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CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

1. GENERAL INFORMATION

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

Company are disclosed in the corporate information of the annual report.

The consolidated financial statements are presented in Hong Kong dollars
("HK$"), which is the same as the functional currency of the Company
and all values are rounded to the nearest thousand (HK$'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 56 and 57 and 30 respectively.

2. 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, 2009 are consistent with those
followed in the preparation of the Group’s annual financial statements for

the year ended 31st December, 2008 except as described below.

In the current year, the Group has applied, for the first time, a number
of new standards, amendments and interpretations (the “new HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants (the
"HKICPA"), which are effective for the Group's financial year beginning
on Tst January, 2009. The new HKFRSs adopted by the Group in the
consolidated financial statements are set out as follows:

HKFRSs (Amendments) Annual Improvements to HKFRSs issued

in 2008*

HKFRS 1 & HKAS 27

(Amendments)

Cost of an Investment in a Subsidiary,

Jointly Controlled Entity or Associate

HKFRS 2 (Amendment) Vesting Conditions and Cancellations

HKFRS 7 (Amendments) Financial Instruments: Disclosures —
Improving Disclosures about Financial

Instruments
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (cont'd)

HKAS 1 (Revised) Presentation of Financial Statements

HKAS 23 (Revised) Borrowing Costs

HKAS 32 & 1 Puttable Financial Instruments and
(Amendments)

HK(IFRIC) = Int 9 &
HKAS 39 (Amendments)

Obligations Arising on Liquidation

Embedded Derivatives

HK(IFRIC) — Int 13 Customer Loyalty Programmes

HK(IFRIC) — Int 15 Agreements for the Construction of

Real Estate
HK(IFRIC) — Int 16 Hedges of a Net Investment in
a Foreign Operation

HK(IFRIC) — Int 18 Transfers of Assets from Customers

it Except for the amendment to HKFRS 5 that is effective for the annual
periods beginning on or after 1st July, 2009.

HKFRS 8, “Operating Segment”, was early adopted by the Group in 2008.
HKFRS 8 replaces HKAS 14, “Segment Reporting”. The new standard
requires a “management approach”, under which segment information is
presented on the same basis as that used for internal reporting purposes.
This has resulted in an increase in the number of reportable segments
presented. In addition, the segments are reported in a manner that is
more consistent with the internal reporting provided to the chief operating

decision-maker.
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CHINESE ESTATES HOLDINGS LIMITED # ABX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs™) (cont'd)

The application of the new HKFRSs has resulted in the following changes:

a)  HKAS 1 (Revised), “Presentation of Financial Statements”, changes
the titles of the components of a complete set of financial
statements. All items of income and expense (including those
accounted for directly in equity) must be presented either in a
single statement (a “statement of comprehensive income”) or in
two statements (a separate “income statement” and “statement
of comprehensive income"). For the annual results of the Group
for the year ended 31st December, 2009, a single statement is

presented.

b)  The amendments to HKAS 27, “Cost of an Investment in a
Subsidiary, Jointly Controlled Entity or Associate”, have removed
the requirement to distinguish between pre-acquisition and post-
acquisition dividends. The revised Standard requires that dividends
from subsidiaries, jointly controlled entities and associates be
recognised in profit or loss when the investor's right to receive the
dividends is established and the carrying amount of the investment
in the investee will not be reduced. Instead, the investment is
subject to impairment if (i) the carrying amount of the investment
in the separate financial statements exceeds the carrying amounts
in the consolidated financial statements of the investee's net assets,
including associated goodwill; or (ii) the dividend exceeds the total
comprehensive income of the subsidiary, jointly controlled entity or
associate in the year the dividend is declared. This new policy has
been applied from 1st January, 2009 and no restatement for prior
years is required according to the transitional provisions set out in

the amendment.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2.

9

d)

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (cont'd)

The amendments to HKAS 40, “Investment Property”, (as part
of the improvements to HKFRSs 2008) and HKAS 16, “Property,
Plant and Equipment”, which amend the Standards and the
Group's accounting policy to bring property under construction or
development for future use as an investment property be classified
within the scope of HKAS 40 and accounted for under the fair value
model when this is reliably determinable or upon completion of
its construction. The change in accounting policy has been applied
prospectively from 1st January, 2009. Following the change, the
property in Chengdu with carrying amount of HK$1,208 million
and HK$86 million as at 1st January, 2009 previously reported
as Prepaid Lease Payments and Properties Under Development
respectively are reclassified to Investment Properties. The property
has not been revalued and will be stated at fair value when its
fair value becomes reliably measurable or upon completion of its

construction.

The amendments to HKFRS 7, “Financial Instruments: Disclosures
— Improving Disclosures about Financial Instruments”, enhances
disclosures about fair value measurement and liquidity risk of the
Group's financial instruments. A three-level fair value hierarchy
has been introduced to categorise the fair value measurements
according to the degree to which they are based on observable
market data. The Group has not provided comparative information
for the expanded disclosures in accordance with the transitional

provisions set out in the amendments.
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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2.

e)

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs™) (cont'd)

The HK(IFRIC) — Int 15, “Agreements for the Construction of Real
Estate” (“New Interpretation”) clarifies the timing and accounting
treatment of revenue recognition in relation to properties sales in
more detail. In the past, revenue and profit for sale of properties
stock or any under pre-sale arrangements prior to the completion
of development was recognised on the execution of a binding sales
agreement or when the relevant occupation permit or certificate of
compliance is issued by the respective building authority, whichever
is the later. In consideration of the new interpretation, the Group
has adopted a change in accounting policy on revenue recognition
for sales of properties 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 the earlier.
The change in accounting policy has been adopted retrospectively,
however, no adjustment to the comparative figures and opening
balance of any component of equity for the year are required
as there is no material impact to the revenue and gross profit

recognised for the whole year of 2008.

Save as described above, there is no material effect on the consolidated

financial statements of the Group for the current or prior accounting years

by adopting the new HKFRSs, thus no prior year adjustment has been

required.

The Group has not early adopted the following new HKFRSs that have
been issued but are not yet effective.

HKFRSs (Amendments)

HKFRS 1 (Revised)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

Annual Improvements to HKFRSs issued
in 20092

First-time Adoption of Hong Kong
Financial Reporting Standards'

Additional Exemptions for First-time
Adopters®

Group Cash-settled Share-based Payment
Transactions?

Business Combinations!
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (cont'd)

HKFRS 9 Financial Instruments’

HKAS 24 (Revised) Related Party Disclosures®

HKAS 27 (Revised) Consolidated and Separate Financial
Statements'

HKAS 32 (Amendment) Classification of Rights Issues*

HKAS 39 (Amendment) Eligible Hedged Items!

HK(IFRIC) — Int 14 Prepayments of a Minimum Funding
(Amendment) Requirement®
HK(IFRIC) — Int 17 Distributions of Non-cash Assets to
Owners'
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with

Equity Instruments®

Apart from the above, the HKICPA has also issued Improvements to
HKFRSs* which set out amendments to a number of HKFRSs primarily
with a view to removing inconsistencies and clarifying wording. Except for
the amendments to HKFRS 2, HKAS 38, HK(IFRIC)-Int 9 and HK(IFRIC)-
Int 16 which are effective for the annual periods on or after 1st July,
2009, other amendments are effective for annual periods beginning on or
after 1st January, 2010 although there is separate transitional provision for
each Standard.

L Effective for annual periods beginning on or after 1st July, 2009

2 Effective for annual periods beginning on or after Tst July, 2009 and 1st
January, 2010, as appropriate

g Effective for annual periods beginning on or after 1st January, 2010

& Effective for annual periods beginning on or after 1st February, 2010

° Effective for annual periods beginning on or after 1st July, 2010

g Effective for annual periods beginning on or after 1st January, 2011

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

W Improvements to HKFRSs contain amendments to HKFRS 2, HKFRS 5,

HKFRS 8, HKAS 1, HKAS 7, HKAS 17, HKAS 18, HKAS 36, HKAS 38, HKAS
39, HK(IFRIC)-Int 9 and HK(IFRIC)-Int 16.

—ZEZAFEEHR Annual Report 2009
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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs™) (cont'd)

The application of HKFRS 3 (Revised), “Business Combination”, may
affect the accounting for business combination for which the acquisition
date is on or after 1st January, 2010. HKAS 27 (Revised), “Consolidated
and Separate Financial Statements”, will affect the accounting treatment
for changes in the Group’s ownership interest in a subsidiary that do
not result in a loss of control, which will be accounted for as equity

transactions.

HKFRS 9, “Financial Instruments”, introduces new requirements for the
classification and measurement of financial assets and will be effective
from 1st January, 2013, with early application permitted. Under HKFRS 9,
all recognised financial assets that are currently in the scope of HKAS 39
will be measured at either amortised cost or fair value. A debt instrument
that (1) is held within a business model whose objective is to collect the
contractual cash flows and (2) has contractual cash flows that are solely
payments of principal and interest on the principal amount outstanding
are generally measured at amortised cost. All other debt instruments
must be measured at fair value with gains or losses recognised in profit
or loss. The application of HKFRS 9 might effect the classification and

measurement of the Group's financial assets.

The amendment to HKAS 17, “Leases”, (as part of the improvements to
HKFRSs 2009) deletes the specific guidance which requires leasehold
land be classified as operating leases and presented as prepaid lease
payments in the consolidated statement of financial position will be
effective from Tst January, 2010. With the removal of such requirement,
classification of leasehold land will be based on the extent to which risks
and rewards incidental to ownership of a leased asset lie with the lessor
or the lessee. The application of the amendments to HKAS 17 might
affect the classification and measurement of the Group's leasehold land.

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

are prepared and presented.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards, which is a collective
term that includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs") and
Interpretations issued by the HKICPA, and accounting principles generally
accepted in Hong Kong. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared under the
historical cost basis except for certain properties and financial instruments,
which are measured at fair values, as explained in the accounting policies

set out below.

(a) Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries. Control is achieved
where the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its

activity.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated statement of comprehensive
income from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

All intra-group transactions, balances, income and expenses are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately

from the equity of the owners of the Company.

—ZZAFEFIHR Annual Report 2009
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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(b) Business combinations
The acquisition of business is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate
of the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3, “Business Combinations” are
recognised at their fair values at the acquisition date, except for
non-current assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5, “Non-current Assets Held
for Sale and Discontinued Operations”, which are recognised and

measured at fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group's interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group's interest in the
net fair value of the acquiree's identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination,
the excess is recognised immediately in consolidated statement of

comprehensive income.

The non-controlling interest in the acquiree is initially measured at
the non-controlling's proportion of the net fair value of the assets,

liabilities and contingent liabilities recognised.

(c) Goodwill
Goodwill arising on an acquisition of a subsidiary or an associate
represents the excess of the cost of acquisition over the Group's
interest in the fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant subsidiary or associate at
the date of acquisition. Such goodwill is carried at cost less any

accumulated impairment losses.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(c) Goodwill (cont’d)
Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated statement of financial
position. Capitalised goodwill arising on an acquisition of an
associate is included in the cost of the investment of the relevant

associate.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is allocated to
reduce the carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro rata on the basis
of the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the consolidated statement
of comprehensive income. An impairment loss for goodwill is not

reversed in subsequent periods.

On subsequent disposal of a subsidiary or an associate, the
attributable amount of goodwill capitalised is included in the

determination of the amount of profit or loss on disposal.

(d) Excess of the Group’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisition”)

A discount on acquisition arising on an acquisition of a subsidiary
or an associate represents the excess of the net fair value of an
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of the business combination. Discount on acquisition
arising on an acquisition of a subsidiary is recognised immediately
in consolidated statement of comprehensive income. A discount on
acquisition arising on an acquisition of an associate is recognised as
income in the determination of the Group's share of results of the

associate in which the investment is acquired.
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CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(e) Investments in associates
An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not

control or joint control over those policies.

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. Under the equity method, investments in associates
are initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter for the post-acquisition
changes in the Group's share of net assets of the associates,
less any impairment in the value of individual investment. When
the Group's share of losses of an associate exceeds the Group's
interest in that associate (which includes any long-term interests
that, in substance, form part of the Group's net investment in the
associate), the Group discontinues recognising its share of further
losses. Additional losses are provided only to the extent that the
Group has incurred legal or constructive obligations or made

payments on behalf of that associate.

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

consolidated statement of comprehensive income.

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

interest in the relevant associate.

(f) 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.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(f) Jointly controlled entities (cont’d)
The results and assets and liabilities of jointly controlled entities are
incorporated in 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.

(g) 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.
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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(h) Investment properties
Investment properties are properties held to earn rental 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 or losses arising from changes in
the fair value of investment property are included in consolidated
statement of comprehensive income for the period in which they
arise. However, if the fair values of investment properties under
development are not reliably determinable but expect the fair values
of the properties to be reliably determinable when development
is completed, it shall measure that investment properties under
development at cost, less any impairment loss, until either its fair
value become reliably determinable or development is completed

(whichever is earlier).

Leasehold land held for undetermined future use is regarded
as held for capital appreciation purpose and classified as an
investment property, and carried at fair value. Changes in fair
value of the leasehold land are recognised directly in consolidated
statement of comprehensive income for the period 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 asset (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated statement
of comprehensive income for the period in which the item is

derecognised.

An investment property is transferred at fair value to property 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 consolidated

statement of comprehensive income.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(h)

(@)

4)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Investment properties (cont’d)

An owner-occupied property is transferred from property 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.

Property and other fixed assets
Property and other fixed assets (other than properties under
development) are stated at cost less subsequent accumulated

depreciation and accumulated impairment losses.

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

residual value, using the straight line method, at the following rates

per annum:
Type Basis
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
Properties under development
When the leasehold land and buildings are in the course of
development for production, for rental or for administrative
purposes, the leasehold land component is classified as a prepaid
lease payment and amortised over a straight-line basis over the
lease term. During the construction period, the amortisation charge
provided for the leasehold land is recognised as part of costs of
buildings under construction. Buildings under construction are
carried at cost, less any identified impairment losses. Depreciation

of buildings commences when they are available for use.

)
3.

(h)

(@)

4

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

—EENFf H=F—HIEFE

TESFBRHUR (8)

REYFE (&)

EXTAAZYERKRILEAZEIAMAKE
AR FEARMEREMEEEESRS
BREWME REHEARMERAFEZE
ERREBEFB G EANE 16 WX B
FEr#EE NEBEEZMALRK LREH
EXBBEEER FHELREKERS
BEREGAM -

W RE M EEEE
MEREMETEEE (BRRPWERIN)
BRARER 2 RBITERRERER
B -

MR E A E A (RERMERN)
2 37 86 T iR L A 5 52 P8 4 B R
BEEAEREHE AUMBRAE F
FERMT

BE 2%

BF ALK R OR R
HE M+ FRERER
o

Bl KE =E+F

SEEE
22 i % R 8 =E+F
REFYFE

EEREMELAE HEXTHAGRZEE
T REF - HE T E R METENE
EFEER YR EBAREREHEH -
FERERAN - REE L HAIE2#IHER
ERREZREFTZRAR D - BEhig
FEREABERE B RERBETIR- 2
FRAEE AR FRRITE -

89



90

CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(k) 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.

(I)  Stock of properties
Stock of properties, which are held for trading, is stated at the lower
of cost and net realisable value. Net realisable value is determined
by reference to sale proceeds received after the end of reporting
the period less selling expenses, or by management estimates

based on the prevailing market conditions.

(m) 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.

(n) 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.

(o) Financial instruments
Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in the consolidated statement of

comprehensive income.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

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 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 premium or
discounts) through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest basis for debt
instruments other than financial assets classified as at fair value
through profit or loss, of which interest income is included in net
gains 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. At each end of the reporting period subsequent to
initial recognition, financial assets at fair value through profit or loss
are measured at fair value, with changes in fair value recognised
directly in the consolidated statement of comprehensive income in
the period in which they arise.

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; or

(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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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets (cont’d)

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

Financial assets at fair value through profit or loss are not those
financial assets acquired principally for the purpose of selling in the
short term but designated by management as such at inception.
A financial asset other than a financial asset held-for-trading may
be designated as at fair value through profit or loss upon initial

recognition if:

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

otherwise arise; or

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

internally on that basis; or

(i) it forms part of a contract containing one or more embedded
derivatives, and HKAS 39, “Financial Instruments. Recognition
and Measurement” permits the entire combined contract
(asset or liability) to be designated as at fair value through

profit or loss.

At each end of the reporting period subsequent to initial
recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly
in consolidated statement of comprehensive income in the period
in which they arise. The net gain or loss recognised in consolidated
statement of comprehensive income includes any dividend or

interest earned on the financial assets.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets (cont'd)

Loans and receivables

Loans and receivables (including advances to associates, advances
to investee companies, loans receivable, advance to a non-
controlling shareholder, pledged deposits, trading receivables and
deposits, time deposits, bank balances and cash) are non-derivative
financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and receivables are measured
at amortised cost using the effective interest method, less any
identified impairment losses.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories under
HKAS 39 (set out above). In addition to equity investments, the
Group has also designated certain debt investments as available-for-
sale financial assets.

Available-for-sale financial assets are measured at fair value at the
end of the reporting period. Changes in fair value are recognised in
other comprehensive income and accumulated under the heading
of securities investment 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 investment reserve
is reclassified to the consolidated statement of comprehensive
income. (see the accounting policy in respect of impairment loss on
financial assets below).

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

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.

s
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

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

(i) it becoming probable that the borrower will enter bankruptcy

or financial re-organisation.

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

conditions that correlate with default on receivables.

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

discounted at the financial asset's original effective interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset's carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial
asset. Such impairment loss will not be reversed in subsequent

periods.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets (cont'd)

Impairment of financial assets (cont'd)

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

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after
the impairment loss was recognised, the previously recognised
impairment loss is reversed through consolidated statement of
comprehensive income 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.

In respect of available-for-sale equity investments impairment losses
previously recognised in profit or loss are not reversed through
consolidated statement of comprehensive income in subsequent
periods. Any increase in fair value subsequent to impairment loss is
recognised in other comprehensive income and accumulated under
the heading of securities investment reserve. In respect of available-
for-sale debt investments, impairment losses are subsequently
reversed if an increase in the fair value of the investment can be
objectively related to an event occurring after the recognition of the
impairment loss.

Financial liabilities and equity

Debt and equity instruments issued by a group entity are classified
as other 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 asset of the group after deducting all of its liabilities.
The Group's financial liabilities are generally 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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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

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 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, of which interest expenses is included in net gains and losses.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss has two
subcategories, including financial liabilities held-for-trading and
those designated at fair value through profit or loss on initial
recognition. Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly
in the consolidated statement of comprehensive income in the
period in which they arises.

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

(i) it has been acquired principally for the purpose of
repurchasing in the near future; or

(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.

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; or

(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
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)
Financial liabilities and equity (cont'd)
Financial liabilities at fair value through profit or loss (cont'd)

(i) it forms part of a contract containing one or more embedded
derivatives, and HKAS 39, “Financial Instruments: Recognition
and Measurement” permits the entire combined contract
(asset or liability) to be designated as at fair value through

profit or loss.

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

received 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 amounts due to non-
controlling shareholders) are subsequently measured at amortised

cost, using the effective interest method.

Convertible bonds

Convertible bonds issued by the Company that contain both liability
and equity components are classified separately into respective
items on initial recognition. On initial recognition, the fair value of
the liability component is determined using the prevailing market
interest rate of similar non-convertible debts. The difference
between the gross proceeds of the issue of the convertible bonds
and the fair value assigned to the liability component, representing
the conversion option for the holder to convert the bonds into

equity, is included in equity as convertible bonds — equity reserve.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity (cont'd)

Convertible bonds (cont'd)

In subsequent periods, the liability component of the convertible
bonds is carried at amortised cost using the effective interest
method. The equity component, representing by the option
to convert the liability component into ordinary shares of the
Group, will remain in convertible bonds — equity reserve until the
embedded option is exercised (in which case the balance stated
in convertible bonds — equity reserve will be transferred to share
capital and share premium). Where the option remains unexercised
at the expiry date, the balance stated in convertible bonds — equity
reserve will be released to the retained profits. No gain or loss is
recognised in consolidated statement of comprehensive income

upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible bonds
are allocated to the liability and equity components in proportion
to the allocation of the gross proceeds. Transaction costs relating to
the equity component are charged directly to convertible bonds —
equity reserve. Transaction costs relating to the liability component
are included in the carrying amount of the liability portion and
amortised over the period of the convertible bonds using the

effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.

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

instruments.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

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”.

Derivative financial instruments that do not qualify for hedge
accounting

Derivatives that do not qualify for hedge accounting are deemed as
financial assets held-for-trading or financial liabilities held-for-trading.
Changes in fair values of such derivatives are recognised directly in

the consolidated statement of comprehensive income.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset's carrying amount and
the sum of the consideration received and the cumulative gain or
loss that had been recognised directly in equity is recognised in

consolidated statement of comprehensive income.

For financial liabilities, they are removed from 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 the

consolidated statement of comprehensive income.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(p)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

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

relevant lease.
Sale of securities investments are recognised on a trade date basis.

Brokerage income on dealings in securities and futures contracts
and the profit and loss on trade in securities and futures contracts
are recognised on the transaction dates when the relevant contract

notes are executed.

Management fee income is recognised in accordance with terms
of respective agreements over the relevant period in which the

services are rendered.

Dividend income from investments is recognised when the Group's

right to receive payment have been established.

Revenue from sales of cosmetic product is recognised when goods

are delivered and titles have been passed.

Interest income from a financial asset is accrued on a time basis
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of the

financial asset to that asset's net carrying amount.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(q)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

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.
Taxation profit differs from profit as reported in consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years, and
it further excludes items that are never taxable and deductible. The
Group's liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting

period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred
tax assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary
differences can be utilised. Such deferred tax assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that

affects neither the tax 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 whether the Group is able to
control the reversal of the temporary difference and it is probable
that the temporary differences will not reverse in the foreseeable

future.

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

part of the asset to be recovered.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(q) Taxation (cont’d)
Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset realised.
Deferred tax is charged or credited to consolidated statement of
comprehensive income except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity

respectively.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the entity

intends to settle its current tax assets and liabilities on a net basis.

(r) 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 consolidated
statement of comprehensive income on a straight-line basis
over the term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an expense

on a straight-line basis over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to the
consolidated statement of comprehensive income on a straight-
line basis over the term of the relevant lease. Benefits received
and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term on

a straight-line basis.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(s)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment
in which the entity operates) at the rates of exchange prevailing
on the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value
was determined. Non-monetary items that are measured in terms of

historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in consolidated statement of comprehensive income 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 consolidated statement of comprehensive income on
disposal of the foreign operation. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are
included in consolidated statement of comprehensive income
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.

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. Hong Kong dollars) at the rate of exchange 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 period, 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 consolidated statement of comprehensive income in

the period in which the foreign operation is disposed of.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

®

(u)

v)

(w)

(x)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, are capitalised as part of the cost
of those assets. Capitalisation of such borrowing costs ceases when

the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in the consolidated
statement of comprehensive income in the 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 that 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.

Prepaid lease payments
Payment for obtaining land use rights accounted for as prepaid
lease payments are charged to the consolidated statement of

comprehensive income on a straight-line basis over the lease terms.

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

(i) the party, directly or indirectly through one or more
intermediaries, (a) controls, is controlled by, or is under
common control with, the Group; (b) has an interest in the
Group that gives it significant influence over the Group; or (c)

has joint control over the Group;
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

3.

(x)

v)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Related parties (cont’d)

(i)  the party is an associate;
(i) the party is a jointly-controlled entity;

(iv) the party is a member of the key management personnel of

the Group or its parent;

(v) the party is a close member of the family of any individual

referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any

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

(vii) the party is a post-employment benefit plan for the benefit of
the employees of the Group, or of any entity that is a related

party of the Group.

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 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 be confirmed only 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 financial statements
when an inflow of economic benefits is probable. When inflow is

virtually certain, an asset is recognised.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

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

(z) 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 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.

4. 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 followings are the critical judgments, apart from those involving
estimations, that management has made in the process of applying the
Group's accounting policies and that have the most significant effect on
the amounts recognised in the consolidated financial statements.

Fair value and impairment of available-for-sale investments

As described in Note 5, the management use their judgment in selecting
an appropriate valuation technique for financial instruments not quoted
in an active market. Valuation techniques commonly used by market
practitioners are applied. The Group's unlisted equity instruments with
carrying amount of HK$204,375,000 (2008: HK$235,684,000) 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
For the year ended 3 1st December, 2009

4. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (cont'd)

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

As described in Note 21, investment properties are stated at fair value
based on the valuation performed by independent professional valuers. In
determining the fair value, the valuers have based on method of valuation
which involves certain estimates. In relying on the valuation report,
the management has exercised their judgment and is satisfied that the
method of valuation is reflective of the current market conditions. Should
there are changes in assumptions due to change of market conditions, the

fair value of the investment properties will change in future.

Income taxes

As at 31st December, 2009, a deferred tax asset of approximately
HK$40,092,000 (2008: HK$75,153,000) 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 consolidated statement of comprehensive income

for the period 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(c) and 3(n). 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 %= & Bf #& 3R 3% M &+

For the year ended 3 1st December, 2009

5.

(a)

(b)

FINANCIAL INSTRUMENTS

Categories of financial instruments:

Financial assets

Financial assets at fair value through
profit or loss:
Investments held-for-trading
Designated as at fair value through
profit or loss
Loans and receivables (including time
deposits, bank balances and cash)

Available-for-sale investments

Financial liabilities

Financial liabilities at fair value
through profit or loss classified
as held-for-trading:

Derivative financial instruments

Amortised cost

Financial guarantee liabilities

Financial risk management objectives and policies

BE-EEAF+ A=+ —HIFEE

U1
k>

(a @I EES

2009 2008
HK$°000 HK$'000
FTExT FHEIT
tHEE
BBBESUARBAFEZ
RIEBEEZRE 643,954 =
TBERBBERE
LARBATE 728,238 -
ERkEWKRE (BEEHFR-

RITHEBRRES) 9,378,644 13,368,932
HFERE 1,787,348 468,127
A=K
BBRBEZUARBAFEZ

PRIBE WOBRFE

BEEAR:

PTEEBIA 3,238 24,432
DN 14,516,394 12,522,221
MEEREE 366 618

(b) SBEBREZLERRE

The Group's major financial instruments include equity investments, AEBEZZESHTITABRERARKRE
debt securities, bonds, borrowings, loan receivables, trade BES G5 BE BREXR EBRE
receivables, trade payables, derivatives financial instruments, SEE ENESEE TAem T A
financial guarantee liabilities, time deposits and bank balances. BBEREE TREARRITES Z
Details of these financial instruments are disclosed in respective ZoMTAFBRSWERTE - T (&5
notes. The risks associated with these financial instruments and HZESHMTEERZRER LM ZEIE
the policies on how to mitigate these risks are set out below. The ZERB R - BEREEELEEZST
management manages and monitors these exposures to ensure [R\ Bz - DA LR B IS5 R A RO R EUVE & 2 15
appropriate measures are implemented on a timely and effective i

manner.



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

FINANCIAL INSTRUMENTS (cont'd)

5.

(b)

Financial risk management objectives and policies (cont’d)

There has been no change to the Group's risk exposure relating

to financial instruments or the manner in which it manages and

measures the risks.

Market risk

0)

Foreign currency risk

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

exposure should the need arise.

The carrying amounts of the Group's foreign currency
denominated monetary assets and monetary liabilities at the

reporting date are as follows:

Assets BE
RMB AR
EURO (“EUR") Bt (TBR7Tl)
usD =
GBP e gE
Japanese Yen (“YEN") HIE
Liabilities afE
RMB AR
usD ETT
EUR BT
YEN S|

&
5.

(b)

ma
D=
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Notes to the Consolidated Financial Statements
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5. FINANCIAL INSTRUMENTS (cont'd)

(b) Financial risk management objectives and policies (cont’d)
Market risk (cont'd)

0]

Foreign currency risk (cont'd)

Sensitivity analysis on foreign currency risk

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

profit and the balances below would be negative.

Impact of RMB AR ZZE
Profit or loss B &5

Impact of EUR BT %2
Profit or loss A

Impact of YEN BEz®Z
Profit or loss AE

Impact of GBP REErwE
Profit or loss B &5

The Group's sensitivity to foreign currency has decreased
during the current year mainly due to the decrease in foreign

currency denominated monetary net assets.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

5. FINANCIAL INSTRUMENTS (cont'd)

(b) Financial risk management objectives and policies (cont’d)
Market risk (cont'd)

(i)

Cash flow Interest rate risk

The Group has interest bearing assets and variable-rate
borrowings including advances to associates, available-for-
sale investments, derivative financial instruments, loans
receivables, borrowings and bank balances, and is therefore
exposed to cash flow interest rate risk (see Note 29, 31, 40,
33, 42 and 34(a), 34(c) for details). The Group currently
does not have an 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 Inter-bank Offer Rate, prime

rate or the respective country's inter-bank offer rate.

The followings demonstrate the sensitivity to a reasonable
possible change in interest rates with all other variable held
constant, of the Group's profit (loss) before tax (through the
impact of floating rates in advances to associates, available-
for-sale investments, derivative financial instruments, loans

receivables, borrowings and bank balances).

If the floating rates had been 50 basis points higher/lower,
the Group's:

. profit before tax for the year ended 31st December,
2009 would decrease/increase by approximately of
HK$36,739,000 (2008: loss before tax increase/
decrease HK$11,102,000). This is mainly attributable
to the Group's exposure to interest rates on its variable

rate borrowings.

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

and increase in borrowings.
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5. FINANCIAL INSTRUMENTS (cont'd)

(b) Financial risk management objectives and policies (cont’d)

Market risk (cont'd)

(i) 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 which 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 31st December, 2009.

If prices had been 5% higher/lower:

. profit before tax for the year ended 31st December,
2009 would increase/decrease by HK$68,610,000
(2008: HK$nil). This was mainly due to the changes in
fair value of investments held-for-trading and financial
assets designated as at fair value through profit or loss;

and

. other comprehensive income would increase/decrease
by HK$65,615,000 (2008: HK$nil) as a result of
the changes in fair value of listed available-for-sale

investments.

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, 2009 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.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

5.

(b)

FINANCIAL INSTRUMENTS (cont'd)

Financial risk management objectives and policies (cont’d)
Credit risk (cont'd)

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
counterparties. 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 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.

Liquidity risk
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.

—ZZAFEFIHR Annual Report 2009
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5.

(b)

#n & B 7% 3R AR B A

RE-—FEAF+-A=+—HIFE

FINANCIAL INSTRUMENTS (cont'd) 5. SETHE (&)
Financial risk management objectives and policies (cont’d) (b) HEREZEHERKE (&
Liquidity risk (cont'd) HEELREE (&)
The following tables detail the Group's remaining contractual TRAIAEERTESHEBRERRE
maturity for its non-derivative financial liabilities based on the BIMGEHRZ T ERQENBBER - TR TR
agreed repayment terms. The tables have been drawn up based AEBTHERNRZEEAHARES
on the undiscounted cash flows of financial liabilities based on the MEBEZARMBRSRERE EFEE
earliest date on which the Group can be required to pay. The tables MERAEZHEEME -
include both interest and principal cash flows.
Moreover, the following tables detail the Group's liquidity analysis BEON TREFVASESTE M T E 2R
for its derivative financial instruments. The tables have been drawn BB  SRINZDFHAREELE 217
up based on the undiscounted contractual net cash inflows and ATERARBEZ RBERELHFR S
outflows on derivative instruments that settle on a net basis. Mo
At 31st December, 2009
R-BEAE+-A=1-8
Weighted
average Total Total
effective Within Within 2 Over undiscounted carrying
interest rate 1 year to 5 years 5 years cash flows amount
MEFY REREE
ERH= -ER EFRE REHNE RELE REAR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TEx TEL T TERL
Derivative financial liabilities {T£&BEE
Derivative financial instruments ~ $T4£ & BT E - 3,238 - - 3,238 3,238
Non-derivative financial FTESREE
liabilities
Borrowings (5=
- current -REBME 0.59% 3,133,173 - - 3,133,173 3,714,963
- non-current —FREME 0.94% - 9,536,088 52,794 9,588,882 9,500,018
Creditors and accruals JEFTBRIE R B 5T 3R - 503,723 - - 503,723 503,723
Securities trading and EREZFXHEER
margin payable REE - 65,162 - - 65,162 65,162
Amounts due to associates REBERR 2.25% - 12,324 - 12,324 11,859
Amounts due to non-controlling KE?H&HXHX%AIQ
shareholders 2.25% - 85,965 - 85,965 80,098
Financial guarantees liabilitles B BERERE
- current -nELE - 907,389 - - 907,389 76
— non-current —¥REHE - - 449,013 - 449,013 290
5,210,047 10,083,390 52,794 15,346,231 13,876,189
Total b 5,213,285 10,083,390 52,794 15,349,469 13,879,427




Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

5. FINANCIAL INSTRUMENTS (cont'd)

(b) Financial risk management objectives and policies (cont’d)

Liquidity risk (cont'd)

Derivative financial liabilities
Derivative financial instruments

Non-derivative financial
liabilities

Borrowings
- current
- non-current

Creditors and accruals

Securities trading and
margin payable

Amounts due to associates

Amounts due to non-controlling
shareholders

Financial guarantee liabilities
- non-current

Total

TEEMAR
fTEERIA

EFNE R A

&
-mEnE
-FRPMHE

e RIE R AR

ERERZAERR
RES

REBERATA

REFERRRFE

BBRRAR
-FRPHE

(c) Fair value of financial instruments

The fair value of financial assets and financial liabilities are

determined as follows:

. the fair value of financial assets and financial liabilities with
standard terms and conditions and traded on active liquid

markets are determined with reference to quoted market bid

prices and ask prices respectively;

Weighted
average
effective
interest rate
mETH
Yl

1.23%
0.77%

4.00%

4.00%

—ZZAEFEH Annual Report 2009
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(b)) ZEEBEZEFERKE (&)
HEEE AR (&)

At 31st December, 2008
RZEEN\F+ZF=1—H

Total Total

Within Within 2 Over  undiscounted carrying

1 year to 5 years 5 years cash flows amount
RERRE

—FR MERDF RENE mERE FHeE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TER TER TEL TER TEL

= = 24,432 24432 24432

3,163,925 - - 3,163,925 3,163,925

- 8330,083 175,175 8,505,258 8,505,258

323,026 - = 323,026 323,026

62,702 - - 62,702 62,702

- 9,736 - 9,736 9271

= 86,235 = 86,235 77565

1,069,650 = = 1,069,650 618

4,619,303 8,426,054 175,175 13,220,532 12,142,365

4,619,303 8,426,054 199,607 13,244,964 12,166,797
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

5. FINANCIAL INSTRUMENTS (cont'd)

(c) Fair value of financial instruments (cont’d)
. the fair value of derivative instruments are determined based

on the quoted prices provided by the securities’ broker; and

the fair value of other financial assets and financial liabilities
are determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using the
estimated future cash flows and the current market rate of

return.

The Directors consider that the carrying amounts of financial
assets and financial liabilities recorded in the consolidated financial

statements approximate to their fair values.

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).
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

5.

d)

FINANCIAL INSTRUMENTS (cont'd)

Fair value measurements recognised in the consolidated

statement of financial position (cont’d)

The following table shows an analysis of financial instruments

recorded at fair value by the fair value hierarchy:

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

Available-for-sale
investments
— Listed equity securities
— Listed debt securities
— Unlisted debt securities
— Unlisted equity
securities (Note i)
— Club debentures
(Note ii)

Total

Financial liabilities
Financial liabilities at
fair value through
profit or loss classified
as held-for-trading
— Derivative financial
instruments

Notes:

SRMEE
BRESURRATEZ
TREE

-REEERE

~EERBBESR
AR F{E

BERE

— EWRAE %

— ETEBES

—FEMEBES

— I LR E 5
(BEi)

— g A (M)

BE

ERER

BRERESENRRAFEZ
TREE WOBARE
BEEAR

—TEEMTA

—ZEZAFEEHR Annual Report 2009
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d) REEHMBEMRRBEXRERZ L FETE

N
(&)

TREREATFES REAEDEAT
Ercsk s BT AN

At 31st December, 2009
R-EENF+-A=1+—H

Level 1 Level 2 Level 3 Total
Z£-& ZE-& =% HE
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAETT FET FAT
643,954 - - 643,954
728,238 - - 728,238
1,312,297 - - 1,312,297
41,121 - - 41,121
213,824 - - 213,824
- - 204,375 204,375
- - 15,731 15,731
2,939,434 - 220,106 3,159,540
- 3,238 - 3,238

B 5

(i)  The fair value of unlisted equity securities investments classified as

available-for-sale investments are measured using a discounted cash

flow model that includes some assumptions that are not supportable

by observable market prices or rates (see Note 31 for details).

(i) The club debentures are stated at cost less impairment loss at the end

of the reporting period.

() PERBERBEZILMEAZTHRE
ZRFEDABRRESRERAGE
ZEABEETEEATERTISERK
ERTFZBRR (FBEME3) -

(i) BHEFRBREHRIEZEKANGRIREE
BB
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

5. FINANCIAL INSTRUMENTS (cont'd)

d) Fair value measurements recognised in the consolidated

statement of financial position (cont’d)

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

the fair value hierarchy.

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

included in Level 1

#n & B 7% 3R AR B A

BE2 —FTZENFF+ - A=+—"HIFFEZF
5. @@ T A (&)
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(48
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Wm%ﬂﬁﬁﬁ%°$%lﬁﬁi@§§
AZTSRERBAZEAB - WET
BEEFtAE /-

The movement during the year in the balances of Level 3 fair value BE=RATEFEEBNEANZET N
measurements is as follow: Ik
HK$'000
FERT
Unlisted available-for-sale equity securities FEMEERTBLHBRERSHES:
investment and club debentures:
At 1st January, 2009 RZZEZENF—H—H 251,415
Net unrealised gains or losses recognised in PR R E 2 W S FERR 2
other comprehensive income during the year RERUIW N EEFEE (31,309)

At 31st December, 2009 RZZEZNF+=_A=+—H 220,106

All of the above gain 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

" oo < "
of “securities investments reserve”.

FRAEFHARFEREEMEE KR 2K
BRERESERBRERRFEZERE
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

6. CAPITAL RISK MANAGEMENT

The Group's primary objectives when managing capital are to safeguard
the abilities of the entities in the Group to continue as a going concern,
so that it can continue to provide returns for shareholders of the Company
and benefits for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access to finance at

a reasonable cost.

The Directors actively and regularly review and manage the Group's
capital structure to maximise the returns to shareholders through the
optimisation of the debt afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in economic

conditions. The Group's overall strategy remains unchanged from 2008.

During the year ended 31st December, 2009 the capital structure of
the Group mainly consists of debts, which include borrowings from
banks, time deposits, bank balances and cash, and equity attributable to
equity holders, comprising issued 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 5009, determined as the proportion of net debt to equity.
This ratio is expressed by as a percentage of net borrowings over the
total equity. Net borrowings is calculated as total borrowings (as shown
in the consolidated statement of financial position) less cash and cash

equivalents.

—ZZAFEFIHR Annual Report 2009
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

6. CAPITAL RISK MANAGEMENT (cont'd)

The gearing ratios as at 31st December, 2009 and 2008 were as follows:

Borrowings — due within one year (i)

Borrowings — due after one year (i)

Total Debt (i)

Cash and cash equivalents (ii)

Net debt

Net debt
Listed equity securities investments and

treasury products (iii)

Net debt
(net debts less listed equity securities

investments and treasury products)

Total equity (iv)

Net debt to equity ratio (excluding listed equity

securities investments and treasury products)

Net debt to equity ratio (including listed equity

securities investments and treasury products)

(i)  Borrowings are detailed in Note 42;

BE——FREH>)
fEE——FR )

7% 48 5 ()
B4 RE 4% EEE (i)

#n & B 7% 3R AR B A

BE2 —FTZENFF+ - A=+—"HIFFEZF
6. EAREMEIE (&)

R-FFNEFR_FENEF+_A=+—HZ
BEARBEABLERMT

t \

2009 2008
HK$'000 HK$'000
FE T FAT
3,714,963 3,163,925
9,500,018 8,505,258
13,214,981 11,669,183

(6,317,351)  (10,896,959)

B 55 6,897,630 772,224
B 558 6,897,630 772,224
ETRAEFEER

B & 2 (iii) (2,681,251) -
B 55

(BB FHESN EMRA

BHEELMEER) 4,216,379 772,224

% 7S 4 2= 48 FE (iv) 39,431,878 35,302,649
B FRERANESLR (TR

ETRAFELSEERTEER) 17.5% 2.2%
B FEERAERLE (BF

EFTRABHEELMEER) 10.7% 2.2%

(i) Cash and cash equivalents comprise pledged deposits, time

deposits, bank balances and cash at the end of the reporting period;

(i) Listed equity securities investments and treasury products are as

detailed in Note 31, 36, 37 & 40;

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

interests at the end of the reporting period.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

6. CAPITAL RISK MANAGEMENT (cont'd)

The increase in net debt to equity ratio mainly due to the decrease of
cash and deposit balances and increase of borrowings for the repurchase
of the Company's shares, payment of dividends and additions to listed

available-for-sale investments.

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.

In relation to the formation of the wholly foreign-owned enterprise for
carrying out investment consultation business in the PRC, the Group was
required to pay up the required amount of registered capital for one
wholly owned subsidiary, namely EE 5 (JtR)EEBERER QA in
2009. At 31st December 2009, the required registered capital was paid
up within the specified time in accordance with the relevant laws, rules

and regulations of the PRC.

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

subject to externally imposed capital requirements.

7. REVENUE

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

financing and cosmetic goods sold less returns.

During the Year, the losses from the sales of investments held-for-trading
in “Revenue” on a net basis are HK$115,548,000 (year ended 31st
December, 2008: HK$116,064,000).

—ZZAFEFIHR Annual Report 2009
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS

The Group determines its operating segments based on the reports
reviewed by the chief operating decision-makers that are used to make

strategic decisions.

The Group has seven reportable segments — property development and
trading, property leasing for retail, property leasing for non-retail, listed
available-for-sale equity investments, listed held-for-trading investments
and treasury products, floating rate and fixed rate notes and unlisted
investments, investment holding and brokerage. The segmentations
are based on the information about the operation of the Group that

management uses to make decisions.

Principal activities are as follows:

Property development and Property development and sales of

trading trading properties

Property leasing

— Retail - Property leasing from retail
properties
— Non-retail - Property leasing from non-retail

properties

Listed securities

— Available-for-sale equity Listed equity securities in available-

investments for-sale investments
— Held-for-trading - Listed securities investments in
investments and investments held-for-trading,
treasury products over-the-counter trading and
structured products

Floating rate and fixed - Listed and unlisted floating rate
rate notes notes and fixed rate notes in
available-for-sale investments
Unlisted investments, - Unlisted securities investments,
investment holding and trading and brokerage

brokerage

#n & B 7% 3R AR B A

BE—FEENFf - A=1—HIFEF
8. I\\g%%\ﬁéﬁ
REBRBEEZZLERAREANERRBERTE
BEMzREBETEENE-
REEBELEMERSE  WELXEREE

TEMEAE T

EWMERE  LTRAFE

KRE EWFHEEERERMEER FERE

EREERIFLETRE REZER
LL“@EﬁB%W

B EAR -

TEEBRBNT

MEERN

o ==
BE

MEME

-FE

~#TE

= =

5
~ B
#A

—-BEEE

FELEMKE -
BEER K
AR

SRR -

BEERUMELRKZA

MEBZRMNEBEME
HE

KEFTEMEEE

%%#E%ZLm
EBHRE BIRS
N AETE N E fn

REEHREZETR
FLEMEERER
B

FLmEHREE
BEERELRY



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

The accounting policies of the operating segments are the same
as those described in the principal accounting policies. The Group
evaluates performance on the basis of profit or loss from operations
after tax expense and non-controlling interests but not including the
major non-cash items. The major non-cash items are fair value changes
on investments properties together with their respective deferred tax
expense. No intersegment revenue is accounted for as the intersegment

revenue is mainly the rental income for administrative purpose.

The Group's measurement methods used to determine reported segment

profit or loss remain unchanged from 2008.

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

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

basis of the properties located.

No major customer is for the Group's revenue and result.
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

Operating segment information is presented below:

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31st December, 2009

Major cash items excluding
in revenue
- Hong Kong
- other countries

Revenue

Revenue from external customers
~ Hong Kong
- PRC
- other countries

Revenue from extenal customers
after non-controlling interests
Attributable property sales from
associates
Attributable rental revenue from
associates
~ Hong Kong
-PRC

Result

Segment result
- Hong Kong
-PRC
- other countries

ARG ZEEREEE

-&ik
-HiER

BA
RENDEFE 2K
-3

REMRFERERR L
SHEEFRA
EEBERANEHE

EEBEDABERA

-5
-8

S |
~%&ik
—HE
-HER

Property leasing

=)

Bt 75 3 3 Mt &

\
BE—EENFEF A=+ —HIFEF
8. KEnf (&
AR E2EHELEIBER
RETEWRFERE

BE_TTAF+-A=+—AILEE

Listed securities

NERE Lg%
Held-for- Unlisted
Available- trading investments,
Property for-sale investments Floating rate investment
development equity  and treasury and fixed  holding and Al other
and trading Retail ~ Non-retail investments products  ratenotes  brokerage segments  Consolidated
BFEE PS8
ES RA%E RER #5k  REBERR fiE
REH 2& 2L kE HEER EEEE BERY 5% &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TR Tin TiEn Tin TiEn T TiEn
- - - - 3,760,743 = = = 3,760,743
- - - - 3,434,378 - - - 3,434,378
= = = = 7,195,121 = = = 7,195,121
1,217,701 604,583 329,523 = (72,513) = 18,865 17,245 2,115,404
- 41,313 37,631 - - - - - 78,950
s - s 5 (43,035) - = = (43,035)
1,217,701 645,896 367,160 - (115,548) - 18,865 17,245 2,151,319
1,213,856 644,812 365,194 - (115,548) - 18,865 17,245 2,144,024
17431 = = = = = = = 17,431
= 1,153 22,674 = = = = = 23,821
- 54,261 4,245 - - - - - 58,506
1,231,281 700,226 392,113 - (115,548) - 18,865 17,245 2,244,188
11,976 574,817 313,294 3m 193,566 11,366 114,039 37410 1,326,190
- 32,095 32,888 - - - 4,982 - 69,965
- - - - 320,980 - - - 320,980
11,976 606,912 346,182 31 514,546 11,366 119,021 37410 1,117,135



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (cont’d)

For the year ended 31st December, 2009

Other income, net
Share of results of associates
- attributable property sales
- attributable gross rental income
- Hong Kong
- PRC
- attributable operating cost
- Hong Kong
- PRC
- other
Non-controlling interests -~ allocated
Finance cost on listed securities
investments and treasury products

BN FE
BABENARE
-EENRHEE
-EERERALE
-&%
il
-EEBERA
-&%
il
—Ef
FERES-E0E
IHEFRERIE
ERLHBER

Loss on disposal of investment property  HERENE 2 FE

Other gains and losses, net
- impairment loss recognised in
respect of advance to
an associate
— gain on disposal of subsidiaries

Unallocated items
Unallocated other gains and
losses, net
Unallocated corporate expenses, net
Unallocated finance costs
Income tax expense
Non-controlling interests
- unallocated

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

Profit for the year attributable to
equity holders of the parent

AhERBRER
-RBA-FBERT
HRER
RESR
-HESRNBRRL
Wg

AAERE
AP EZEMRER
ERAR
ADBZAAHIFE
AR IHHER
AR
FEREE-AD %

BbaR (HREE
#R2EE)

IEHALEA
-RANELATE
ZY(RERH
BELEEER
SFERER)
-EEHA

BAARAREREA
EfEREERR
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8. KENHE(BE)

HAESERERE (H)
BE-TPAE+-AST—ALFE

Property leasing Listed securities
NEEg taEs
Held-for- Unlisted
Available- trading investments,
Property for-sale investments Floating rate investment
development equity  and treasury and fixed  holding and All other
and trading Retail Non-retail  investments products rate notes  brokerage segments  Consolidated
KFEE FEHRE
NERE RA&E RER B8R REBRER fiE
REE EH *2E& RE HEER ESEE BRER Eb5E &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn T TiEn TiEn TiEn TiEn TiEn TR TiEn
16,060 - - - - - - - 16,060
17599 - - - - - - - 1599
= 1,153 22,674 = = = = = 23,821
- 54,261 4,245 - - - - - 58,506
= (635) (6,692) = - = - = (1321)
= (32,757) (2,563) = = = = (a6,711) (82,031)
= = = = = = 162 (9,251) (9,089)
(2,009) - - - - (5,565) = = (1514)
= = = = (13,671) - - - (13,671)
99,626 628,934 363,846 3,122 500,875 5,801 119,183 (18,552) 1,703,435
- - (610) - - - - - (610)
- (488) - - - - = = (488)
- - 48,951 - 3,998 - - 102 53,051
99,626 628,446 412,187 3,122 504,873 5,801 119,183 (18,450) 1,755,388
35124
(201,335)
(91,814)
(70,633)
(9,406)
1,417,324
8,688,881
(1,457478)

8,648,727
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

%é/\

Ut %5 R 2= Fff &t

BENFFZA=+—HIFE

\
#E—

.
8. & H¥E (4

N\

CONSOLIDATED STATEMENT OF FINANCIAL POSITION SREBBRRER
At 31st December, 2009 RZZEZNF+_A=1+—
Property leasing Listed securities
nEAg tiEs
Held-for- Unlisted
Available- trading Floating  investments,
Property for-sale investments rateand  investment
development equity  and treasury fixed rate  holding and Al other
and trading Retail  Non-retail investments products notes  brokerage segments  Consolidated
BHFER FLETRE:
NEER R& RER FER  REERR ]
REE 2 ¥2E H#ERE HEER EEEE BERY AR E g8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiExn TER TiEx TER TER TER TER TER TER
Assets &E
Segment assets PREE
- Hong Kong &8 1,294,396 29,744,249 12,520,459 1,313,098 646,284 267,009 535,814 114,055 46,435,364
- PRC -f 5,596,973 703,550 855,537 - - - - - 7,156,060
- other countries -EpEX 1,698,480 - - - 1,089,568 - - - 2,788,048
Interests in associates BENTES
- Hong Kong -&k 116,591 15,220 695,577 - - - - 260 827,648
- PRC i 26,964 148,502 15,192 - - - - - 190,698
Advances to associates BNBEDANE
- Hong Kong &% 1,079,136 23,581 31ns - - - - 5,655 1,146,096
- PRC i 699,290 17,780 1955 - - - - - 785,025
Reportable segment assets NERHEEE 10,511,830 30,712,928 14,132,438 1,313,098 1,735,852 267,009 535,814 119970 59,328,939
Unallocated corporate assets FHBLRREE 86,144
Consolidated total assets GREAE 59,415,083
Liabilities af
Segment liabilities AEEE
- Hong Kong -&#% 114,374 347,954 159,283 6 1,237,290 466 68,008 17962 1,945,343
- PRC - 506,796 16,690 13,538 - - - - - 537,024
- other countries -EEX 1 - - - 16 - - - 87
Reportable segment liabilities NERABAR 621,241 364,644 172,821 6 1,237,306 466 68,008 17,962 2,482,454
Unallocated corporate liabilities L PANGIELE 17,500,751
Consolidated total liabiities GREak 19,983,205
Additions to non-current assets REZFRBDEE
(other than financial instruments ~ (£BIAREE
and deferred tax assets) HEEERS) 293,542 769,920 236,952 - - - - 648




Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

OTHER MATERIAL ITEMS

For the year ended 31st December, 2009

Interest income
Interest expenses

Net interest income (expenses)

Depreciation and amortisation

Fair value changes on investment
properties

Share of results of associates

Income tax expense

Non-controlling interests

M EHA
MB X
MBWA (%) #8

FERBH
FANEIATES

BIRRERARRE
FrEhiA X
RS

ZZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

BE_FENFF+_A=1T—HIFE

A A K =
8. a2k (E)

HttEKRIEAE

BE_ZZNFE+-_A=+—BItFE

Consolidated

Reportable Adjustments statement of
segments Adjustments for major  comprehensive
totals for unallocated non-cash items  income totals
TEH TEFRSE RE2E
PEAR Ao RE HEZHE KEHRAR
HK$'000 HK$'000 HK$'000 HK$'000
TR TER TER TR
184,304 - - 184,304
(13,671) (91,814) - (105,485)
170,633 (91,814) - 78,819
= (22,927) = (22,927)

- - 8,564,301 8,564,301

(8,515) - 131,145 122,630
= (70,633) (1,457,478) (1,528,111)
(7,574) (9,406) (6,565) (23,545)
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements

iR A S R AR Y A

For the year ended 3 1st December, 2009
8. OPERATING SEGMENTS (cont'd)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31st December, 2008

BE-FENE+-A=1—ALEE

L

REETHKERR
HE_ZTTZN\F+_A=+—HILFE

Property leasing

Listed securities

I3k &S
Held-for- Unlisted
Available- trading investments,
Property forsale  investments  Floating rate investment
development equity  and treasury andfied  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerage segments  Consolidated
RIFEE FLTRE
EEE BARE RER B8R RAERR il
REE £ *=2E k& HEER EERE BERH% AR Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL AL TAL AL TAL TR TR TiEn TR
Continuing operations i E Y
Major cash items excluding WA 2T EREER
in revenue
- Hong Kong -&5 = = - 6388426 160,604 = = - 7049030
~ other countries ~EHER - - - - 1,252,543 - - - 1,252,543
= = = 6,888,426 1,413,147 = = = 8,301,573
Revenue /9N
Revenue from external customers RESNREPZHA
- Hong Kong -&% 370,393 581,703 299,224 - (13,237) - 2,115 26903 1,287,101
- PRC -f = 43,871 36,774 = = = = = 80,651
— other countries -EER - - - - (102,827) - - 5 (102,827)
370,393 625,580 335998 - (116084) - 2115 26903 1264925
Revenue from external customers RenkEtkeaks
after non-controlling interests SEEPKRA 311,848 624,602 333,973 = (116,064) = 22,115 26,903 1,203,377
Attributable property sales from EEBERFANEHE
associates 86,144 - - - - - - - 86,144
Attributable rental revenue from ERBEERAESUA
associates
- Hong Kong &% - 2313 18,625 - - - - = 20938
- PRC - - 90,777 3,960 = = = = = 94,737
397992 717,692 356,558 = (116,064) = 22,115 26,903 1,405,196
Result EL |
Segment result PEXE
- Hong Kong -5 190,137 547,092 284,167 3,763,990 25,072 250 246,473 46,591 5,103,772
- PRC ~f = 36,091 31,999 = = = 4753 = 72,843
~ other countries —HiER - - - - (102,066) - (73,660) - (175.726)
190,137 583,183 316,166 3,763,990 (76,994) 250 177,566 46,591 5,000,889



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (cont’d)

For the year ended 31st December, 2008

Property leasing

nz-TT

— ===

Listed securities

NERE taEs
Held-for- Unlisted
Available- trading investments,
Property forsale  investments  Floating rate investment
development equity  and treasury andfired  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerage segments  Consolidated
RIFEE FEmRE
UEZ RAGE RER FER  REERR i)
REE 28 FTE %E HEER EERE B EAHH Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL AL TAL TAL L TAL AL TAL ThL
Share of results of associates BEBRENAZE
- attributable property sales —EENEHE 36,832 - - - - - - - 36,832
- attributable gross rental income -EhESRAES
- Hong Kong &% = 2313 18,625 = = = = = 20938
- PRC i - 90,777 3,960 - - - - - 94,737
- attributable operating cost ~EREEHE
- Hong Kong &k - (1,172) (3,093) - - - - - (4,265)
- PRC —th - (40,849) (3,489) = = = = (39588)  (33,929)
- other —Hth - - - - - - 2791 (12,006) (9,215)
Non-controlling interests - allocated ~~ FERERE-EH% (41,019) - - - - - - - (41,019)
Finance cost on listed securities FAESREARME
investments and treasury products EnHBER - - - - 3471 - - - 3471
185,950 634252 W0 3763990 (73517) 250 180,357 (5003) 5018449
Loss on disposal of investment hERENE 2 BE
properties - (1,300) (1,421) - - - - - 2721)
Other gains and losses, net At s R ERFE
~ impairment loss recognised -RBN-RABENT
in respect of advance to FERR  HEERSE
an associate - 342 - - - - - (5814) (5472)
- impaiment loss recognised —H-RBERAER
in respect of interest in BR 2 AERR
an associate - - - - - - - (653) (653)
185950 633,294 330749 3763990 (73517) 250 180,357 (11470) 5009603
Unallocated items AAEEA
Unallocated other gains and ARz ERER
losses, net BEEEE 16,293
Unallocated corporate expenses, net AP E 2 AFXHFE (210,095)
Unallocated finance costs KB UKER (286,648)
Income tax expense FRHRAX (75,536)
Non-controlling interests FEREE-AHE
- unallocated (3,798)
4449819
Discontinued operation BRIESEEE
Loss for the year from discontinued ~ SARRAERHA AR
operation attributable to equity BRIEEEXHB AF
holders of the parent EER (979)
Core profit (excluding major B R (BBREE
non-cash items) ¥REER) 4,448,840
Major non-cash items TEFHLEE
-~ fair value changes on investment -RENSZATE
properties (including share of 2Y(RERN
results of associates and BERAZER
non-controlling interests) R RER) (7525,480)
~ deferred tax —EERE 1,582,264
Loss for the year attributableto ~ SAFRAEZHAA
equity holders of the parent EEAFERE

—ZZAEFEH Annual Report 2009
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(1,494,376)
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CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements

iR A S R AR Y A

For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31st December, 2008

Assets
Segment assets
- Hong Kong
- PRC
- other countries
Interests in associates
- Hong Kong
- PRC
Advances 1o associates
- Hong Kong
- PRC

Reportable segment assets

Unallocated corporate assets

Consolidated total assets

Liabilities
Segment liabilities
- Hong Kong
- PRC
- other countries

Reportable segment liabilities

Unallocated corporate liabilties

Consolidated total liabilities

Additions to non-current assets
(other than financial instruments

and deferred tax assets)

BE

PEEE
~&
-7
-HEER

BEDAER
-5
k]
BHBEAFN
-5
k]

2R EAE

8

HRBH
4
8
~£E%

DET V-

FEEXRBEE
(EBMIEREE
HEEERS)

BE-FENE+-A=1—ALEE

8. A==

I

REMBMRREE
R-FFENF+-_A=1+—~8

uw\ /‘\ 7|-E ( 1= >

Property leasing Listed securities
NERE ta#Es
Held-for- Unlisted
Available- trading Floating  investments,
Property forsale  investments rate and investment
development equity  and treasury firedraste  holding and All other
and trading Retail Non-retail ~ investments products notes brokerage segments  Consolidated
REEE FLTRE
EEE BARE RER B8R REABRR fiB
REE £ ¥EE k& HEER TRER BLRB 5B &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn TR TR TR TR TR TR TiEn TR
2,274,073 19,406,122 17,845,771 - 330,021 221813 490,545 103,282 40,671,627
5542,424 612,654 598,822 = - - - - 6,753,900
1,686,144 = = = = = = - 1,686,144
278,400 64,701 334,951 = = = 3,577 545 682,174
= 168,765 18,788 = = = = = 187553
923,409 22,683 48,138 = = = 1 5416 999,647
699,075 77147 8,588 = = = = = 784,810
1140355 20352072 18855058 = 330,021 01813 494,123 109243 51765855
111,684
51,877539
201,537 336,100 76,877 - 25,048 150 64,229 16,073 720014
67231 16022 14,745 - - = = = 97998
118 - - - = = = = 118
268,886 352,122 91,622 - 25,048 150 64,229 16,073 818,130
15,756,760
16,574,890
537590 294,128 154,194 = = = 2791 13




Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

8. OPERATING SEGMENTS (cont'd)

OTHER MATERIAL ITEMS
For the year ended 31st December, 2008

Interest income MEKA
Interest expenses ME
Net interest income (expenses) — FIS WA (2 ) 58

Depreciation and amortisation ~ #7& k& H#
Fair value changes on investment  &ME 7 ATFELH

properties

Share of results of associates ~ B{EBE AR EE
Income tax (expense) credit FEH (Rx) &M
Non-controlling interests FERER

9. OTHER INCOME

Continuing operations

Included in other income are:

Building management fee income

Building management fee expenses

Forfeiture of deposits received on sales of
properties

Exchange gain, net

—ZZAEFEH Annual Report 2009

#r & B 7% 3R 3R B EE

BE_EENFLT_A=1—HILFE

T A ¥
8. KENH(E)

HttEKRIEE

BE_ZTZN\F+_A=+—HLFE

Consolidated Consolidated

statement of statement of

Consolidated

Adjustments  comprehensive  comprehensive statement of
Reportable Adjustments for major income income  comprehensive
segments for non-cash (continuing  (discontinued income
totals unallocated items operations) operation) totals
KAZA FREH
LSt WaEHRE
GES: TEERSE (FEEE (B#IE HAEE
AEEE  RHHZHE BRZHE £%) Besn) KaBREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THER THER TEL TR TEL
228,405 = = 228,405 38 228,443
3477 (286,648) - (283,171) - (283,171)
231,882 (286,648) = (54,766) 38 (54728)
= (20810) = (20810) = (20810)
= = (7467668)  (7467,668) = (7,467668)
55,102 - (63,490) (8,388) = (8,388)
= (75,536) 1,582,264 1,506,728 = 1,506,728
(41,019) (3799) 5,678 (39,139) 971 (38,168)
9. HEAbUA
2009 2008
HK$'000 HK$'000
FTHERT THET
H ﬁﬁ 1451 UNZEE
BFEERERA 74,614 68,109
EFEEEBY Y (47,060) (42,113)
27,554 25,996
RUGHEY ¥R T
10,141 655
BE 3 Uk 255 B 1,681 -
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CHINESE ESTATES HOLDINGS LIMITED EABX%5E

Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

10. INVESTMENT INCOME, NET

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

Financial assets designated as at fair value

through profit or loss:

Unrealised loss arising on change in fair
value of bonds

Realised gain arising on change in fair
value of bonds

Realised gain (loss) arising on change in fair
value of credit-linked/equity-linked notes

Net gain (loss) 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:
Unrealised (loss) gain arising on change in fair
value of derivative financial instruments
Realised gain arising on change in fair value of
derivative financial instruments

Net gain arising on change in fair value of
financial liabilities at fair value through profit or
loss classified as held-for-trading

Impairment loss recognised in respect of
available-for-sale investment

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

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

Discontinued operation
Interest income from discontinued operation

o)

FREEXE
BBERNRBRAFERD R
REEEEZERMEE:
REEBEREZATEED
B4 2 R B3R M ek

te BBIRIBSE LR ATFEY

SHEE:

BHEATESDHELY
KBS

EHEAFESDHEEY
L EN T

EEHNER REHBHES
EAFEEBFEES
BB (BE)

BERBBERURBRAFEZ

Bt 75 3 3 Mt &

HE-—FEEAF+— J=f— [
10. % %

CREERNRFEESIMELEZ

Wzt (518 ) 35

BBBRARRATERHE
BREFEEZSRAR:
HELBMTARATFEES

TE A2 RER (BR) K
FAESMTARAFEE
i 2 B2 B

AT (ERBE LW A
R EDBRHIFEEZ
SR A EKSFE

FERE CHEARERRE

HEGFERERARAERER:

FHiRE
FELEMRE

B SHARE -
EmERE
—HERE
—H LA
FLEMIRE
B WA
BEMNE
A Bk R R IR
B — BRI R R

BERIEREXK
KECRIEBERBZHBLRA

5 I A FEEE
2009 2008
HK$'000 HK$'000
FExT FAT
18,173 =
(16,771) =
197,320 =
48,087 (16,221)
228,636 (16,221)
(3,238) 26,419
24,432 =
21,194 26,419
- (78,881)
- 3,647,768
- 5,221
3,722 116,222
258,579 761
37,712 57,791
177,489 209,738
15,322 26,772
328 381
761,155 3,995,971
- 38
761,155 3,996,009




Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

10. INVESTMENT INCOME, NET (cont'd)

Included in interest income are interests from bonds, credit-linked

notes, derivative financial instruments, listed floating rate notes and

unlisted floating rate and fixed rate notes approximately HK$60,703,000,
HK$13,000,000, HK$29,809,000, HK$1,608,000 and HK$8,969,000
respectively (year ended 31st December, 2008: nil, nil, HK$28,111,000,

HK$1,481,000 and HK$4,961,000).

11. OTHER EXPENSES

Continuing operations

Included in other expenses are:

Amortisation of intangible assets

Expenses for specific transactions

12. DISCONTINUED OPERATION

Revenue
Investment income, net

Administrative expenses

Loss for the year from discontinued operation

Cash flows from discontinued operation:
Net cash flows generated from
operating activities

Net cash flows used in investing activities

Net cash flows generated from

discontinued operation

ey B - E S
HRAX 8% :

B EE#H
FEXHHX

YA
KREWANFRE
THFEX

AEERECDKRIEREEBKER -

KEERIEREXRBZHA

—ZZAEFEH Annual Report 2009

#r & B 7% 3R 3R B EE

BE—FEAGFF A=+ —AULFE
0. RE WA (&)

MBWAZFEEES EEEMIZE T4£S
MIA FHEEEBRIFLMESRELEE
& 2 % B % Bl 4960,703,000/% 7T * 13,000,000
770+ 29,809,000/ 7t * 1,608,000/ 7T &
8,969,000/ 7T (HE=F 7)\¢+ A=+—
BIEFE:
5%73&4,961,0007%%) o

1. bR <

KEREXH RS REFH

ARREERSZRERE)

REERIEEEEBKZ
BE&mEFHE

2009 2008
HK$'000 HK$'000
FHET FAET
2,860 2,860
3,994 2,400
12. B8R E & EFEFK
2009 2008
HK$'000 HK$'000
FERT FET
- 38
- (1,988)
(1,950)
/i\/ﬁg :
= 42,537
 &H - (174)
- 42,363
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12. DISCONTINUED OPERATION (cont'd)

On 1st February, 2008, G-Prop (Holdings) Limited (“G-Prop”) entered
into a conditional agreement with Fame Ascent Investments Limited
(“Fame Ascent”) to dispose of the operation in production and sale of
methanol (the "Methanol Project”) for approximately HK$183,699,000.
The disposal was completed on 25th July, 2008. Following the disposal,
the results of Methanol Project was reported as a discontinued operation
and presented separately in the consolidated statement of comprehensive
income in accordance with HKFRS 5, “Non-current Assets Held for Sale
and Discontinued Operations”.

13. PROFIT (LOSS) FOR THE YEAR

—EEN\F_A—H 2EGCEBRAF
(€E])BERREBRAB ([BA)FTL
—IHE & ek - bA#9183,699,000/% T i & A&
EREERE ¥ ([FEEE]) %LER
RZZFZENFLAZ+HBZK REEE:
FIREE 2XENRERSH K REERES
SRIFEHEZERBEERE KL ILEE ]
RERIEREEB R WRGEEERKRER
e Gl

13. REEmH (EE)

Profit (loss) for the year has been arrived
at after (charging) crediting:

Continuing operations

Total staff costs:

Staff costs, including Directors’ emoluments

Retirement benefits scheme contributions,
net of forfeited contributions of
HK$320,000 (2008: HK$192,000)

Auditors' remuneration

Exchange loss, net

Depreciation

Amortisation

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

Discontinued operation
Staff costs
Retirement benefits scheme contributions

2009 2008
HK$'000 HK$'000
FTET FiBIT
RELHF (BE)E (HR)FA:
BREEEER
EEKABEE:
EERAN (BRESHE) (117,383) (117,116)
RORTE A FT S AR Bk
B2 W £ 57320,0007% 7T
(ZZFZ)N\F:192,000/7T) (5.302) (4,118)
(122,685) (121,234)
% 2R AD B & (3,479) (3,119)
bE 5 B 18 H 5 - (3,955)
meE (22,137) (20,005)
B 58 (790) (805)
BEYEKAER (1,091,214) (191,515)
{b Al & P AN T 3R (3,189) (2,778)
BB AR BIE
(BErABEEEDRIER) (26,381) (1,594)
HERIEERREZ
FiS RIR 42 %8 7,195,121 1,413,147
HEREEEREZREE
(7,295,811) (1,525,028)
EERIEEEREZRHKRA
(14,858) (4,183)
FARARNZHEEEREZ
BB R (115,548) (116,064)
REMEHRS WAL 1,013,056 961,578
B AFEEARSKRAZ
BREMFEERELERY
(47,046) (50,876)
AEEWEELERSWAZ
BREMEERLERS
(12,916) (11,353)
953,094 899,349
CRIEEEER
(=% = (684)

RRAEFIE B

1)
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For the year ended 3 1st December, 2009

14. FINANCE COSTS

Continuing operations

Interest on:
Bank loans wholly repayable within five years
Bank loans wholly repayable over five years

Other loans wholly repayable within five years

Imputed interest on:
Amounts due to associates
Amounts due to non-controlling shareholders

Convertible bonds

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

E

14, 81 %5

BEEE R
g
BARAENZBIEEZ RITER
ARAFEREBERY RTER
ARAENZBIEEZ HLER
ZEFE
V=) T NS
RE IR ERE
] 45 1 5
g M

SNEERIE R BE (M)

Hp s8R

B RAERTVEETR
BARLzME

BABERTERENE
BEREZHE

ZZEZAFEEHR Annual Report 2009

£ M
2009 2008
HK$'000 HK$'000
FET F& T
90,920 306,807
6,220 10,775
2,733 4,420
99,873 322,002
465 813
2,934 5,057
- 5,305
3,399 11,175
103,272 333,177
10,938 (7,897)
13,683 10,607
127,893 335,887
(15,082) (20,502)
(7,326) (32,214)
105,485 283,171
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15. OTHER GAINS AND LOSSES, NET

2009 2008
HK3$'000 HK$'000
FERT FAT
Continuing operations BEREXK
Included in other gains and losses, net are: Hihm REEFERE:
Gain on deemed disposal of a subsidiary RIEH & — R B ARz W
(Note 1) (M) 35,134 -
Gain on disposal of subsidiaries (Note 2) HEZREMNB ARG 2 e (BEE2) 53,051 =
Impairment loss reversed in respect of ARk /N F O 2 P
advances to associates VEREN SEi - 187
Impairment loss recognised in respect of BN — B E R RIRIERER Z
advance to an associate B & 18 (488) (5,472)
Gain on purchase of convertible bonds of BE—RNBRARZAIRRESRZ
a subsidiary (Note 3) e (F7E3) - 6,396
Gain on redemption of convertible bonds of EE—MEWEB AR Z T RRESZ
a subsidiary (Note 4) e (F=E4) - 5,595
Gain on disposal of subsidiaries (Note 5) & Z BB AR 2 e (FEEs) - 3,870
Impairment loss recognised in respect of M D AR R R EER
interest in an associate (3,300) (653)

Notes:

#n & B 7% 3R AR B A

BE—FEEAES— =4 — I
15. = K E 18 558

s

1. Gain on deemed disposal of a subsidiary arose from deemed disposal of

8.27% interest in G-Prop by placing on 17th June, 2009. The Group then
holds 41.93% shareholding in G-Prop and G-Prop remained a subsidiary of
the Company.

Gain on disposal of subsidiaries for the year ended 31st December, 2009
arose from connected transaction in relation to the disposal of two properties
in United Kingdom and two credit-linked notes to Wisdom Hero Limited (a
company wholly-owned by a director), or a director. Details of the disposal
are set out in Note 49(a).

Gain on purchase of convertible bonds of a subsidiary arose from acquisition
of convertible bonds in face value of HK$108,000,000 of G-Prop from Fame
Ascent Investments Limited in April 2008.

Gain on redemption of convertible bonds of a subsidiary arose from
redemption of convertible bonds in face value of HK$72,000,000 of G-Prop.

Gain on disposal of subsidiaries for the year ended 31st December 2008
arose from disposal of the Methanol Project.

1. BRELE-HMBARzEE 2 RaETIER =

EENENA+TLEURETRNEELESE
2827% W wm o AEE B ILIF A £E41.93%%
BEEENBARRZHERR

%177?71@'1' A=+—RALFETER

EXSPHRERAEMBMNRREAZWER
Wﬁ@féﬁﬁ%ﬁ@%%z%%ﬁWE’AET%Wisdom
Hero Limited (A —fEE2EMB 2 A7) K
—ERZHaE (HEFBRHNIF49R)) °

BE—RHNBAR AT mRES 2 W= AR
—EE N\ FHAMBAREERARKESE
T {8 4 108,000,000/ 7T 2 7] % & 5 °

i (] — P PS8 A ] 2 AT AR (& 55 2 W o Ty (R
@ £ [E & {8 472,000,000/ T 2 A # B & 5 -

BE_ZZN\F+_A=+—RHILFEHEZS
ﬁaﬁW% Azmk e HEFREEE -
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16. DIRECTORS" EMOLUMENTS

Fees and other emoluments paid or payable to each of the six (2008: six)
directors for the years ended 31st December, 2009 and 2008 were as

follows:

ZZEZAFEEHR Annual Report 2009

iR & B 3R 3R MY R
HE-FEAFL A=+ —AULTE
16. & = B

RBEE_ZEENFR_ZTENF+_A=1+—
BIEFEEEMSEMNTAZESE (T )\F:
NE)EEZee REMBEmT

\

AN
stz

2009 2008
Salaries Salaries
and other and other
Fee emolument Total Fee  emolument Total
HeR Fek
ik Hit# e &3t ik Hinp e Gl
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT AT FABL BT
Mr. Joseph Lau, Luen-hung  2I8H 5 4 - 18,000 18,000 - 3,600 3,600
Mr. Lau, Ming-wai ARErE 220 - 220 34 1,047 1,081
Mr. Chan, Kwok-wai BRER % & 220 - 220 200 - 200
Mr. Cheng, Kwee BERE
(resigned on (R=ZZZNE
21st November, 2008) +—A=+—-H
B fT) - - - 178 - 178
Ms. Phillis Loh, Lai-ping BESZT 220 - 220 200 - 200
Mr. Ma Tsz-chun SEELE
(appointed on (RZZENF
21st November, 2008) +—A=+—-H
BZE) 220 - 220 22 = 22
Ms. Amy Lau, Yuk-wai AEELL 220 - 220 - - -
1,100 18,000 19,100 634 4,647 5,281

No director waived any emoluments for the years ended 31st December,
2009 and 2008.

17. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in the Group, one
(2008: one) was executive director of the Company whose emoluments
are included in the disclosures in Note 16 above. The emoluments of the
remaining four (2008: four) individuals disclosed pursuant to the Listing

Rules were as follows:

Salaries and other benefits e kHMmEF
Retirement benefit scheme contributions RARAE FFT B4R X

EEMERBE_TTNFR_TTNF+ =
H=t—BLEFERARZERRERMME -

17. EE W&

AEEREREHFHALH —H(ZFZN
F—RB)REARAFANTES REZHFHER
EXHIaEI6REE - BB ETRRRRE 25T
H(ZEENF HH) AL ZMEWT:

2009 2008
HK$'000 HK$'000
FET FAET
6,219 5,475
395 371

6,614 5,846
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17. EMPLOYEES' EMOLUMENTS (cont'd)

Their emoluments were within the following bands:

Nil — HK$1,000,000

HK$1,000,001 — HK$1,500,000
HK$1,500,001 — HK$2,000,000
HK$2,000,001 — HK$2,500,000

During the years ended 31st December, 2009 and 2008, no emolument
was paid by the Group to the five highest paid individuals or the Directors,

as an inducement to join or upon joining the Group as compensation for

loss of office.

18. INCOME TAX EXPENSE (CREDIT)

Continuing operations
The charge (credit) comprises:

Current tax:
Hong Kong Profits Tax
Other than Hong Kong

(Overprovision) underprovision in prior years:

Hong Kong Profits Tax
Other than Hong Kong

Deferred tax:
Current year
Overprovision in prior years
Attributable to a change in tax rate

ElE

~

£ —1,000,0007% 7T

1,000,001 7t — 1,500,000/% 7T
1,500,001;% 7t —2,000,000/% 7T
2,000,0017 7t —2,500,000/% 7T

17. & B B

BEZHMED FHIFR:

#n & B 7% 3R AR B A

EENFF—A=1F—HIFE

& (&)

Number of employees

BEAH

2009

- = N

2008

FEA

ALTHREEERME -

FHRREXL
< (BE)BE:

=T
FEMEH
FENAINEER

BEFE (BERBEB) BRETR:

FEMEH
FENAINEER

EIEFE
R
B RERE
MR ERE

18. TS A< (B[O

REBBENFR_FFENEFT_HA=+—HL
RS EBESBRSIAREE LR
ARKERERRERBEEN RO % &5 M

)

2009 2008
HK$'000 HK$'000
FE T FA&T
42,500 67,775
10,266 10,145
52,766 77,920
(14,094) 12,297
(6) 155
(14,100) 12,452
1,489,445 (1,296,232)
- (8,539)
- (292,329)
1,489,445 (1,597,100)
1,528,111 (1,506,728)
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18. INCOME TAX EXPENSE (CREDIT) (cont'd)

Hong Kong Profits Tax is calculated at 16.5% (2008: 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.

Deferred tax of HK$1,489,445,000 included the deferred tax expenses
of HK$1,457,478,000 (year ended 31st December, 2008: credit of
HK$1,289,805,000) on fair value changes on investment properties
recognised for the year.

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

BE-SEAF+ A=+ —HILFE

18. TS Hif S (@) (&)
B35 HIB B DR A I 2 (IR B R

HE1650 (T N\F:16.5%)5H - Hh
REERELAZRIENEEEAAER 2R
TREFE-

iR FE F4 T8 1,489,445,000/ 7T & B 1% £ A i
RBEVWELNFEEYH  ELEHBRAX
1,457,478,0008 T (B EZE=ZTZT N\F+= A
=+—H :#[E1,289,805,000/ 7T ) °

The income tax charge (credit) for the year can be reconciled to the REEZ BT (HE)H ’i\ﬁuﬂlﬁiﬁ
profit (loss) before tax per the consolidated statement of comprehensive RZBEHADEN (EE) J’TEEZZ
income as follows:
2009 2008
HK$'000 % HK$'000 %
TER THT
Profit (loss) before tax BRAtADE M (B1E)
~ Continuing operations —RELEEE 10,200,383 (2,960,986)
~ Discontinued operation —BRIEEEER - (1,950)
10,200,383 (2,962,936)
Tax at the Hong Kong Profits REBNEHH=
Tax rate of 16.5% (2008 16.5%) 1650 (ZEZN\EF:
16.5% ) 5T 8 2 Fi18E 1,683,063 16.5 (488,884) 16.5
Tax effect of share of results of associates B {FBE R A EE 2
k8% (20,234) (0.2) 1,384 =
Tax effect of expenses not deductible ?fﬁi"zﬁ‘ﬁéTTTﬂ?ﬁQ
for tax purposes THZHERE 22,193 0.2 64,772 (22)
Tax effect of income not taxable BB = HE
for tax purposes ARBAZR BT E (201,297) (2.0) (741,255) 25.0
(Overprovision) underprovision BEFE (BRAER) BE
in respect of prior years e (14,100) (0.1) 3913 0.1)
Tax effect of tax losses not recognised AERZRBERZ
NETE 72,084 0.7 52,612 (1.8)
Utilisation of tax losses previously EREAMARER
not recognised REEE (108,497) (1.1) (100,350) 3.4
Tax effect on accelerated accounting BEFERBEZMES
depreciation over tax depreciation FEBBHG
not provided in prior years nEZBBY R (7,277) (0.1) (23,034) 0.8
Effect of different tax rates of subsidiaries £ Ef 7] A HE [ A0 &
operating in other jurisdictions MT%”?%:?@Z
TR, H2 102,176 1.0 16,443 (0.6)
Tax effect resulting from change of BRTREHMELZ
applicable tax rate k8% - - (292,329) 9.9
Tax charge (credit) for the year AEEHRBERS (&M) 1,528,111 14.9 (1,506,728) 50.9
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#n & B 7% 3R AR B A

BE_FENF+_A=1F—HIFE

19. DIVIDENDS 19. Ix &
2009 2008
HK$'000 HK$'000
FTHET FHEIT
(a) Final dividend for 2008 of HK1 cent (@ RZZETAFERANH
(2007: HK22.5 cents) and Sz =TT )N\F
special dividend of HK99 cents RNEARR B = AR 1B
(2007: nil) per share paid on (ZZEZEF:22.5581l)
8th June, 2009 Ko 5 Bl R & 998 1l
(ZBZ2LF:8)
Cash B&e 2,006,305 469,152
Share alternative under scrip BIR AR B 5T S
dividend scheme W B A% 1) - 48,006
2,006,305 517,158
(b) Interim dividend for 2009 paid on (b)) R=ZEZAF+A+LH
7th October, 2009 of HK2 cents ENZZZTZNEF
(2008: HK13.5 cents) per share B AR B B AR 2B
(ZZETNF:13.5%1)
Cash BHe 39,197 302,272
Share alternative under scrip BIR A IR B AT S
dividend scheme s B A% 1) - 3,915
39,197 306,187
(¢) Special dividend for 2009 paid on © —EENFE+—HATH
10th November, 2009 of HK63 cents }JENZ:; T NF
(2008: nil) per share 1R IR B = ARe 3L
(ZZEENF &)
Cash H& 1,228,500 —
Total dividends paid Bk % B B R 3,274,002 823,345

Final dividend of HK1 cent (2008: final dividend HK1 cent per share and

special dividend HK99 cents per share) per share have been proposed

by the Directors and are subject to approval by the shareholders in the

forthcoming annual general meeting.

EEgE@MAREREERVEWL (ZEZN
FORER B &R R RIS &Rk
i) BERFRRAEERRBFRS LitE-
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20. EARNINGS (LOSS) PER SHARE

The calculation of the basic and diluted earnings (loss) per share

attributable to equity holders of the parent is based on the following data:

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

R —EENFEf-—H=F+—HIFFEEF
20. R &R (E1E)

BRARZEAESTA ARG ZBRER R H#
AN (FBE) DREBEATEIEE

Continuing and

Continuing Discontinued discontinued
operations operation operations
2008 2008 2008
BER
ST 2RIE 2RIE
—ZEN\E —ZRNE —ZRNE
HK$'000 HK$'000 HK$'000
T TR TR
(1,493,397) (979) (1,494,376)

2009
ZBZNE
HK$'000
TR
Earnings (loss): B (EE)
Farnings (loss) for the purposes of AEBREARN (HE)
basic eamings (loss) per share and LEREFRF (BB)
diluted earnings (loss) per share ZBF (EB) (BAF
(profit (loss) for the year attributable to BRAERHEARGZ
equity holders of the parent) REERT (B1])) 8,648,727
Number of shares: RHEE :
Weighted average number of ordinary shares AESRERET (EHE)
for the purposes of basic earnings (loss) hEkEEad (BHE)

per share and diluted earnings (loss) per share 2 & RN AE T 8

For the years ended 31st December, 2009 and 2008, diluted earnings
(loss) per share from both continuing and discontinued operations were
the same as the basic earnings (loss) per share as there were no diluting

events during these years.

For the year ended 31st December, 2008, basic and diluted loss per
share from the discontinued operation was HK0.04 cents per share,
based on the loss from the discontinued operation for the year of
HK$979,000 and the denominators detailed above as continuing and

discontinued operations for the basic and diluted loss per share.

Number of shares
BHEE
2009 2008

1,995,051,304 2,228,668,314

BE_TENAR_ZTENEF+_A=1T—H
EE ARTEESER SR RKELEE
BREKIEREXB 2 SREERT (BR) &
BREXAN (EE)ER -

BE-_TT/\F+-_A=+—ALFE KA
BARIEEEEE 2 BIREARREEEE/50.04
Bl DIRBEREERIEEEEL 2 FEEIE
979,000 7T &k E Xl st ER QB & 2
BREKIICEEB 2 BREAREFEIE 2
DM & -
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For the year ended 3 1st December, 2009 BE_FEENFL _H="1—HIFE
21. INVESTMENT PROPERTIES 21. WEWZE
HK$'000
FHET
Cost or fair value RAH LD FE
At 1st January, 2008 R-ZEZ)N\F—-H—H 38,498,440
Additions NE 79,410
Construction costs incurred for investment properties WEMFEEE 2 REKRR 292,398
Transfer to property and other fixed assets EE Y ERAEMETE B E (14,500)
Transfer to prepaid lease payments EREENEERIE (81,100)
Acquisition of subsidiaries W B& % R B /B A A 31,000
Transfer from property and other fixed assets WP 3 I o [E] FE & 2 730
Transfer from prepaid lease payments ?ﬁﬁéﬁﬁf@}ﬁkﬁ@}% 520
Decrease in fair value recognised in the consolidated FEEERERERPER A TERD
statement of comprehensive income (7,467,668)
Transfer to stock of properties ERENMERFE (857,000)
Disposals & (179,650)
At 31st December, 2008 RZZEZENF+ZA=+—H 30,302,580
Additions NE 130,220
Construction costs incurred for investment properties WEMFEEE 2 REKRR 803,557
Transfer from properties under development 25 & R ) ZE B 86,496
Transfer from prepaid lease payment 0 78 1< 70 & 7R IE 8 4 1,207,982
Exchange adjustments PE H A& 3,570
Increase in fair value recognised in the consolidated RérE 2 ERERERPER
statement of comprehensive income NEEE I 8,564,301
Disposal of subsidiaries HEZREKEB AT (380,499)
Disposals & (9,725)
At 31st December, 2009 R=BFAF+=A=1+—H 40,708,482
Breakdowns of investment properties: KEMEDE:
2009 2008
HK$'000 HK$'000
FERT FHET
Completed investment properties B mKIREE 31,224,690 25,371,580
Investment properties under construction RANTFEZEBEREKEYE
at fair value 8,082,000 4,931,000
Investment properties under construction at cost R Z R R E ) % 1,401,792 =

40,708,482 30,302,580
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21. INVESTMENT PROPERTIES (cont'd)

The market value of the Group's investment properties (included
investment properties under construction at fair value) at 31st December,
2009 and 2008 have been arrived at on the basis of valuation carried out
on that date by Messrs. Norton Appraisals Limited (“Norton Appraisals”),
independent qualified professional valuers not connected with the Group
who has appropriate qualifications and recent experience in the valuation
of similar properties in the relevant locations. The valuation report on the
investment properties is signed by a director of Norton Appraisals, who is
a member of the Hong Kong Institute of Surveyors. The valuation, which
conforms to the Hong Kong Institute of Surveyors Valuation Standards on
Properties (1st Edition 2005) published by the Hong Kong Institute of

Surveyors, was based on market value basis.

All of the Group's property interests held under operating leases to
earn rentals or for capital appreciation purposes, are measured using
the fair value model and are classified and accounted for as investment

properties.

For the investment properties under construction at cost, when fair value
of investment properties under construction at cost were not reliably
measurable, the investment properties under construction at cost were
measured at cost, less any impairment loss, until the earlier of the date
of construction is completed and the date at which fair value become

reliably measurable.

The carrying amounts of investment properties shown above comprises:

Properties in Hong Kong held under:
KA
RHEIAE A

Long-term lease

Medium-term lease

Properties outside Hong Kong held under:
REAELD
RHEIAE A

Long-term lease

Medium-term lease

—ZZAFEFIHR Annual Report 2009

R & B R 3R AR B R

BE—FFAF+-A=+—AILFE
21. REWME (&)

EAEBEVEBEZBIAERERGEM S
HEBRFEAERAR ([EHER]) DRER =
EENFER_FTNF+_A=+—HRET
ZEEREE HEAKERENE (BRER
RFEZHZRREME)RNZBZTHE EH
BRERAEEREROTANGEERBEZ
RENEZRBR - RENEZHERSHEH
BREX (FENEMPEER)HRE -%bE
TETEERNEMBEMBEN 2 MELEER
(CZEZRFER) ITRTEREELETE
fitr o

REBLXHOFEUARNEEHENEE AR
SEMEMERRIRAATFERAGE I
DERARIMEREE -

MIBRA 2 BEPRREYME BRI ®2
MIREYEZ AT EBEEFSEMERE  AHZK
RBEMBEBEFERKNAZ BEHRREY
¥ HETKERASAATEEREBEE
BARFERE)RL-

MREBRUTHAOFE ZME:

MREBAIMRIATHAORE 2%

LR EYEZEAERSRE:
2009 2008
HK$'000 HK$'000
FET F& T
30,288,160 24,420,450
7,832,830 4,532,770
38,120,990 28,953,220
- 310,050
2,587,492 1,039,310
2,587,492 1,349,360
40,708,482 30,302,580
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22. PROPERTY AND OTHER FIXED ASSETS

Cost or valuation

At 1st January, 2008
Acquisition of subsidiaries
Disposal of subsidiaries

Transfer from investment properties

Transfer to investment properties

Surplus on revaluation upon transfer

Additions
Disposals
Exchange adjustments

At 31st December, 2008

Additions
Disposals
Exchange adjustments

At 31st December, 2009

Depreciation

At 1st January, 2008

Charge for the year

Capitalised to stock of properties
held for sales

Transfer to investment properties

Elimination upon disposals

Exchange adjustments

At 31st December, 2008

Charge for the year

Capitalised to stock of properties
held for sales

Elimination upon disposals

Exchange adjustments

At 31st December, 2009

Carrying amounts
At 31st December, 2009

At 31st December, 2008

RASHEE

E’;‘:%;f/\i—ﬂ -

YRS EHEL
HELEMER
%&é%%ﬁﬁ
EREREANE

BRRELCEMRR

//J\E
irf
[ 5 B

ji—
+ A=+-H

EUDW’FDJJHE

fike

=t
[ A
o A

A\ZETNE
+=-A=t+-8
ﬁé
RZZEZN\F—F—
FRITE
BAARBELEL
NEFEEAR
HBEERENE
R 8
[ 5 %

RZZTNF
+-A=+-H
FRNE
BRARELEZ
MEFEEAR
& B 4 8
AR

R-ZZETHE
T=H=r+—H

REE
R=BZhF
t=A=t+-H

5]

£

H

#n & B 7% 3R AR B A

BE—FTENF—A=1+—HIFE
ALl = > =
22. MEREMEIE EE
Furniture, Yachts and
fixtures and motor
Buildings equipments vehicles Total
BH-£E

EF R#EE EERSE &t
HK$'000 HK$'000 HK$'000 HK$'000
THEL TAL TAET FTAEL
59,679 86,704 82,351 228,734
1,961 23 172 2,156
(2,064) (32) (1,085) (3,181)
14,500 - - 14,500
(874) = = (874)
535 535

- 6,979 2,462 9,441
- (80) (1,782) (1,862)

103 117 141 361
73,840 93,711 82,259 249,810
= 3,933 3,770 7703
- (56) (1,604) (1,660)

- 4 4 8
73,840 97592 84,429 255,861
11,835 77721 37,332 126,888
1,860 3,581 14,564 20,005
- 124 - 124
(144) = = (144)
= (77) (1,782) (1,859)

= 59 %) 57
13,551 81,408 50,112 145,071
1,846 5571 14,720 22,137
- 151 - 151

= (52) (1,494) (1,546)

- 2 1 3
15,397 87,080 63,339 165,816
58,443 10,512 21,090 90,045
60,289 12,303 32,147 104,739

The Group's buildings are situated in Hong Kong and held under long-

term lease.

AEBZBFHURBERLREMBEORFA -



Notes to the Consolidated Financial Statements %R & B 7% 3R 3% Ffi =

For the year ended 31st December, 2009 EENFLT_A=1—HIFE

23. PROPERTIES UNDER DEVELOPMENT

Cost

At 1st January, 2008
Acquisition of subsidiaries
Additions

Disposal of subsidiaries

Exchange adjustments

At 31st December, 2008

Transfer to investment properties

At 31st December, 2009

Carrying amounts
At 31st December, 2009

At 31st December, 2008

The carrying amounts of properties under development comprises:

Leasehold properties in Mainland China

held under:

Medium-term lease

—ZZAEFEH Annual Report 2009

2z
23. BREME

HK$'000
FAT
R AR

R-ZZEZNF—HF—H 33,548
W BB BB A A 2,040
NE 52,424
HEZHKE ARG (2,182)
PE i 52 666
R-ZZEZENF+_A=+—H 86,496
BRI EYE (86,496)
RN_ETAFE+-_A=+—H -

BREE
R=-ZEZNE+=-A=+-—H -
RZZEZNF+=_A=+—H 86,496

ERPYVECERESRE:
2009 2008
HK$'000 HK$'000
FHET FET
R B ARBEZ A T4
HEZHEDE:

AR 49 - 86,496
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Notes to the Consolidated Financial Statements %R & Bf #& 3R 3% Kf &+

For the year ended 3 1st December, 2009 BE_FEENFL _H="1—HIFE
24. PREPAID LEASE PAYMENTS 4. AN MHEEFA
2009 2008
HK$'000 HK$'000
FHET FET

The Group's prepaid lease payments comprises: A% E 2 BN HEREEIE

Leasehold land in Hong Kong held under: REBRUATHAFEZ
izl =ganb:
Long-term lease REEY 328,181 328,971

Leasehold land in Mainland China held under: A B RRER A T L
BEZHEE L :
Medium-term lease R ERFR 49 - 1,207,982

328,181 1,536,953

No amortisation expense on prepaid lease payments (2008: REZWE(ZZFZT/)\F 33,158,000 7T ) 78
HK$33,158,000) has been capitalised to properties under development NEEREBERXBARERTMWEER -
for the year. Amortisation expenses on prepaid lease payments of KEE A A790,0008 T (ZFEENF:
approximately HK$790,000 (2008: HK$805,000) have been included 805,000/8 ) 2 AN EEFIAK HFA X 25T A
in the administrative expenses of the consolidated statement of FESHENRRMER ZITHAX -

comprehensive income for the year.

25. PROPERTY INTERESTS HELD FOR FUTURE 25. B1EHRBE R Z2YERED

DEVELOPMENT
2009 2008
HK$'000 HK$'000
FExT FHET
Cost A
At 1st January and 31st December R—A—HBER+ZA=+—H 71,118 71,118
Impairment loss WEEE
At 1st January and 31st December R—A—BR+Z=ZRA=+—H (71,118) (71,118)
Carrying amounts IREIE

At 1st January and 31st December R—A—BR+=ZA=+—H - -




Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

25. PROPERTY INTERESTS HELD FOR FUTURE
DEVELOPMENT (cont'd)

The property interests held for a development project in Chenghai Royal
Garden, Shantou, the PRC was held by a wholly-owned subsidiary of Chi
Cheung Investment Company, Limited, which was a 61.96% interest
subsidiary of the Company. On 30th September, 2008, the property
interests held for the development project was disposed to a wholly-
owned subsidiary of the Company. Under a Contract for Pre-registration
of Grant of State-owned Land Use Right (the “Contract”) with the district
bureau of Chenghai dated 5th August, 1992, the Group had made certain
down payment. However, the Group subsequently determined not to

proceed with the land requisition and requested for refund.

In April 2005, the Group commenced legal proceedings at the Shantou
City Intermediate People's Court (the “Intermediate Court") to terminate
the Contract with the Shantou City Planning and State-owned Land
Resources Bureau (“Chenghai Bureau”). In view of the uncertainty in the
recoverability of the amount claimed and any other entitlements under
the Contract, the Group had made a full provision for an impairment loss
of HK$71,118,000 during 2004.

On 28th December, 2006, the Intermediate Court made a judgment in
favour of the Group. However, Chenghai Bureau submitted an application
of appeal to the High People's Court of Guangdong Province (the “High
Court") on 23rd January, 2007 and the Group also sent out a reply to the
High Court on 13th February, 2007.

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. On 27th July, 2009, the Supreme People's

Court notified the Group that the application of appeal was processing.

—ZZAFEFIHR Annual Report 2009

R & B R 3R AR B R

BE—ETNE+— =+ —
25?@ BREZERE ZVEE R
7=

$ﬁ%ﬁﬁﬁﬁﬁ%ma2ﬁ¢$§EE%¥
s TDHAARRIHA61.96%Em 2 B A

EHEBEBRA Tzfﬁéﬁwggﬂ%ﬁo
RZZEZNFANA=ZTHB ZFEEREEY
ERSEDHETARRZE2ENB AR - RIR

R—hAZF\BREREBEMEE R LZ
BELwEREENGR ([AR))  AKEE
SXNETEER ANEBEZRE NETEML:
WRIEZERRERREES

R-ZZEZTAFOA AEERMETFREAR

AT (TR ARSABE ) ) AL BB T AR 81 82 B £ B R
B((IEEEREREERRF KIEAR- A
RAREREA S RERERERBESRZEH
fhiER  NEED RN ST MEGRREESEE
171,118,000 7T 2 & B -

RZBERETZAZ+NB FRER AR
REAEEBF - AT BEERN_TTLF
—AZT=HREFRERBARZER ([@HE
PRl )RR EFFEE ﬁ$%lﬁ8#f$$t
FZAT=HRERERRERE

R_FTLFRNA-TER SEEREXE
BERZ EFRBFELERMTHR: ()BT
BERER—_FERNFT A=t N\BELZH
R BQZEMMPREEFFEEHNRA
R-ZBZLFENA+T R FRAEREIZR
NEARNEHERAZER -

RZBZENF_A+TN\B PRERAEAE
EEAHBERAEAZ_ZZNF/NH-

RZEEZNFNA+T—B HEAR TERSE
HEEBRLAEBNRERE - WHZBTEE
B AEBEEEERBFLR R T
NENAZBERBFMENZIOER o
BRERR_EENF A+ ERZELRTE
EREZEF - R=ZFTNFAA—H A&EH
ERERARERAZE EFIERBFHAE L
EEEENH - R=ZZZNAFLA=++H"
AEBEERBRAREKRBANZ LFRBERRF
EFERRHEA -
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For the year ended 3 1st December, 2009 BE_FEENFL _H="1—HIFE
26. INTANGIBLE ASSETS 26. B & &
Trading and
exchange
rights Trademark Total
BEER
BES% EmE &%
HK$'000 HK$'000 HK$'000
FAET FAET FET
Cost AR AR
At 1st January, 2008, R-ZZEZENF—-—H—H"
31st December, 2008 and ZEENEFFZA=F—HEK
31st December, 2009 —EENFFTZA=+—H 2,705 14,300 17,005
Amortisation and impairment B RRE
At 1st January, 2008 R-—_ZEENEFE—H—H 2,705 1,430 4,135
Amortisation for the year REEZ#HE - 2,860 2,860
At 31st December, 2008 RZZTENF+=ZA=+—H 2,705 4,290 6,995
Amortisation for the year N N = 2,860 2,860
At 31st December, 2009 RZTENF+=ZA=+—H 2,705 7,150 9,855
Carrying amounts FREE
At 31st December, 2009 R-EEAF+=-A=1+—H - 7,150 7,150
At 31st December, 2008 RZZEZENEF+ZA=+—H - 10,010 10,010

The amortisation expense has been included in the other expenses in the BIERY B AGE 2 E N E @K 2 HMH

consolidated statement of comprehensive income. %o

The above intangible assets have definite useful lives. Such intangible riimEEABRERERBES AR
assets are amortised on a straight-line basis over five years. IR EHH



Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2009

27. GOODWILL

Cost
At 1st January, 2008
Acquisition of subsidiaries (see Note 48(b))

Acquisition of additional interests in subsidiaries

At 31st December, 2008

Derecognised on deemed disposal of a subsidiary

At 31st December, 2009

Impairment
At 1st January, 2008, 31st December, 2008 and
31st December, 2009

Carrying amounts
At 31st December, 2009

At 31st December, 2008

Impairment testing on goodwill

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

BE_EENFLT_A=1—HILFE

27. &
HK$'000
FAT
R AR
R-ZZEZNF—HF—H 47748
W gk B AR (RKEE48(b)) 6,291
HENB AR 2 2,019
R-ZZEZENF+_A=+—H 56,058
BRAELE — M E A B R LR (1,369)
RZEZNF+=-_A=+—H 54,689
AR
R-ZZEZENF—H—H"
—EENEFEF+_A=+—8BK
—EEhFE+=-_A=+—H 47748
BREE
R-EZEAF+=-A=+—H 6,941
RZZEZNF+=_A=+—H 8,310
AT B A 5

For the purpose of impairment testing, goodwill has been allocated to the

following cash-generating unit. The carrying amounts of goodwill (net of

accumulated impairment losses) as at 31st December, 2009 is allocated

as follows:

Investment properties and financial investments

BREMELERRE

The recoverable amount of the goodwill allocated to investment

properties and financial investments business was assessed by reference

to value-in-use model which based on a five-year cash flow projection

approved by the Directors. A discount rate of approximately 2.25%

per annum was applied in the value-in-use model when assessing the

recoverability of the goodwill.

RREANRATE BEESIEETIRESESE

B -R_TTNF+_A=+—H BEBZE
HE (MR RETREER) S EW T :
2009 2008
HK$'000 HK$'000
TER THT
6,941 8,310

PEEREVERESBIREXZT ZHE A YD
SHRDBBEFTERHECTIFREARERA
W2EZFEREBERIETHE RAHHEZ
A miEER EREEEARAZFRRE
# 72,25 -
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Notes to the Consolidated Financial Statements
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27. GOODWILL (cont'd)

There are a number of assumptions and estimates involved for the
preparation of the cash flow projection. Key assumptions included gross
margin and discount rate which are determined by the management of
the Group based on past performance and its expectation for market
development. Gross margin are budgeted gross margin. The discount rate

used is pre-tax and reflect specific risks relating to the industry.

28. INTERESTS IN ASSOCIATES

BB R B AN
JEETH

Cost of investment in associates
Unlisted

BAAWBRENFR

Share of post-acquisition profits, net

The Company provided corporate guarantee to secure bank loans granted
to its associates. The fair value of the financial guarantee contract was
determined by Norton Appraisals, independent qualified professional
valuers, and it was recognised as interests in associates and financial
guarantee liabilities in the Group's consolidated statement of financial

position.

Particulars of the Group's principal associates at 31st December, 2009 are

set out in Note 57.

The investment properties held by the Group's principal associates were
revalued at 31st December, 2009 by Norton Appraisals. The valuation,
which conforms to The Hong Kong Institute of Surveyors Valuation
Standards on Properties (1st Edition 2005) published by the Hong Kong

Institute of Surveyors, was based on market value basis.

#n & B 7% 3R AR B A

BE—FEAES A=+ —HILEE
)

RAURSRERAPREZAMRRRMAET -EB
BREEAASEEEEREBERAREY
MZERAAEE ZEMNERPFRK - EH X

TIREENE - MARA AR KA BERBA -
W R ER BT AR 2 5 E AR o

it

27. EE (&

]]\

2009 2008
HK$’000 HK$'000
FTHERT T
283,667 283,667
734,679 586,060
1,018,346 869,727

ARARERBAERIERER S QR ERIRT
ERZEBER -BBEREHZATEHBILS
EREXHEMEREREE YCRAKE
ZEAMBRRBRAER LM E ARIEE R
MIGERAE

AEBTEBERRZREMECHERER
—EENFT A=t BETEM %
TE)713%?%%?é“ﬁlJEEﬂiﬁi@ﬁﬁﬁEﬁZ%¥fE{E‘;¢
A(ZTTRFE—hR)  LRMESEEE
Effe



Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

28. INTERESTS IN ASSOCIATES (cont'd)

The summarised financial information in respect of the Group's associates

is set out below:

BE#E

Total assets

Total liabilities BfERRn
Net assets HEE
Non-controlling interests FEIE M 2

Group's share of net assets of associates

WA

Revenue

Profit (loss) for the year RERmF (EE)

Group's share of result of associates for the year

A legal action against an 50% associate of the Group, The Kwong
Sang Hong International Limited (“Kwong Sang Hong"), was taken by
a Chinese joint venture partner of Kwong Sang Hong in respect of a
development project in the PRC. The provision of HK$19,700,000 (2008:
HK$19,700,000) against damages, legal costs and interest was made by
Kwong Sang Hong.

On 23rd June, 2008, the Supreme People’s Court of Hubei Province, PRC
issued the “Certificate for proof of unpaid debt” to Kwong Sang Hong
and confirmed that Kwong Sang Hong has the right to claim the Chinese
joint venture partner the loan amounting to RMB2,826,400. Since there is
nil balance in all the bank accounts of the Chinese joint venture partner,

Kwong Sang Hong is unable to enforce its legal right in the meantime.

AEBEBEBERNRIFEE

AEBBEBMENRNRNFEXE

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

BE_FENFF+_A=1T—HIFE

8. MiENAEs (&)

28.
REEZBEAR M BERBRMT :

2009 2008
HK$'000 HK$'000
FET F& T
14,040,820 11,507,439
(12,455,298) (9,409,701)
1,585,522 2,097,738
20,167 12,364
1,605,689 2,110,102
1,018,346 869,727
282,617 554,912
337,572 (46,825)
122,630 (8,388)

N £ [E 2 50084 % A 7] The Kwong Sang Hong
International Limited ([E417]) 2 — @&
SEBHRPRE-—HERIEBKIUEETH
TEBRET - BETEMEE EZEZER RN
B EH 19,700,000/ 7T 2 B (Z T T )\ F:
19,700,0005 7T ) °

REZBBENFRAZT=ZE -FREBILESR
ARZRAEETHEL [ RN EHEREE
I E B AETTE R ERARK2,826,4007T(A
THRALBHRELIAR ARTEGEBHEZ
PRBRITIRPHEASR  WEATRE REETT
EE SRR -
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2009

28. INTERESTS IN ASSOCIATES (cont'd)

On 1st February, 2008, the Group and Fame Ascent had entered into
a sale and purchase agreement, which Fame Ascent agreed to sell
740,518,325 shares of G-Prop to the Group at HK$0.163 per share
for the consideration of approximately HK$120,777,000. Following the
completion on 5th February, 2008, the Group's shareholding in G-Prop
has increased from approximately 13.69% to 50.20% and thus G-Prop
became a subsidiary of the Company for the year ended 31st December,
2008. (See Note 48(b))

29. ADVANCES TO ASSOCIATES

Interest bearing advances to associates BEBERRZE R
Interest-free advances to associates AN ENT 2 RE

The advance to associate is unsecured. An approximately
HK$699,290,000 was expected to be repayable in 2011 and the amount
is therefore shown as non-current. For the remaining HK$1,231,831,000,
the Group will not demand repayment within one year from the end of
the reporting period and the amounts are therefore shown as non-current.
The interest bearing advances to associates bear interest at the prevailing
market rates. The Directors consider that the fair value of the interest-free
advances as at the end of the reporting period, determined based on the
present values of the estimated future cash flows discounted using the
prevailing market rates at the end of the reporting period, approximates

their carrying amounts.

#n & B 7% 3R AR B A

BE—FEAF+ A=+ —HILFE
8. BiE Al (&F)

TZNFZA—RH KAEBHEZLFITY
EEM#E BUEBARERSTR0.163B TR
NEE 740,518,325 & E R RE L
120,777,0008 T - R =—FEZEN\NF-_HA A AT
B 1% REBR G E 2 R B £13.69%35 i
£5020% SEZRBE_ZTZENF+ A
=T —HRIEFERARARZHB AR (K
#+48(b))

N

m]ﬁ %
|l
/M

29. BB S R B 58

2009 2008
HK$°000 HK$'000
FE T FAT
137,556 148,015
1,793,565 1,636,442
1,931,121 1,784,457
AFHEE QR IE A& - 49699,290,000/%8

TZHEBHR S ——FEE FAEZER
HHIEIEMENMEE - BEFIBR21,231,831,00078
T ARERE ERNRERARBIT —FRE
B AL ZEFRIBIIEIERENIEE - BSBEE D
AIZET B RIBUAER 2T BEEMEGT R M
REBRNRERARZ AFE AR RS B
Rz ERMBEBENXRMREFRRESRE
ZEEBEEENSG ESERARREHR
ZATEEAEEmMEES
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For the year ended 3 1st December, 2009

30. INTERESTS IN JOINTLY CONTROLLED

ENTITIES

Share of net assets of jointly controlled entities

Details of the Group's jointly controlled entities which are held indirectly

—ZEZAFEEHR Annual Report 2009

#r & B 7% 3R 3R B EE

BE-SEAF+ A=+ —HILFE

30. F R #2 fll i i #E 25

2009
HK$'000
FTEx

BHARZRBBIEE -

by the Company at 31st December, 2009, are as follows:

Name of jointly
controlled entity

HEZMHEESE

Golden Royce Investment

Limited
SHRMIEEBR A A

Top Grade Assets Limited

Upgrade Properties
Limited

The summarised financial information in respect of the Group's jointly

Form of
business
and structure

E 332K
Incorporated
Eallifava
Incorporated
Eallifava

Incorporated

ik R 32

controlled entities is set out below:

Total assets

Total liabilities

Net liabilities

Net assets attributable to the Group

Revenue

Loss for the year

Loss attributable to the Group

Place of
incorporation

oE il AR 37 3t B

Hong Kong
)

British Virgin Islands
REERARES

British Virgin Islands
REEBARES

AEBBEFEE

YA

REFEE

AEBBEER

2008
HK$'000
THET

ARRMEN A2 A EEAR RN T
BAET=A=T—BZEBNT:

Proportion of nominal
value of issued

share capital held
Frise &7

BR 7 T B b &

35.08%

45.10%

45.10%

Principal activities

FEEK

Dormant
s

Dormant

EEEX

Dormant
T

AEE s KRZEHBBEZMBEERMBRRLT

2009 2008
HK$'000 HK$'000
FERT FAT
4,247 4,237
(160,395) (160,372)
(156,148) (156,135)
(10) (10
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Notes to the Consolidated Financial Statements %= & Bf #& 3R 3% M &+

For the year ended 3 1st December, 2009 Bz
31. AVAILABLE-FOR-SALE INVESTMENTS 31.
Available-for-sale investments comprise: =

Listed investments:

— Equity securities listed in Hong Kong
Unlisted securities:

— Equity securities incorporated in Hong Kong

— Equity securities incorporated elsewhere

Debt securities
Club debentures

Total

Debt securities held at the end of

the reporting period comprise of:

EHERE:
—REB LW ZBAES

FLEME
— R BB M Z A TE
— R E i [ 2 AR

EHE
BHES

RBERRFEZEBEFER

Listed floating rate note (Note 1) FAZRER (FEE1)
Unlisted floating rate notes (Note 2) ELETIZERE (H3E2)
Unlisted fixed rate notes (Note 3) ELEMELER (M:E3)
Notes: k=3
1. The floating rate note listed elsewhere with maturity date in October 2011 1.
carries floating interest at EURIBOR plus 0.2% per annum.
2. The floating rate notes are unlisted with maturity dates from July 2011 to 2.
January 2014 and carry floating interest at LIBOR plus 0.23% to 0.35% per
annum, payable on quarterly or half-yearly basis.
3. The fixed rate notes are unlisted debt securities and carry fixed interest at 3.

4.75% to 7.00% per annum with maturity dates ranging between February

2011 to March 2016.

—EENFLf A=+ —HILFE
/:t /
FEKRE
S BB

2009 2008

HK$'000 HK$'000

FET FAET

1,312,297 =

204,375 235,684

1,516,672 235,684

254,945 216,712

15,731 15,731

1,787,348 468,127

41,121 35,262

139,821 111,364

74,003 70,086

254,945 216,712

FEEEREMME EW - BERAE S ?**
F+ A W28 8 RZBONBITRER S
INERNRO2EE -

FEZERAFLEM AN T = ——F L
AEZZT—NF— A WiRFEE RiZBARIR
TRZER SR MEF R0.23EF0.35FEFE -
BEERHFLFX(F-

EERBAF EMEBES REEFF =X
475EE700EHE FBMEANF T ——F
—BAE-_E—XRE=A8-
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For the year ended 3 1st December, 2009

31. AVAILABLE-FOR-SALE INVESTMENTS
(cont'd)

For listed investments and debt securities, the fair values are determined
based on the quoted market bid prices available on the relevant stock
exchanges and on the industry group. At the end of the reporting period,

they are not either past due or impaired.

For unlisted equity securities incorporated in Hong Kong, the fair value
is determined based on discounted cash flow valuation techniques, with
assumption on discount rates ranging from 1% below Prime to Prime
and no earning growth factor were used. Prime is defined as HK$ best
offered rate quoted from time to time by Standard Chartered Bank. If
the discount rate to the valuation model was 10% higher/lower while all
other variables were held constant, the carrying amounts of the unlisted
equity securities investments would decrease/increase by HK$3,003,000
(2008: HK$3,765,000).

For unlisted equity securities issued by private entities incorporated in the
United States of America, and the club debentures are stated at cost less
impairment loss at the end of the reporting period because the range of
reasonable fair value estimates is so significant that the Directors are of
the opinion that their fair values cannot be measured reliably. During the
year ended 31st December, 2009, the Group identified an impairment
loss of HK$nil (2008: HK$78,881,000) related to the unlisted equity

securities.

E - EFFEAf = = —HIFEE

3. R ERE (&)

BEMRERBEBESRM S R FEDRER
MEARX S RITERMNABRNT IS ERERE
E-RBEHRR LR EBHREH TFER
&

BREBEMZIELTRAZFSMS ' 2 FE
IRABBER S REGEEETS  WEEEXE
HENTREZNERIEEZESERNEZF
EANREITRR  NECHARFERER - &E
BRERAERBITRITIRHRE 2B THESR
FIE o g A (HEE - Eab ST QLR
K EFFEIEI10% BIIE ETRAFHKZE 2
BREE #R 4# H03,003,0008 7T (ZZEZN
£ 3,765,000/ 7T ) °

MR EE M2 AR B LT 2 IE LR AE
HFUARSHERME - ARETZEREAFZS K
EHEFNABRATEBNEERZBERE
HEEE EZCRAAEASHEEEQNTF
B B ZERABLENELESRBREDK
ZHRATNBRBEBBAR R_TThAE+=
A=+—BI&FE AEEMBEREIE LTRA
BHEBEBZREBEBASSL(ZTETNE:
78,881,000 7T ) °
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32. ADVANCES TO INVESTEE COMPANIES AND

©)

(b)

A NON-CONTROLLING SHAREHOLDER

The advance made to an investee company, of approximately
HK$285,000 (2008: HK$377,000), with principal purpose of
providing second mortgage for a property development project,
which is unsecured and interest-bearing at the prevailing market
rate. The advance is not repayable within one year and is
therefore shown as non-current. The advance made to another
investee company, of approximately HK$328,193,000 (2008:
HK$332,124,000) with principal purpose of providing fund for a
property development project at West Kowloon Reclamation Area,
which is unsecured and interest-free. The advance is not repayable

within one year and is therefore shown as non-current.

The Directors consider that the fair values of the advances to
investee companies at the end of the reporting period approximates

their carrying amounts.

The advance made to a non-controlling shareholder is unsecured
and interest-free. The advance is not repayable within one year and

is therefore shown as non-current.

The Directors consider that the fair value of the advance to a
non-controlling shareholder at the end of the reporting period,
determined based on the present value of the estimated future
cash flows discounted using the prevailing market rate at the end of

the reporting period, approximates to its carrying amount.

BE
32.

©)

(b)

—EFAFF A= —AUFEE

BNEXRERAIN—F
FEVE AR A R RKIR

B — X E R A N IE 49285,000
B (ZTE)\F 3770008 L) £
ER—BYFEEREBEERH _E #ZX
BERRREZER 2SR EGTE -
HRBRAERN —FANEER WIEFE
MEBME - BN S —RAEIRERTR
18 #47328,193,000%8 T (ZEF )\ F :
332,124,000%7T) - TER/FENEEERE
ZYEZRBERBRES ZNBER
HREE -ARBRITERN—FAER
HYIEER B IEE -

EXZeRRBMNEXREQTREARNR
TR AFEEAREERS -

B — R SRR IR T AR R
B-ARBRIER —FRNEE HIIE
FEMBMEE -

BN —FIFERBRRRIERRER R
RFETIEBEHRZE R TS MK
REMARKRASAREMAEL 2RE
EE B22RRARREHRZAFERE
HEREERS -
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S5 %
33. LOANS RECEIVABLE 33. U E 3K
2009 2008
HK$'000 HK$'000
FET FHET
Long term loans receivable, secured BHEMAZEEEHER
Non-current EmEEE 240 60,129
Current mEEE 59,889 112
60,129 60,241
Other loans and advances, unsecured IR B E R R SR - 5
60,129 60,246
Less: Amounts due within one year shown B —F ARSI ERENE E
under current assets Z FIE (59,889) (117)
Amounts due after one year —F 1% EIH 208 240 60,129
Loans receivable comprise: FE W B B E
Effective Carrying amounts
Maturity date Collateral interest rate SREE
RS EE BRA=R 2009 2008
HK$'000 HK$'000
THET TET
Loans receivable 1 year — 14 years Properties Prime rate
W B 5K —FE+NF S REERN R 338 450
Loans receivable 1 year Nil Fixed rate
JEW B R —& i & 5E A & - 5
Loans receivable 19th January, 2010 Unlisted equity Prime — 1%
JE W & 3R —E-ZTFE—-—A+NhHE securities REBEAX
FEETMBRAES W —E 59,791 59,791
60,129 60,246
The Directors consider that the fair values of the Group's loans receivable EZgRRASRERKER 2 AT EELRE

approximate their carrying amounts. BERE-
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34. OTHER FINANCIAL ASSETS

(a)

(b)

(9

Pledged deposits

The amount represents deposits pledged to banks and other
financial institutions to secure credit facilities granted to the
Group. Deposits amounting to approximately HK$1,088,845,000
(2008: HK$378,483,000) have been pledged to secure short-
term borrowings and are therefore classified as current assets. The
remaining deposits amounting to approximately HK$27,840,000
(2008: HK$99,599,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

The deposits carry interest rate at the prevailing market rate.
The pledged deposits will be released upon the settlement of
relevant borrowings. The fair value of the deposits at the end of
the reporting period approximates to the corresponding carrying

amount.

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly amounts
due from clearing house, brokers and clients. The fair value of
the securities trading receivables and deposits at the end of the
reporting period approximates to the corresponding carrying

amount.

Time deposits, bank balances and cash

The deposits carry interest rate at the prevailing bank savings
deposits rate and mature within 1 month. The Directors consider
that the fair value of the time deposits, bank balances and cash at
the end of the reporting period approximates to the corresponding

carrying amount.

BE—TEE+— =+ —
34 Hihe B E

(a) #BHFH

RBEEERTFRITREMS B
B ERGETAEBEEZER &
1,088,845,0008 7L (Z T )\ F :

378,483,000/ ) 2 F KB E AR HE
BE2ER YEARESERRBEE - -
T #927,840,000%8 T ER (ZETNF

99,599,000 JL) EE AR E K 2 K

RGO BERIERBEE-

NEFHREE  MEREEMIZZHEK-
HEAEREN A RIS EEERRSRER -
BERRBEHRZ A FEELBRK

E{ERE -

(b) EREFXZKBERFZH

EWESRXFERBARERERRERLE
B BHFELEREP A L EKES
RPEARFEFRBRERAR 2 A ER

HiARREERS -

(c) EHFH RITHBRAZ

RN R RBERFRIT 27 E - B
—EAREB -EEERREHRFH KR
THERHEMASNBERR 2 ATFEEAR

HEREERS -
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35. STOCK OF PROPERTIES 35.MFEFE
2009 2008
HK$'000 HK$'000
FERT FAT
Completed properties eI g7 ES 667,508 289,700
Properties under development held for sales BIEHEZBERPYE 4,175,136 5,120,262
4,842,644 5,409,962
Less: Impairment loss recognised in respect of B RERECBRPMEL
properties under development held for B R EEE
sales (279,467) (464,467)

4,563,177 4,945,495

At 31st December, 2009, the Directors reviewed the carrying amounts of RZBZNGF+T_A=+—HB EFE2EHE
the properties under development held for sales with reference to current HEZERPMELRENISERE KRB TR
market situation and the estimated selling price of the properties under BIREZ G EE SHFELEZBRETY
development held for sales provided by Norton Appraisals. No impairment ¥2EREE-RZZEZNFE_TZTNF+=
loss recognised was made during the years ended 31st December, 2009 A=+—RIEFEABERIBEMARMERESE-
and 2008.

36. INVESTMENTS HELD-FOR-TRADING 36. FIEEE ZRE
Investments held-for-trading comprises: FIEEBEZREBRRE:
2009 2008
HK$'000 HK$'000
FHET FH&T
Listed investments: EFHiRE
— Equity securities listed in Hong Kong —REB LM ZRAZ S 643,954 -

The fair values of the investments held-for-trading are determined BEEBEZREBEZ ATFENBERBESLSRS
based on the quoted market bid prices available on the relevant stock FizmBEANREBETE

exchanges.



160

CHINESE ESTATES HOLDINGS LIMITED E#ABX5E

Notes to the Consolidated Financial Statements #= & Bf & 3R 3% Fff 3+

For the year ended 3 1st December, 2009

37. FINANCIAL ASSETS DESIGNATED AS AT FAIR
VALUE THROUGH PROFIT OR LOSS

Financial assets designated as at fair value through profit or loss comprise:

Bonds E%

Major terms of the bonds are as follows:

Notional amount Maturity
EUR65,000,000 2015
US$2,000,000 2019

The bonds denominated in Euro are callable and carry fixed interest rate
at 9.25% and 9.5% per annum, and the bond denominated in USD

carries fixed rate at 8.125% per annum.

The bonds are measured at fair values at the end of the reporting period,
their fair values are determined by reference to bid prices quoted in active

markets.

38. INVENTORIES FOR COSMETIC PRODUCTS

Finished goods A
Raw materials R AR
Total ot

As at 31st December, 2009, all inventories were stated at the lower of

cost and net realisable value.

BE —_ETHNFf - A=+—HIFE

37 BEABBERNREA

YEZEMEE
EEABBEZEURBRAFTEZEMEER
75 8

2009 2008
HK$'000 HK$'000
FET FAET
728,238 -
BEZEERBTMT
BEEE A
65,000,0008 7T —T—hF
2,000,000 7© —E-NF

WR T E 2 EA5ATER  EFEAEEF
FEQ25E KISE AR LA EZESF A
& & FFEK8.125[F -

BHERMERRARFEFEZ R FEIRE
REERZMIBEAREERE

38. ftmmEFE

2009 2008
HK$'000 HK$'000
FET FET
2,378 2,881
615 545
2,993 3,426

RZBEAF+TZR=1+—H FEFEEX
AR Al BB FEME P BRIEET AR -
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39. DEBTORS, DEPOSITS AND PREPAYMENTS

Trade receivables U E S ER1E
Less: Allowance for doubtful debts W REREAE

Other receivables, deposits and prepayments

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 debtors. Considerations in respect
of sold properties are payable by the purchasers pursuant to the terms of
the sales and purchase agreements. Rental in respect of leased properties
are payable in advance by the tenants. Other trade debtors settle their
accounts according to the payment terms as stated in the respective

contracts.

The following is an aged analysis of trade receivables (net of allowance

for doubtful debts) at the end of the reporting period:

0 - 30 days TE=+H
31 — 60 days =+—HZEA~T+H
61 — 90 days AT—HEATH
Over 90 days NTBRE

H A EWRIR e RN R

RE-—FEAF+ A=+ —HILFE
39. RAPRIE - e MIAN R

2009 2008
HK$'000 HK$'000
FHET F& T
28,698 44,040
(7,168) (8,687)
21,530 35,353
350,212 188,086
371,742 223,439

BB ZEETIZ2ERBERNEMAHRE, &
REEIHEREXNZRKRESRMEHER
WORKoR -

AEEEHTREZEFEERR UFEHEEEX
HHF2EEER - AFETYERUGRER
BRBEREAHEZFERRESRBAZEER
B-BNARBEEMHEZBGAINEENE
ZRE-HEWEZHSARBEPALERS -
Hib B & ARZE SIS 4 A58 Z R 51165
PRERE

FEWE S BRIE (HIRR RERE ) RIS BIR 2Bk
BT

2009 2008
HK$'000 HK$'000
FTERT THETT
8,832 18,634
1,982 3,024
576 1,890
10,140 11,805

21,530 35,353
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39. DEBTORS, DEPOSITS AND PREPAYMENTS
(cont'd)

The following is an aged analysis of trade receivables which are past due

but not impaired:

0 — 30 days TE=1+H

31 — 60 days =+—HZEX~T+H

61 — 90 days AT—HEAL+H

Over 90 days Al =0

Total A&t

Movement in the allowance for doubtful debts:

Balance at beginning of the year R E I Z 58

Amounts written off as uncollectible VA7 BT Yz [B] 88 2 TR I8

Amount recovered during the year RNEE B W E FRIE

Impairment losses (reversed) recognised in HEWE HERIE (& E)
respect of trade receivables BRZRBEER

Balance at end of the year REHERZEH

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$3,607,000 (2008:
HK$11,740,000) are sufficiently covered by rental deposits received from
the respective tenants and no allowance is required for these receivables

under the Group's allowance policy.

Trade receivables which are neither overdue nor impaired are in good

quality.

The Directors consider that the fair value of the Group's debtors, deposits
and prepayments at the end of the reporting period were approximate to

their carrying amounts.

BE-EEAF+ A=+ —HIFE

39. R ARTE - 2 & R TR 5IR
/\‘/\)

B BB R R B2 FB M 5 R T 2 PR 4 I
T

Ak

2009 2008
HK$'000 HK$'000
FET FET
8,354 8,395
2,460 2,950
5,760 1,884
3,607 11,740
20,181 24,969
REEEH &
2009 2008
HK$'000 HK$'000
FET FAT
8,687 10,499
(1,158) (1,926)
(45) 41
(316) 155
7,168 8,687

FEAMEEREZEKREMS  #RALE
R AEEEREEE  BEERCHERNER
EHAR B EZARELTMG YR AZHE
MalE - EFEEE— L (ZRREEE) 2
EERE - BiB0H Z B E 5 #R183,607,000
BT (ZFZT \4F : 11,740,000/ 7T ) & BA K Bt
WZzERF2AS&MRE BREAEEZ
BERR EERZEERWGIAELEG-

BRI R 2 R E SRR 2 HER
-

EXZeRRAEERNBESHRZEKIRIE &
ERENFBEZAFEEEREEMRSE -
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40. DERIVATIVE FINANCIAL INSTRUMENTS

Liabilities =K
Financial liabilities, held-for-trading BEEEZeRAE
Interest rate swap MEEHE L

Major term of the interest rate swap as at 31st December, 2009 is as

follows:

Notional amount

BERHE

US$42,000,000
42,000,000 7T

Under the terms of the 1-year interest rate swap agreement, the Group
receives interest from the counterparty at a floating rate calculated by
reference to the 1-month USD LIBOR plus 0.50% spread. The Group will
pay interest at fixed rate of 1.38% per annum on 29th June, 2010 to the

counterparty.

Major term of the interest rate swap as at 31st December, 2008 is as

follows:

Notional amount

BERHE

US$100,000,000
100,000,000% 7©

BE _EENFLT_A=1—HILFE

40. 1T & T H

2009 2008
HK$'000 HK$'000
FHET F& T
3,238 24,432

SHR—_BTZNF+-_HA=+—RHZ

GRSy
C:3 D

T2AAE

o &
H>

sy
p=|

Maturity
2H B

29th June, 2010
—E-FFEXNA-1TAR

ERB—F2HEEHENOER2LZHT K
SERHEEHTFRRKANZR—EAXTR
RBRITRIZERBEZFBMEMOSEAELZ
%'JE $E@{HH\_7 THERAZ -HLEIW
BENFTEEFNEIISEZFE

%J%Eﬁﬁé%’ﬂﬁé:g ENF+ZA=+—BxZ

Maturity

EHA

13th January, 2017
—t+¥—H+=H8
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40. DERIVATIVE FINANCIAL INSTRUMENTS
(cont'd)

Under the terms of the 12-year interest rate swap agreement, the Group
receives interest from the counterparty at a fixed rate of 12% in the
first year and will receive interest at floating rate, which is calculated by
reference to the USD vyield curves spread, for the remaining life of the
interest rate swap period. The Group will pay interest at floating rate
calculated by reference to 3-month USD LIBOR throughout the interest
rate swap period to the counterparty.

The swap is most sensitive to the following market parameters: USD
interest rate risk, USD yield curves spread risk and USD interest rate
volatility risk. The fair value of the swap will drop when (a) the USD
interest rate increases; (b) the USD yield curves flattens or gets inverted;

or (c) the USD interest rate volatility decreases, and vice versa.

During the year, the US$100,000,000 12-year interest rate swap of 2008
was knocked-out and fair value gain of approximately HK$24,432,000
have been recognised in the consolidated statement of comprehensive

income.

The swap is measured at fair value at the end of each reporting period.
Its fair value is determined based on the quoted price provided by the
securities’ broker for equivalent instruments at the end of the reporting

period.

NFF+ZA=+—HIFE
L:FLFV%QI/\</‘ )

HE_ZTZT

40. T4

ERHt _FZANERREOGRIZHT
AEBEFAEEY T PTRFIRE AR E R E12

ER a8 THHEANNEFMNEX (K2E
WS XRMREBMETE )L - ARERER
MEEHENERMERAEEHF I H2R=
BEAXTEARBRITARREE 2 FHH Xz
BZHE -

=

ﬁ%AW?QTﬂﬁ%@ﬁ%giiﬁﬂ$@
%~ 35 T U e 3 AR 2 (B R PR DA 2 3R T B SRR R
Jﬁﬁ EQ@FETLHE AR (b)FETaEih
AR 8 F 5 I [7) B 5 Bk () 25 7T FI) 2RO R R 55 B
EHEHNZATEB TR R2ITFA-

RAEE B 100,000,000EF T2 —FF N\
FE+_FHNREHEORENGEEERERE
NFER N FE W R4 524,432,000/ TC

BEHAORS
BTREES
HEETE -

FHRUNRFEAE-EAF
&“EJ:T’S?&&%E@?’E}EL\ZH%I,E\
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41. CREDITORS AND ACCRUALS

Included in creditors and accruals are trade payables of approximately
HK$230,781,000 (2008: HK$141,563,000).

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

reporting period:

FENHA
ATEMRE

0 — 90 days
Over 90 days

The Directors consider that the fair value of the Group's creditors and

accruals at the end of the reporting period was approximately their
carrying amounts.
42. BORROWINGS
Secured bank loans repayable within a period of: 7ZBR T 7| HIMEE ~
BEMRITER:
Less than 1 year —F AR
More than 1 year but within 2 years —FALEABBEREF
More than 2 years but within 5 years M F LA BB B i AR
Over 5 years RENE
Other secured loans repayable within 1 year AR—FREEZ
Hin BB ER
Less: Amounts due within 1 year B —FERE B 2 R
Amounts due after 1 year —FR 382 TR

The bank loans are variable-rate borrowings which carry interest
ranging from HIBOR+0.37% to HIBOR+1.5% (2008: HIBOR+0.37%
to HIBOR+1.5%) and at 90% of People’'s Bank of China base rate as

announced by the People’s Bank of China per annum.

BE-EEAF+ A=+ —HILFE
41. FEAS BRIB I FE AT 5/ 1A

FENEEREFREREENEZREY
230,781,000 70 (=2 F J/\4F : 141,563,000
BIT) e

ENESEEARBRERARZREDITOT

2009 2008
HK$'000 HK$'000
FET FAET
174,341 111,874
56,440 29,689
230,781 141,563

EXZeRR/AEERBRERRZENREALE

AR A ATFEEAEREBEES
1%
42 & &
2009 2008
HK$'000 HK$'000
FET FAT
2,152,783 3,163,925
2,379,620 2,350,783
7,068,323 5,979,300
52,075 175,175
11,652,801 11,669,183
1,562,180 =
13,214,981 11,669,183
(3,714,963) (3,163,925)
9,500,018 8,505,258

ZERTEZHRZEMEE  FRIREHBRITRA
EREMOITEEM SERE (ZZSN\F &
BIRTTRERBIMOITEE M SETRE) kA
BARRITAMZHBEARRITERELEF =
2 90%%t & o
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42. BORROWINGS (cont'd) 2. 188 (&)

The other loans are variable-rate borrowings which carry interest of inter- HERATFERMEE  FRRRITREREMN
bank borrowing rate +0.29% (2008: inter-bank borrowing rate+0.2%) per 02B (ZZEZNF - RTAEHFR S I0.2E) &
annum. g-

The Directors consider that the fair value of the Group's borrowings EEZEgRRASEBEZ AT EMEAREEME
approximates its carrying amount. Ao

The Group's borrowings that are denominated in currency other than REBUABTUIINEEFEZ2BENDOT

Hong Kong dollars are set out below:

2009 2008
HK$'000 HK$'000
THET TET
EUR Xt 689,325 -
RMB AR 454,520 -
usD ET 325,681 -
YEN = b 7,174 —
1,476,700 -
43. PROVISIONS 43, % f5
2009 2008
HK$'000 HK$'000
TR FET
Contingency provision HANFIAREE
At 1st January n—A—H 16,054 16,017
Provision for the year NEFZEE - 37
At 31st December R+ZRA=+—8 16,054 16,054
Note: The provision represents construction cost determined by the management's Mis: BREEREEEN —RE=BHURAMEH T
best estimate of the Group's liability on contingency claims by a third party to ERMEBBEEIAREMELECAEREG

whom a property under development project was previously disposed of. BEFT1E 2 S EMAET M EE 2 M
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44. CONVERTIBLE BONDS

During the year ended 31st December, 2008, the Group further acquired
36.51% equity interest of G-Prop which was previously recognised as an
associate of the Group on 31st December, 2007. Accordingly, the Group
holds 50.20% shareholding of G-Prop and G-Prop became a subsidiary of
the Group.

G-Prop issued an aggregate principal amount of HK$180,000,000 HK$
denominated zero coupon convertible bonds (the “2008 Convertible
Bonds") to Asian Kingdom Limited (“Asian Kingdom”) and Fame Ascent
(collectively referred to as the “Bondholders”) on 25th October, 2007.

Each 2008 Convertible Bonds entitles the Bondholders to convert to one
ordinary share of G-Prop at a conversion price of HK$0.162 subject to
adjustment. Conversion may occur at any time between 25th October,
2007 and 24th October, 2010. If the 2008 Convertible Bonds have
not been converted, it will be redeemed on the date of maturity at the

principal amount of the 2008 Convertible Bonds then outstanding.

During the year ended 31st December, 2008, Fame Ascent entered into
a sale and purchase agreement with Mass Rise Limited (“Mass Rise"),
an indirect wholly-owned subsidiary of the Company, in which Mass Rise
agreed to purchase 36.51% equity interests in G-Prop and part of the
2008 Convertible Bonds from Fame Ascent. Following completion of
the transaction, HK$72,000,000 of the 2008 Convertible Bonds were
held by Asian Kingdom and HK$108,000,000 of the 2008 Convertible
Bonds were held by Mass Rise respectively. On 31st October, 2008,
G-Prop redeemed the 2008 Convertible Bonds at the principal amount
of HK$180,000,000 in full at 100% outstanding principal amount by
cash. The 2008 Convertible Bonds so redeemed have been cancelled
simultaneously. At 31st December, 2008, there is no outstanding of the
2008 Convertible Bonds.

44, AR E S

R_BZENF+_A=1+—BLFE F5£H
E—FPRESE(ZAR=_ZEZELFE+ A
=+ —BWHERAAEE ZHE N F)36.51%
g - Bt - AR ERFESES0.200K%E - ©F
Bk ARERZHEA R

NFTZHA=1+—HIFE

CER_ZTELFTAZTHEBRATARER
#180,000,000 7T 2 B L T B A R E 5
(TZZZENFA#ES]) FAsian Kingdom
Limited ([Asian Kingdom ]) k& & (418 &
[MEFFEBAL -

BEEFE AGEATRIZKREC. 1628 T (A] T
AE)EESH_ZETNFAIRRESFLIEE—
ReELBEKR RZTTLF+A=Z+HHBEZE
T+ A=+ AR AR T
Ho W —T T N\FrRESHSRELIL - AR
BB RERRTEZ ST NFARRKRES
REEERZERES-

NFE+—A=+—HLEFEE %5
ZEE2EWNBARIEABRAF
DIIVEERE Bt EZRERS
SHEESE3ICS10RERBH T NFAIA
REFH - ZIBR P T, * Asian KingdomiF B
72,000,000/ T2 —EE NF R BRKRES - T
E S A#55E108,000,0008 L2 —EE N\F 7]
BRES R_ZTZN\FTA=1+—H0 £EB
BARTTHFE NS5 2 100%3% 7N 4 58 180,000,000
BILARSBHELE —TT \Fal R EF - 17
BB — TR NF A RESE FREHE-
RZEZENFE+ZA=+—H BERTEZ
ZEENFABRRES -

g
HARA
(TE#H
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44, CONVERTIBLE BONDS (cont'd)

Movement of the liability component of the 2008 Convertible Bonds is

set out below:

BE—FEAES A=+ —HILEE
44 FIHRES (F)

“ETN\FABRREFIAERD 2 EBHET
LU

HK$'000
FHET
Additions of the 2008 Convertible Bonds arising from WHEM B R RIFTE AR Z
acquisition of subsidiaries —ETN\FRBRES 144,682
Purchase part of the 2008 Convertible Bonds BABS —ZZN\FAIRKES (88,558)
Imputed interest expenses for the year REZZHZBNERX 5,305
Redemption during the year REFER (61,429)
Liability component of the 2008 Convertible —ETN\FARRESFN
Bonds at 31st December, 2008 and —EENFF+_A=+—HEK
31st December, 2009 BTN FE+-_A=+—RBZEGEHD -

45. AMOUNTS DUE TO ASSOCIATES AND NON-
CONTROLLING SHAREHOLDERS

Both the amounts due to associates and non-controlling shareholders are
unsecured. Except for the amount due to one non-controlling shareholder
which is interest bearing at the prevailing market rate, the amounts
due to associates and other non-controlling shareholders are interest-
free. The associates and non-controlling shareholders will not demand
for repayment within one year from the end of the reporting period and
the amounts are therefore shown as non-current. The Directors consider
that the fair value of the amounts as at the end of the reporting period,
determined based on the present values of the estimated future cash
flows discounted using the prevailing market rates at the end of the

reporting period, approximate their carrying amounts.

45, R BB E Nl RIEFERIR
R A

REHEE R A R FFE R AR R IR R R o
BRRE—RIFERBR ZFATIRE RS
KEF BN REBERFREMIFERBRRR
BEARRE - ZEHE QA MIFHERBIRT S
RBEPRE—FRABREE  WRFHRT
EERBUE -ZEFRERBRERARZATE
TIRBEHR 2 BB 5N KRR EAE R
ReEREMAREHZRE EFER/NHRE
HPRZAFEEREREERS
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46. DEFERRED TAXATION

The followings are the major deferred tax liabilities (assets) provided

(recognised) by the Group and movements thereon during the current

and prior reporting years:

At 1st January, 2008

Addition through acquisition of
subsidiaries

Effect in change in tax rate

(Credit) charge to consolidated
statement of comprehensive
income

Charge to equity

Redemption of the 2008
Convertible Bonds

Realise on disposal of subsidiaries

At 31st December, 2008

Charge to consolidated statement of

comprehensive income

At 31st December, 2009

R=22\F—A-A
EBRBSHNERT
BE
HELDIHE
REA 2 EMEER
(BE)

AR ES
HESRNBARRED

RZZTNE
t=A=t-A
a2 ERERRNG

R-BELE
t=A=t-8

BE-EEAF+ A=+ —HILFE

46. IR EFR 1A

NTRAKRERAFERBERSFEIELE

(R ZIBELEHBAGB(EE) REH
& :
Fair value
Revaluation  Accelerated adjustment on
Convertible of investment tax acquisition of Tax
bonds properties  depreciation  subsidiaries losses Total
KESH
WEARZ
TRRES RENEER NERERE  ATERE HEEE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAET TET TET TET TAT TET
= 5,446,620 21,075 = (89,682) 5,378,013
5,704 3,102 = 9,853 (95) 18,564
= (296,252) (1,151) = 5,074 (292,329)
(1632)  (1,279.249) (33,440) - 9550  (1,304,771)
= 139 = = = 139
(4,072) = = = = (4,072)
- - - (9,853) - (9,853)
- 3,874,360 (13,516) - (75,153)  3785,69
= 1,425,949 28,435 = 35,061 1,489,445
- 5,300,309 14,919 - (40,092) 5,275,136
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46. DEFERRED TAXATION (cont'd) 46. BET IR (&)

For the purposes of the presentation in the consolidated statement of RIFAMBIKABRR 22 B TEERES
financial position, certain deferred tax liabilities and deferred tax assets BEREEREEEESHH U BMER S
have been offset. The following is the analysis of the deferred tax ZIRFER AR DT AT -

balances for financial reporting purposes:

2009 2008

HK$'000 HK$'000

FERT FHEIT

Deferred tax liabilities REHEEE 5,346,041 3,882,381
Deferred tax assets EERIBE E (70,905) (96,690)
5,275,136 3,785,691

At the end of the reporting period, the Group has the following major RERE AR ANEE @A AT A 2 DATE R R 255
unrecognised deferred tax assets due to the unpredictability of the future FmABERZEEREHBEE -

profit streams.

2009 2008

HK$'000 HK$'000

FERT FET

Accelerated tax depreciation MRRIBITE (31,950) (24,673)
Tax losses 5 e 18 (248,422) (284,835)
(280,372) (309,508)

The unrecognised tax losses may be carried forward indefinitely. KRR RIS EE R MR A AE S
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47. SHARE CAPITAL

Movements in the share capital of the Company during the year were as

follows:
Ordinary shares of HK$0.10 each BREE0.10B T EBR
Authorised: EERA

At 1st January and 31st December R—A—-BkK

+=A=+-H

Issued and fully paid: BEBETRERKRA:

At 1st January m—A—-H

Issue of ordinary shares in lieu of 2007 RE_ZZLERY

final cash dividend (Note i) BeREMBEITL

LB (i)
Issue of ordinary shares in lieu of 2008 KB ZZZ/\FH
interim cash dividend (Note i) BeREMETL
LER (i)
Repurchase of ordinary shares (Note if) BT m AR (P EEii)

At 31st December R+-A=+—H

Notes:

47. R A

Number of shares

—ZEZRFFH, Annual Report2009 | 171

RAFEARRB ZBAEEMT :

Share capital

BAEE B A
2009 2008 2009 2008
HK$'000 HK$'000
TERT THBL
5,000,000,000  5,000,000,000 500,000 500,000
2,077,750,079  2,300,443,378 207,775 230,044
- 3,822,246 - 382
= 357455 = 36
(127,750,000)  (226,873,000) (12,775) (22,687)
1,950,000,079  2,077750,079 195,000 207,775

B e :

(i)  In June and October 2008, 3,822,246 shares and 357,455 shares of (N RZZFEENFRNAER+TA - ARADHIETT

HK$0.10 each were issued by the Company at HK$12.56 per share and

HK$10.952 per share as scrip dividend respectively.

3,822,246% 357,455 F A% E E0.10/%8 T 2

BDUREBRE  BITES R ATRI2.56 T
B F0%10.9525 7T °
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For the year ended 3 1st December, 2009

47.

(i)

48.

(a

(b)

SHARE CAPITAL (cont'd)

During the year ended 31st December, 2009, the Company repurchased its
own ordinary shares on the Stock Exchange as follows:

No. of
Month of ordinary shares
Repurchases repurchased
ETBEZAG FrEEXEREE
January 2009 —ZEENF—HA 8,813,000
February 2009 —ZThFE_HA 14,576,000
March 2009 —EENE=H 8,717,000
April 2009 —Z2ThFMA 39,339,500
May 2009 —ZEZENFREA 6,304,500
June 2009 —EENEARA 19,511,000
July 2009 —ZEENFLA 18,349,000
August 2009 —ZEZNFNA 2,280,000
September 2009 —ZEZNFNA 9,860,000

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.

ACQUISITION OF SUBSIDIARIES

For the year ended 31st December, 2009, the Group did not have

acquisition of subsidiaries.

For the year ended 31st December, 2008, the Group had the
following acquisition of subsidiaries:

Acquisition of G-Prop (Holdings) Limited and its subsidiaries
As at 31st December, 2007, the Group held 13.69% interest in
G-Prop, a listed company in Hong Kong. On 5th February, 2008,
the Group further acquired 36.51% interest in G-Prop, which
result G-Prop became a 50.20% indirectly owned subsidiary of the
Company after the acquisition at a consideration of approximately
HK$120,777,000.

(i)

48.

(a

(b)

47. BE 7R (48 )

RZZETAF+=A= + HIEFE RAA
REERTBEE LB F B0 :
Aggregate
consideration
Price per share and transaction
BRE®K cost paid
Highest Lowest ENERER
RS RIE R 5 R
HK$ HK$ HK$'000
BT BT FHET
9.65 8.52 79,826
9.66 9.04 137,253
9.46 9.16 81,477
10.66 9.31 384,524
12.18 11.52 73,387
15.04 13.98 283,763
14.18 12.72 247,735
14.18 13.64 31,779
13.94 13.28 133,949
FEBRENBRRZHE RNARZEWE
RARAFEAHEED HEXEQARQF
Efa] £
Y B B B 2 A
HE-ZZhGF+=-A=1+—8B *5H
I W BRI A A
HE-_ZTTZN\F+-A=1+—8B *~5H

W AT B A A
KELTELXERAGRERNB A&
RZBEL+E+-_A=+—HB &~&EE
HERBLEMAREE Z13.69%% 7
R-ZZEZENE_ARH AEBURE
#120,777,000%8 TE — P KBS E 2
36.51%#m  EITWEER  SEXNAER
A FF B 50.20004 75 2 B HE M B A A
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48. ACQUISITION OF SUBSIDIARIES (cont'd)

(b) Acquisition of G-Prop (Holdings) Limited and its subsidiaries

(cont’d)

The net assets acquired in the transaction are as follows:

Net assets acquired:

Investment properties

Property and other fixed assets
Properties under development
Prepaid lease payments

Tax recoverable

Debtors, deposits and prepayments

Time deposits, bank balances and cash

Creditors and accruals

Deposits and receipts in advance
Tax payable

Convertible bonds

Deferred tax liabilities
Convertible bonds equity reserve

50.20% net assets acquired
Interests in associates held prior to
the acquisition

Goodwill

Total consideration

Satisfied by:
Cash consideration paid
Expenses incurred for acquisition

Net cash inflow arising on acquisition:
Bank balances and cash acquired

Cash consideration paid
Expenses incurred for acquisition

WEEEFE:
REWE
MEREMEEEE
BRPME
FEfH1E & A
QR
FEMRIR - B & )
BN R
EHF - RITERK
Be

J& 1 BR IR % JE &t 30R
Be RIE K WERRIA
eI
AR E S
EXEHBARAR
AR EFESHE

B EEFEZ
50.20%
WA Z

Bt 8 A AR 2

L
A

BARBIH R XA -
BENBSHRE
WK E A 7 B

WEREEZRERA
R

P B 2 SR1T 48 R I
Re

ENRERE
WEEL ZHX

—ZZAEFEH Annual Report 2009

#r & B 7% 3R 3R B EE

BE-SEAF+ A=+ —HILFE
48. BB AR (&)

b)) UBEELFFRAGARAKBA A
(#&)
RHPREZEEFENT:

Carrying
amount
before the Fair value
acquisition adjustments Fair value
WEE AT 2
RRIEIE DN EAE AFE
HK$'000 HK$'000 HK$'000
FHET FHIT FET
31,000 = 31,000
2,156 = 2,156
2,040 = 2,040
62,565 = 62,565
106 = 106
115,508 = 115,508
311,257 = 311,257
(2,025) = (2,025)
(419) - (419)
(462) - (462)
(144,682) = (144,682)
(18,564) = (18,564)
(30,234) = (30,234)
328,246 = 328,246
164,780
(49,672)
6,291
121,399
120,777
622
121,399
311,257
(120,777)
(622)

189,858
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48.

ACQUISITION OF SUBSIDIARIES (cont'd)

(b) Acquisition of G-Prop (Holdings) Limited and its subsidiaries

49.

(a)

(cont’d)
Details of the acquisition were disclosed in the Company's joint
announcement dated 7th March, 2008.

G-Prop contributed approximately HK$66,000 loss to the Group for
the period from the date of acquisition to 31st December, 2008.
If the acquisition had been completed on 1st January, 2008, the
revenue and loss of G-Prop contributed to the Group would have
been HK$6,790,000 and HK$28,000 respectively. The proforma
information is for illustrative purposes only and is not necessarily an
indication of revenue and results of the Group that actually would
have been achieved had the acquisition been completed on 1st

January, 2008, nor is it intended to be a projection of future results.

DISPOSAL OF SUBSIDIARIES

Disposal of subsidiaries to connected persons

During the year ended 31st December, 2009, the Group entered
into sale and purchase agreements with Wisdom Hero Limited (a
company wholly-owned by a director) or a director, to dispose Stars
Up Limited, Great Will Limited, Action Basic Limited, Union Nice
Limited and its subsidiary (Chinese Estates (Eaton Square) Limited),
Fame Winner Limited and Global Young Holdings Ltd. (collectively
referred to as the “Connected Transaction”), at a total consideration
of approximately HK$752,850,000.

48.

(b)

49.

(a)

R E B

#E—

EENES A= F—FHIUFE
Al (48)

Nne=

WIEINE R

UELELXERAARENE A A
(48

WEZHBERERAAA TT )\ F
=AERELZE é’/}ﬁﬁw

CERWBERE-_ZTTN\E+_A=1+—
H HAfE A 7N & B 75 2R 518 466,000/ T ©
WKER—_ZSENF—A—BZEX &

Eﬁﬁ%@m%zuk)\&@anwﬁz%
6,790,000/% 7T }228,0007 It ° f5 & & ¥}
BIERZRZ WHEAEBUR=_ZZT)N
F-A—BERBBEERAGSRKRARE
B2 M RTERIR R Z 54K -

H & BT B 2 A

tﬁi/fﬁgﬁ B FEEAL

RZZEZENF+_A=+—RH X&H
EﬁfiWISdom Hero Limited (H—fEZ2
BBz AT —NEEILEZMNE
B 1% - AR B #)752,850,000/% 7T
£ Stars Up Limited * Great Will Limited
Action Basic Limited * Union Nice Limited
N E [ff |8 A 7] (Chinese Estates (Eaton
Square) Limited) * #HA4EHG BR A & & Global
Young Holdings Ltd. (£t %8 /& [ 7838 2
Z1) -
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49, DISPOSAL OF SUBSIDIARIES (cont'd)

B2z =

—ZEZNFFH, Annual Report2009 | 175

Bt 75 3 3k Bt &

EENF - A="1—HILFE

49. HEWB AR (&)

(a) Disposal of subsidiaries to connected persons (cont’d) (a) HEWBRAETEEAL (&)

The net assets of the Connected Transaction at the date of disposal

were as follows:

Investment properties
Credit-linked notes
Deposits and prepayments
Bank balances and cash
Amounts due to the Group

Bank borrowing

Net assets disposed of
Repayments of the amounts due to the Group

Gain on disposal of subsidiaries

Satisfied by:
Cash

Expenses incurred for disposal

Net cash inflow arising on disposal:

Cash consideration
Expenses incurred for disposal

Bank balances and cash disposed of

The gain on disposal of subsidiaries is included in “Other gains

and losses, net” in the consolidated statement of comprehensive

income (see Note 15).

Details of the Connected Transaction were disclosed in the circular
of the Company dated 23rd September, 2009.

REME
EEAHABRE
BE& MIENREA
RiITEH MR R
REAAKEFKEA
RITEE

HEBERE
EERAREEFA
HEZHMEB ARz K

AT 75 23 A
BE
HEMEEZRAX

HEXFNHERHZEERENT

2009
HK$'000
T T

380,499
350,651
18,058
1,511
(914,702)
(51,200)

(215,183)
914,702
53,051

752,570

752,850
(280)

752,570

HERELZRSMAFR

REeRE
HEMEEZRAX
EHEZRITAERKIRS

2009
HK$'000
THET

752,850
(280)
(1,511)

751,059

HEZHHBARZKEDFHARER
E U R A2 [ H A ees K &5 18 % 2

W (REETS) ©

MERXHZFABRERARRAHR -

ZENFNAZ+T=BELZBEA -
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49. DISPOSAL OF SUBSIDIARIES (cont'd) 49. HEMB AR (&)

(b) Disposal of Big Winner Investments Limited and its (b)) HEEGKREEMRAGRENEA
subsidiaries
During the year ended 31st December, 2008, G-Prop (a N\_EENF+ZR=+—BIEFE"
50.20% interest subsidiary of the Company) entered into a sale S E (KRR EHHF50.20% % 2 2 B A
and purchase agreement with Fame Ascent to dispose of its ABEZRITVEERZ ABKREYD
subsidiaries, Big Winner Investments Limited and its subsidiaries 183,699,000/ T HE B AR B MK
(the “Big Winner Group”, which is engaged in production and BEERARARENBAR ([EH&EE] -
sale of methanol), at a total consideration of approximately HEBREENHETE) -

HK$183,699,000.

The net assets of the Big Winner Group at the date of disposal were EHEEREERBACEEFENT
as follows:
2008
HK$'000
FH&T
Property and other fixed assets W3 K H A B E & E 3,181
Properties under development BERBPYE 2,182
Prepaid lease payments TafTHH EIA 66,091
Deposits and prepayments me REFNRIE 115,546
Bank balances and cash RITHEBRIAS 11,324
Creditors and accruals FEATERIA K FEAT IR (1,071)
Loan from an intermediate holding company FREERARZER (183,842)
Deferred tax liabilities REFIBEE (9,853)
3,558
Release of translation reserve RO EFE (9,761)
Gain on disposal of subsidiaries ke Ay =N g 3,870
(2,333)
Satisfied by: ATFH R
Cash & 183,699
Loan from an intermediate holding company FREZER AR ZER (183,842)
Expenses incurred for disposal HEMES 2 (2,190)
(2,333)
Net cash inflow arising on disposal: HEREEZRERAFE:
Cash consideration ReRE 183,699
Expenses incurred for disposal HEMEEZRAX (2,190)
Bank balances and cash disposed of BHEZRITEHR LA S (11,324)

170,185
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49. DISPOSAL OF SUBSIDIARIES (cont'd)

(b) Disposal of Big Winner Investments Limited and its
subsidiaries (cont’d)
The impact of the Big Winner Group on the Group's result and cash

flows in the current and prior years are disclosed in Note 12.

The gain on disposal of subsidiaries is included in “Other gains
and losses, net” in the consolidated statement of comprehensive

income (See Note 15).

50. MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2009, the Group did not have

major non-cash transactions.

During the year ended 31st December, 2008, the Company issued
and allotted a total of 3,822,246 ordinary shares and 357,455 ordinary
shares of HK$0.10 each at HK$12.56 and HK$10.952 each respectively
in lieu of cash for the 2007 final and 2008 interim dividends totalling
HK$51,921,000 (as referred to Note 19 and 47).

51. PLEDGE OF ASSETS

At the end of the reporting period, the carrying amounts of the assets
pledged by the Group to secure general banking and other loan facilities
and to secure the derivative financial instruments transaction, granted to

the Group are analysed as follows:

R —EENFEf-—H=F+—HIFFEEF
49. HEMB AT (&)
(b)) HEEHREERAGRAEWB A

(%)
EHEERAFERBAFEHASEE
BERHRERENTENMF12REE -

HEZHBARZKEEFALZER
mkEmmER A2 [ E bl as & E18 %5 |
A (RHFE5) -

50. EBIFRE R

RZZETZNF+ZA=1T—RLFEE Fr5E
TERFEHFRERH
RZZEZENFF+_A=F+—RHIFE XAQd
5 Bl LA 8 1% 12.567% 7T % 10.9527% 7T 2 17 & B
BEEREMHEO0.1048 T2 Ei@iR3,822,2468 &
3574550 MRBZZEZELFERAR=ZZTEN
FHRE 7RSI B E%EE51,921,0008 T (2R
MizE19K%47) °

1. BEHEM

RBEHR AEELSBRGAHAEESHAL
—RBPITEELHMGEFARTESMTAR
SRz EERTMEINAOT

2009 2008
HK$'000 HK$'000
FTHERT FHET
Investment properties BEYHE 37,844,282 28,643,220
Property and other fixed assets W3 N H A B E & A 58,443 60,289
Prepaid lease payments T HEERIE 318,775 319,552
Stock of properties MEFE 1,242,791 2,995,196
Available-for-sale investments FERE 30,179 -
Investments held-for-trading FIEEEZRE 168,888 -
Financial assets designated as at fair value HERBBERARBATEZ
through profit or loss TREE 532,614 -
Non-current pledged deposits FEMEBERFK 27,840 99,599
Current pledged deposits N F R 1,088,845 378,483
41,312,657 32,496,339
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51. PLEDGE OF ASSETS (cont'd) 51. BEEHH (&)

In addition, the Group has subordinated and assigned its advance to AN REBE G —MBE AR N —HEXER
an associate and advance to an investee company of approximately BRAERZRIT—REEKEBN —FHEBE
HK$1,415,899,000 (2008: HK$1,275,036,000) to financial institutions NaEl Rk —EEZEE AR FIEL,415,899,000
to secure banking general credit facilities granted to an associate and an BT (ZZZT)\4F:1,275,036,000/ 7T ) & 53

investee company and interests in certain subsidiaries of the Company REBUMGHE MRARRETHEBARZ
have been pledged as part of the security to secure certain bank B EERERARERERE TRITEEZ
borrowings granted to the Group. By

52. CAPITAL COMMITMENTS AND CONTINGENT 52 EANEAELR KR EE

LIABILITIES
(a) Capital commitments: (a) EFXRIE:
2009 2008
HK$'000 HK$'000
TR FHEIT
Authorised and contracted for: EHERBEL:
Development expenditure of BEMEZRMAX
properties in Hong Kong 555,149 1,269,073
Development expenditure of FRREEERFAS
properties in Mainland China 1,685,418 724,969
Development expenditure of R EERRAL
properties in Macau 27,685 36,412
Shareholder's contribution R FE 97,800 -
Share of commitment of an associate B —RE QR 2 AR 466,451 =
Renovation of properties B % 125,289 268,571
2,957,792 2,299,025
Authorised but not contracted for: EHERREL
Development expenditure of BEEMEEZERMAX
properties in Hong Kong 382,603 205,320

382,603 205,320
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52. CAPITAL COMMITMENTS AND CONTINGENT 52 B AREAER KA BE

LIABILITIES (cont'd) (#%8&)
(b) Contingent liabilities: (b)) HAEME:
2009 2008
HK$'000 HK$'000
FTHET FHEIT
Guarantees given to bank, in respect of AB—EBEAR/ —HEIKRE
banking facilities utilised by an associate/ RAVER 2 RITEEFEMRRT
an investee company Rt 2 ER 1,069,650 1,069,650
Guarantee given to a bank in respect of RERMBARERRITHAZ
banking facilities in lieu of the cash EEEUADRER e NAEBEX
public utility deposit jointly utilised by i [ $R 17 12 it 2 & 1R
subsidiaries 10,000 10,000
Repurchase guarantee given to banks in R—ENERAR 2 WEERER
respect of mortgages facilities given to ZRRITIRHETRIEZ
property purchaser by a subsidiary o R 114,103 -
1,193,753 1,079,650
(c) Risk management () EEBEEE
The Group has established adequate risk management procedures AEEEHTT —ExENRRERET
that enable it to identify measure, monitor and control the various ARl = BER R IE %‘JEEQE’JR@
types of risk it faces. This is supplemented by active management Bk WE AR E 20 BRH
involvement, effective internal controls and adequate internal audits REBESHE & B S &Y W*B%’V PAPRFE 2R &2
in the best interests of the Group. E & ER e
53. OPERATING LEASES 3.2 EHEL
The Group as lessee K& EBAEA
2009 2008
HK$'000 HK$'000
FERT FHET

Minimum lease payments paid under operating ~ AFEREBME T &%
leases in respect of premises during the year BH X 2 &R & K 2,766 1,044
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53. OPERATING LEASES (cont'd)

The Group as lessee (cont’d)
At the end of the reporting period, the Group had commitments for future
minimum lease payments under non-cancellable operating leases, which

fall due as follows:

N+ A=+ — AL EE
SEHEX (F)

FEEBABEA ()
RBEESHR ARER T HEEEEN A
BEREESRBEZAER T BHEREH:

2009 2008
HK$'000 HK$'000
FHERT FAT
Within one year —FR 2,379 1,171
In the second to fifth year inclusive E_ZELF (BEEEMSE) 597 907
2,976 2,078

Operating lease payments represent rentals payable by the Group for EEBOECEASEREETEFEYERE

certain of its office properties. Leases are negotiated for an average term

of 1 to 2 years.

The Group as lessor

Property rental income earned during the year was approximately
HK$1,013,056,000 (2008: HK$961,578,000) less outgoings of
approximately HK$59,962,000 (2008: HK$62,229,000).

The investment properties of the Group are expected to generate annual
rental yields of 1.819% to 8.30% (2008: 2.35% to 8.93%) on an ongoing

HZ%E@O%H%’U%@*EE@EF‘% —Re

KEE BN
RAFERDRz2WERSKRALD A
1,013,056,000% 7T ( =& % /\4 : 961,578,000
BIT) BRI X 4959,962,000/8 T (ZTE)\
£ 162,229,000/ 7T) °

AEBZREYEBHAFERESTFE81%
£8.30% (ZZF T )\ F£:2.350%8.93% ) 2

basis. All of the properties held have committed tenants for around six SWRE -FIFEME AP AERRFH
years. OGS
At the end of the reporting period, the Group had contracted with tenants REREHR BEHEBF ISRz A
for the following future minimum lease payments: 1& E'xﬁ%ﬁ/i\%\% HE ']
2009 2008
HK$'000 HK$'000
FERT FHBIT
Within one year R—FA 792,685 929,236
In the second to fifth year inclusive F_EZFRF (RIEEEMT) 520,259 804,413
Over five years AFENUE 5,104 12,668
1,318,048 1,746,317
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54. RETIREMENT BENEFIT SCHEMES

The Group participates in both a defined contribution scheme which
is registered under the Occupational Retirement Schemes Ordinance,
Chapter 426 of the laws of Hong Kong (the “ORSO Scheme”) and a
Mandatory Provident Fund Scheme (the “MPF Scheme") established
under the Mandatory Provident Fund Schemes Ordinance Chapter 485
of the laws of Hong Kong in December 2000. The assets of the schemes
are held separately from those of the Group, in funds under the control
of trustees. Employees who were members of the ORSO Scheme prior
to the establishment of the MPF Scheme were offered a choice of
staying in the ORSO Scheme or switching to the MPF Scheme, whereas
all new employees joining the Group on or after 1st December, 2000
are required to join the MPF Scheme. For the MPF Scheme, the Group
contributes 5% of relevant payroll costs to the MPF Scheme, which
contribution is matched by the employees and the Group. The maximum
relevant payroll costs 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. For the ORSO Scheme, the Group contributes 5%, 7.5% or
10% of relevant payroll costs to the ORSO Scheme and the contribution
by employees is 5%. 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 total costs charged to the consolidated statement of comprehensive
income of approximately HK$5,622,000 (2008: HK$4,310,000)
represent contributions payable to these schemes by the Group for the

Year.

BE—SEAF+ A=+ —HILFE

54. RN F 5T 2

REFZ2E—FEREBBEFIEI26EHER
RET B GG FE M R E 2 R ET & (B R IRE
BDERR-_ZTTF+ AT EREES
SEPI 554855 08 4 M A TE £ 5 BIEHI AR 2 2 38
HEATESFE ([BREeTEl]) - ZFdElz
BEAAEE2EE IRAIFAE THAXTEAE
B o R oR TR ® 5T &I A S AT - BB B 3R KA Bl A
BrREMEEEES NBERKSENEA
28 ELTE MR _ETTEE+_-_A—H
RFZEMAREE 2 HEEHEL MBEST
gleoeALEMBE T MBEESFTEEL S
BT BB AR 2 5% 5% Bi{E B R AN S B 2 3K
AR -BHAMS EEFTMKEA LR AT A
20,0008 T Mg AN AL E 2 RIEFH - &
8 15 ] BV 45 100%7N 5 [ 4 7038 [R] fE 51 [0 5% - 1
BIEER B =G RE ERIKFIR65R T
AR - BRI EIM S - AEERBER
REtEIE L B B H B A 25% « 7.5%3k 10% %t
X 12 B RIYE H 5% 3K - 18 8 R RIS M 10F
5 DA _E 3k B3R K 4F e BF 7 AT ER A5 100% 78 5 @
RS R JERT B3R - RS FEM3FET R0
& 7 & 8 R PTHR IR 5 L B B 1S 3000 = 900% A 52

IR

REE2ARERERTIGBKZRERN A
5,622,000 L (ZZEZ /\F : 4,310,000
T0) BIAREBRAFE M %S & R 2437

o
N
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55. MATERIAL RELATED PARTY TRANSACTIONS

Transactions x5
Saved as disclosed in elsewhere in the consolidated financial statements, BRiE MR REMIBLEHEEIN ZKE £l
the Group had the following material transactions with related parties RAFEHRBEATETUTEAR
during the year:
2009 2008
HK3$'000 HK$'000
TR FHBIT
Income received from associates: BUEEE AR Z WA
Secretarial fee WwEEH 11 11
Office rental i ¥itkn 267 275
Management fee BERE 48 112
Interest income A B U A 6,787 7,332
Administration fee THE - 25
Accountancy fee (S 120 120
Rent, building management fee and rates paid to EfiH&E AR ZHE
associates REEERE R ZEMN 1,667 1,600
Imputed interest expenses relating to convertible B —fIEE#E 2 —HAA
bonds issued to a private company owned by NAEIETAIRRESHE 2
a Director HEMBZTH - 3,556
Consideration received from a private company W —fuEEHE 2
owned by a Director FARBIZKE
— Disposal of subsidiaries —HEMRB ARG 752,850 -
— Disposal of financial assets designated —HERERBAER
as at fair value through profit or loss NRBATFEZzEMEE 1,116,798 -
— Interest income on financial assets designated ~ — 18 AiAiBIE R AR A FE
as at fair value through profit or loss ZEMEEZMBEMHA 23,957 -
Secretarial fee, administration fee and accountancy fee were charged MEEBR THERGHEBNERASEZHRR

based on an appropriate allocation of costs incurred by central
administrative departments of the Group. Office rental, rent and rates,
and building management fee were determined on terms similar to those
applicable to transactions with unrelated parties. Management fee was
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 open market

value.

On 31st October, 2008, G-Prop redeemed the 2008 Convertible Bonds
in principal amount of HK$72,000,000 in full by cash, which was held by

Asian Kingdom, a private company owned by a Director.

Bt 75 3 3 Mt &

RE-—FEAF+-A=+—HIFE
55. EABIEALRS

TTREBPIPTE L 2 A ZEE 75 B WX - B
?%ﬁé‘ﬁé&%%%&ﬁfﬁﬁ%ﬂ&ﬁ
BREALRZERZBLUGRMEE &2
BT IRIR & T 19 5E 2 IR SR - B A TR
BAFEAREEERRERTISMNEFE -
HEERBRZREL2BAFMENE -

RZZEZENF+A=+—H @EUNRSEBH
f @ Asian Kingdom (R —REZH A ZAAR
A]) FT#% 2 € §72,000,000 T2 — T T\ F
AHRRES o



ZZEZAFEEHR Annual Report 2009

Notes to the Consolidated Financial Statements #: & Bt & 3R 3% Fi =

For the year ended 3 1st December, 2009

55. MATERIAL RELATED PARTY TRANSACTIONS
(cont'd)

Balances
Details of the balances with related parties as at the end of the reporting

period are set out in Notes 29 and 45 above.

Key management personnel remuneration

Remuneration for key management personnel is disclosed in Notes 16
and 17 to the consolidated financial statements. The remuneration of
the Directors and senior executives is determined by the Remuneration
Committee having regard to the performance of individuals and market

trends.

56. 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, 2009 which

principally affected the results or assets of the Group.

BE—FEAE+— o+ —
55. B KEATRS (&)

Fe9-3
REHR HEBEBALZRZERFBRIRN
B FE29 K% 45 -

FTEEHEAEHE
IZEBAEBMERNGEA B mRITEI6K17
AEE-EZNBRTRAEZMEAHNE
Bg2ZENALRARTSBERETE -

56. T2 B A FIFE

ExeRdRibeamHBARENESRIEA
RILR - TREARBER-_TZENF+_H
St AEAEEZREREEREENEL
NG

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 EmAR, FriERe HMEREK/ RAFFBEHERA/ Principal activities
WEARERE RE B & AR & A AMEAEEZBE AL TEXEH

Directly Indirectly

=83 fE &
Alpha Team Limited British Virgin Islands Ordinary Uss1 = 100% Investment holding
HBABRES ERK (E REZEKR
Baharica Limited Hong Kong Ordinary HK$20 - 100% Property investment
EE EBR 208 7T NERE
Billion Fine Limited British Virgin Islands Ordinary Us$1 = 100% Securities investment
HBEBRES &R (E EHFRE
Billion Up Limited British Virgin Islands Ordinary Us$1 - 100% Investment holding
HBHBARES EBR E REZR
Cardin Factory Limited Hong Kong Ordinary HK$2 = 100%  Property development
EABER R BB &Rk 2B and trading

NEFRLEE
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARERE

Chi Cheung Investment
Company, Limited*

EREXARAF®

Chinese Estates, Limited

ZANBEXZERAA

Chinese Estates

(Harcourt House) Limited

Chinese Estates
(The One) Limited

(formerly known as

Chinese Estates (Tung Ying

Building) Limited)
(A& Chinese Estates
(Tung Ying Building)
Limited )

Chinese Estates

(Windsor House) Limited

Conduit Road
Development Limited

TREZXRERAA

Place of
incorporation/
operation
EmA,
"E

Hong Kong
BB

Hong Kong
BB

Hong Kong
BB

Hong Kong
EE

Hong Kong
BB

Hong Kong
EE

Class of share/
registered
capital held
RS,/
HEMERER

Ordinary

LRK

Ordinary

LRK

Ordinary

Rl

Ordinary

Ordinary

Rk

Non-voting deferred
ERZRETR

Ordinary

Fully paid
share capital/
registered
capital
#BRBRE/
HEMEX

HK$3,387,659.87
3,387,659.8778 T

HK$1,000
1,000/ 7T

HK$200
200/ T

HK$2
28T

HK$100
10087
HK$2
28T
HK$10,000
10,000 7T

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company

ERRFEHERE,/
EMEAEBEZBDL
Directly Indirectly
B# GIEE3

= 61.96%

100% =

= 100%

= 100%

= 100%

= 70%

56. TEZWBARFE (&)

Principal activities

TREHR

Investment holding

REEK

Investment holding
and provision of
management services
REERK
REEERY

Property investment

NERE

Property investment

MERAE

Property investment

NERE

Property development

NEER
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARAE

Country Homes Limited

Delight Beauty Limited
BIRARAFE

Dollar Union Limited
ERTERAA

East Ray Limited
KREBRRA

Easy Dynamic Limited

Evergo China
Holdings Limited

Place of
incorporation/
operation
EmAR,

R i B

Hong Kong
Bt

British Virgin Islands
HBHBARES

Hong Kong
Bt

British Virgin Islands
REERRER

British Virgin Islands
HBHBARES

Bermuda/
Hong Kong
BRE/

Class of share/
registered
capital held
FiRe,/
& AR

Ordinary

&Rk
Non-voting
deferred ordinary
BRI

R E B
Non-voting
deferred founder
BRI

BRI AR

Ordinary

TR

Ordinary

Bl

Ordinary

Bl

Ordinary

TR

Ordinary

Rl

Fully paid
share capital/
registered
capital
HRRE,/
&R

HK$200

200/ T

HK$164,400

164,400/ 7T

HK$1,000

1,000/ 7T

Uss1

1%

HK$100

1007 7T

Us$1

IE

US$1
1%

HK$100,775,869.10
100,775,869.1078 7T

56.

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
KRRFEHERE
AMEAEEZE DL
Directly
HE &

Indirectly

= 100%

= 100%

= 87.5%*

= 100%

= 100%

= 100%

+ BHE A

(%)

Principal activities

TEXK

Property investment

MEBRE

Securities investment

BHRA

Property development
and trading
NEFRLEE

Securities investment

FHRE

Securities investment

FEHRE

Investment holding

REZK

185



186

CHINESE ESTATES HOLDINGS LIMITED # AEBX5E

Notes to the Consolidated Financial Statements %= & Bf #& 3R 3% M &+
BE _FTFNGF+—_A=+—HIFE

For the year ended 3 1st December, 2009

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARERE

Evergo Holdings (China)
Company Limited

EXREE (FE)
BERF

Evergo Holdings
Company Limited
EXBEBERAT

Fair City Limited
EHAEBR AR

Fair Eagle Finance
Credit Limited
RECRHERAF

Fair Eagle Futures
Company Limited
REHEERAF

Fair Eagle Securities
Company Limited
REFFERAF

Place of
incorporation/
operation
EmA,
"E

British Virgin Islands/
Hong Kong

EREBRES/
BE

Hong Kong

EE

Hong Kong
EE

Hong Kong
EE

Hong Kong
EE

Hong Kong
EE

Class of share/
registered
capital held
RS,/
HEMERER

Ordinary

LRK

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Fully paid
share capital/
registered
capital
#BRBRE/
HEMEX

US$2,509,454
2,509,454% 7T

HK$1,000
1,000/ 7T

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

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
ERRFEHERE,/
AMEAEBEZB DL
Directly Indirectly

=R B

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

56. TEZWBARFE (&)

Principal activities

TREHR

Investment holding

REEK

Investment holding

RAEZR

Property development
and trading
MEERKEE

Securities margin
financing

Brokering and dealing
in futures contracts

HEANKLENER

Provision of brokerage
REELE RS
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES 56.

For the year ended 3 1st December, 2009

(cont'd)

Name of subsidiary

WEARAE

G-Prop (Holdings) Limited*®

FEREBR AR

Global Stage Limited

Grand Silver Limited

(Business name: Grand

Silver Capital Limited)

(¥4 Grand

Silver Capital Limited )

Grandhall Secretarial

Services Limited

BEUERBERAA

Place of
incorporation/
operation
EmAR,

R i B

Bermuda/
Hong Kong

BRE/
B

British Virgin Islands
HBHRRES

British Virgin Islands/
Hong Kong

HBEBRRES/
i

Hong Kong
Bt

Class of share/
registered
capital held
FiRe,/
& AR

Ordinary

TR

Ordinary

TR

Ordinary

Bl

Ordinary

Bl

Fully paid
share capital/
registered
capital
HRRE,/
&R

HK$24,282,550.08
24,282,550.087% 7T

US$1
1%

US$1
IE

HK$10,000
10,0007 7T

ZZEZAFEEHR Annual Report 2009

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company

KRRFEHERE
AMEAEEZE DL
Directly  Indirectly
HE &

= 41.93%

= 100%

= 70.01%

= 100%

+ BHE A

B B 5 ) X M 5

—EENFF A= —HUFE

(%)

Principal activities

TEXK

Investment holding

REZR

Securities investment

FEHRE

Property development

MEER

Secretarial services

WE R
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARERE

Groupluck Company
Limited

Hillsborough
Holdings Limited

Luckfield Limited

Mass Rise Limited
EZBRAA

Modern City
Investment Limited

MRERBERLA

Place of
incorporation/
operation
EmA,
"E

Hong Kong
BB

British Virgin Islands/
Hong Kong

KBEEBRES/
5

British Virgin Islands
EREBRES

British Virgin Islands
EREARES

Hong Kong
BB

Class of share/
registered
capital held
RS,/
HEMERER

Ordinary

LRK

Ordinary

Ordinary

Rl

Ordinary

Ordinary

Rl

B B 5 R MY 5

BE—FEENFf - A=1—HIFEF

Fully paid
share capital/
registered
capital
#BRBRE/
HEMEX

HK$2
24T

US$1
1%

US$1
IE

US$1
1%

HK$4
48T

56. T 2B QA

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
ERRFEHERE,/
AMEAEBEZB DL
Directly
B# GIEE3

Indirectly

= 100%

= 100%

= 100%

= 100%

75%

s (&)

Principal activities

TREHR

Money lending
MiE

Property investment

MERAE

Securities investment

Investment holding

RAEZR

Property investment

NERE
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(cont'd)

Name of subsidiary

WEARAE

Moon Ocean Ltd.

Moregift Investments

Limited

Oriental Master Ltd.

Paul Y. (New Tunnel)
Limited

RE (HRE)BRAA

Paul Y. Holdings
Company Limited

Perfect World
Company Limited

BEMEEEFRAR

Place of
incorporation/
operation
EmAR,

R i B

British Virgin Islands

REERRER

Hong Kong
ER

British Virgin Islands

REERRER

Hong Kong
ER

Cayman Islands/
Hong Kong

MeHs,/
e

Hong Kong
Bt

Class of share/
registered
capital held
FiRe,/
& AR

Ordinary

BB

Non-voting deferred
BRFEETR

Ordinary

TR

Ordinary

&R
Ordinary

TR

Ordinary

TR

Ordinary

Bl

Fully paid
share capital/
registered
capital
HRRE,/
&R

US$7,001
7,001 7T
US$2,999
2,999% T

HK$10,000
10,0007 7

US$1
IE

HK$2

28T

HK$70,715,005.70
70,715,005.707% T

HK$10,000
10,0007 7T

56.

+ BHE A

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company

KRRFEHERE
AMEAEEZE DL
Directly  Indirectly
HE &

= 70.01%

= 100%

100% =

= 100%

100% =

= 100%

(%)

Principal activities

TEXK

Property development

MEER

Property investment

NERE

Investment holding

REZEKR
Investment holding

REEK

Investment holding
REZR

Estate management

NEEE
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARERE

Pinecrest International

Limited

Pioneer Time

Investment Limited

Pretty Wave Limited
KEERAR

Rich Honour Limited

ERERAF

Silver Step Limited
REFBRRA

Silvercord Limited
FaERAR
Sincere Field Limited

Smart Ocean Limited

Speed Win Limited
AEFRAR

Place of
incorporation/
operation
EmA,
"E

British Virgin Islands
EREBRES

British Virgin Islands/
Hong Kong

KBEEBRES/
5

British Virgin Islands
EREBRES

Hong Kong
EE

Hong Kong

E

Hong Kong

E

British Virgin Islands
EREARES

British Virgin Islands
HEEBREHES

Hong Kong
EE

Class of share/
registered
capital held
RS,/
HEMERER

Ordinary

LRK

Ordinary

Ordinary

Rl

Ordinary

Ordinary

Rl

Ordinary

Rl

Ordinary

Ordinary
Rl

Ordinary

Fully paid
share capital/
registered
capital
#BRBRE/
HEMEX

US$1
IE

US$1
1%

US$1
IE

HK$2
28T

HK$2

AT

HK$14,600

14,6007 7T

US$1
IE

US$1
17T

HK$2
28T

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
ERRFEHERE,/
AMEAEBEZB DL

Directly Indirectly

=R B

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

56. TEZWBARFE (&)

Principal activities

TREHR

Investment holding

REEK

Property investment

MERAE

Securities investment

Investment holding

RAEZR

Property development
and trading
NEERLEE

Property investment

NERE

Securities investment

EERE

Investment holding

REEK

Property development
and trading
NEBRRREE
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary

WEARAE

Stable Castle Limited
ZRERAF

Sun Power

Investments Ltd.

Sunny Ocean Limited
(Business name:
Sunny Ocean

Investments Limited)

(%% %7 : Sunny Ocean

Investments Limited )

The House of Kwong
Sang Hong Limited
BEZRRAA

View Success
Investments Limited

RFTREBRAR

Viewide Properties Limited

Place of
incorporation/
operation
EmAR,
REWmB

Hong Kong
Bt

British Virgin Islands/
Hong Kong

HEERRRR/
e

British Virgin Islands/
Hong Kong

HBEBRRES/
i

Hong Kong
ER

Hong Kong
ER

British Virgin Islands/
Hong Kong

HEERRRR/
0

Class of share/
registered
capital held
FiRe,/
& AR

Ordinary

TR

Ordinary

TR

Ordinary

Bl

Ordinary

TR

Ordinary

TR

Ordinary
EBR

Fully paid
share capital/
registered
capital
HRRE,/
&R

HK$1
1A

US$1
1%

US$1
IE

HK$500,000
500,000/ 7T

HK$2
28T

US$1
1%

56.

+ BHE A

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
KRRFEHERE
AMEAEEZE DL
Directly
HE &

Indirectly

= 100%

= 100%

= 100%

= 100%

= 61.96%

= 100%

(%)

Principal activities

TEXK

Property investment

MEBRE

Securities investment

FEHRE

Property investment

MEBRE

Cosmetics distribution

and trading
tHRAFERES

Property investment
and trading
NEREREE

Property investment

NERE
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES 56. T BB A RIFFIE (E)
(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 EMAR, Fis e,/ BERE/ ARAAFBHERAE Principal activities
WEAREE REHE & A &Rl &R HMEXEEZED L TEXRK
Directly Indirectly
HE e
EXRREME (KH) PRC Registered US$299,600,000 - 100%  Property development
ARAFA R HMER 299,600,000% 7T MEER
Evergo Real Estate
(chengdu) Company
Limited®
EXaRE(LE) PRC Registered US$10,500,000 = 100% Property investment
ARAFA R HMER 10,500,000 7T MERE
(Evergo Real Estate
(Shanghai) Company
Limited)*
BXREE(KH) PRC Registered US$449,400,000 = 100%  Property development
ARAFA R HMER 449,400,000% 7T MEER

(Evergo Enterprises
(Chengdu) Company
Limited)*

None of the subsidiaries had any debt securities subsisting at the end of the year or at any time during the year.

REEFENAFEEMNRRE LEMNBRAREESEMNERES -

# Listed company in Hong Kong
AR ETMAA

W 75% owned by the Group and 25% owned by Power Jade Limited
A& B 45 5 75% K Power Jade Limited$ H25%

e Subsequent to the completion of placing exercise of G-Prop on 17th June, 2009, the Group's indirect shareholding in G-Prop had
decreased from 50.20% to 41.93% but the Group still has control over the board and the power of govern the financial and operating
policies of G-Prop. 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.
BEER_ZTZENFAATLEERESHKRE AEENEE 2 MEREHS0.200 FHEE41.93% ERAEEHeECEFTSNA
BEGRE UEREREMBNEERR: 5/ ARA U ESHRERRRFBEZERFG AT ERELN20.330KE WL E
MBARARZHE AR -

& Wholly foreign-owned enterprise

SNE B A b
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For the year ended 3 1st December, 2009

57. PARTICULARS OF PRINCIPAL ASSOCIATES

The Directors are of the opinion that a complete list of the particulars of
all associates would be of excessive length and therefore the following list

contains only the associates as at 31st December, 2009 which principally

affected the results or assets of the Group.

Name of associate

BenTan

Best Profit Limited
FEARAA

Direct Win Development Limited
BRERERAA

Earn Elite Development Limited*

BAERERAAH

Ever Sure Investments Limited

Xink B AR AT

Finedale Industries Limited

EREXFRAF

Healthy Point Limited
BABRAF

Power Jade Limited
(Business name:
Power Jade Capital Limited)
(RBaH:
Power Jade Capital Limited )

Place of
incorporation/
operation
EMAR,
T B

Hong Kong
B

Hong Kong
EE

Hong Kong
EE

Hong Kong
B

Hong Kong
B

Hong Kong
EE

British Virgin Islands/
Hong Kong

EREBRES/
BE

Class of share/
registered
capital held
FERH,/
& E R

Ordinary

Ordinary

Ordinary

Ordinary
R

Ordinary

Ordinary
Non-voting preferred
ERREELR

Ordinary
R

N\

57. £

ExeR

oh P44 AKX\
= Hip = N

ST

RIIB2HMBERARENESRIEB

RILE - it FRABRBR-FENE+ =
St-BYAREZEEREEAEEREY

e NE 2B

Fully paid
share capital/
registered
capital
HBRBRE,/
HEMEX

HK$1
1A

HK$900

900/ 7T

HK$2

28T

HK$2
2B

HK$9,999
9,999/ 1T

HK$2
28T
HK$1

18T

US$20
203K TT

Percentage

of equity
attributable
indirectly

to the Group
rEEREEL
REBDL

25%

33.33%

50%

50%

33.33%

50%

50%

Principal activities

TREHR

Property development

MEER

Property development
and trading

Property investment

NERE

Property development
and trading
NEBRREE

Property investment

MERE

Property investment

NERE

Investment holding

REEK
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By

E_FENFL _HA=1—HIFE

AY y\u\ AVA
57. PARTICULARS OF PRINCIPAL ASSOCIATES 57. T2BENEFHE (F)
(cont'd)
Percentage
Fully paid of equity
Place of Class of share/ share capital/ attributable
incorporation/ registered registered indirectly
operation capital held capital to the Group
Name of associate AR Fi R,/ BRBRE/ AEBHEERG Principal activities
BENREE gEm =& A E R i E A RAFS TEXRH
Strongplus Limited British Virgin Islands Ordinary Us$2 50% Investment holding
RELBRES SRl 2ETT REER
The Kwong Sang Hong Bermuda Ordinary HK$100,000 50% Investment holding
International Limited BRE Lk 100,000 7 REZEK
Union Empire Limited Hong Kong Ordinary HK$1 25% Property development
BEARRA EE SRl BT MEER
EERBEMEARAT PRC Registered  HK$1,150,000,000 25% Property development
Chongging Champion H FMEAR  1,150,000,000% 7T MEER
Globe Company Limited”
BEVBHMERRAR PRC Registered HK$650,000,000 25% Property development
Chongging Champion H #MEAR  650,000,000% 7T MEER
King Company Limited*
BERERWERRARA PRC Registered  HK$1,480,000,000 25%  Property development
Chongging Sino Land R FEZAR 1,480,000,0007% 7T MEER
Company Limited”
RABMAEARAF PRC Registered US$24,920,000 50% Property investment
Oriental Arts Building Co. Ltd.f H EfEA 24,920,000F 7T and hotel operation
MERBRBELE
" A sale and purchase agreement for acquisition of the remaining 50% indirect interests in the company was made and completed on

11th February, 2010.
WHEZ A RSB TE0%NHEERZ EERER —FT—

2 Wholly foreign-owned enterprise
SEBE B E
t Sino-foreign equity joint venture enterprise

b A E

ZFE-_A+—HAIZKEK-
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Notes to the Consolidated Financial Statements %z & B1 75 3% 3% fff 5%
For the year ended 31st December, 2009 BE —FEENFf - A=+—HIFEF
58. STATEMENT OF FINANCIAL POSITION 58. AR AR E AR Z BE#Y
INFORMATION OF THE COMPANY
2009 2008
HK$'000 HK$'000
FB T T T
Investments in subsidiaries WEARIKE 5,140,576 5,141,416
Amounts due from subsidiaries JE U BT BB A B FRIE 3,598,261 2,733,412
Other current assets HinshEE 1,582,156 5,782,312
Amounts due to subsidiaries REMBRRIRIE (9,952,421) (8,625,060)
Other current liabilities HitnsafE (2,789) (329)
Financial guarantee liabilities MBRERER (2,430) (4,657)
Net assets EEFE 363,353 5,027,094
Share capital (Note 47) BEZR (B 5E47) 195,000 207,775
Reserves i 168,353 4,819,319
Total equity IR 2 4 363,353 5,027,094

(a) The HKICPA has issued the new HKFRSs which are effective for (@) BECHMAASCEEMIRARREZ

the Company's financial year beginning on 1st January, 2009. The ZNF-—A-—BRBZMBEEERZ
application of the new HKFRSs had no material effect on how the MABBUGREER - ERAMBAMER
results and financial position for the current or prior accounting SRV EAS ARG HERBESTH
periods have been prepared and presented. MEERMBRA GERE2HFAE

RAEMERTE -

The Company has undertaken to provide necessary financial RABIEABREAFHBEIR LA FE
resources to support the future operations of the subsidiaries. The MBARIZARLE BEFERA S
Directors are of the opinion that the subsidiaries are financially BRARIEERHUBERBITEE-

resourceful in settling obligations.
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58.

(b)

©

(d)

59.

(a

STATEMENT OF FINANCIAL POSITION
INFORMATION OF THE COMPANY (cont'd)

The carrying amount of the investments in subsidiaries is reduced
to their recoverable amounts which are determined by reference to
the estimation of future cash flows expected to be generated from

the respective subsidiaries.

The amounts due from (to) subsidiaries are unsecured, interest-
free and have no fixed repayment terms. In the opinion of the
Directors, the fair values of the amounts due from (to) subsidiaries
at 31st December, 2009 approximate their corresponding carrying

amounts.

Profit of the Company for the year ended 31st December,
2009 amounted to approximately HK$64,816,000 (2008:
HK$1,258,406,000).

EVENT AFTER THE FINANCIAL YEAR END

On 11th February, 2010, the Group has entered into a sale and
purchase agreement with third parties, in relation to, inter alia,
the acquisition of the remaining 50% interests in Canaria Holding
Limited which indirectly held the commercial property at Tuen
Mun Centre, New Territories (the “Property”) at a consideration of
approximately HK$18,651,000 (the “Acquisition”). Canaria Holding
Limited is 50% owned by the Group before the Acquisition. As a
result of the Acquisition, the Group obtained 100% control over the

Property. The Acquisition was completed on 11th February, 2010.

HKFRS 3 (Revised) would be adopted for the business combination
which the acquisition date is on or after the beginning of the
annual period beginning on or after 1st July, 2009. As the
11st February, 2010, the adoption
of HKFRS 3 (Revised) would affect the accounting for the business

Acquisition was completed on

combinations which are effective for the annual periods beginning

on or after 1st January, 2010.

58.

(b)

©

(d)

59.

(@

Bt 75 3 3 Mt &

EENES A= F—FHIUFE
ARARIRNHEHR AR

/)
=]
=4

/N
~—

=

MEARKREREERDEETKRE S
B ERA KOS E2ERARE W
BRABZEAARKREREEE

R (RE)MBRRARAREERIR %
ERITEBEEERYM - EFTERL BK
(RE)MBRARARER-_ZENF+Z
HE-T——EIZL?TEE@EH%@EEETE@
=,

HE_ZZNF+_A=1+—H8LEFE"
RN BEF 4 564,816,0008 T (—TF
J\4E : 1,258,406,000/ 7T ) ©

MR F AR ER

RZBE—ZEF-_A+—H AEEAF=
HRIMEE % - AREXR18,651,000
B E(TZEE]) (AR eiE)
Canaria Holding Limitedft T 250007
#& ° Canaria Holding Limitedf&#Z 5 A i
RIRzEAME-—FEMRRL([ZY
%1) o A& E R Z U AT E 5 A Canaria
Holding LimitedZ 50%M% # o 4% &% It %
f& - ANEBEUS W EE 2 1000045 4 © 52
WHRER=-_ZE—ZTF_A+—HA=EMK-

WERARA-—STNFLHA —HHZEMA
M FREARABIERZEBAHE
RAEBMBREENEIR (KERT) -
HRZBBER - —FF_A+—H
SR - RIME B MBS ERF 35 (KE
FRERER_T-—TFE-—H—HZHZ
‘AR Z FEMBERZEB S ST
BRIBTE -

Subsidiaries acquired WIE 2 I8 2 Al

Proportion of Consideration
2010 Principal activity Date of acquisition  shares acquired transferred
—E-2F EFEXHK Wi B Wi IR 47 b = BEAE
HK$'000
THET
Canaria Holding Limited Property Investment ~ 11th February, 2010 50% 18,651

Canaria Holding Limited MERE —E-ZF-A+—H 50%
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59. EVENT AFTER THE FINANCIAL YEAR END
(cont'd)

Subsidiaries acquired (cont’d)

Consideration transferred: HERBUATY AL :
Cash consideration paid ENBRESRE

Details of net assets acquired and discount on acquisition as

E

59.

—ZZAEFEH Annual Report 2009

& B A% R 3R B RE

EENF+ A=+ —AILFE
B IR 4F 2 45 R 1R =

&)
WIE 2 R BA E ()

HK$'000
FAET

18,651

WEEEFENRKBITEEOT:

follows:
Carrying
amount
before the Fair value
acquisition adjustment Fair value
W B8 Al 2
FREE NEEAE AFE
HK$'000 HK$'000 HK$'000
FHEIT FHEIT FHEIT
Net assets acquired: WS B BEFE
Investment properties REME 46,000 1,000 47,000
Deferred tax assets BEBIBEE 825 (165) 660
Bank balances and cash RITHEBRNAE 3,489 - 3,489
Debtors and prepayments & W BR TR K TR AN R IR 27 = 27
Creditors and accruals FE T BRIB K FE ST 5B (56) - (56)
Deposits and receipts in advance Be kB L KERIE (158) = (158)
Net assets acquired WHEEEFE 50,127 835 50,962
Consideration transferred #EENAE 18,651
Acquisition-date fair value of previously B ERWBFEE 2
held equity interest in the net assets BERSNER
acquired REBZ AFE 18,651
37,302
Less: Fair value of identifiable R W B B 2 AT Rl
net assets acquired BEEZATE (50,962)
Discount on acquisition W B A7 o (13,660)
Net cash outflow arising on acquisition: ~ WREFTEAE 2B & 7H
R
Cash consideration paid BEMEBEERE 18,651
Bank balances and cash acquired Frii g 2 SRITER RIS (3,489)
Net cash outflow on acquisitions WEEFTEE 2R &R 15,162

Acquisition-related costs amounting to HK$60,000 would be
excluded from the consideration transferred and would be
recognised as an expense in the reporting period of 2010 as other

expenses in the consolidated statement of comprehensive income.

B R KA 560,000 7T © B AEEAE
ERE IR _T-TFIREFENSE
EEHEBRERRPZEMAITER -
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59. EVENT AFTER THE FINANCIAL YEAR END
(cont'd)

(b) In March 2010, a syndicated loan facility of HK$3,600,000,000
was arranged, of which the proceeds of approximately
HK$1,309,000,000 was used to repay the existing loan facility and
the remaining proceeds of approximately HK$2,291,000,000 will be

used as general working capital requirement.

60. COMPARATIVE FIGURES

As a result of the application of HKAS 1 (Revised), “Presentation of
Financial Statements”, certain comparative figures have been adjusted to
conform to the current year's presentation and to provide comparative
amounts in respect of items disclosed for the first time in 2009. Further

details of these developments are disclosed in Note 2.

61. AUTHORISATION FOR ISSUE OF
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for
issue by the Board of Directors on 30th March, 2010.

BE —_ETHNFf -A=+—HIFE

59. M FEERREIR
(&)

b) R—ZZE—ZF=ZF A£EERE
1% #££3,600,000,0008 T EF & B 4
1,309,000,000/ T2 A{EER —21R A
B3 M T #92,291,000,0007 7t # F
E—REEESTFE-

60. LE Bl F

HREREEGTEANF IR (KEFT) M5
BREY ] ETHERBFEAEAE UFEAX
FRZEN YRR -_ZFZFNFERREZR
BRHUERBR - BFERZ2E-—THBER
B2 B

61. XIETEA S M FEHRE

EFEEERN T ZEF=A=TH#LEREE
TG E M B®REK -



