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RESULTS

Continuing Operations
Revenue

Revenue for the Year amounted to HK$2,627.3 million (2013:
HK$6,452.7 million), a 59.3% decrease over last year and comprised
gross rental income of HK$1,939.4 million (2013: HK$1,791.3 million),
property sales of HK$617.1 million (2013: HK$4,651.6 million), profit on
sales of investments held-for-trading on a net basis of HK$29.1 million
(2013: loss of HK$44.4 million) and others of HK$41.7 million (2013:
HK$54.2 million). The decrease in revenue was mainly due to the

decrease in sales of development properties.

Gross Profit

Gross profit for the Year amounted to HK$2,204.6 million (2013:
HK$2,760.7 million), a 20.1% decrease as compared with last year which
was mainly due to the decrease in profit from property sales of HK$706.0

million.
Property Leasing

For property leasing, the rental revenue in retail section jumped by 8.6%
to HK$1,279.5 million and rental revenue in non-retail section jumped
by 7.5% to HK$659.9 million during the Year. The total rental income in
revenue for the Year recorded an increase of 8.3% to HK$1,939.4 million

as compared with last year of HK$1,791.3 million.

Together with the attributable rental revenue generated from associates
and an investee of HK$221.2 million (2013: HK$212.5 million), the total
attributable rental revenue to the Group after non-controlling interests
reached approximately HK$2,159.0 million (2013: HK$2,002.8 million),

which achieved an 7.8% increase over last year.

Attributable net rental income for the Year showed HK$2,011.0 million, an
7.7% increase over HK$1,867.7 million in 2013.

Property Development and Trading

During the Year, the attributable property sales revenue and the relevant
attributable profit from the Group, its associates and an investee recorded
a decrease of 52.19% to HK$2,056.6 million (2013: HK$4,291.4 million)
and a decrease of 22.4% to HK$715.0 million (2013: HK$921.3 million)

respectively.
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RESULTS (Cont'd)

Continuing Operations (Cont'd)
Property Development and Trading (Cont'd)

In the year of 2013, the Group's development projects, mainly One
WanChai in Wanchai (87.5% interest) (which was completed in early
2013) and Phase Il of Splendid City in Chengdu (100% interest) (which
was completed in December 2012), contributed substantial revenue and
attributable profit to the Group. Whereas, there was no development
project completed in the year of 2014 and hence recorded a decrease in

revenue and attributable profit for the Year.

The major components recorded in gross profit are sales of: Phase |,
Phase Il and parking spaces of Splendid City generated profit of HK$6.3
million (2013: an underprovision of construction costs for previously
sold units of HK$168.7 million), HK$41.5 million (2013: HK$286.3
million) and HK$124.8 million (2013: nil) respectively and Tower 1
of The Metropolis in Chengdu (100% interest) generated profit of
HK$64.1 million (2013: loss of HK$16.8 million (after accounted for an
underprovision of construction costs for previously sold units of HK$39.7

million)).

Sales of One WanChai and parking spaces at The Zenith in Wanchai
(87.5% interest) recognised during the Year had contributed an
attributable profit to the Group of HK$78.8 million (2013: HK$810.3
million) and HK$5.9 million (2013: HK$7.3 million) respectively.

In respect of properties held by associates, Kwong Kin Trade Centre in
Tuen Mun (40% interest) and Greenville Residence in Yuen Long (50%
interest) generated profit of HK$3.6 million (2013: HK$2.7 million)
and HK$0.1 million (2013: HK$0.2 million) respectively as reflected
in the share of results of associates. Sale of The Coronation in West
Kowloon (15% interest) had contributed HK$389.9 million (2013: nil) to

investment income upon recognition of dividend income during the Year.

During the Year, the forfeited deposits received for Phase Il of Splendid
City and Tower 1 of The Metropolis totaling HK$0.3 million (2013: HK$0.3

million) was recorded in other income.

As at 31st December, 2014, deposits received from presale of 88 units of
One South Lane in Kennedy Town (100% interest) with contracted sale
of HK$469.2 million amounted to HK$417.5 million. The presale recorded
for The Coronation in Chongging (25% interest) was 535 units and the

attributable interest of sales to the Group was HK$184.9 million.
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RESULTS (Cont'd)

Continuing Operations (Cont'd)
Property Development and Trading (Cont'd)

In summary, the Group together with associates and an investee executed
properties sale agreements, including presale agreements to third parties
and connected persons (as disclosed in the section headed “Disposals
of Subsidiaries and Assets to Connected Persons”) with an attributable
contracted sales of HK$1,159.3 million (2013: HK$2,145.7 million) during
the Year. Total attributable property sale profit recognised for the Year was
HK$715.0 million (2013: HK$921.3 million).

Securities Investments

Under the low interest rate environment, the Group has closely managed
the securities investments with a view to yield enhancement. During
the Year, the Group recorded a realised gain of HK$29.1 million (2013:
realised loss of HK$44.4 million) on disposal of listed investments held-
for-trading (the gains/losses of which was included in revenue) with gross
proceeds of HK$466.9 million (2013: HK$2,457.1 million). However, a
realised loss from sale of bonds of HK$140.3 million (2013: realised gain
of HK$151.7 million) and a realised gain from sale of preference shares of
HK$1.2 million (2013: nil) were recognised. The net realised loss for the
Year was HK$110.0 million (2013: net realised gain of HK$107.3 million).

Furthermore, the Group recorded an unrealised loss of HK$402.5 million
(2013: HK$85.5 million) representing the changes in fair value of listed

securities and bonds, which had no effect to the cash flow of the Group.

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

securities included in available-for-sale investments.

Summing up the above and adding the net income from dividend, interest
income, other investment income and other finance income of HK$748.7
million (2013: net income from dividend, interest income, other
investment income and other finance costs of HK$834.2 million), the
gain recognised on securities investments was HK$236.2 million (2013:
HK$856.0 million).

The respective income/expense from securities investments under

different categories are further elaborated below.

CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2014

E 4

BESEES ()

WESEREE (£)

GEME ARERAEEERS MBS AR~
METREAABIALE (RERE=ERNE

AT (RIEHENBRARREETFHEAT] — &K
) 2 EEWR) 2 ENHE S5 R1,159,300,000/%
T (ZZF—=%1:2,145,700,0008 ) - R AFEE
TR 2 FEAG W) % 38 & & M) 42 88 /2715,000,0007% 7T
(ZZ—=%:921,300,00087T) °

FEEFERRET  AEECEYEBEFRE ER
B o RAFE AEEREREEEY LTRAM
815 2 B IR INEE 429,100,000 7T (ZT— =4
B & 10 E51844,400,000870) (HUzs EBEE8E
RUAR) - FT15 85 & 42 %8 /466,900,000 7T ( =
%—E$:24571000005%ﬁ:)oﬁﬁvtﬂ’%%\%‘ﬁz

%38 5518 5140,300,0008 L (ZE—=F: 2
Qiﬁuﬁz £151,700,0007 7T ) * LA B2 & 3 56 3% B 8%
B BIRINEEA1,200,0008 7T (ZE—=4F ) -
E/\%Eﬁmﬁﬁféﬂ%% #/5110,000,0005 7T (=&
— =& B #E W= FFE107,300,00075T) ©

beSh ARERGRE MRS RESZ A FEE
B2 R BB E18 /3402,500,0008 7T (— B —=4:
85,500,000/ L)  HAKBERE RELHTE

RAFER EFE AEBEYEEE LD EEAF
EREZ EHIRAES -

AT £ RNARR B FLEBUWA - H A & WA K&
H b BF 5 A 2 W A F B /748,700,000 7T (=
T—=F:RE FIBUWRA EMmERAREAM
B 7% & A 2 WA F5E834,200,0008 7T ) © B H K
B2 HER W A236,200,0008 T (T —=4F:
856,000,000 7T ) ©

W3R B R AR B R E A B M —
S o



RESULTS (Cont'd)

Continuing Operations (Cont'd)
Listed Available-for-sale Equity Investments

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

equity investments for the years of 2014 and 2013.
Listed Investments Held-for-trading and Treasury Products

The listed investments held-for-trading and treasury products recorded a
profit before and after finance income of HK$225.5 million and HK$236.2
million respectively for the Year (2013: profit before and after finance
costs of HK$912.6 million and HK$856.0 million respectively).

Profit from the listed investments held-for-trading reflected in the
consolidated statement of comprehensive income for the Year comprised
a gross profit totaling HK$29.1 million (2013: gross loss of HK$44.4
million), an unrealised loss on fair value changes of HK$402.5 million
(2013: HK$85.5 million), a realised loss on bonds of HK$140.3 million
(2013: realised gain of HK$151.7 million), a realised gain of preference
shares of HK$1.2 million (2013: nil) and dividend, interest income and
other investment income of HK$738.0 million (2013: HK$890.8 million).
Net relevant finance income for the Year was HK$10.7 million (2013: net
relevant finance cost of HK$56.6 million) including interest expense of
HK$22.1 million (2013: HK$42.1 million) and exchange gain of HK$32.8
million (2013: exchange loss of HK$14.5 million).

Other Income and Expenses

Other income for the Year, which mainly came from net building
management fee income, asset management and maintenance services
income, property management services, leasing administration services
and property administration services income and rental services income,
increased to HK$95.2 million (2013: net building management fee
income, management and maintenance services income and loan note
interest income of HK$79.2 million), representing an increase of 20.2%

as compared with last year.
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RESULTS (Cont'd)

Continuing Operations (Cont'd)
Other Income and Expenses (Cont'd)

During the Year, administrative expenses decreased by 3.7% to HK$296.3
million (2013: HK$307.8 million), costs of development recognised in
respect of property project in Macau Special Administrative Region of the
People's Republic of China ("Macau”) of HK$6.5 million (2013: HK$22.0
million) and finance costs decreased by 12.9% to HK$395.0 million
(2013: HK$453.6 million), including exchange gain of HK$32.8 million
(2013: exchange loss of HK$14.5 million) on foreign currency loans
hedged for foreign currency securities investments. Other expenses of
HK$122.1 million (2013: HK$2.5 million) for the Year mainly consisted
of interest on sales deposits repaid to promissory purchasers of presold
property units under the La Scala project and pre-operating expenses

incurred by the hotel in Chengdu.

Other gains and losses recorded a net gain of HK$2,912.4 million mainly
comprised gain on disposal of the Group’s entire interest in Value Eight
Limited (“Value Eight"), an indirect wholly-owned subsidiary of the
Company, and its subsidiaries (“Moon Ocean Group”) (“Moon Ocean
Disposal”) of HK$2,917.6 million (2013: HK$202.8 million mainly derived
from gain on disposal of the Group's entire 61.96% interest of Chi
Cheung Investment Company, Limited (now known as LT Commercial
Real Estate Limited) (“Chi Cheung Disposal”) of HK$198.5 million).

Disposals of Subsidiaries and Assets to Connected Persons

On 1st September, 2014, (i) Data Dynasty Limited (“Data Dynasty"),
an indirect wholly-owned subsidiary of the Company; (ii) the Company,
being the guarantor of Data Dynasty; (iii) One Midland Limited (“One
Midland”), a company wholly-owned by Mr. Joseph Lau, Luen-hung
("Mr. Joseph Lau"); and (iv) Mr. Joseph Lau, being the guarantor of One
Midland, entered into a sale and purchase agreement pursuant to which
Data Dynasty agreed to sell and One Midland agreed to purchase the
entire issued share capital of Value Eight. The Moon Ocean Disposal was
completed on 31st October, 2014 at a consideration of approximately
HK$4,876.2 million. Since then, the Moon Ocean Group ceased to
be subsidiaries of the Group and its consolidated results, assets and
liabilities were ceased to be consolidated with those of the Group. Upon
completion of the Moon Ocean Disposal, gain on disposal of subsidiaries
of HK$2,917.6 million was recognised in the consolidated statement of
comprehensive income. Details of the Moon Ocean Disposal were set out
in the announcement and circular of the Company dated 2nd September,
2014 and 23rd September, 2014 respectively.
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RESULTS (Cont'd)

Continuing Operations (Cont'd)
Disposals of Subsidiaries and Assets to Connected Persons (Cont'd)

As set out in the Company's announcement dated 19th February, 2014,
close family members of a Director entered into a preliminary sale and
purchase agreement for acquisition of a residential unit, a car parking
space and a motorcycle parking space of One WanChai, the Group's stock
of property held for sale, at a consideration of approximately HK$51.2
million. The transaction was completed on 14th April, 2014.

During the year ended 31st December, 2013, an indirect wholly-
owned subsidiary of the Company has entered into preliminary sale and
purchase agreements with three companies wholly-owned by a close
family member of the then Director and a controlling shareholder of the
Company, in respect of the sale of three shops of Causeway Place with an
aggregate consideration of approximately HK$39.1 million (after discount).

The transactions were completed on 7th October, 2014.
Associates

The share of results of associates for the Year was a profit of HK$187.3
million as compared to HK$350.9 million for last year, the decrease of
which was mainly due to the decrease in attributable profit from sale
of One WanChai (12.5% interest) indirectly held by an associate from
HK$113.3 million for last year to HK$11.1 million for the Year.

Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31st December, 2014, by B.l. Appraisals Limited
("B.I. Appraisals”) and Vigers Appraisal and Consulting Limited (“Vigers
Appraisal”) whereas the investment property in the United Kingdom was
revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”). B.I.
Appraisals, Vigers Appraisal and Peak Vision Appraisals are independent
property valuers. An increase in fair value on investment properties of
HK$3,777.1 million (2013: HK$3,402.9 million) was recorded during the
Year. Except for a loss of HK$0.3 million (2013: gain of HK$491.4 million)
realised upon sale of certain investment properties during the Year, the

unrealised fair value gain will not affect the cash flow of the Group.
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RESULTS (Cont'd)
Discontinued Operation

The operating segment of “floating rate and fixed rate notes” on available-
for-sale investments was discontinued since year 2012 as a result of the
Chi Cheung Disposal and the the disposal of the Group's entire 41.93%
interest in G-Prop (Holdings) Limited (now known as Common Splendor
International Health Industry Group Limited). Details of the discontinued
operation are set out in Note 12 to these consolidated financial
statements.

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

Continuing and Discontinued Operations
Profit

Profit attributable to owners of the Company for the Year was HK$8,744.9
million as compared to HK$6,317.7 million for last year. The increase in
profit for the Year was mainly contributed from gain on disposal of Moon
Ocean Group of HK$2,917.6 million. Earnings per share for the Year was
HK$4.58 (2013: HK$3.31).

Core Profit

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

If the net gain on the major non-cash items of HK$3,877.4 million (2013:
HK$2,917.6 million) are excluded, but the realised fair value loss on
disposal of investment properties in current year recognised for the Year
of HK$0.3 million (2013: realised fair value gain of HK$491.4 million)
is retained and the accumulated realised fair value gain on disposals
of investment properties recognised in prior years of HK$55.0 million
(2013: HK$356.7 million) is included, the Group will have a core profit
attributable to owners of the Company for the Year of HK$4,922.5 million
(2013: HK$3,756.8 million) and a core earnings per share of HK258.0
cents (2013: HK196.9 cents), an increase of 31.0% over last year.

The major non-cash items represented the attributable unrealised fair
value gain on investment properties together with their respective deferred
tax from the Group and its associates of HK$3,877.4 million (2013:
HK$2,917.6 million).
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO
(Cont'd)

Continuing and Discontinued Operations (Cont'd)

Dividends

Final dividend of HK50 cents (year ended 31st December, 2012: HK20
cents) per share in total amount of HK$953.8 million for the year ended
31st December, 2013 was paid in cash on 6th June, 2014.

Interim dividend of HK30 cents (half year ended 30th June, 2013: HK20
cents) per share in total amount of HK$572.3 million for the half year
ended 30th June, 2014 was paid in cash on 24th September, 2014.

Special interim dividend of HK$2.55 (2013: HK$1 for the year ended 31st
December, 2012 and HK$1.3 for the half year ended 30th June, 2013)
per share in total amount of HK$4,864.4 million for the year ended 31st
December, 2014 was paid in cash on 31st October, 2014.

Total dividends of HK$6,390.5 million were paid in cash during the Year.
A special interim dividend of HK$4 per share was declared on 16th
December, 2014 and subsequently paid in cash on 13th January, 2015 in
total amount of HK$7,630.5 million. The total dividends paid and declared
in the Year were HK$14,021.0 million.

Repurchase

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

share.
Cash Payment Ratio

Based on (a) the core profit for the Year of HK$4,922.5 million (2013:
HK$3,756.8 million) or HK258.0 cents (2013: HK196.9 cents) per share;
(b) cash final dividend for the Year of HK1 cent (2013: HK50 cents) per
share proposed; and (c) cash interim dividend of HK30 cents (2013:
HK20 cents) per share and cash special interim dividend of HK$2.55
(2013: HK$1.3) per share were paid during the Year, the ratio of such
cash payment to the core profit is 110.9% (2013: 101.6%).
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NET ASSET VALUE

As at 31st December, 2014, the Group's total net asset to owners of
the Company amounted to approximately HK$41,567.4 million (2013:
HK$47,103.7 million), a decrease of HK$5,536.3 million or 11.8% when
compared with 2013. With the total number of ordinary shares in issue of
1,907,619,079 as at 31st December, 2014 (2013: 1,907,619,079 shares),
the net asset value per share to owners of the Company was HK$21.79
(2013: HK$24.69) per share. The movement in net asset value was
mainly due to (a) total comprehensive income for the Year attributable
to owners of the Company of HK$8,484.6 million; (b) payment of final,
interim and special interim dividends of HK$6,390.5 million and (c)

declaration of special interim dividend of HK$7,630.5 million.

There was no transaction on the listed equity securities investments
categorised as available-for-sale investments for the Year. The carrying
amounts of the listed equity securities investments reserve as at 31st
December, 2014 and 2013 were nil.

Other than the disposals of Brass Ring Limited (“Brass Ring"), Union
Leader Limited (“Union Leader”) and Chinese Estates and Finance,
Limited (now known as Silvercord Finance Limited) (“CE Finance”) and
their respective subsidiaries (collectively “Silvercord Group™) (“Silvercord
Disposal”) (as disclosed in paragraph “Assets Classified as Held for Sale/
Liabilities Directly Associated with Assets Classified as Held for Sale”
below), the commitment for an equity investment (as disclosed in
paragraph “Unlisted Securities Investment” below), the disposal of Asian
East Limited, an indirect wholly-owned subsidiary of the Company, and its
subsidiaries (“One Disposal”) (details of the One Disposal were set out in
the announcement and circular of the Company dated 12th December,
2014 and 7th January, 2015 respectively), the existing projects and those
disclosed in the final results, the Group did not have material acquisition
or disposal of assets and any future plans for material investment or

capital assets.

SECURITIES INVESTMENTS

As at 31st December, 2013, the carrying amount of the listed securities
investments and treasury products was HK$13,013.1 million. During the
Year, the portfolio was decreased by a net disposal of HK$7,481.8 million.
After deducting the fair value loss of HK$402.5 million for the Year, the
listed securities investments and treasury products portfolio of the Group
became HK$5,128.8 million as at 31st December, 2014 representing
7.2% of total assets, which formed part of the Group's cash management

activities.
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SECURITIES INVESTMENTS (contd)

As at 31st December, 2014, the portfolio of HK$5,128.8 million (2013:
HK$13,013.1 million) comprised (a) listed equity securities (investments
held-for-trading) of HK$501.9 million (2013: HK$894.8 million) and (b)
bonds (financial assets designated as at fair value through profit or loss) of
HK$4,626.9 million (2013: HK$12,118.3 million).

Unlisted Securities Investment

As at 31st December, 2013, the Group had invested approximately
US$917,000 in an exempted limited partnership registered under the
Exempted Limited Partnership Law (Revised) of the Cayman Islands
("Cayman Islands Partnership”) for capital commitment in contribution
of US$50.0 million (equivalent to approximately HK$387.6 million).
During the Year, the Group entered into a withdrawal agreement for
Cayman Islands Partnership and ceased to be a limited partner of the
Cayman Islands Partnership. On the same date, the Group entered into
a subscription agreement for commitment in contribution of Renminbi
("RMB") 300 million (equivalent to approximately HK$374.4 million) in
a limited partnership registered under the Partnership Enterprise Law of
The People’s Republic of China (“PRC") (“PRC Partnership”). The PRC
Partnership with a term of ten years was set up mainly for the purpose
of long term capital investment. As at 31st December, 2014, the Group
has contributed RMB48.2 million (equivalent to approximately HK$60.2
million) to the PRC Partnership which was included in available-for-sale

investments.

During the Year, the Group has invested US$10.0 million (equivalent to
approximately HK$77.6 million) in a private investment fund, the fund and
its management company are exempted companies with limited liability
incorporated in the Cayman Islands. The investment was also included in

available-for-sale investments.
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ASSETS CLASSIFIED AS HELD FOR SALE/
LIABILITIES DIRECTLY ASSOCIATED WITH
ASSETS CLASSIFIED AS HELD FOR SALE

On 1st September, 2014, (i) Super Series Limited (“Super Series"), an
indirect wholly-owned subsidiary of the Company; (i) the Company, being
the guarantor of Super Series; (iii) Fly High Target, a company wholly-
owned by Mr. Joseph Lau; and (iv) Mr. Joseph Lau, being the guarantor of
Fly High Target Limited ("Fly High Target"), entered into sale and purchase
agreements, namely “Silvercord First SP Agreement” and “Silvercord
Second SP Agreement”, pursuant to which Super Series agreed to sell
and Fly High Target agreed to purchase the entire issued share capital of
Brass Ring and Union Leader respectively, both are indirect wholly-owned

subsidiaries of the Company.

On the same day, (i) Chinese Estates, Limited (“CEL"), a direct wholly-
owned subsidiary of the Company; (ii) the Company, being the guarantor
of CEL; (iii) Coast Field Ltd. ("Coast Field"), a company wholly-owned by
Mr. Joseph Lau; and (iv) Mr. Joseph Lau, being the guarantor of Coast
Field, entered into a sale and purchase agreement, namely “Silvercord
Third SP Agreement”, pursuant to which CEL agreed to sell and Coast
Field agreed to purchase the entire issued share capital of CE Finance, an

indirect wholly-owned subsidiary of the Company.

The aforementioned disposals were completed on 13th January, 2015
at a total consideration of approximately HK$7,656.1 million. As a result,
the assets and liabilities of the Silvercord Group have been presented
as assets classified as held for sale and liabilities directly associated with
assets classified as held for sale respectively as at 31st December, 2014
in accordance with HKFRS 5 “Non-current Assets Held for Sale and

Discontinued Operations”.

Details of the Silvercord Disposal were set out in the announcement
and circular of the Company dated 2nd September, 2014 and 23rd
September, 2014 respectively.

RISK MANAGEMENT

The Group has established adequate risk management procedures that
enable it to identify, measure, monitor and control various types of risk it
faces. This is supplemented by active management involvement, effective
internal controls and adequate internal audit in the best interests of the

Group.
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EQUITY

The number of issued ordinary shares as at 31st December, 2014 and
2013 were 1,907,619,079.

DEBT AND GEARING

As at 31st December, 2014, the Group's bank and other borrowings
amounted to HK$16,548.9 million (excluding bank borrowing classified
as liabilities directly associated with assets classified as held for sale)
(2013: HK$23,911.0 million). Cash and deposits at banks amounted to
HK$4,719.2 million (excluding cash and deposits at banks presented as
assets classified as held for sale) (2013: HK$3,881.3 million), pledged
deposits amounted to HK$868.7 million (2013: HK$1,211.6 million) and
net borrowings amounted to HK$10,961.0 million (2013: HK$18,818.1

million).

Total debt to equity ratio was 39.7% (2013: 50.7%) and net debt
to equity ratio was 26.3% (2013: 39.9%), which are expressed as a
percentage of total borrowings, and net borrowings, respectively, over the
total equity of HK$41,652.6 million (2013: HK$47,189.8 million). The
decrease in the total debt to equity ratio and the net debt to equity ratio

were mainly due to the decrease in borrowings.

However, if the listed securities investments and treasury products of
HK$5,128.8 million (2013: HK$13,013.1 million) are included, the net
debt to equity ratio will be 14.0% (2013: 12.3%).

As at 31st December, 2014, the Group's bank and other borrowings
were denominated in HK$ (69.4%), US$ (0.19%), Pound Sterling ("GBP")
(19.29%) and RMB (11.3%). Of the Group's bank and other borrowings
of HK$16,548.9 million (excluding bank borrowings classified as liabilities
directly associated with assets classified as held for sale), 40.5%, 48.2%
and 11.3% were repayable within 1 year, 1 to 2 years and 2 to 5 years
respectively. US$ and GBP investment securities were hedged by US$
and GBP borrowings respectively. The Group's bank and other borrowings
in HK$, US$ and GBP were carried at interest rates calculated mainly
with reference to Hong Kong Interbank Offer Rate/cost of funds; bank
borrowing in GBP was effectively carried at fixed rate; and bank borrowing
in RMB was carried at interest rates calculated with reference to borrowing
rates quoted by Peoples’ Bank of China. As at 31st December, 2014,
about 82.0% of the Group's borrowings were on floating rate basis and
18.0% were on fixed rate basis. No hedging for interest rate is subsisted

at the end of the reporting period.
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PLEDGE OF ASSETS

As at 31st December, 2014, the Group had pledged the following assets:

(a) The Group's investment properties, properties and other fixed
assets and time deposits with their respective carrying amount of
approximately HK$44,156.9 million (2013: HK$40,888.1 million),
HK$1,509.3 million (2013: HK$512.1 million) and HK$857.9
million (2013: HK$699.2 million) were pledged to the Group's
bankers to secure general banking and loan facilities granted to the

Group.

(b) The Group's investments held-for-trading and bonds with carrying
amounts of approximately HK$5,048.7 million (2013: HK$13,013.1
million) and cash deposits of HK$10.8 million (2013: HK$512.4
million) were pledged to the Group's financial institutions to secure
margin and securities facilities granted to the Group in respect of
securities transactions, of which approximately HK$1,713.7 million
(2013: HK$6,453.1 million) was utilised as at 31st December,

2014 as borrowings due within one year.

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

the Group.

(d) The Group has subordinated and assigned its advances to
associates of approximately HK$1,679.4 million (2013: HK$1,626.8
million) to financial institutions to secure general banking credit

facilities granted to the associates.

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 (i) the satisfaction of mortgaged

loan by the purchasers of properties.
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REPURCHASE GUARANTEE (contd)

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, 2014 was RMB15.8 million (equivalent to approximately
HK$19.7 million) (2013: RMB128.3 million (equivalent to approximately
HK$164.1 million)) and disclosed in the contingent liabilities.

FINANCIAL AND INTEREST INCOME/
EXPENSES

Continuing and Discontinued Operations

Interest income was included in revenue and investment income (2013:
included in revenue, other income and investment income). Interest
income for the Year was HK$739.0 million, representing a decrease of
20.5% from that of 2013 of HK$930.0 million.

Finance costs included interest expenses on bank loan, other loans and
amount due to a non-controlling shareholder; exchange difference on
foreign currency loans; and arrangement fee and facility and commitment
fee expenses. Interest expenses for the Year amounted to HK$380.3
million, representing a slight decrease of 0.4% over 2013 of HK$382.0
million. Interest capitalised for the Year was HK$142.3 million as
compared to HK$134.2 million for last year. The average interest rate over
the year under review was 2.53% (2013: 2.30%), which was expressed

as a percentage of total interest paid over the average total borrowings.

REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31st December, 2014, the Group employed a total of 624 staff
in Hong Kong (2013: 652 staff) including about 266 staff (2013: 294
staff) employed under the estate management company in Hong Kong.
Besides, there was a total of 739 staff in the offices at Mainland China
(2013: 365 staff in the offices at Mainland China and Macau), which
included about 197 staff (2013: 178 staff) of the estate management
company and 370 staff (2013: nil) of the hotel in Chengdu.
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REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME (contd)

Employees were remunerated on the basis of their performance,
experience and prevailing industry practice. Remuneration packages
comprised salary and year-end discretionary bonus based on market
conditions and individual performance. The Executive Directors continued
to review employees’ contributions and to provide them with necessary
incentives and flexibility for their better commitment and performance. No

share option scheme was adopted during the Year.

The Company had adopted a share award scheme (“Scheme”) in 2009.
The Scheme is to recognise and reward certain employees for their
contributions to the Group and to give long-term incentives for retaining
them for the continued operations and development of the Group.
Details of the Scheme were set out in the Company's circular dated 23rd
December, 2008. No share was granted under the Scheme during the

Year.

MAINLAND CHINA AND UNITED KINGDOM

Profit contribution from the Group's investment in Mainland China (mainly
included in gross profit, fair value changes on investment properties,
share of results of associates and taxation) for the Year amounted to
HK$155.2 million (2013: HK$219.2 million). The Group's net investment
in Mainland China as at 31st December, 2014 amounted to HK$9,979.7
million (2013: HK$9,969.3 million) representing approximately 24.0% of
the Group's total equity.

Further, the Group's investment property in the United Kingdom with
carrying amount of GBP390.9 million as at 31st December, 2014
(equivalent to approximately HK$4,720.1 million) (2013: GBP316.2
million (equivalent to approximately HK$4,043.1 million)) contributed a
profit of HK$1,036.7 million (2013: HK$454.8 million) to the Group for
the Year. As at 31st December, 2014, the Group's net investment in the
United Kingdom amounted to HK$2,078.5 million (2013: HK$1,147.9

million) representing approximately 5.0% of the Group's total equity.

LISTED SUBSIDIARY

The Group did not own any listed subsidiary at the end of the reporting
period.
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PROPERTY VALUATION

Property valuations have been carried out by B.l. Appraisals and Vigers
Appraisal, independent qualified professional valuers, in respect of the
Group's investment properties in Hong Kong and Mainland China as
at 31st December, 2014 and 2013. For the investment property in the
United Kingdom, the valuations as at 31st December, 2014 and 2013
were carried out by Peak Vision Appraisals, another independent qualified
professional valuer. Their valuations were based on investment method
and/or direct comparison method as the valuation methodologies and

were used in preparing 2014 annual results.

The Group's investment properties were valued at HK$48,917.2 million
(2013: HK$45,617.3 million) (including those classified as assets held
for sale), an 9.2% increase over 2013 after adjusted for the additions,
disposals and transfer of investment properties during the Year. The
increase in fair value of approximately HK$3,777.1 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$95.4 million (adjusted deferred tax credit of HK$3.9
million) for the Year. Development properties and non-investment
properties of the Group were stated at cost less impairment, if any, in
these consolidated financial statements. For the investment property
under development at Chinese Estates Plaza, Chengdu, during the Year,
the hotel portion was completed and its cost was transferred to land
and buildings. The remaining portion of office building, shopping arcade,
residential tower and parking spaces were stated at cost of HK$4,156.7
million in total in investment properties 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$3,777.1 million or 9.2% was mainly
attributable to the Group's major investment properties in Hong Kong and
United Kingdom. Such increase has reflected an upturn in the property
markets of Hong Kong and United Kingdom for the Year. Rental renewals
of Silvercord, The ONE and Windsor House for the Year have shown a

continuous increase over the end of 2013.
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