NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE-_ZFR-_F+-_A=+—81LFE

4. BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(cont’d)

Geographical segments

Over 90% of the activities of the Group during the year were
carried out in Hong Kong and over 90% of the assets of the
Group were located in Hong Kong. Accordingly, a geographical

analysis is not presented.

5.  OTHER OPERATING INCOME

It E 7>

LT

5. HREEWA

BREBRMGBI D2 FEER (18 )

IREEEIFALE N 38 90% & SEHS B8 90% &
B JIAIATRHS o [RILEI I 2 i it T

2002 2001
HK$°000 HKS$’000
FET THEITT
Included in other operating income are: HAbRE A S
Building management fee income BFEHERA 16,723 17,912
Management fee income EEEIA 7,570 10,406
Release of negative goodwill B 13,299 -
6. INVESTMENT (LOSS) INCOME 6. WE(EE)RBA
2002 2001
HK$°000 HK$’000
FET THEIT
Impairment loss recognised in respect of unlisted ~ #EFF Liir] ik {EBSE
convertible debt securities TR IRk e R (171,563) -
Unrealised holding loss on listed investments iiE AR R AR (25,257) (2,313)
Allowance for advance to an investee company BNRSALE N A HE (42,406) -
Dividend income R
— listed investments — k& 2,646 =
— unlisted investments — JE LriE 25,253 15,144
Interest income FIEICA 15,447 40,921
(195,880) 53,752
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2002

RAFSERaRbiicE

ME-FE-—FF+-_A=+—ALFAHE

7. OTHER OPERATING EXPENSES 7.  HfeERH
2002 2001
HKS$’000 HK$°000
FET THEIT
Included in other operating expenses are: HAE S T
Amortisation of goodwill P B 35,577 4,469
Impairment loss recognised in respect of I A REERR
intangible asset EHIET, it 8,894 —
Impairment loss recognised in respect of HRRPEETR
goodwill ERIET i 820 -
Impairment loss recognised in respect of A AN
other assets NEHIEN St - 6,312
Written back of allowances b EIR (4,055) —
Written back of provision no longer required  ##[EIHEFEHLZ His (77) (23,725)
8. (LOSS) PROFIT FROM OPERATIONS 8. S (1R ) WH
2002 2001
HK$°000 HKS$’000
FET THEITT
(Loss) profit from operations has been e (R ) WAEHER (GEA ) ¢
arrived at after charging (crediting):
Auditors’ remuneration 2 ST 2,056 1,816
Depreciation e 9,798 13,260
Staff costs, including Directors’ emoluments g ERA ( EFEEHME ) 84,815 83,929
Retirement benefits scheme contributions, IRRTEFIG R
net of forfeited contributions of HIRRERR ALK 692,000 H#ETT
HK$692,000 (2001: HK$1,455,000) ( ZZFF 1,455,000 T ) 2,692 2,087
Total staff costs & BAKERE 87,507 86,016
Gross rental income from WEVIEHSIA (653,666) (638,782)
investment properties HEHE
Less: Outgoings W SZHY 38,945 44,343
(614,721) (594,439)
WAEEEE —ZE-—4%4%K 063
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9. FINANCE COSTS 9. HIFHER
2002 2001
HK$°000 HK$°000
FET THIT
Interest on bank loans, overdrafts EHFERNZHBIEEZ
and other loans wholly repayable HUTEK ~ B3
within five years HMER IR 212,908 273,992
Interest on bank loans wholly TEHFREHEEZ
repayable over five years FATEHE - 14,944
212,908 288,936
Other finance costs HoAthEA #5EE 105,435 39,203
318,343 328,139
10. OTHER LOSSES 10. Hfthgsia
2002 2001
HK$°000 HK$°000
FHET THEIT
Allowances for advances to associates  FJHE /A FIFEZ HE 156,430 223,663
Loss on disposal of subsidiaries HIEH B FlEsE 26,419 -
Loss on disposal of associates YA FlEHE 46 488
Loss on disposal of listed shares and =5 St i ie s
warrants in Chi Cheung Investment AR T TR )
Company, Limited to comply i E R ESEEIRAE]
with the Rules Governing the Z bty BRI < B tE
Listing of Securities on the Stock
Exchange (the ‘‘Listing Rules’”) - 15,103
Share expenses on disposal of HYE EiifE R
listed investments — 1,319
182,895 240,573
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11. SHARE OF RESULTS OF ASSOCIATES 11. BLBEATRE

Share of results of associates has been arrived at after charging B A RISEETATIRR (GEA ) ¢
(crediting):

2002 2001
HK$’000 HKS$’000
FHET TH#IT
Deficit (surplus) on revaluation HREY
of investment properties JEGnt ( B8R ) 6,606 (5,203)
Reduction in impairment loss recognised (WY s I, 5=t e - (54,998)
Loss on disposal of properties held for sales  HERHEHEYEE EGE - 314,400

In 2001, the reduction in impairment loss recognised was based ATER A CHENZ BRI TR
on the revised fair value attributable to the relevant assets et EAHERIES 30 PRI IR R = A F
acquired on acquisition of the associates in accordance with the T A BRI AMER T HEERE -
requirement of SSAP 30.

12. DIRECTORS’ EMOLUMENTS 12. EEMiE
2002 2001
HK$’000 HK$’000
TET T
Fees 1
Executive Directors HITHES — =
Independent Non-Executive Directors BATLIFPTHE S 67 100
67 100
Other emoluments A<
Executive Directors BITHES
— Salaries and other emoluments — e s A 15,000 15,000
15,067 15,100
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12. DIRECTORS’ EMOLUMENTS (cont’d)

Emoluments of the Directors were within the following bands:

12. EEME (58 )

HER LD TSR

Number of directors

EEAH
2002 2001
Nil — HK$1,000,000 I — 1,000,000 T 2 2
HK$4,000,001 — HK$4,500,000 4,000,001 #IT — 4,500,000 #EIT 1 1
HK$10,000,001 — HK$10,500,000 10,000,001 #IT — 10,500,000 HETT 1 1

No Directors waived any emoluments for the years ended 31st
December, 2002 and 2001.

13. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, two (2001: two) were executive directors of the Company
whose emoluments are included in the disclosures in note 12
above. The emoluments of the remaining three (2001: three)
individuals disclosed pursuant to the Listing Rules were as

BEEENEE_EE _F B
Z A=A H IR BT -

AEEKAREFMA LS > B (2
—IF WD) RADFEIRITES - F
BHEL S ESCHRE 12 5288 - IR iR
BoHM=% ( ZFFR—F: =% ) AL
MBI -

follows:
2002 2001
HK$°000 HK$°000
TFEx FHT
Salaries and other benefits i< R HAtER] 3,245 4,478
Retirement benefit scheme contributions SENTEFET SRR 128 311
3,373 4,789

Their emoluments were within the following bands:

PR RYISER:

Number of employees

EEAE
2002 2001
HK$500,001 — HK$1,000,000 500,001 #IT — 1,000,000 #EITT 1 —
HK$1,000,001 — HK$1,500,000 1,000,001 AT — 1,500,000 #EIT 2
HK$1,500,001 — HK$2,000,000 1,500,001 #&IT — 2,000,000 #EIT - 1

During the year ended 31st December, 2002 and 2001, 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.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2002

RAFSERaRbiicE

BE-_RLX -+ -_A=+—8B1LFE

14. TAXATION 14. 1R
(a) Taxation @) WM\
2002 2001
HKS$’000 HK$°000
FET THIT
The (credit) charge comprises: FrE ( $lE] ) SCHVEFS:
Companies and subsidiaries AT R AF]
Hong Kong ik
Current AR 6,988 3,008
Prior year ncoicy (12,361) (55,311)
(5,373) (52,303)
Other than Hong Kong LS
Current AR 2,693 485
Prior year ncoic (118) —
2,575 485
(2,798) (51,818)
Associates /N
Hong Kong A 1,019 (12,391)
Other than Hong Kong B 227 5,476
1,246 (6,915)
(1,552) (58,733)
Tax on dividend income of NEZAN =g/ P
an overseas associate J&e EE — 1,715
(1,552) (57,018)

Hong Kong Profits Tax have been provided for at the rate of 16%
on the estimated assessable profits for the year. Taxation on
profits arising outside Hong Kong has been provided for in
accordance with the relevant local jurisdictions.

B A NSRRI AT R G HRERR B A
TR 16% f5 - AAELAINITEE A Al A
THEARIB AR AR HUE R -

EINTE o]
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14. TAXATION (cont’d)
(b) Deferred tax

At the balance sheet date, the major components of the
unrecognised deferred tax assets are analysed as follows:

14. RIB(E)
(b) EERIA

AR - R BRI E e < T 2H
EF IS

THE GROUP THE COMPANY
AEE ¥ N/NC|
2002 2001 2002 2001
HK$000 HK$000 HKS$000 HK$’000
TET T TFHET THIT
Tax effect of timing differences S Pae s 3- Z Y
attributable to: A N7 TERTEL:
Unutilised tax losses riARE)F Fis ks iE 445,771 482,347 1,083 4,741
Difference between tax allowance  SHIAHELTEE & 2 4H
and depreciation 3,894 6,297 - —
449,665 488,644 1,083 4,741

A deferred tax asset has not been recognised in the financial
statements as it 1s not certain that the benefit will be realised in
the foreseeable future.

The amount of unrecognised deferred tax charge (credit) for the
year is analysed as follows:

R AERE R 7 2 BB AT S5
RERET AR B R TP
o

AR FERMER S C IRAE RIS H (#m]) BeR
SIMTAITR -

THE GROUP THE COMPANY
AEE ¥ /N
2002 2001 2002 2001
HK$000 HK$000 HKS$000 HKS$’000
FET T FET T
Tax effect of timing differences It 7= Y
attributable to: 55) N AIESE €
Tax losses utilised (incurred) i (A ) ZFEEHE 36,576 (286,267) 3,658 (1,985)
Difference between tax allowance — FFEHELTE ~ 7=4H
and depreciation 2,403 (El) - -
38979 (289.824) 3,658 (1,985

No deferred tax is provided on the revaluation surplus arising on
the valuation of investment properties situated in Hong Kong as
future profits arising on the disposal of these assets would not be
subject to taxation. The revaluation therefore does not constitute
a timing difference for taxation purpose.
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15. DIVIDENDS 15. KR

No interim dividend was declared during the year (2001: Nil) and FERIIIRZERAKRE ( ZFEE—F:

no final dividend (2001: Nil) is recommended by the Directors. ) HREANERIGEAKE ( %
—fE M) -
16. BASIC LOSS PER SHARE 16. BRERNEE

The calculation of the basic loss per share is based on the loss Fit Bk K G 48 T4 AR B8 IR R JE AL 5 15
attributable to shareholders of HK$1,459,565,000 (2001: 1,459,565,000 3 T ( = & & —
HK$535,797,000) and on the weighted average number of 535,797,000 #EIT ) KA E TR T HQZ
2,369,665,078 (2001: 2,381,586,275) ordinary shares in issue THESEYS88 2,369,665,078 B ( —ZFE—

throughout the year. 2,381,586,275 Ikt ) FHE
17. INVESTMENT PROPERTIES 17. &=
THE GROUP
AEE
HK$’000
FET
VALUATION fhfE
At 1st January, 2002 AN _EEHF—-H—H 15,604,047
Additions N 105,633
Deficit on revaluations AR (3,170,385)
Disposal of subsidiaries HIEMT @A (183,446)
Disposals HiE (71,564)
At 31st December, 2002 —EETF+"R=1+—H 12,284,285

The Group’s investment properties were revalued at 31st AEEREYXOR _EZ S+ H="
December, 2002 by Messrs. Norton Appraisals Limited, — H S T B E RS SRR A A IR S
independent professional valuers, on an open market value basis. FDAABATHE R AREE TER A - [KIE AR
The deficit on revaluation has been charged to the investment A ZERITIN R B E B A R IRR -
properties revaluation reserve.

All of the Group’s investment properties are rented out under AEEE A EYIE RS SEREAI A -
operating leases.
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17. INVESTMENT PROPERTIES (cont’d)

The carrying value of investment properties shown above

17. WEME(E)

EXrREE S < IR AR

comprises:
2002 2001
HK$’000 HKS$’000
TAET THIT
Properties in Hong Kong N
held under:
Long lease FIAHR 11,812,860 14,945,510
Medium-term lease HITREAY 247,818 423,880
12,060,678 15,369,390
Properties outside Hong Kong R HELIS N Y
held under:
Freehold TRAGENE — 3,286
Long lease FIAHR 2,720 2,431
Medium-term lease HITREAY 220,887 228,940
223,607 234,657
12,284285 15,604,047

70  CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2002



18. PROPERTY AND OTHER FIXED ASSETS

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2002

RAFSERaRbiicE

BE-_RLX -+ -_A=+—8B1LFE

18. YEREMETEE

Furniture, Yachts and
Land and fixtures and motor
buildings equipment vehicles
TR FiE - RE EE Total
BF Rzt RSE fazE
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET
THE GROUP AEE
COST A
At 1st January, 2002 R_ZEETHF—H—H 10,222 172,677 33,139 216,038
Acquisitions of subsidiaries Wk E A 13,346 1,797 - 15,143
Additions NEL — 13,945 2,505 16,450
Disposal of subsidiaries ] - (918) (293) (1211)
Disposals s (6,640) (7,641) (1942)  (22,223)
At 31st December, 2002 REBZETHTH=1—H 16,928 179,860 27,409 224,197
DEPRECIATION e
At 1st January, 2002 R_EETHF—H—H 1,868 150,492 29,863 182,223
Charge for the year RS 560 7,451 1,787 9,798
Disposal of subsidiaries HEHT A H] - (857) (293) (1,150)
Eliminated on disposals H IR (1,238) (5,227) (7,662) (14,127)
At 31st December, 2002 REEZETHE T H=1—H 1,190 151,859 23,695 176,744
NET BOOK VALUES AREFE
At 31st December, 2002 ATEERETF+"HA=1+—H 15,738 28,001 3,714 47,453
At 31st December, 2001 NoEE—F1+_H=1—H 8,354 22,185 3,276 33,815
The carrying value of land and buildings shown above SRR e ST L BRI A
comprises:
2002 2001
HK$°000 HK$’000
FET THIT
Properties in Hong Kong held under: N
Long lease FIAER 13,012 5,501
Medium-term lease HHIHRE A 2,726 2,853
15,738 8,354
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19. PROPERTIES UNDER DEVELOPMENT 19. BERPYE
Properties
Properties  held outside
Properties  held outside Hong Kong
Properties held under Hong Kong under
held under medium- under medium-
long lease term lease long lease term lease
in Hong Kong  in Hong Kong REBLI REBLI
WEEFEZ WEEFEZ HFaZRE Rz Total
REFE MR BRI kS AR b
HK$000 HK$°000 HK$’000 HK$’000 HK$°000
AT AT AT AT FET
THE GROUP REE
COST BiA
At st January, 2002 REZEZF—H—H 1,943,060 391,916 35,204 18,435 2,388,615
Additions N 89,106 33,325 - - 122,431
Disposal of subsidiaries HEHRRAH - = (35,204) (5,339) (40,543)
At 31st December, 2002 REBZZHFH=1—H 2,032,166 425,241 - 13,096 2,470,503
IMPAIRMENT LOSS ;‘FHEE%?E
At st January, 2002 FEFE_@-FJ H 488,307 55,095 - - 543,402
Recognised for the year fﬁ?ﬂ 0l 1,179,646 211,621 - - 1,391,267
At 31st December, 2002 REEZH"H=1—H 1,667,953 266,716 - - 1,934,669
CARRYING AMOUNT AREfE
At 31st December, 2002 REEBZH+"H=1—H 364213 158,525 - 13,096 535,834
At 31st December, 2001 MEZZEFTH=1—H 1454753 336,821 35,204 18,435 1,845,213
Carrying amount analysed WS PR R EAT
for reporting purposes as:
Current assets SIS B
- 2002 - TEE 201,507 46,943 - - 248,450
~ 2001 - TEEH = - = = -
Non-current assets SN B
- 2002 - CEETH 162,706 111,582 - 13,096 287,384
- 2001 - TEER A 1,454,753 336,821 35,204 18,435 1,845,213
Included in the cost of properties under development is net BV A OISR FTEE AN A SR
interest capitalised of approximately HK$25,130,000 (2001: #125,130,000% T ( — F T — F

HK$21,846,000).

At 31st December, 2002, the Directors reviewed the carrying
value of the properties under development and an impairment
loss of HK$1,391,267,000 (2001: HK$366,161,000) was
identified by reference to the recoverable amount of the
properties under development.
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20. PROPERTY INTERESTS HELD FOR FUTURE

20. HEBRBRZMFES

DEVELOPMENT
THE GROUP
AEE
2002 and 2001
HK$’000
FET
COST A

At 1st January, 2002 and REEEH—H—H

31st December, 2002 “EECHF T H=1—H 71,373

The property interests held for future development are located in
Shantou, PRC.

The Group is in the process of obtaining the land use right
certificate for the land in Shantou held under long lease and is
now holding a pre-registration land use right for such property
interests. The land use right certificate will be obtained pending
for final payment of RMB24,861,000 (approximately
HK$23,440,000) to be made by the Group.

21. RIGHTS HELD UNDER CONTRACTUAL
ARRANGEMENTS RELATING TO PROPERTIES

FifE H R VSRS ) ALt BITIlEE
TH o

ARG R R TE T o R £ s R
G-l FARERS - BRFRIRFE S YIEMER
SEAMRT 4305 FAE - PSR ES sk
AR 24,861,000 7T ( #J 23,440,000 #EIT )
% > TS BRI ol AR -

21.  HEEABYRERSHREzER

THE GROUP

AEE

HKS$’000

FET

COST A

At st January, 2002 RoEZE_HF—H—H 38,889
Disposals of subsidiaries HETEAE (38,889)
At 31st December, 2002 RIEE_F+"A=+—H —
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22. INTANGIBLE ASSETS

22. BEEE

THE GROUP
AEE
Gold
& Silver
Trading Exchange
Rights Rights Total
EEE fRESE HagE
HKS$ HKS$ HKS$
BT BT AT
COST 3%
Arising on acquisition during the year —~ FRFARR _FEZE_4F
and at 31st December, 2002 +H=1—HdEmmEL 1,585 1,120 2,705
IMPAIRMENT AE
Impairment loss recognised for the year — CURERSATEE S &
and at 31st December, 2002 +—H=+—HZEEE - 820 820
CARRYING AMOUNT AREE
At 31st December, 2002 RZFEF_F+-RA=+—H 1,585 300 1,885
At 31st December, 2001 ACERE-HF+H=1T—H - - -
The Group’s Trading Rights in the Stock Exchange and Futures AEEE AR E B R E SR

Trading and Gold & Silver Exchange Rights are carried at cost

less identified impairment loss.
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23. GOODWILL 23, BEHE
THE GROUP
AEE
HKS$°000
FHET
COST [N
At st January, 2002 ATEZEHF—H—H 4,469
Arising on acquisition during the year RIS FTEE A 44,471
At 31st December, 2002 REERCHEHH="1—H 48,940
AMORTISATION AND IMPAIRMENT BSH R RE
At st January, 2002 ATEZETHF—H—H 4,469
Charge for the year SRS 8,894
Impairment loss recognised for the year EETIAE B B R R 35,577
At 31st December, 2002 AEETHFH="1—H 48,940

CARRYING AMOUNT
At 31st December, 2002 and
at 31st December, 2001

RREIE

R-BE—&+=A=+—BR
~EE—5+-A=+—H -

—_==

The amortisation period adopted for goodwill is 5 years.

At 31st December 2002, the Directors reviewed the carrying
value of the goodwill arising from the acquisition of interests in
the subsidiaries and an impairment loss of HKS$35,577,000
(2001: HK$4,469,000) was identified by reference to recoverable

amount of the interests in the subsidiaries.

FITER o P SR 5 4

ANCEZETHFF A= —H > EEORH
VKOS BT JaS 2 FIME RS P PE A i PRI 1 > 6
MRAB T a8/ FIME RS o PTHSCIEIBSRE - A ek fE
185 18 By 35,577,000 4 0T (| —FE — 4
4,469,000 #TT )

WARFEH —FE-55R TS
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24. NEGATIVE GOODWILL 24, BEHE
THE GROUP
AEE
HK$’000
FET
GROSS AMOUNT bk
At 1st January, 2002 and REEETHFE-H—HK
at 31st December, 2002 “EEHFtH=1—H 324,538
RELEASED TO INCOME BEWA
At 1st January, 2002 ATEZEHF—-H—H -
Released for the year NG ] 13,299
Released upon disposal HiEE RNl 15,394
At 31st December, 2002 AEETHFH="1—H 28,693
CARRYING AMOUNT BRmE{E
At 31st December, 2002 RTEE"F+"A=+—H 295,845
At 31st December, 2001 A BB H="1—H 324,538

The negative goodwill arose on the Group’s privatisation of
Evergo China by way of a scheme of arrangement.

The negative goodwill is released to income on a straight-line
basis over the average useful life of the identifiable acquired

BEPE ) AR B TR E A
rhEIR A LA -

BHERE D E AT A AT HERE R T
EIRRWERE <P FF A 28

depreciable non-monetary assets of not more than 28 years. FEEICA -
25. INTERESTS IN SUBSIDIARIES 25. MIBAGIER
THE COMPANY
KAF]
2002 2001
HKS$’000 HK$’000
TET T
Unlisted shares, at cost less IE Lty - BANRE RS
impairment loss recognised I ERE 5,131,729 4,053,708
Interest bearing advances to BB ARIZEHEK
subsidiaries, net of allowances HIBRHE R 792,220 538,024
Interest free advances to subsidiaries, BB Al SIS SE
net of allowances HIBRYE 6,205,020 5,259,276
12,128,969 9,851,008
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