
Estimated
Approx. gross
Estimated site area floor area
completion (square feet) (square feet) Category of  Group's
Stage of date WEER fhst the lease  interest
Location Lot number completion H) HE HABREER Usage term £E
2 bR TR ER TR AH (FFR) (FER) Bg  HEER  RhER
9. Sun Fair Mansions* Section M of Site formation Mid of 2013 12,030 41,020  Residential Long 100%
12 Shiu Fai Terrace Inland Lot No. 2302 work in progress ~ —Z—=% EE 3
Mid-Levels Fast and the Extension METFREIE G
Hong Kong thereto and EITH
MEAE Section X of
BERFL Infand Lot No. 2302
E-EAbL and the Extension
thereto
B 23025 MER K
HitRHH AR
3 2230255 XER |
HitR 5
* Under redevelopment
Bt
“E-—FFHR EABXKEE
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Schedule of Principal Properties

FEMEMER

PROPERTIES IN HONG KONG (contd)

Property held for sale

Location

ih B

The Hermitage

1 Hoi Wang Road
South West Kowloon
Hong Kong
FEER
EAEEENIE
MBS

Lot number

M ER 4R 5%

Kowloon Inland Lot Nos.
11167 and 11168

BRI B

111675 111685%

* Certain units have been sold after 31st December, 2011.

ETENER-T——H+-A=+—HEEL-

* Excluding all car parking spaces area.

TEEMAEMZEIE-

Properties under development held for sale

Location

3

55 Conduit Road
Hong Kong

Bt

TFEES5S:

The Coronation

1 Yau Cheung Road
South West Kowloon
Hong Kong
He-E%
BRABANE
RAEI5E

CHINESE ESTATES HOLDINGS LIMITED

Lot number

Remaining Portion of
Section A of Inland

Lot No. 2138

Sub-section 1 of

Section A of Inland

Lot No. 2138 and

Inland Lot No. 2612
213855 AR B8 T 26 7
AR 21385FAR 1 9 B
A ER 26125

Kowloon Inland
Lot No. 11073
BEHh B}

110735

Stage of
completion

TERER

Piling work and
the associated
substructure
work in progress
IR AT
#17

Superstructure
work in progress
LTERETR
ETH

Annual Report 2011

EBDE &)

FIEHEME

Approx. gross

floor area

(square feet)

BEEEBEOE Usage
(FAR) Az
7,621*%  Residential/
Commercial
T=E/TE
BEHEZBRRPYHE
Estimated
Approx. gross
site area floor area
(square (square
Estimated feet) feet)
completion it 5 E & fhat
date NE  BEEER Usage
feEtem B (FER) (FAR) ik
2013 36,000 87,800 Residential
—E-=F %
End of 2012 86,758 650,600  Residential/
—E-ZFFE Commercial
TE/m%

Group's
interest
k-]
Frib s

25%

Group's
interest
£
bR

70%

15%



Schedule of Principal Properties
TEMER K

PROPERTIES IN MAINLAND CHINA

Properties held for investment

Location

i Bh

1. Hilton Beijing
1 Dongfang Road, North Dongsanhuan Road
Chaoyang District, Beijing
EREEEEE
It mmG R
R=RALE R BI%R

2. Oriental Place
9 East Dongfang Road, North Dongsanhuan Road
Chaoyang District, Beijing
REBEBRAE
R E
RERILE - R R B

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
BESAE
LiEmRER
B R 132558 RE 15K
(TBEIEIERI0ETE)

4. Platinum
233 Taicang Road
Luwan District, Shanghai
HFERE
FEmEER
KRB 23355

5.  Lowu Commercial Plaza
79 retail shops on 1st floor
Jianshe Road, Luohu District
Shenzhen, Guangdong Province
BHBEER
BRARINTEBE
BRSO TEEM

lEPNETYE S

FEREME

Usage
Rz

Hotel/Commercial

Y a-ES

Commercial

[CES

Commercial

[EES

Commercial

[CE

Commercial

[CE

Category of
the lease
term

LR

Medium

T

Medium

&

Medium

&

Medium

T

Medium

T+

Group's
interest
&
FrihRes

50%

50%

100%

50%

100%

T -—FFH  EABXEE




Schedule of Principal Properties
TEMER K

PROPERTIES IN MAINLAND CHINA (contd)

SlEiPNGLEXCY

Properties held for sale/Properties under development BELHENE RBEPYE
Estimated
Approx. gross
site area  floor area
(square (square
Estimated feet) feet)
Stage of completion 1t 88 &5t

Location completion date EHEAH HAEEER Usage

1t B TR fhst TR B (FFR) (FBER) k=S

1. Splendid City* Phase I: Phase II: 795,625*% 3,743,000% Residential
No. 165 Yingbin Avenue Completed End of 2012 and
Jinniu District, Chengdu Phase II: 58 commercial
Sichuan Province Superstructure “E-CEERE FEREE
EE.-mERE construction
milgERBH et R work in progress
WEKRE1655 F—H:

B
EH:
FEEETRE
T
* The project will be developed in two phases. Area stated herein represents aggregate area of the whale project.
HEOMBER -ZSABRARMEEE 2ERE-

2. The Metropolis* Phase I: Phase I: 194,411% 1,652,000* Residential
East of Yixue Lane Superstructure End of 2012 and
south of Hongbu Main Street  construction £—H: commercial
and north of Tangba Street work in progress “E-CFFR EEREE
Jinjiang District, Chengdu £—8:

Sichuan Province rERETR

EB-HEZEE AT

)l R T 37 TR

E2BUR

AmEFNER

f25EH AL

* The project will be developed in phases. Area stated herein represents aggregate area of the whole project.

ERNBBRRR ZSARARERA CARE-

CHINESE ESTATES HOLDINGS LIMITED

Annual Report 2011

Group’s
interest
-

Fr it R

100%

100%



Schedule of Principal Properties

TEMER K
PROPERTIES IN MAINLAND CHINA (contd) A B K B 0 3K ()
Property held for investment under development BRPHEREDHE
Estimated
Approx. gross
site area floor area
(square (square
Estimated feet) feet) Category of Group's
Stage of completion & fhst the lease interest
Location completion date EENY LREER Usage term &8
b TR B EEERAEH (FFR) (FER) R# HARR bR
1. Chinese Estates Plaza* Superstructure Commercial 404,267* 3,229,000* Residential Medium 100%
East of Sanguigian Street construction portion: and o
south of East Dagiang Street work in progress End of 2013 commercial
west of South Taisheng Road ~ EEEETIE Residential FEREE
and north of Tidu Street ETH portion:
Qingyang District, Chengdu End of 2014
Sichuan Province [EEN
ZFERS “T-ZFEE
mIEKEBTEFR FEHH:
ZEAENR “E-NEEFE
AiERE AR
AFERARR
BB
* The project will be developed in phases. Area stated herein represents aggregate area of the whole project.

ERNBRER ZSARARERA ZARE.

T -—FFH  EABXEE




Schedule of Principal Properties
TEMER K

PROPERTIES IN MAINLAND

CHINA (Cont'd)

SlEiPNGLEXCY

Properties held for development FERREYE
Estimated
Approx. gross
site area floor area
(square (square
Estimated feet) feet) Group's
Stage of completion b frst interest
Name of project Location completion date EBAY LEEEE Usage &8
HEER bk TR Rz A (FAR) (FER) ik S RY 4
1. Huaxinjie Street No. 1 Zhongxin Section In design stage Phase I:  2,207546*  11,086,000% Residential, 25%
Development* and Qiaobei Village TR B Third quarter commercial
Chongging Huaxinjie Street of 2016 and school
EEW Jiangbei District £ e w%
EHHEE Chongging ZZ-RF RER
BRER* BEEMILE £=%
EREEE
Bk
PR
* The project will be developed in four phases. Area stated herein represents aggregate area of the whole project.
HERAUABR -ZEABEAREER Q@G-
2. Yin Xing Ken District Southeast exterior of Phase I: Phase I: 14,370,000  17010,000¢ Residential, 490*
Development** Yin Xing Ken District Superstructure First quarter commercial
Qidong Yinyang Town construction of 2013 and resort
BEm Qidong work in progress £—8: FE HE
REEE Jiangsu Province -l ik —E-=F RER
BREEY IHERMRD LERETE F-F
ERERREER Eirh
MBI A
* The Group invested indirectly in the project since 22nd June, 2011.
AREE-T——F AT HREERERNILIER
* The project will be developed in phases. Area stated herein represents aggregate area of the whole project.

HERPRRER ZSAERRARE ZREE-

CHINESE ESTATES HOLDINGS LIMITED

Annual Report 2011



Schedule of Principal Properties

EERMEME

PROPERTY IN MACAU

Property under development held for sale

Location Lot number
1t 2 R
1. La Scala* Parcels 1C1, 1C2, 1C3,

Avenida Wai Long

23, 2b, 2d, 3, 4a, 4b,

Taipa, Macau 5al, 5a2, 5a3, 5b1, 5b2,
g mEt 5b3, 5b4, 5b5, 5b6,
BT A3a, A3b, Ada, Adb,
BESR Ela E1b, E2 and E3

w11 102103
2a~2b-2d-3-4a-4b-

5al ~5a2 *5a3 ~5b1 ~5b2
5b3 + 5b4 +5b5 + 5b6
A3a~A3b-Ada-Adb-
Ela~E1b E2JME3

ERNBRER ZSARARERA CARE.

* Excluding car park area and outdoor facilities area.

TRERESEERENREHE-

Stage of
completion
e R B

Phase I:

Site formation
waork in progress
F-8:
WETEIR
EiTh

ek 3
FEHEZBRETYE
Estimated
Approx. gross
sitearea  floor area
(square (square
Estimated feet) feet)
completion g fiat
date EENY LEAEE
st R BEE (FER) (FHER)
Phase I 890,301*  5,786,296**
2014
F—H:
—T-mF

The project will be developed in phases. Area stated herein represents aggregate area of the whole project.

Group's

interest

Usage 58
R FrEER

Residential 1000+

FE

* On 28th March, 2011, the Group acquired the remaining 29.99% equity interest. As a result, the Group owned 100% interest in the property.
RZE-——FZAZ+N\B FEEE A T29.99% 2 RAES - &t REETEZ Y 10005

PROPERTY IN THE UNITED KINGDOM

Property held for investment

Location

i B

1. River Court
116-129 Fleet Street
London, EC4, United Kingdom
River Court
B R BECA
Fleet Street 116-1295%

R E
BFEREME
Category of
the lease
Usage term
A% sl k]
Commercial Freehold
[SES KA ERE

Group's
interest
£H
Pt R

100%

T -—FFH  EABXEE
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Schedule of Property Development Rights
) =% 2% FR RE 2 B R

PROPERTY IN HONG KONG ENEE/ES
Property under development held for sale BEHEZBRREPYHE
Estimated
Approx. gross
site area  floor area
(square (square
Estimated feet) feet) Group's
Stage of completion & fhst interest
Location Lot number completion date EEAY HAEEEE Usage £8
% RS 2 BB B TR S (FAR) (FER) B iR
1. One WanChai Section F and Superstructure End of 2012 15,910 159,700  Residential/ 87.5%
1 Wanchai Road the Remaining work in progress T —ZFFK Commercial (Notes
Wanchai Portion of tETR FE/HE  1and2)
Hong Kong Inland Lot EiTh (M1 R2)
=R No. 8953
BBER 3 RBIS3HFER
B E1R HERTHS
Notes:
Bt :
1. 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.
DRREFSERTRERR ([TRER]) (RLHERARCEEA) RRZEZER ZNEFERENMEZERA DL
2. 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.
TE(E % 3 BT 2 87501 5 A5 % 1B A 5 M5 Power Jade Limited ( #5724 81 2500 E i 28 ) A5 12.50% 7 R R 825 -
3. 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.

EETERAECAEEEY RUBATHAARBREXNARRES THRKBEAABRBECBRARBEERFRAI R TR ARE
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