NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEPHHRERME

For the year ended 31 December 2019 BEZE =T —hF+ A=+ —HILFE

GENERAL INFORMATION

The Company is an exempted company incorporated in Bermuda
with limited liability and its shares are listed on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”). The addresses of the
Company's registered office and principal office in Hong Kong are
disclosed in the section head “Corporate Information” of this annual
report. Details of the substantial shareholders of the Company
are disclosed in the paragraph headed “Substantial Shareholders’
Interests in the Securities of the Company” in the section headed

"Directors’ Report” of this annual report.

The consolidated financial statements are presented in Hong Kong
dollar ("HK$"), which is same as the functional currency of the
Company and all amounts are rounded to the nearest thousand
(HK$'000) except otherwise indicated.

The Company's principal activity is investment holding and the
principal activities of its principal subsidiaries are set out in Note 48

and its principal associates and joint venture are set out in Note 49.

APPLICATION OF NEW AND AMENDED
HKFRSs

The accounting policies adopted in these consolidated financial
statements for the year ended 31 December 2019 are consistent
with those followed in the preparation of the consolidated financial
statements of the Company and its subsidiaries (“Group”) for the

year ended 31 December 2018 except as described below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

In the current year, the Group has applied, for the first time, the
following new Hong Kong Financial Reporting Standard ("HKFRS"),
new interpretation and amendments to existing HKFRSs (“2019
new HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), which are effective for the current financial
year of the Group. The 2019 new HKFRSs adopted by the Group in
these consolidated financial statements are set out below:

HKFRSs (Amendments) Annual Improvements to HKFRSs
2015-2017 Cycle

HKFRS 9 (Amendments) Prepayment Features with Negative
Compensation

HKFRS 16 Leases

HKAS 19 (Amendments) Plan Amendment, Curtailment or
Settlement

HKAS 28 (Amendments) Long-term Interests in Associates and
Joint Ventures

HK(IFRIC) - Int 23 Uncertainty over Income Tax Treatments

HKFRS 16 Leases
Accounting policies applied from 1 January 2019

HKFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for both lessors
and lessees. HKFRS 16 superseded Hong Kong Accounting
Standard ("HKAS") 17 “Leases” and the related interpretations
when it became effective. The standard sets out the principles
for the recognition, measurement, presentation and disclosure of
leases and requires lessees to account for most leases under a
single lessee accounting model. It distinguishes leases and service
contracts on the basis of whether an identified asset is controlled
by a customer. In addition, HKFRS 16 requires sales and leaseback
transactions to be determined based on the requirements of
HKFRS 15 “Revenue from Contracts with Customers” as to whether
the transfer of the relevant asset should be accounted as a sale.
HKFRS 16 also includes requirements relating to subleases and

lease modifications.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)
Accounting policies applied from 1 January 2019 (Cont'd)

Subject to limited exceptions for short-term leases and low-value
assets, distinctions of operating and finance leases are removed
for lessee accounting, and is replaced by a model where a right-of-
use asset and a corresponding liability have to be recognised for
all leases by lessees. However, the standard does not significantly

change the accounting of lessors.

The Group adopted HKFRS 16 using the modified restrospective
method of adoption with the date of initial application of 1 January
2019. Under this method, the standard is applied retrospectively
with the cumulative effect of initially applying the standard
recognised at the date of initial application and the comparative
information for 2018 was not restated. The Group elected to
use the transition practical expedient allowing the standard to be
applied only to contracts that were previously identified as leases
applying HKAS 17 and HK(IFRIC) — Int 4 “Determining whether an
Arrangement contains a Lease” at the date of initial application.

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for office premises and equipment.
As a lessee, the Group previously classified leases as operating
leases. Under HKFRS 16, the Group applies a single approach to
recognise and measure right-of-use assets and lease liabilities for all
leases, except for two elective exemptions for leases of low-value
assets (elected on a lease-by-lease basis) and short-term leases
(elected by class of underlying asset). The Group has elected not
to recognise right-of-use assets and lease liabilities for (i) leases of
low-value assets; and (i) leases, that at the commencement date,
have a lease term of twelve months or less. Accordingly, the Group
recognises the lease payments associated with those leases as an
expense on a straight-line basis over the lease term. In addition,
lease payments in relation to lease liability are allocated into a
principal and an interest portion which are presented as financing
cash flows in the consolidated statement of cash flows by the

Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

2. APPLICATION OF NEW AND AMENDED 2.

HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)
Accounting policies applied from 1 January 2019 (Cont'd)
Impacts on transition

In accordance with the transitional provision under HKFRS 16, the
Group applied the simplified transition approach on 1 January
2019. Lease liabilities were recognised at the present value of
the remaining lease payments, discounted using the lessee's
incremental borrowing rate at the date of initial application. All right-
of-use assets were measured at the amount of lease liabilities on
adoption (adjusted for any prepaid or accrued lease expenses, if

any).

In applying HKFRS 16 for the first time, the Group has used the
following practical expedients permitted by the standard:

. applied the short-term lease recognition exemption to leases
with lease term that ends within twelve months at the date of

initial application; and

. excluded the initial direct costs from the measurement of the

right-of-use assets at the date of initial application.

The impacts arising from the adoption of HKFRS 16 as at 1 January
2019 are as follows:

Assets BE

Increase in right-of-use assets ERAEEEEM
Properties L7ES
Equipment B

Liabilities =L

Increase in lease liabilities HEAaREEM
Non-current portion SERENEL 5
Current portion MENER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5
For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)

Accounting policies applied from 1 January 2019 (Cont'd)
Impacts on transition (Cont'd)

The weighted average discount rate applied to the lease liabilities
on 1 January 2019 was 2.73%. The lease liabilities as at 1 January

2019 reconciled to the operating lease commitments as at

31 December 2018 is as follows:
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FA&T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)
Accounting policies applied from 1 January 2019 (Cont'd)
Summary of new accounting policies

As a result of the adoption of HKFRS 16, the new accounting
policies of the Group which have been applied from the date of

initial application are set out below:
Right-of-use assets

The Group recognises right-of-use assets at the commencement
date of the lease (i.e. the date which the underlying asset is
available for use). Right-of-use assets are measured at cost, less
any accumulated depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised, initial
direct costs incurred, estimated costs to be incurred by the lessee
in restoring the underlying asset to the condition required by the
terms and conditions of the lease, and lease payments made at or
before the commencement date less any lease incentives received.
Unless the Group is reasonably certain to obtain ownership of the
leased asset at the end of the lease term, the recognised right-of-
use assets are depreciated on a straight-line basis over the shorter
of its estimated useful life and the lease term. Right-of-use assets

are subject to impairment.
Lease liabilities

At the commencement date of the lease, the Group recognises
lease liabilities measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed

payments (including in-substance fixed lease payments).

In calculating the present value of lease payments, the Group uses
the incremental borrowing rate at the lease commencement date
if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the
lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification (i.e. a change
in future lease payments arising from change in an index or rate,
a change in the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to purchase the

underlying asset).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)
Accounting policies applied from 1 January 2019 (Cont'd)
Summary of new accounting policies (Cont'd)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to short-term leases of assets (i.e. those leases that have a lease
term of twelve months or less from the commencement date and
do not contain a purchase option). The Group also applies the
lease of low-value assets recognition exemption to leases of office
equipment that are considered as low value. Lease payments on
short-term leases and leases of low-value assets are recognised as

an expense on a straight-line basis over the lease term.

Significant judgment in determining the lease term of contracts with

termination option

The Group determines the lease term as the non-cancellable term
of the lease, together with any periods covered by an option to
terminate the lease if it is reasonably certain not to be exercised.
The Group has the option, under some of its leases, to terminate
the lease with prior written notice without any compensation. The
Group applies judgment in evaluating whether it is reasonably
certain to exercise the option to terminate. That is, the Group
considers all relevant factors that create an economic incentive for it
to exercise the termination option. After the commencement date,
the Group reassesses the lease term if there is a significant event
or change in circumstances that is within its control and affects its

ability to exercise (or not to exercise) the option.
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APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases (Cont'd)

Accounting policies applied from 1 January 2019 (Cont'd)
Amounts recognised in consolidated financial statements

The carrying amounts of the Group's right-of-use assets and lease

liabilities and the movements during the year ended 31 December

2019 are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

R KRBT ERBM B
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REBEE-Z-NF+-_A=1+—HLFER
Z“@MZDT:

Right-of-use Lease

assets liabilities

ERAEEE HESE

HK$'000 HK$'000

FHExT FET

At 1 January 2019 —hE—H—H 7,825 7,825

Additions NE 148,754 134,743

Depreciation (Note 14) E (M5E14) (19,680) -

Interest expense (Note 11) B (FFFET) - 1,086
Lease payments HER - (11,600)

At 31 December 2019 R-ZB-NE+=A=+—8H 136,899 132,054

Analysed for reporting purpose as: ERE Rk 2 DT

Non-current FERBIE 136,899 84,125

Current mEEE - 47,929

136,899 132,054

The Group recognised rental expenses from short-term leases of
approximately HK$37,602,000 (Note 14) during the year ended
31 December 2019

Save as disclosed above, the application of the 2019 new HKFRSs
had no material effect on how the results and financial position for
the current or prior accounting periods are prepared and presented.

Accordingly, no prior period adjustment has been required.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

The Group has not early adopted the following new HKFRS and
amendments to existing HKFRSs (“new and amended HKFRSs")

that have been issued but are not yet effective.

HKFRS 3 (Amendments) Definition of a Business'

HKFRS 9, HKAS 39 and Interest Rate Benchmark Reform?

HKFRS 7 (Amendments)

HKFRS 10 and HKAS 28 Sale or Contribution of Assets between

(Amendments) an Investor and its Associate or Joint
Venture?
HKFRS 17 Insurance Contracts®
HKAS 1 and HKAS 8 Definition of Material?
(Amendments)

! Effective for business combinations and asset acquisitions for
which the acquisition date is on or after the beginning of the
first annual period beginning on or after 1 January 2020

2 Effective for annual periods beginning on or after 1 January 2020

3 Effective for annual periods beginning on or after 1 January 2021

4 Effective for annual periods beginning on or after a date to be
determined

In addition to the above new and amended HKFRSs, a revised
Conceptual Framework for Financial Reporting was issued in 2018.
Its consequential amendments, the Amendments to References to
the Conceptual Framework in HKFRS Standards, will be effective for

annual periods beginning on or after 1 January 2020.

The directors of the Company (“Directors”) are in the process of
assessing the potential impact of the new and amended HKFRSs
but are not yet in a position to determine whether the new and
amended HKFRSs will have a significant impact on how the Group's
results of operations and financial position are prepared and
presented. The new and amended 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 31 December 2019 #E —ZE—hNE+_A=+—HIFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

These consolidated financial statements have been prepared in
accordance with HKFRSs (which include all Hong Kong Financial
Reporting Standards, HKASs and Interpretations) issued by the
HKICPA and accounting principles generally accepted in Hong
Kong. In addition, these consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange (“Listing Rules”) and the
disclosure requirements of the Hong Kong Companies Ordinance
(Cap. 622).

The Group had net operating cash outflows of approximately
HK$838,424,000 for the year ended 31 December 2019, and as of
that date, the Group's current liabilities exceeded its current assets
by approximately HK$1,138,575,000 (2018: HK$2,749,823,000).
Notwithstanding the above result, these consolidated financial

statements have been prepared on a going concern basis.

The management closely monitors the Group's financial
performance and liquidity position. The validity of the going concern
basis depends upon the success of the Group's future operations,
its ability to generate adequate cash flows in order to meet its
financial obligations as and when they fall due, and its ability to
refinance or restructure its borrowings such that the Group can

meet its future working capital and financing requirements.

As at 31 December 2019, the Group had unutilised bank facilities.
Based on the latest communications with the banks, the Directors
are not aware of any intention of the principal banks to withdraw
their bank facilities or require early repayment of the borrowings,
and the Directors believe that the existing bank facilities will be
renewed or roll-overed when their current terms expire given
the good track records and relationships the Group has with
the banks. Further, the Group has unutilised loan facility from
a Director. In addition, the Group held a portfolio of securities
investments and treasury products presented as non-current
assets as at 31 December 2019 in aggregate of approximately
HK$20,186,103,000 of which approximately HK$1,051,880,000
will be realised into cash as the debt securities were contracted for

sale under the transaction as disclosed in Note 51(ii).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

The Directors have reviewed the Group's cash flow projections
prepared by the management. The cash flow projections cover
a period of not less than twelve months from 31 December
2019. Based on the cash flow projections, the Group will have
sufficient financial resources to meet its financial obligations
as and when they fall due in the coming twelve months from
31 December 2019. The management has made key assumptions
on the projections with regard to the anticipated cash flows from
the Group's operations, capital expenditures and the continuous
availability of bank facilities. The Group's ability to achieve the
projected cash flows depends on the continuous availability of bank

facilities from the banks.

In view of the above, the Directors are of the opinion that there will
be sufficient financial resources available to the Group to enable
it to meet its liabilities as and when they fall due and to continue
as a going concern. Accordingly, the Directors have prepared these

consolidated financial statements on a going concern basis.

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

the accounting policies set out below.
Fair value measurements

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are within
the scope of HKFRS 2 “Share-based Payment”, leasing transactions
that are accounted for in accordance with HKFRS 16 (since 1
January 2019) or HKAS 17 (before application of HKFRS 16), and
measurements that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 “Inventories” or

value-in-use in HKAS 36 “Impairment of Assets”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

Fair value measurements (Cont'd)

In addition, for financial reporting purposes, fair value

measurements are categorised into Level 1, 2 or 3 based on the

degree to which the inputs to the fair value measurements are

observable and the significance of the inputs to the fair value

measurements in its entirety, which are described as follows:

Level 1: inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

Level 2: inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or
liability, either directly or indirectly; and

Level 3: inputs are unobservable inputs for the asset or
liability.

(a) Basis of consolidation

Subsidiaries

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structured entities) controlled by the Company and its
subsidiaries. Control is achieved when the Company: (i) has
power over the investee; (ii) is exposed, or has rights, to
variable returns from its involvement with the investee; and

(i) has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to

one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the profit or loss from the date the Group gains
control until the date when the Group ceases to control the

subsidiary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(a)

Basis of consolidation (Cont'd)

Subsidiaries (Cont'd)

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in

the profit or loss as incurred.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured
at their fair value or, when applicable, on the basis specified
in another HKFRS.

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

interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in

line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of

the Group are eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(a

Basis of consolidation (Cont'd)

Subsidiaries (Cont'd)

Changes in the Group’s ownership interests in

existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions.
The carrying amounts of the Group's interests and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to

owners of the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (i) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary, that is, reclassified
to profit or loss or transferred to another category of equity
as specified/permitted by applicable HKFRSs. The fair value
of any investment retained in the former subsidiary at the
date when control is lost that is regarded as the fair value on
initial recognition for subsequent accounting under HKFRS 9
“Financial Instruments”, when applicable, the cost on initial
recognition of an investment in an associate or a joint

venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(b)

Goodwill

Goodwill arising from an acquisition of a business is carried
at cost as established at the date of acquisition of the
business less accumulated impairment losses, if any (see the

accounting policy above).

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

as a bargain purchase gain.

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (“CGUs")
(or groups of CGUs) that is expected to benefit from the
synergies of the combination.

A CGU to which goodwill has been allocated is tested for
impairment annually, or more frequently when there is
indication that the unit may be impaired. If the recoverable
amount of the CGU is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to
the other assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in

subsequent periods.

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the gain or loss

on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

Investments accounted for using the equity method

An associate is an entity over which the Group 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.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities

require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint
ventures are incorporated in the consolidated financial
statements using the equity method of accounting, except
when the investment, or a portion thereof, is classified
as held for sale, in which case it is accounted for in
accordance with HKFRS 5 “Non-current Assets Held for Sale
and Discontinued Operations”. Under the equity method,
an investment in an associate or a joint venture is initially
recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group's share
of the profit or loss and other comprehensive income of the
associate or joint venture. When the Group's share of losses
of an associate or a joint venture exceeds the Group's interest
in that associate or joint venture (which includes any long-
term interests that, in substance, form part of the Group's
net investment in the associate or joint venture), the Group
discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments

on behalf of the associate or joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

Investments accounted for using the equity method
(Cont'd)

An investment in an associate or a joint venture is accounted
for using the equity method from the date on which the
investee becomes an associate or a joint venture. On
acquisition of the investment in an associate or a joint
venture, any excess of the cost of the investment over the
Group's share of the net fair value of the identifiable assets
and liabilities of the investee is recognised as goodwill, which
is included within the carrying amount of the investment.
Any excess of the Group's share of the net fair value of
the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately
in profit or loss in the period in which the investment is

acquired.

The requirements of HKFRS 9 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group's investment in an associate or a
joint venture. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value-in-use and fair
value less costs of disposal) with its carrying amount. Any
impairment loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently

increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

Investments accounted for using the equity method
(Cont'd)

The Group discontinues the use of the equity method from
the date when the investment ceases to be an associate or a
joint venture, or when the investment (or a portion thereof) is
classified as held for sale. When the Group retains an interest
in the former associate or joint venture and the retained
interest is a financial asset, the Group measures the retained
interest at fair value at that date and the fair value is regarded
as its fair value on initial recognition in accordance with
HKFRS 9. The difference between the carrying amount of
the associate or joint venture at the date the equity method
was discontinued and the fair value of any retained interest
and any proceeds from disposing of a part interest in the
associate or joint venture is included in the determination of
the gain or loss on disposal of the associate or joint venture.
In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to
that associate or joint venture on the same basis as would
be required if that associate or joint venture had directly
disposed of the related assets or liabilities. Therefore, if a gain
or loss previously recognised in other comprehensive income
by that associate or joint venture would be reclassified to
profit or loss on the disposal of the related assets or liabilities,
the Group reclassifies the gain or loss from equity to profit
or loss (as a reclassification adjustment) when the equity

method is discontinued.

When the Group reduces its ownership interest in an
associate or a joint venture but the Group continues to use
the equity method, the Group reclassifies to profit or loss
the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that
reduction in ownership interest if that gain or loss would be
reclassified to profit or loss on the disposal of the related

assets or liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

(d)

(e)

Investments accounted for using the equity method
(Cont'd)

When a group entity transacts with an associate or a joint
venture of the Group (such as a sale or contribution of
assets), profits and losses resulting from the transactions with
the associate or joint venture are recognised in the Group's
consolidated financial statements only to the extent of
interests in the associate or joint venture that are not related

to the Group.

Impairment losses (other than goodwill and intangible

assets with indefinite useful lives)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets and intangible assets
with finite useful lives 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 immediately in profit or loss.

When 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 immediately in profit or loss.

Investment properties

Investment properties are properties held to earn rental
income and/or for capital appreciation including land held for
a currently undetermined future use. On initial recognition,
investment properties are measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at fair value.
Gains and losses arising from changes in the fair values of
investment properties are included in profit or loss for the

period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(e)

Investment properties (Cont'd)

Leasehold land held for undetermined future use is regarded
as held for capital appreciation purpose and classified as an
investment property, and carried at fair value. Changes in fair
value of the leasehold land are recognised directly in profit or

loss for the 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 disposal. Any gain or loss arising from derecognition of
the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the property) is
included in profit or loss for the period in which the property

is derecognised.

An investment property is transferred at fair value to property,
plant and equipment when the property begins to be
occupied by the owner or of development with a view to
owner-occupation. Gain or loss arising from change in fair
value of the investment property upon the transfer is included

in profit or loss.

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

retained profits.

A property is transferred from investment property to stock
of properties when, and only when, there is a change in use,
evidenced by commencement of development with a view to
sale. Any difference between the fair value of the property at
the date of change in use and its previous carrying amount is

recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

®

Property, plant and equipment

Property, plant and equipment are stated at cost less
subsequent accumulated depreciation and accumulated

impairment losses, if any.

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

straight-line method, at the following rates per annum:

Basis

Type

Leasehold land Over the remaining lives of the
leases

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

Leasehold improvement Over the shorter of lease terms

and 6 years

Furniture, fixtures and 3 to 10 years
equipment

Yachts and motor vehicles 3 to 10 years

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

the period in which the asset is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(8)

(h)

Stock of properties

Stock of properties including completed properties which
are held-for-trading, is stated at the lower of cost and net

realisable value.

The cost of completed properties held for sale is determined
by apportionment of the total development costs, including
borrowing costs capitalised, attributable to unsold units.
Net realisable value is estimated by the management of
the Group based on prevailing market conditions, which
represents the estimated selling price less estimated costs to

be incurred in selling the property.

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

occurs.

Inventories

Inventories comprise finished goods and raw materials for
cosmetic products, which are stated at the lower of cost and

net realisable value.

Cost represents the invoiced cost of inventories. Costs are
assigned to individual items on the weighted-average basis.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling

expenses.
Intangible assets

Trading rights, exchange rights and trademark

Trading rights, gold and silver exchange rights and trademark
are stated at cost less accumulated amortisation and less any

identified impairment loss. The amortisation period adopted

for intangible assets is 5 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the financial instruments. Financial assets and financial
liabilities are initially measured at fair value. A financial asset
or financial liability (unless it is a trade receivable without a
significant financing component) is initially measured at fair
value plus or minus, for an item not at fair value through
profit or loss (“FVTPL"), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable
without a significant financing component is initially measured

at the transaction price.

Financial assets

All recognised financial assets are subsequently measured in
their entirety at either amortised cost or fair value, depending

on the classification of the financial assets.

(1) Cassification and measurement

Debt instruments that meet the following conditions
are subsequently measured at amortised cost less
impairment loss (except for debt investments that are

designated as at FVTPL on initial recognition):

. the financial asset is held within a business
model whose objective is to hold assets in order

to collect contractual cash flows; and

. the contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the

principal amount outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)
Financial assets (Cont'd)
() dassification and measurement (Cont'd)

A financial asset shall be measured at FVTOC!I if both of

the following conditions are met:

. the financial asset is held within a business
model whose objective is achieved by both
collecting contractual cash flows and selling

financial assets; and

. the contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the

principal amount outstanding.
All other financial assets that are other than those

categorised as amortised cost and FVTOCI above, are

categorised as measured at FVTPL

(1) Amortised cost and effective interest method

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

initial recognition.

Interest income is recognised using effective
interest method for debt instruments measured
subsequently at amortised cost. Interest income
is recognised in profit or loss and is included in
revenue, other income or investment income as

appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

®

Classification and measurement (Cont'd)

@

Financial assets measured at FVTOCI

According to HKFRS 9, the Group may make
an irrevocable election (on an instrument-by-
instrument basis) to designate investments in
equity instruments as at FVTOCI. Designation at
FVTOCI is not permitted if the equity investment
is held-for-trading. A financial asset is held-for-
trading if it has been acquired principally for the
purpose of selling it in the near term or it is a
derivative that is not designated and effective as

a hedging instrument.

Investments in equity instruments at FVTOCI are
initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair
value with gains and losses arising from changes
in fair value recognised in other comprehensive
income and accumulated in the financial assets
measured at FVTOCI reserve. Fair value is
determined in the manner described in Note

5(c) to the consolidated financial statements.

Dividend income is recognised in profit or loss

and is included in investment income.

The Group has designated all investments in
equity instruments (listed or unlisted) that are
not held-for-trading as at FVTOCI since the
application of HKFRS 9.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (contd)

3. FTESHHREEEw

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

®

Classification and measurement (Cont'd)

3

Financial assets measured at FVTPL

Financial assets measured at FVTPL comprise
derivatives that are not designated and effective
as hedging instruments and club and corporate

debentures.

Investments in equity instruments are classified
as FVTPL, unless the Group designates such
investment that is not held-for-trading as at
FVTOCI on initial recognition (see (i)(2) above).

Debt instruments that do not meet the
amortised cost and FVTOCI criteria (see above)
are measured at FVTPL. In addition, debt
instruments that meet the amortised cost criteria
but are designated as at FVTPL are measured
at FVTPL. A debt instrument may be designated
as at FVTPL upon initial recognition if such
designation eliminates or significantly reduces a
measurement or recognition inconsistency that
would otherwise arise from measuring assets or
liabilities or recognising the gains and losses on

them on different bases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

®

(i)

Classification and measurement (Cont'd)

(3) Financial assets measured at FVTPL (Cont'd)

Financial assets measured at FVTPL are
measured at fair value at the end of the reporting
period, with any gains or losses arising from
remeasurement recognised in profit or loss.
The net gain or loss recognised in profit or loss
is included in investment income. Fair value is
determined in the manner described in Note

5(c) to the consolidated financial statements.

Interest income on debt instruments at FVTPL
is recognised in profit or loss and is included in

investment income.

Impairment of financial assets

The Group recognises loss allowances for expected
credit losses (“ECLs") on financial assets measured at
amortised cost. An impairment gain or loss, the amount
of ECLs (or reversal) that is required to adjust the loss
allowance at reporting date is recognised in profit or

loss.

The Group measures loss allowances at an amount
equal to lifetime ECLs. For trade receivables, the Group
applies the simplified approach to providing for ECLs
prescribed by HKFRS 9, which requires the use of the

lifetime expected loss provision for all trade receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)

When determining whether the credit risk of a financial
asset has increased significantly since initial recognition
and when estimating ECLs, the Group considers
reasonable and supportable information that is relevant
and available without undue cost or effort. This includes
both quantitative and qualitative information and
analysis, based on the Group's historical experience
and informed credit assessment and including forward-

looking information.

Lifetime ECLs are the ECLs that result from all possible
default events over the expected life of a financial

instrument.

12-month ECLs are the portion of ECLs that result
from default events on a financial instrument that
are possible within the 12 months after the reporting
date (or a shorter period if the expected life of the

instrument is less than 12 months).
In all cases, the maximum period considered when
estimating ECLs is the maximum contractual period

over which the Group is exposed to credit risk.

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a
default occurring on the financial instrument as at the
date of initial recognition. In making this assessment,
the Group considers both quantitative and qualitative
information that is reasonable and supportable,
including historical experience and forward-looking
information that is available without undue cost or
effort.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)

Significant increase in credit risk (Cont'd)

In particular, the following information is taken into
account when assessing whether credit risk has

increased significantly:

. an actual or expected significant deterioration in
the financial instrument's external (if available) or

internal credit rating;

. significant deterioration in external market

indicators of credit risk;

. existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the

debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in

the operating results of the debtor;

. an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor's ability to

meet its debt obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)

Significant increase in credit risk (Cont'd)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that

demonstrates otherwise.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the

amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed internally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors,
including the Group, in full.

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is

more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)
Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when
the amounts are over 1 year past due, whichever
occurs sooner, unless the Group has reasonable and
supportable information to demonstrate a later period
is more appropriate. Financial assets written off may
still be subject to enforcement activities under the
Group's recovery procedures, taking into account legal
advice where appropriate. A write-off constitutes a
derecognition event. Any subsequent recoveries are

recognised in profit or loss.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses over the expected life of the financial assets. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information. Credit losses are measured as the
present value of all cash shortfalls (i.e. the difference
between the contractual cash flows that are due to the
entity in accordance with the contract and the cash

flows that the entity expects to receive).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)

Credit-impaired financial assets

At each reporting date, the Group assesses on a
forward-looking basis whether financial assets carried at
amortised cost are credit-impaired. A financial asset is
“credit-impaired” when one or more events that have a
detrimental impact on the estimated future cash flows

of the financial asset have occurred.

Evidence that a financial asset is credit-impaired

includes observable data of the following events:

significant financial difficulty of the borrower or

issuer;

a breach of contract such as a default or past

due event;

the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower
a concession(s) that the lender(s) would not

otherwise consider; or

it is becoming probable that the borrower
will enter bankruptcy or other financial re-
organisation, or the disappearance of an active
market for a security because of financial
difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Derecognition of financial assets

Financial assets are derecognised when the contractual
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 to another entity.

On derecognition of a financial asset, except for an
investment in equity instrument that is classified as
FVTOCI, the difference between the asset's carrying
amount and the sum of the consideration received and

receivable is recognised in profit or loss.

On derecognition of an investment in equity instrument
that is classified as at FVTOCI, the cumulative gain or
loss previously accumulated in the financial assets
measured at FVTOCI reserve is not reclassified to profit

or loss, but is transferred to retained profits.

Financial liabilities and equity instruments

®

Classification and measurement

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities
or equity instruments according to the substance
of the contractual arrangements entered into and
the definitions of a financial liability and an equity

instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #4R& Bt 3R &R M &

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)
Financial liabilities and equity instruments (Cont'd)
(1) Cassification and measurement (Cont'd)

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. The Group's financial
liabilities are generally classified into (i) financial
liabilities at FVTPL and (ii) other financial liabilities
subsequently measured at amortised cost. The
accounting policies adopted in respect of financial

liabilities and equity instruments are set out below.

(1) Financial liabilities at FVTPL

Financial liabilities at FVTPL, representing those
as held-for-trading, comprise derivatives that
are not designated and effective as hedging

instruments.

Financial liabilities at FVTPL are measured at fair
value, with changes in fair value arising from
remeasurement recognised directly in profit or

loss in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

3. FESHHREEEw

1)

Financial liabilities and equity instruments (Cont'd)

(1) Cassification and measurement (Cont'd)

(2) Other financial liabilities subsequently measured

at amortised cost and effective interest method

The effective interest method is a method of

calculating the amortised cost of a financial

liability and allocating interest expense over the

relevant period. The effective interest rate is

the rate that exactly discounts estimated future

cash payments (including all fees and points

paid or received that form an integral part of the

effective interest rate, transaction costs and other

premiums or discounts) through the expected

life of the financial liability or, where appropriate,

a shorter period, to the net carrying amount at

initial recognition.

Interest expense is recognised using effective

interest method for financial liabilities, other than

those financial liabilities at FVTPL.

Other financial liabilities are subsequently

measured at amortised cost, using the effective

interest method. Interest expense that is not

capitalised as part of costs of an asset is included

in finance costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #4R& Bt 3R &R M &

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)
Financial liabilities and equity instruments (Cont'd)
(1) Cassification and measurement (Cont'd)
(3) Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct

issue costs.

Consideration paid to repurchase the Company's
own equity instruments is deducted from equity.
No gain or loss is recognised in profit or loss on
the purchase, sale, issue or cancellation of the

Company's own equity instruments.
(i) Derecognition of financial liabilities

Financial liabilities are derecognised when the
Group's obligation specified in the relevant contract
is discharged, cancelled or expires. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and payable is

recognised in profit or loss.
Derivative financial instruments

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or loss

immediately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

(k)

Financial instruments (Cont'd)

Financial guarantee contract

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 a debt instrument.

Financial guarantee contract liabilities are measured initially at
their fair values and, if not designated as at FVTPL and do not
arise from a transfer of an asset, are measured subsequently
at the higher of:

the amount of the loss allowance determined in
accordance with HKFRS 9 (see financial assets above);

and

the amount initially recognised less, where appropriate,
the cumulative amount of income recognised in

accordance with the principles of HKFRS 15.

Revenue recognition

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is

transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of

distinct goods or services that are substantially the same.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(k)

Revenue recognition (Cont'd)

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of

the following criteria is met:

the customer simultaneously receives and consumes
the benefits provided by the Group's performance as

the Group performs;

the Group's performance creates and enhances
an asset that the customer controls as the Group

performs; or

the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance

completed to date.

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.

A contract asset represents the Group's right to consideration
in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is
assessed for impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group's unconditional

right to consideration.

A contract liability represents the Group's obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)

from the customer.

A contract asset and a contract liability relating to a contract

are accounted for and presented on a net basis.

Revenue is measured at the fair value of the consideration

received or receivable.

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019

REMBRRME

3. FTESHHREEEw

(k)

W ATER (8)

A AT E P — IR - A SR
—BRERABE MBARZRE2E
THEBENEEZERBERMN —RE
B ARER -

RAEREREOR RS REREE
FEFI 2K S8 B R KO TR 82 2 Tl

AEBZBHEERRAEE M
HZEBERAKRERORHERP
S X

AEEZBOLRELERAEHE
BERRgcEE BAKREHE
SERKBHZNRAEE ARG
HATHER -

BR WAREPEEA DR 2 Eam
PR 7 22 I 2 B A HEE R

BHEEEASERARAREERE
FBEzEmREMUEEKEZ#
) T R A A 1 R BK A R RAR IR
FREM IS E LR F R ERERE - 48
R EYGRIRE A S B E Z 7
P A B AGR A o

EHAEEAREREAEFWEIKE
(REFHZREDR) MAREFE
EEMIAMBEE-

HANBERcENBEERANBENE
BARKZD-

WAT B W ERAREZ AFER

=

B



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(k)

Revenue recognition (Cont'd)

Revenue from sale of properties held for sale in the ordinary
course of business is recognised when the legal assignment
is completed, which is the point in time when the purchaser
has the ability to direct the use of the property and obtain
substantially all of the remaining benefits of the property.

Rental income, including rental invoiced in advance from
properties under operating leases, is recognised in profit or
loss on a straight-line basis over the term of the relevant

lease.

Sales of securities investments are recognised on a trade date

basis.

Brokerage income on dealings in securities and futures
contracts is recognised at the point in time 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 has been established.

Revenue from sales of cosmetic products is recognised at the
point in time 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 at initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit before tax as reported
in the consolidated statement of comprehensive income
because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively

enacted by the end of the reporting period.

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. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the

taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
associates and join venture, except where the Group is able
to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the

foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

(m)

Taxation (Cont'd)

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 assets to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which
the liability is settled or the asset is realised. Current and
deferred tax are recognised in profit or loss, except when they
relate to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive
income or directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for

the business combination.

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

net basis.

Leasing

Upon application of HKFRS 16 in accordance with

transition in Note 2

Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of

time in exchange for consideration.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a contract is or
contains a lease based on the definition under HKFRS
16 at inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently

changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(m) Leasing (Cont'd)

(m) #HE(H)

Upon application of HKFRS 16 in accordance with
transition in Note 2 (Cont'd)

The Group as a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative standalone price of
the lease component and the aggregate stand-alone price of

the non-lease components.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to short-term leases of assets (i.e. those leases
that have a lease term of twelve months or less from
the commencement date and do not contain a purchase
option). The Group also applies the lease of low-value
assets recognition exemption to lease of office equipment
that are considered as low value. Lease payments on short-
term leases and leases of low-value assets are recognised as

expense on a straight-line basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHEREw

ACCOUNTING POLICIES (contd)

(m) Leasing (Cont'd) (m) #HE(H)

Upon application of HKFRS 16 in accordance with
transition in Note 2 (Cont'd)

RIEMF22 B RIKXEAE B BERE
EREI6% (&)

The Group as a lessee (Cont'd) TEBMBEBA (B)
Right-of-use assets EHEERE

The Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date which the
underlying asset is available for use). Right-of-use assets are
measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct costs
incurred, estimated costs to be incurred by the lessee in
restoring the underlying asset to the condition required by
the terms and conditions of the lease, and lease payments
made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated useful
life and the lease term. Right-of-use assets are subject to

impairment.

The Group presents right-of-use assets as a separate line item

in the consolidated statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional
lease payments and included in the cost of right-of-use

assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #4R& Bt 3R &R M &
For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

3. SUMMARY OF SIGNIFICANT 3. FESTHEREw

ACCOUNTING POLICIES (contd)

(m) Leasing (Cont'd) (m) #HE(H)

Upon application of HKFRS 16 in accordance with
transition in Note 2 (Cont'd)

The Group as a lessee (Cont'd)

Lease liabilities

At the commencement date of a lease, the Group recognises
lease liabilities measured at the present value of lease
payments to be made over the lease term. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily

determinable.

The lease payments include:

fixed payments (including in-substance fixed lease

payments) less any lease incentives receivable;

. variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the

commencement date;

. amounts expected to be payable by the Group under

residual value guarantees;

the exercise price of a purchase option if the Group is

reasonably certain to exercise the option; and

. payments of penalties for terminating a lease, if the
lease term reflects the Group exercising an option to

terminate the lease.
After the commencement date, the amount of lease liabilities

is increased to reflect the accretion of interest and reduced

for the lease payments made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHEREw

ACCOUNTING POLICIES (contd)

(m) Leasing (Cont'd) (m) #HE(H)

Upon application of HKFRS 16 in accordance with
transition in Note 2 (Cont'd)

The Group as a lessee (Cont'd)

Lease liabilities (Cont'd)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)

whenever:

change in the lease term or change in the assessment
of exercise of a purchase option to purchase the
underlying asset, in which case the related lease
liability is remeasured by discounting the revised lease
payments using a revised discount rate at the date of

reassessment.

. change in lease payments arising from change in an
index or rate or expected payment under a guaranteed
residual value, in which cases the related lease liability
is remeasured by discounting the revised lease

payments using the initial discount rate.

The Group presents lease liabilities as a separate line item in

the consolidated statement of financial position.

Lease modifications

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability based
on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the

effective date of the modification.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(m) Leasing (Cont'd)

(m) HAE (&)

Upon application of HKFRS 16 in accordance with
transition in Note 2 (Cont'd)

The Group as lessor

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

basis over the lease term

Prior to 1 January 2019

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 lessee

Rentals payable under operating leases is charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction of

rental expense over the lease term on a straight-line basis.

The Group as lessor

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

basis over the lease term
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

For the year ended 31 December 2019 HE_-ZF

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(n)

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
at the rates of exchange prevailing at 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 on the date when the
fair value was determined. Non-monetary items that are
measured in terms of historical cost in foreign currencies are

not retranslated.

Exchange differences arising from the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise,
except for exchange differences arising from a monetary
item that forms part of the Company’s net investment in a
foreign operation, in which case, the exchange differences
are recognised in other comprehensive income and will be
reclassified from equity to profit or loss on disposal of the
foreign operation. Exchange differences arising from the
retranslation of non-monetary items carried at fair value are
included in profit or loss for the period in which they arise,
except for exchange differences arising from the retranslation
of non-monetary items in respect of which gains and losses
are recognised directly in other comprehensive income, in
which case, the exchange differences are also 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 the presentation currency of
the Group (i.e. HK$) using the exchange rate prevailing at the
end of each reporting period. Income and expense items are
translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in
which case, the exchange rates at the dates of transactions
are used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in the
translation reserve. Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is

disposed of.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(n)

(0)

Foreign currencies (Cont'd)

On the disposal of a foreign operation (i.e. a disposal of the
Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, or a disposal involving loss of joint control
over a joint venture that includes a foreign operation, or
a disposal involving loss of significant influence over an
associate that includes a foreign operation), all of the
exchange differences accumulated in the translation reserve
in respect of that operation attributable to the owners of the

Company are reclassified to profit or loss.

In relation to a partial disposal of a subsidiary that does not
result in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences is
reattributed to non-controlling interests and is not recognised
in profit or loss. For partial disposals of associates or joint
venture that do not result in the Group losing significant
influence or joint control, the proportionate share of the
accumulated exchange differences is reclassified to profit or

loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets. Capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use

or sale.

All other borrowing costs are recognised in profit or loss in the

period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(p)

(@

(r)

Retirement benefit costs

Payments to defined contribution retirement benefit schemes
are recognised as expenses 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, it is probable that the
Group will be required to settle the obligation, and a reliable

estimate can be made of the amount of the obligation.

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

value of those cash flows.

Related parties

(i) A person, or a close member of that person’s family, is

related to the Group if that person:

(1) has control or joint control of the Group;

(2) has significant influence over the Group; or

(3) is a member of the key management personnel

of the Group or the Group's parent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(r) Related parties (Cont'd)

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

conditions applies:

M

@

€)

)

®)

©)

)

®

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

others).

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

a member).

both entities are joint ventures of the same third

party.

one entity is a joint venture of a third entity and

the other entity is an associate of the third entity.

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are

also related to the Group.

the entity is controlled or jointly controlled by a

person identified in (i).

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

parent of the entity).

the entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the parent of the

Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(U]

(s)

Related parties (Cont'd)

A related party transaction is a transfer of resources, services
or obligations between the Group and a related party,

regardless of whether a price is charged.

Close members of the family of a person are those family
members who may be expected to influence, or be

influenced by, that person in their dealings with the entity.

Contingent liabilities and contingent assets

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

will then be recognised as a provision.

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

certain, an asset is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

®

(u)

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 investment properties, 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 unrealised fair
value changes on investment properties and other properties
together with their, if applicable, respective deferred tax,
and impairment loss of goodwill. No intersegment revenue
is accounted for as the intersegment revenue is mainly the

rental income for administrative purpose.

Dividend distribution

Dividend distribution to the Company's shareholders is
recognised as a liability in the consolidated statement of
financial position in the period in which the dividends are
approved by the Company's shareholders or directors, where

appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

For the year ended 31 December 2019 HE_-ZF

4. CRITICAL ACCOUNTING JUDGMENTS

AND ESTIMATES

In the application of the Group's accounting policies, which are
described in Note 3, the management of the Group 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 the management of the Group has made in the
process of applying the Group's accounting policies and that have
the most significant effect on the amounts recognised in these

consolidated financial statements.

Fair value of unquoted financial assets measured at
Fvroci

As described in Note 5(c), the management of the Group uses
its judgments 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 securities with carrying amounts of
approximately HK$1,603,891,000 (2018: HK$1,200,307,000) are
valued using a discounted cash flow analysis and with reference
to the fair values of the underlying properties and assets based
on assumptions supported, where possible, by observable market
prices or rates. The estimation of fair value of these unlisted equity
securities 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 31 December 2019 #E —ZE—hNE+_A=+—HIFE

4.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (contd)

Critical judgments in applying accounting policies (Cont'd)
Impairment loss in respect of trade and other receivables

The Group determines the impairment loss in respect of trade and
other receivables based on the ECLs. Impairment loss in respect of
trade receivables is assessed on lifetime ECL while other receivables
is assessed on 12-month ECLs as there had been no significant

increase in credit risk since initial recognition.

The policy for impairment loss in respect of trade and other
receivables 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 abilities to make payments,

additional allowances may be required.
Fair value of investment properties

The Group's investment properties are stated at fair value based on
the valuations performed by independent professional valuers. In
determining the fair value, the valuers have based on methods of
valuation which involve certain estimates. In relying on the valuation
reports, the management of the Group has exercised its judgments
and is satisfied that the methods of valuation are reflective of the
current market conditions, as detailed in Note 19. Should there be
any changes in assumptions due to change in market conditions,

the fair value of the investment properties will change in future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (contd)

Critical judgments in applying accounting policies (Cont'd)

Determining the lease term of contracts with termination

option

The Group determines the lease term as the non-cancellable term
of the lease, together with any periods covered by an option to
terminate the lease if it is reasonably certain not to be exercised.
The Group has the option, under some of its leases, to terminate
the lease with prior written notice without any compensation. The
Group applies judgment in evaluating whether it is reasonably
certain to exercise the option to terminate. That is, the Group
considers all relevant factors that create an economic incentive for it
to exercise the termination option. After the commencement date,
the Group reassesses the lease term if there is a significant event
or change in circumstances that is within its control and affects its

ability to exercise (or not to exercise) the option.
Key sources of estimation uncertainty

The followings are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the
reporting period that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within

the next financial year.
Deferred tax assets

As at 31 December 2019, a deferred tax asset of approximately
HK$4,108,000 (2018: HK$2,059,000) in relation to unused tax
losses has been recognised in the consolidated statement of
financial position. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual
future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the
consolidated statement of comprehensive income for the period in

which such a reversal takes place.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

4.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (contd)

Key sources of estimation uncertainty (Cont'd)
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 policies stated in Note 3. The recoverable amounts
of CGUs are determined based on value-in-use calculations. These
calculations require the use of estimates and assumptions made
by the management of the Group on the future operation of the
business, pre-tax discount rates, and other assumptions underlying

the value-in-use calculations.
Write-down of stock of properties

In accordance with the accounting policies as stated in Note 3, the
Group performs regular reviews on the estimated net realisable
values of the stock of properties in order to assess if, when the
estimated net realisable values declining below the corresponding
carrying amounts, any write-down of stock of properties is required.
The management of the Group has taken into account of the
prevailing market conditions, valuations or estimated unit selling
price from independent property valuers and internally available
information and exercised considerable judgments in making these

estimates.

Impairment loss in respect of investments accounted for

using the equity method

The management of the Group determines whether investments
accounted for using the equity method have suffered any
impairment whenever events or changes in circumstances indicate
that the carrying amounts may not be recoverable, according to their
recoverable amounts determined by the CGUs based on value-
in-use calculations. The determination of impairment indication
requires significant judgments, and the calculations require the use
of estimates which are subject to change of economic environment

in future.

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019

“NEFTZA=t—HILFE

BRI HE KRG @

EFTHBREEZEEZRR (B)
BEREFEEZRE

AEBRBWMFIMAZ S BREEE LE
WEEETFERENA - REELEM 2T
WEleBIREEREEREAEE - ERE
BEAEZREARECEREBHRREBZ
B HARREREMAREREBENEEZ
RERIEH AET RRER -

WFEFEZHE

AEBRBMEIMAZ G5 BREREHY
EEFE 2 ERFE U HE AT
RFETREENERERER  AUNES
SFLEE - ~NEE ERBEBERMI
BB Y EGEMETHERGECEE
RAE2ZER  ARERRE H B mIE L%
FHfhate

BH U EZARZREZ BEEE

HEMHRRRE(CRTR AR EARZKRE
ZHREER T AIRE  AEE 2 ERERE
EREEFEEARSELENET 2K
Bl &% AR ERE DB EMRE  FFERE
BRFBEELERAE Mt EREPFER
MEFERRREEREZCMZENTE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

Financial assets EMEE
Financial assets measured at fair value

through profit or loss

Financial assets measured at fair value

5. 2@ TH

(a)

BBESARRATFEREZ

BBE M2 E AR R

through other comprehensive income AP EFAEZERMEE
Amortised cost b $iIp N
Financial liabilities SREE
Amortised cost B SH P AR
Derivative financial instrument PTHESRTAE

Financial risk management objectives and policies

The Group's major financial instruments include equity
investments, bonds, club and corporate debentures, derivative
financial instrument, advances to/from associates/joint
venture/investee companies/non-controlling shareholders,
debtors, deposits and other receivables, securities trading
receivables and deposits, pledged deposits, time deposits,
bank balances and cash, sales proceeds held by stakeholders,
borrowings, creditors and accruals, securities trading and
margin payable, lease liabilities and deposits received. Details
of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments
and the policies on how to mitigate these risks are set
out below. The management of the Group manages and
monitors these exposures to ensure appropriate measures

are implemented on a timely and effective manner.

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

manages and measures the risks.

(b)

SRMIAER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk

®

Foreign currency risk

The Group is mainly exposed to foreign exchange
risk arising from future commercial transactions, and
from recognised assets and liabilities. The functional
currency of the Company and its major subsidiaries in
Hong Kong is HK$ in which most of the transactions
are denominated. The functional currencies of those
subsidiaries operating in the United Kingdom and the
PRC are Pound Sterling ("GBP") and Renminbi ("RMB")
respectively in which most of their transactions are
denominated. The Group is mainly exposed to foreign
exchange risk in respect of exchange fluctuations
of HK$ against GBP and RMB. The conversion of
RMB into other currencies is subject to the rules and
regulations of foreign exchange control promulgated by
the government of the PRC. The Group currently does
not have 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 Group's exposure to foreign currency risk at the

end of the reporting period is as follows:

Assets &E

United States dollar (“US$") Erx(IZEx])
GBP RE

RMB AR

Euro ("EUR") BT ([B7Tl)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31 December 2019 HE_-ZF

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk (Cont'd)

®

Foreign currency risk (Cont'd)

The Group's exposure to foreign currency risk at the

end of the reporting period is as follows: (Cont'd)

Liabilities =R
Us$ e
GBP HEE
RMB AR

Sensitivity analysis

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

excluded from the sensitivity 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 translations at the end of the reporting period for
a 5% change in foreign currency rates. The sensitivity
analysis includes external loans as well as loans to/
from foreign operations within the Group where the
denomination of the loan is in a currency other than
the functional currency of the lender or the borrower;
but excluding exposure resulting from the translation of
the financial statements of foreign operations into the

Group's presentation currency.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

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

Impact of -7
GBP g
RMB AR
EUR X T

There would be no material impact on the Group's
other components of equity for the years ended
31 December 2019 and 2018.

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

risk at the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk (Cont'd)

(i) Cash flow interest rate risk

The Group has variable-rate interest-bearing assets
and liabilities including advance to an associate, time
deposits, bank balances, sales proceeds held by a
stakeholder and a third party and borrowings and
is therefore exposed to cash flow interest rate risk.
Details of these financial instruments are disclosed in
respective notes. The Group currently does not have
interest rate hedging policy. However, the management
of the Group monitors interest rate exposure and will

consider hedging significant interest rate exposure

should the need arise.

The Group's cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rate (“HIBOR"), London Interbank Offered

Rate ("LIBOR"), prime rate or costs of funds of financial

institutions or a bank.

Sensitivity analysis

The following demonstrates the sensitivity to a
reasonable possible change in interest rates with all
other variables held constant, of the Group's profit
before tax (through the impact of floating rates in
advance to an associate, time deposits, bank balances,

sales proceeds held by a stakeholder and a third party

and borrowings).

If the floating rates had been 50 basis points
higher/lower, with all other variables held
constant, the Group's profit before tax for the
year ended 31 December 2019 would decrease/
increase by approximately HK$64,144,000 (2018:
HK$64,582,000). This was mainly attributable to the

Group's exposure to interest rates on its variable-rate

borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

(i)

(i)

Cash flow interest rate risk (Cont'd)
Sensitivity analysis (Cont'd)

There would be no material impact on the Group's
other components of equity for the years ended
31 December 2019 and 2018.

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

net debt carries at variable-rate.
Price risk

The Group's investments classified as financial assets
measured at FVTPL, financial assets measured at
FVTOCI and derivative financial instrument presented
as current liability (2018: current asset) which are
measured at fair value at the end of each reporting
period and expose the Group to price risk. At the end
of the reporting period, the Group held investments
in certain high yield and fixed-rate bonds. High
yield bonds are bonds that are typically rated below
investment grade or are unrated and therefore are
generally more vulnerable to economic cycles as they
typically fall more in value than investment grade
bonds given higher default risk and higher investors
risk adversity. For bonds with fixed-rate coupons, they
are more susceptible to fluctuations in interest rates. As
interest rates move upward, the value of the bonds will
generally fall. Furthermore, the longer the tenor of the
bonds, the more sensitive they will be to interest rate

changes.

The management of the Group 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)
(iif)  Price risk (Cont'd)
Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to price risk at the end of the

reporting period.

If prices had been 5% higher/lower, the Group's
profit before tax for the year ended 31 December
2019 would increase/decrease by approximately
HK$452,221,000 (2018: HK$338,296,000). This was
due to the changes in fair value of financial assets

measured at FVTPL and derivative financial instrument.

If prices had been 5% higher/lower, the Group's
other components of equity for the year ended
31 December 2019 would increase/decrease
by approximately HK$1,009,127,000 (2018:
HK$1,068,365,000) as a result of the changes in fair
value of financial assets measured at FVTOCI.

Credit risk

The Group's maximum exposure to credit risk in the event of
the counterparties' failure to perform their obligations as at
31 December 2019 in relation to each class of recognised
financial assets is the carrying amounts of those assets as
stated in the consolidated statement of financial position. The
Group's time deposits and bank balances are deposited with
banks of high credit quality in Hong Kong, Mainland China

and overseas.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

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

strength of each counterparty.

In an attempt to forestall adverse market movement, the
Group also monitors potential exposures to each financial
institution counterparty. In addition, the Group reviews the
recoverable amount of each individual 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 applies the simplified approach to provide for
ECLs prescribed by HKFRS 9, which permits the use of the
lifetime ECL provision for trade receivables. To measure
the ECLs, trade receivables have been grouped based on
shared credit risk characteristics. The Group has performed
historical analysis and identified the key economic variables
impacting credit risk and ECL, and also considers the available

reasonable and supportive forwarding-looking information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

As at 31 December 2019, trade receivables that are
individually significant have been separately assessed for
impairment. The Group makes periodic assessments on the
recoverability of the receivables based on the background and
reputation of the customers, historical settlement records and

past experience.

For all other receivables, the Group measures the loss
allowance equal to 12-month ECL, unless when there
has been a significant increase in credit risk since initial
recognition, the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a

default occurring since initial recognition.

The credit quality of the advances to related parties has
been assessed with reference to historical information
about the default rates and financial position of the
counterparties. The Directors are of the opinion that the
credit risk of the advances to related parties is low due
to the current creditworthiness of the debtors and sound
collection history of the receivables due from them. For the
year ended 31 December 2019, an impairment provision of
approximately HK$982,000 (2018: nil) was made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

Investments in bonds are limited to financial institutions or
investment counterparties with high quality. When making
decisions on investments in bonds, the management of
the Group has also made reference to the credit ratings
of the issuers and guarantors (if any) which, however,
are not an assurance as to the issuers’ and/or guarantors’
creditworthiness or the risks, returns or suitability of the
bonds. Risks in particular specific to certain types of bonds
held by the Group are: (i) high yield bonds — they in general
carry high credit risk as they are often subject to higher risk
of issuer default as they are typically rated below investment
grade or are unrated; (ii) perpetual bonds — their coupon
payments may be deferred or suspended subject to the
terms and conditions of the bonds and they are often callable
after a call protection period (related risk is detailed in the
liquidity risk below); and (iii) contingent convertible bonds —
issued by financial institutions that are deeply subordinated in
the capital structure, typically Tier 1 or Tier 2 securities. The
key characteristic of contingent convertible bonds is that the
issuer can either write off the principal amount or convert it
to shares without causing a default on the bond. There could
be a specific hard capital ratio trigger or declaration of non-
viability event by the regulator for the write-off or conversion
to equity to happen. The Group may be exposed to a higher
issuer credit risk and may experience substantial losses or
lose the entire value of investment as a result of a trigger
event. Other than the above, there may be additional risks
associated with trading of bonds over-the-counter (“OTC")
because OTC transactions are generally subject to limited
regulation and therefore less transparent in transaction details
such as volume, price formation, etc. There may also be
additional risks for investments located in an emerging market
which may involve certain risks associated with political and
economic uncertainty. In view of the specific risks above, the
Group has appointed the special team as disclosed in Note

5(b)(iii) above to closely monitor the risks.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

The Group's concentration of credit risk by geographical
location is mainly in Hong Kong, Europe and Mainland
China. As at 31

subject to investment concentration risk as there were

December 2019, the Group was

(i) bonds investment with four (2018: four) same issuer
groups with their respective amount of approximately
HK$1,032,341,000, HK$1,067,082,000, HK$1,435,959,000
and HK$1,607,451,000 (2018: HK$688,001,000,
HK$1,062,969,000, HK$1,271,609,000 and
HK$1,307,142,000) presented as financial assets measured
at FVTPL; and (i) equity security of a listed company of
HK$18,576,000,000 (2018: HK$20,167,000,000) presented
as financial assets measured at FVTOCI, which represented
a major portion of the Group's investment portfolio as
determined by the management of the Group. Investment
concentration risk may materialise when the market in which
those bonds are traded is constricted (related risk is detailed
in liquidity risk below), or when the fair value of those bonds/
that listed equity security are declined (related risk is detailed
in price risk above). The Group also monitors regularly to
avoid over-concentration (such as investment products and

underlying foreign exchange, etc.) of the investment portfolio.

Liquidity risk

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

institutions without the Group's consent.

5.

£RTH@®
b) SREREEEERIE (&)

EEmE (&)

REEZMFEPAEEFEERRZH
EXZAEE BMNRPEARE K=
T-NF+ZA=+—8 BALrKEZ
EREREZEREMEEZEILH A
M(ZZ—N\F W) EETAEEE
Y25 ABBEIURBRAFE
EVeRMEEZESARESRES NN
1,032,341,0005% 7T * 1,067,082,0007
JT~ 1,435,959,000/% 7T }.1,607,451,000
7T (ZF — )\ : 688,001,000/ T *
1,062,969,0007% JT * 1,271,609,000/%
7T }1,307,142,0008 7T) : R(DE5 A
BREEME2EWSURBRAFENS
ZeBMEEy —HEMARZRAE
#:18,576,000,000/8 7T ( =& — )\ F
20,167,000,0007% 7T ) 487 - B Lt - AN &
EEHETRARKR EZEEHFNT
RIS ER (HERBFBSHIINT
NRBESREKR ) HNEZEESFS
ZEMBRAFS 2 AFETRE (BER
M EF BN XX ERRER—E) - £
HERBEERAEE -AEE TS
ERIREES  UaBESY (nEEE
m RAEESNESE) o

REBE LR

AEEETESR EDRABSERA
REEMESZPREY RES RBS
AT & AR - B TRIR
& RO L A S B L T B
MR AEERB SRR WARER
RN RS ER BS R
TEREAREREMEAREZ F
B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Liquidity risk (Cont'd)

Certain bonds held by the Group carried fixed-rate coupon
are accompanied with call rights, the issuers may call and
redeem the bonds early if interest rates fall. The Group may
face reinvestment risk when issuers exercised its right to
redeem the bond before it matures. Besides, some bonds
may not have an active secondary market. In case of the
market in which the bonds are traded is illiquid, the Group
may run the risk of either having to retain the investment
until the end of the term or selling it before maturity at an

unfavourable price.

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 financial liabilities.

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

bankers for renewals of bank borrowings whenever necessary.

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

cash flows.

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Liquidity risk (Cont'd)

Weighted
average
effective
interest
rate
mELH
Tk
Non-derivative financial liabilities FiTESRERE
Borrowings E 3.26%
Lease liabilities HEaE 2.41%
Creditors and accruals ER VT HEN
Securities trading and margin payable ENEFRHEERRES
Amounts due to associates RABERRAFE
Amounts due to investee companies REEZRERRFE
Amounts due to non-controlling shareholders X & 3E iR R R 78
Total am
Weighted
average
effective
interest
rate
MEE
BHRA X
Non-derivative financial liabilities FHTESRBE
Borrowings E 3320
Creditors and accruals FEAT BRI T B 5t R
Securities trading and margin payable ENEFRHBERRES
Amounts due to associates REBENANE

RE-BFERRRFA

Amount due to a non-controlling shareholder

Total am

In addition to the items as set out in the above liquidity risk
tables, the maximum amount the Group could be required to
settle under (i) financial guarantees provided by the Group
in respect of banking facilities utilised by a joint venture and
an investee company and (ii) indemnity given to a third
party in relation to an investee company is approximately
HK$703,830,000 (2018: financial guarantees provided for
investee companies of HK$625,178,000) in aggregate,
if such amount is claimed by the counterparties to the
guarantees or indemnity at any time within the guaranteed or
indemnity period. Details of the guarantees and indemnity are
set out in Note 44.

£RTH@®
(b) LRABREEEERKE (&)

RBELEE (&)

At 31 December 2019
R-B-h&E+=A=t-H

On demand Total Total
or within Within 2 to undiscounted carrying
1 year 5 years cash flows amount
RERH RERRE REE
—£R MEERE RELR ag
HK$'000 HK$'000 HK$'000 HK$'000
TR TEL TR TR
9,657,992 4,340,769 13,998,761 13,442,259
50,571 85,825 136,396 132,054
151,010 - 151,010 151,010
11,246 = 11,246 11,246
- 212,419 212,419 212,419
- 368,563 368,563 368,563
- 333 333 333
9,870,819 5,007,909 14,878,728 14,317,884
At 31 December 2018
RZE-\F+-A=t+-H
On demand Total Total
or within Within 2 to undiscounted carrying
1 year 5 years cash flows amount
REg RERRS REE
—£R MEENE MELR Fokd
HK$'000 HK$ 000 HK$'000 HK$'000
FEL TR FEL FEL
9,725,156 4,694,784 14,419,940 13,747,675
247187 - 247187 247187
22,295 - 22,295 22,295
- 171,619 171,619 171,619
- 24171 24171 24171
9,994,638 4,890,580 14,885,218 14,212,953

RIAERBESRBRSI KX ZIER  KN&E
Erge()pt—HEaER R R—MEXE
BARaBAzRITEEEmMMRITRME
ZZEPBEERARG)E-—EEXE
BRRBMME-ARETZHRERE "
RERIBERZDAHBRERZFE
KEREZERABERBZLESSHE
& £ # /703,830,000 L (ZF— N
FREIKREAREZMBER
625,178,000/ 7T ) ° #{R 2 W IE R F

FIEE &M 44 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(b) Financial risk management objectives and policies (b)

(Cont'd)

Liquidity risk (Cont'd)

Secured bank borrowing with a repayment on demand clause

is included in the "On demand or within 1 year” time band of

maturity analysis in the above liquidity risk tables. At the end

of the reporting period, the total undiscounted cash flow of

the borrowing amounted to approximately HK$627,090,000
(2018: HK$650,307,000). Taking into account the Group's
financial position, the Directors do not believe that it

is probable that the financial institution will exercise its

discretionary rights to demand immediate repayment. The

Directors believe that such borrowing will be repaid in

accordance with the scheduled repayment dates as set out in

the loan agreement, details of which are set out in the tables

below (include both interest and principal cash flows):

Maturity analysis — secured bank borrowing with a repayment

on demand clause based on scheduled repayments

Non-derivative financial liability =~ F#fT£¢@EE
Borrowing f&&
Non-derivative financial liability =~ F#fT£eBEE
Borrowing f&&

CHINESE ESTATES HOLDINGS LIMITED

CREREEREREE (B)

RBELEE (&)

MR ERERGER A RRRITEE
REmRBESRERI K ZEHS T
FEATREXRS—FRIRKEAR -
RBESHR BEZAURRERERL
584 /627,090,000 7T (=& — N\
650,307,000 7T ) < & E E AR K E 2 Bt
Bk EETTHESREESITE
HEBESRANER - EE/0E 54
BERERERBEMAZETERA
HEE HABER TR (EREENE
REGZHRERE)

BT — W e B K IE R IRAZ B
HRTTIE B R A&

At 31 December 2019
RZB-hE+=A=+-H

Total Total

Within Within2  undiscounted carrying

1 year to 5 years cash flows amount

AERRE REE

—£R MEERF RELR k]

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

TER TR TR TER

13,600 613,490 627,090 592,476

At 31 December 2018

RZZ-N\FTZA=+—-H

Total Total

Within Within 2 undiscounted carrying

1 year to 5 years cash flows amount

KAUEE S FREE

—FR REEREF mERE FE

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

TER TER THET FTEL

13,829 636,478 650,307 601,279

ANNUAL REPORT 2019



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

FINANCIAL INSTRUMENTS (contd) 5.

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

Liquidity risk (Cont'd)

The following tables detail the Group's remaining contractual
maturity for its derivative financial instruments. The tables
have been drawn up based on the undiscounted gross cash
inflows and outflows on the derivatives that require gross
settlements. For cash flows denominated in currency other
than HK$, the prevailing foreign exchange rate at the end of

the reporting period is used to convert the cash flows into

E@MIAE W

b) SREARSEEERKE (H)

RBELEE (&)

TRANAEETESZMTABRTEH
FEZBER TRILEMTETATER
WHgEE 2 RRB S IRA R L Z 58
o ABTANERFEZRSRE %
BERREFZEXBZREREE R
RETTe

]

I

At 31 December 2019
R-E-hE+=-A=+-—H

Total Total
Within undiscounted carrying
1 year cash flows amount
RERRE BRI (B
—FR) TERRE B
HK$'000 HK$'000 HK$"000
THER THET TR
(6,060)
1,239,917 1,239,917
(1,247,970) (1,247,970)

At 31 December 2018
RZE-N\F+ZA=+—H

HK$.
Derivative gross settlement METRAZRRAE
Cross currency swap Btk 1

Inflow mA

Outflow s
Derivative gross settlement TETRE2XKER
Cross currency swap EHER

Inflow mA

Outflow i

Total Total
Within undiscounted carrying
1 year cash flows amount
REBRF 2 REE
—FN mEEE o]
HK$'000 HK$'000 HK$'000
FET FET FET
1,921
1,252,092 1,252,092
(1,247710) (1,247710)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #E =T —hF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(9

Fair value measurements

Financial instruments measured at fair value

The following table analysed the financial instruments which

are measured at fair value at the end of the reporting period

into the three-level hierarchy.

Financial assets
tRE

Listed equity securities presented as
financial assets measured at FVTOCI

2iARBEG 2 ARGEIRRATE
HBZERER LHRAE

Bonds presented as flnanaal assets
measured at FV

27538 EﬁﬁWiﬂR TEAEZ
EHEELES

Club and corporate debentures
presente as financial assets measured

iﬁlﬁﬁﬂ}%u}iﬂ% Ffﬁ SEZ
EREEZERRAAES

Derivative financial instrument presented
as financial assets measured at FVTPL
- Cross currency swap
2iABRABENRMATEHEL
CHEEZITESRIA
—EBEH

Unlisted equﬂp securities presented
as financial assets measured at FVTOC|
S BREA N2 EUEHRRATE
SECEBAEELITRAR

Financial liability
tREE
Derivative financial instrument
— Cross currency swap
fTESmIA
-RHES

CHINESE ESTATES HOLDINGS LIMITED

Fair value

DYE
2019 2018
HK$'000 HK$ 000
TEx TEL
18,578,652 20,167,000
8,975,533 6,685,515
62,820 78,481
- 1921
1,603,891 1,200,307
29,220,896 28,133,224
6,060 -

ANNUAL REPORT 2019

Fair value
hierarchy
RTEIRH

Level 1

Level 1

pevel 2
R
Level 2
R

Level 3
B

Level 2

EZH

REMBRRME

TR ®

() AFEFE

URFPEFEZZMTA

TRARBEHRAR

FEFEZ R

TRZ=ZMAEH -

Valuation
techniques and

key inputs

fh Eﬁh&IE%ﬁE

Quoted prices in
active markets

RETS 2 H(E

Quoted prices in
active markets

RETS 2 H(E

Market comparison

M LB

Discounted cash flow
methodology based
on spot and forward
exchange rates and yield
curves of the currencyﬁ
BRRENBE HAEH
ZEI]H\H&}@HJ@[TLA&

JIIlﬂ'

Discounted cash flow:
forecast distribution,
discount rate and
contract terms (if any)

BERERE:

BAlzH /)ﬁ BRER
AiET (5)

Reference to the fair value of

the underl
A

Net asset value (note (i)

BEFE ()

Discounted cash flow
methodology based
on spot and forward
exchange rates and yield
curves of the curren%

BRBSREE BHEY
Z@%&L%EIM&
KaEfR

Significant
unobservable

EMFEJE%RE

N/A
TER

N/A
TER

N/A
TER

N/A
TaH

Forecast distribution taking
into account management's
experience and the estimated
terminal value %note (i
Bl pRDBRERESR
&HJZWW“E(WE(O)

Discount rates ranging from 11.83%
to 18.87% (2018: 24.33%)

gnot (|)
BEENT1183EZ1887E
(ZZ—\F:2433F)
(MEEG))

Fair value of the underlying
property based on valuation

%Wﬁ@giié)%ﬁfmﬁz
ATE (M)

N/A
TaH

N/A
TER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(9

Fair value measurements (Cont'd)

Financial instruments measured at fair value (Cont'd)

Notes:

(i)  The higher the forecast distribution, estimated terminal
value and fair value of the underlying property, the higher
the fair value. The higher the discount rate, the lower the
fair value.

(i)  The Group has determined that the net asset value
represents the fair value at the end of the reporting period.

The Group's policy is to recognise transfers into and out of
fair value hierarchy levels as at the date of the events or

changes in circumstances that caused the transfer.

There were no transfers amongst Level 1, Level 2 and
Level 3 in the fair value hierarchy during the years ended
31 December 2019 and 2018 and no change in valuation

techniques used in prior years.

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.

5.

E@MIAE W
(0 ATPENE(E)

URFEFEZEHTA (&)

B i :

O FHZHIR- 2 BB E R
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REME DA TEBE-

(i) FAEHEEEERRERRZEEF
BERAFE-

AEBZBERAREHER 2 EZMHIT
mE Y BRI FEIRZEDN
o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

5. FINANCIAL INSTRUMENTS (contd)

(9

Fair value measurements (Cont'd)

Financial instruments measured at fair value (Cont'd)

The movement during the years in the balances of Level 3

fair value measurement is as follows:

REMBRRME

5. @@ TR @

() AFEFEE

LU

URFEFEZEHTA (&)

FZRRATEFEERRAFEZED

HK$'000
FET
Unlisted equity securities presented as 2INABRBHMEZEKEUARRLFE
financial assets measured at fair value AR ERMEEZHF ETRARES
through other comprehensive income
At 1 January 2018 R-ZE—-—NF—HA—H 1,031,230
Net unrealised gain recognised in other AN [E E At 2 T U o B AR
comprehensive income during the year (note) S5 Y sn R (P EE) 169,077
At 31 December 2018 RZZE-NF+_A=+—H 1,200,307
Net unrealised gain recognised in other PN T Ho At 2 T Ul 2 B R
comprehensive income during the year (note) B FRE (ME) 403,584
At 31 December 2019 R-B-AE+=-A=+—H 1,603,891
Note: Al of the above gains included in other comprehensive fisk: EFigtRmEBRSEE I LR

income for the relevant years related to unlisted equity
securities held at the end of the reporting periods are
reported as changes of financial assets measured at

FVTOCI reserve.

Financial instruments not measured at fair value

ABHHAHABBEELMEE
i 2 Y BB B L 2 T
HORRATEHEZ SMEEY
B2 BB

WHURFEFEZEZHTA

The Directors consider that the carrying amounts of the EERRAEELIFUNRTEFEZS

Group's financial instruments that are not measured at fair

value approximate to their fair values.

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

CAPITAL RISK MANAGEMENT

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

risk and by securing access to finance at a reasonable cost.

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

strategy remains unchanged from 2018.

As at 31 December 2019, the capital structure of the Group
mainly consists of debts, which include borrowings from banks
and other financial institutions, lease liabilities, pledged deposits,
time deposits, bank balances and cash, and total equity, comprising
issued share capital, reserves, retained profits and non-controlling
interests. 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 509, determined as the proportion of net
debt to equity. This ratio is expressed by as a percentage of net
borrowings over the total equity. Net borrowings are calculated as
total borrowings and lease liabilities (as shown in the consolidated
statement of financial position) less cash and bank balances and

pledged deposits.

6.
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CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019

6. CAPITAL RISK MANAGEMENT (cont'd) 6. EXEBERE @
The gearing ratios were as follows: BREEELERMNT :
2019 2018
HK$'000 HK$'000
FET FAT
Borrowings — current (note (i)) BE-REME (MEG) 9,240,299 9,303,688
Borrowings — non-current (note (i)) BE-IFEREE (WE0)) 4,201,960 4,443 987
Lease liabilities — current (note (ii)) HEaBE-REME (M) 47,929 -
Lease liabilities — non-current (note (ii)) HEABE-—IFREIEE (MEE3)) 84,125 -
Total debt BEsRRE 13,574,313 13,747,675
Less: Cash and bank balances and B RE RIBITHEBRIUR
pledged deposits (note (iii)) R AF (KRR ) (839,542) (951,970)
Net debt [EROEE=
(total debt less cash and (EBLEERREe X
bank balances and pledged deposits) HRITHEERIA R ER) 12,734,771 12,795,705
Securities investments and BHRIRE R
treasury products (note (iv)) MEEm (M) 27,554,185 26,852,515
Less: Net debt VR (12,734,771) (12,795,705)
Net cash e FE
(Securities investments and (BHRHRE R
treasury products less net debt) & ERRERFRE) 14,819,414 14,056,810
Total equity (note (v)) M ARz 878 (PIFE(v) ) 33,590,361 34,143,569
Net debt to equity ratio B F R E MR AN M 2 b 3
(excluding securities investments and (TERERFRER
treasury products) MEEM) 37.9% 37.5%
Net debt to equity ratio B3 78 B IR AN M 2 bl 3 Net cash Net cash
(including securities investments and (BEEFFRER position position
treasury products) WMEEM) HEFEMRRE B FEKR




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31 December 2019 HE_-ZF

CAPITAL RISK MANAGEMENT (contd)

Notes:
(i)  Borrowings are detailed in Note 36.
(i)  Lease liabilities are detailed in Note 21(b).

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

(iv)  Securities investments and treasury products are detailed in
Notes 27(i) and 28(i).

Vv Total equity includes issued share capital, reserves, retained
quity P
profits and non-controlling interests at the end of the reporting
period.

Net debt to equity ratio (excluding securities investments and

treasury products) remained stable.

In relation to brokerage business, Fair Eagle Finance Credit Limited,
Fair Eagle Futures Company Limited and Fair Eagle Securities
Company Limited, three wholly-owned subsidiaries of the Company,
are required to maintain financial resources in accordance with
the specified amount requirements that apply to them under the
Securities and Futures Ordinance imposed by Securities and Futures
Commission. The requirements are internally reviewed on a daily
basis and reports are required to submit to Securities and Futures

Commission monthly. Full compliance is observed during the year.

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

subsidiaries are subject to externally imposed capital requirements.

6.

Bt 5 R AR B
~NFHZAZt+—BLFE

EXRERER @

GEX

() EERHESeEL-

() TEERERKE G

(i) RIS IR 23R & RIRATH DA RIEIDTF
REETBER RITESRRERRE
R

(v) REFRENMFEEMNIME27()M28(0)*

V) RHERRZBAEREBRIFCHEITR
A EE RSN R IR -

BRFEERAER L X (TBEESRER
MEEMR)RFRE-
MEREBTE AR =R ERENER

ARETMAERAR  REHEAERAA LK

BEFARDABARESRMEEBRERE
BEeMBEmERREEZESFLME RN Z
FELRELMERFUBER - ZFEKREH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

REVENUE

Revenue represents the aggregate amounts of sales of properties
held for sale, commission from brokerage, settlement charges from
brokerage, cosmetic goods sold less returns and amounts received

and receivable from property rental income, are analysed as follows:

REMBRRME

WA

WATHERIFHEME HE KA &
KRBz ER HKREEER 2(LEREE
ARBWEERZMERSRAZ EFTEE
AT

2019 2018
HK$'000 HK$'000
FET FHETT
Revenue from contracts with customers: HEBEAELH ZHA:
Recognised at a point in time R —F B 57
Sales of properties held for sale FIEHEMEZIHE - 273,989
Brokerage and cosmetic income a0 IR 7S At st $H & WA 16,023 25,096
16,023 299,085
Revenue from other source: H ARz WA
Property rental income WMERES WA 522,963 544,533
538,986 843,618

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 six reportable segments — (i) property development
and trading; (ii) property leasing for retail; (iii) property leasing for
non-retail; (iv) listed equity investments at FVTOCI; (v) investments
and treasury products at FVTPL; and (vi) unlisted investments,
investment holding and brokerage. The segmentations are based on
the information about the operation of the Group that management

of the Group uses to make decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

PR R M

For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

OPERATING SEGMENTS (contd)

Principal activities are as follows:

Property development

Property development and sales

and trading of trading properties
Property leasing
— Retail —  Property leasing from retail
properties
— Non-retail —  Property leasing from non-retail
properties
Listed equity investments —  Listed equity securities at FVTOCI
at FvTOCI
Investments and —  Securities investments in

treasury products investments held-for-trading,

at FVTPL OTC trading and structured
products
Unlisted investments, —  Unlisted securities investments,

investment holding trading and brokerage

and brokerage

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
unrealised fair value changes on investment properties and other
properties together with their, if applicable, respective deferred
tax, and impairment loss of goodwill. No intersegment revenue is
accounted for as the intersegment revenue is mainly the rental

income for administrative purpose.

Unallocated corporate assets mainly comprised leasehold land and
building for own use, right-of-use assets, deferred tax assets and
tax recoverable (2018: also included advance to a non-controlling

shareholder and derivative financial instrument).

Unallocated corporate liabilities mainly comprised tax liabilities, bank
borrowings, amounts due to associates, amounts due to investee
companies, amounts due to non-controlling shareholders, lease

liabilities, deferred tax liabilities and derivative financial instrument.

IBEBEHNT
MEERIREE - DEERIEER
MERHE
MERE
—ZE - RETEVEHEE
—FTE - REFZTEME
HE
BAHMPERS — BEAGMEZENE
AR ATFEZ AR FEZ
ETRRARE LA E S
BREEARKR — REEFEEZES
RFEZHRER BE -G H R
BB EM BEBEER
FLEMERE -KE — FLTEFRE:
PR N 4 40 R TS BE MR

AEEAMBRH AR MOHERERER KA
e zBs (ETEBREIEFRASER)RE
EFARB -TEHRSEBRREMERHE
MMEZRER RN TFEZEERELAEZE
FERE (WER) ARAEZEEER AR
DREZWATEZRMITREN 2B RA
Bt 36 8 5 20 ) 2 I AARR ©

K“%Z“EQFIE“%E%ZE&im
RiEF FRAEEE. LmﬁéﬁM&T%
BRI (ZZ—N\F: BEERMN— B3R
REFIBERITESHBIE) -

ANEZARABEIEBRENARG RITE
B RABERFFE RAERIKEQFR
BREFEBRERFIA HERE RER
HEEALITEEHBTE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

8. OPERATING SEGMENTS (contd)

The Group's measurement methods used to determine reported

segment profit or loss remain unchanged from 2018.

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

each business unit has different markets and requires different

marketing strategies.

Further, the business units are also managed to operate in different

countries separately. Revenue and results are attributed to countries

on the basis of the property or asset location.

There was one (2018: two) major customer(s) who individually
accounted for 10% or more of the Group's revenue. Revenue
of approximately HK$174,695,000 was derived from a customer
in non-retail property leasing segment in the United Kingdom
(2018: HK$273,989,000 was derived from a customer in
property development and trading segment in Hong Kong and

HK$183,303,000 was derived from a customer in non-retail

property leasing segment in the United Kingdom).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

OPERATING SEGMENTS (contd) 8. EEDEw®
Operating segment information is presented below: HENHEEMENNWT
Consolidated Statement of Comprehensive Income FETHKRABRK
For the year ended 31 December 2019 BE—ZE-—NF+ZHA=+—HULFE
Unlisted
Property leasing I.ist_ed Investments in'vestments,
Property NERE equity and treasury  investment
development investments products  holding and All other
and trading Retail Non-retail at FvtoCl at FVTPL brokerage segments  Consolidated
BBAMBZE BBER
WEURR HURBATE FLETRE
NEBRR AYEZ LT ZRER  REBRR FiE
EE E *EE RAaR& HEER SRR EttnE RA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn Tin FiEx TEn Fin FEn TEn FiEn
Major cash items excluding WA Z
in revenue TEREEE
- Hong Kong -&E - - - - 2,223,299 - - 2,223,299
~ Other countries G UEES - - - - 138,403 - - 138,403
- - - - 2,361,702 - - 2,361,702
Revenue L'ON
Revenue from external customers RENMFEP YA
- Hong Kong -&E - 0,407 140,641 - - 5,256 10,767 199,111
- United Kingdom -%R - 34,539 304,661 - - - - 339,200
~ Mainland China N - - 675 - - - - 675
- 76,986 445,971 - - 5,256 10,767 538,986
Revenue from external customers RENMDEP WA - 76,986 445,971 - - 5,256 10,767 538,986
Attributable property sales from FEETRERA
investee company NEHE
- Hong Kong - 10 - - - - - - 10
Attributable rental revenue from JEfRBERE/
associates/joint venture/ AERNR/BR
investee company RERAREYA
- Hong Kong -&E - 20,864 45,765 - - - - 66,629
- Mainland China -HEAR - 55,043 8,054 - - - - 63,007
10 152,893 499,796 - - 5,256 10,767 668,722
Result E3 ]
Segment result PREA
- Hong Kong & - 38,031 133,555 U] 1,259,177 (5,106) 15,152 1,440,808
- United Kingdom =L - 33414 300,555 - - m - 334,080
- Mainland China -HE AR - - 394 - - 2,095 - 2,489
- Other countries e - - - - 639,995 - - 639,995
- 71,445 434,504 ] 1,899,172 (2,900) 15,152 2417372
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 HE-ZT—NF+=-A=

8. OPERATING SEGMENTS (contd)

REMBRRME

+—HIEFE

8.

Consolidated Statement of Comprehensive Income (Cont'd)

For the year ended 31 December 2019

SEDE @

FAEZEKRERR (B)
BE-_F—-NF+-F=+—HILFE

Unlisted
Property leasing Listed  Investments investments,
Property ERE equity and treasury  investment
development investments products  holding and All other
and trading Retail Non-retail at FvtoCl at FVTPL brokerage segments  Consolidated
BREMEE BEAZ
WENRS DRMATE HFLGRE
NEBRR AYEz LT ZRER  REBRR FiE
E® E *2E RERE HEER BLEERH EtAE RA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn FiEn FiEx TEn Fin FEn TEn FiEn
Share of results of investments BENRRENR
accounted for using the equity method 8 7 %48
- Attributable gross income -ElERAEE
~ Hong Kong -&% - 19,673 45,480 - - - 2,276 67429
- Mainland China -hEARE - 55,043 8,054 - - - - 63,007
- Attributable operating cost -EEEENAR
~ Hong Kong -5 - (1,009) (1883) - - - - (8,892)
- Mainland China RN - (24,979) (2,848) - - - - (21827)
- 120,173 471,307 (1) 1,899,172 (2,900) 17,428 2,511,179
Finance costs BBER - - - (113,197) (100,307) - - (213,504)
Other gains and losses HEzRER (1,619) - (10) - - - (34) (1,663)
Share of results of investments BENBRENE
accounted for using the equity method % & 2 $48
- Income tax and others -FEHREM (47) (41,160) (6,073) - - - (387) (47,667)
(1,666) 79,013 mns (1319 1,798,865 (2,900) 19007 2,248345
Unallocated items AOBIER
Unallocated corporate expenses, net K7 2 A FRR
B (230,023)
Unallocated finance costs ROEZHBER (156,681)
Loss on dissolution of subsidiaries WERRAGE R (10,678)
Income tax expense FERAE (152,107)
Non-controlling interests FERER (1,485)
Operating profit for the year KA EEE AR
attributable to owners of REEZEERER
the Company 1,697,371
Major non-cash items TEHRSER
- Unrealised fair value changeson ~ — 1R EME2 k%
investment properties (including BATEED
share of results of investments (BEHEN
accounted for using the equity VN
method) REZEE) (579,115)
~ Deferred tax expense —EERERR (5,151)
~ Impairment loss of gooduil -BEZREBR (322,938)
Profit for the year attributable to %72 F#H AL
owners of the Company REE2EH 790,167
Core profit for the year RAREE AL
attributable to owners of REE 2B ET
the Company
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

OPERATING SEGMENTS (contd) 8. EENE
Consolidated Statement of Financial Position FEPBRRBR
At 31 December 2019 R-F-AFE+ZA=1+—-H

Unlisted

Property leasing Listed  Investments investments,

Property LIE SN equity and treasury  investment

development investments products  holding and All other
and trading Retail Non-retail at FvtoCl at FVTPL brokerage segments  Consolidated

BEAMEE BBER
WENR®R  LRBRAFE HFLHRE

NEBRR ATEZLER ZBER  REBREK g}
BE 2E F2E RARE HEER BRRH HAE &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHER FEL FET FER FEL FER TER FEL
Assets gE
Segment assets SREE
- Hong Kong -5 974,604 1,909,092 5,194,356 18,578,662 7,481,050 388,525 192,445 34,718,134
- United Kingdom —~5E - 1,389,050 6,940,511 - - - - 8,329,561
- Mainland China —HhEKE 256,026 - 29,007 - - 4,350 - 289,383
- Other countries -EfER - - - - 1,607,908 558,780 - 2,166,688
Investments accounted for using IERENR
the equity method ZRE
- Hong Kong -&% 37,704 435,133 1,176,644 - - 1,990 6,228 2,257,699
- Mainland China —mE AR - 133,409 42,220 - - - - 175,629
Advances to associates and BRBERER
a joint venture —ERERANE
- Hong Kong -&& 123 - 158,933 - - 2 1,136 160,194
~ Mainland China —hEAE - 35,503 11,232 - - - - 46,735
Reportable segment assets AERIBEE 1,268,457 3,902,187 14,152,903 18,578,662 9,088,958 953,647 199,809 48,144,623
Unallocated corporate assets ) PNV 167,166
Consolidated total assets GREERE 48,311,789
Liabilities &
Segment liabiliies AHREE
- Hong Kong -&B% 66,619 20,960 75,047 2,904,077 3,697,718 13,948 6,844 6,785,213
- United Kingdom -%8 - 14,980 177445 - - - - 192,425
~ Mainland China —HE KR 23 - 197 - - 2 - m
- Other countries -EEX - - - - 530,990 6 - 530,996
Reportable segment ligbilties ERNHER 66,642 35,940 252,689 2,904,077 4,228,708 13,956 6,804 1,508,856
Unallocated corporate liabilities box AN} 212,572
Consolidated total liabiliies GegEsE 14,121,428
Additions to non-current assets ~ FREBEERE
(other than financial instruments  ($HIAREL
and deferred tax assets) REEERM) - - 17,813 - - 64 57

I
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Other Material Items

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

8. OPERATING SEGMENTS (contd)

For the year ended 31 December 2019

Interest income

Finance costs

Net income

Depreciation of:
— Property, plant and equipment
- Right-of-use assets
Fair value changes on investment properties
Write-down of stock of properties
Impairment loss of goodwill
Share of results of investments accounted
for using the equity method
Income tax expense

Non-controlling interests

MBBA
HBER

LN |

e

-ME BEREE
—EREEE
BENEINTEE
MEFEZRE
BEZREEE
BUENBSEEARRE
ZEE

MERREX
RS

REMBRRME

8. &

EoE @

HtEXIEHE
BE-_F—-NF+-F=+—HILFE

Adjustments  Adjustments  Consolidated

for for major  statement of

Reportable unallocated non-cash comprehensive
segments items items income
x0# TEFRSE REZH

BES Sk HEAZHE HEZHRE K@EHx
HK$'000 HK$'000 HK$'000 HK$'000
TR TiEx TR TR
124,924 - - 724,924
(213,504) (156,681) - (370,185)
511,420 (156,681) - 354,739
- (1,384) - (1.384)
- (19,680) - (19,680)
- - (742,659) (742,659)

(681) - - (681)

- - (322,938) (322,938)

46,140 - 163,544 209,684

- (152,107) (5.151) (157,258)

- (1,485) - (1,485)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5
—hE+-A=+—AILEE

8. OPERATING SEGMENTS (contd)

For the year ended 31 December 2019 #ZE—

8. BEETE =

Consolidated Statement of Comprehensive Income FEZERBER
For the year ended 31 December 2018 BE_E-—NFL+_A=—1—HIFE
Unlisted
Property leasing Listgd Investments in_vestments,
Property NERE equity and treasury investment
development investments products holding and All other
and trading Retall Non-retail at Fv10dl at FVTPL brokerage segments  Consolidated
BREMEE Fabet by
BahRe  ARBATE FEEHRE
NEERR RFEZ W JRER  REBBRR A
EE TE FTE BARE HEER BRRHS Et A% Fa
HK$'000 HK$'000 HKS! 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL T TER TEL FET TEL TEL T
Major cash items excluding WA 2
in revenue TERSER
- Hong Kong -&E - - - - 4937729 - - 4937729
- Other countries -EpBXR - - - - 443255 - - 443255
- - - - 5,380,984 - - 5,380,984
Revenue
Revenue from external customers RENBEEZHMA
- Hong Kong Bk 273,989 42,886 139,203 - - 14,073 11,023 481,174
- United Kingdom -%8 - 36241 326,203 - - - - 362444
273,989 79,127 465,406 - - 14,073 11,023 843,618
Revenue from external customers REMBIEERERR
after non-controlling interests IMBEPYA 191,792 79,127 465,403 - - 14,073 11,023 761,418
Attributable property sales from B SRR/ #R
associates/investee company RERRANEHE
- Hong Kong Bk 78,993 - - - - - - 78,993
Attributable rental revenue from E 555 ’?EQ &/
associates/joint venture/ DA/ BR
investee company }xﬁ ] %ﬁ%uﬁlﬂ\
- Hong Kong & - 20,408 45,840 - - - - 66,248
- Mainland China —mBA - 64,153 8,894 - - - - 73,047
270785 163,688 520,137 - - 14073 11,023 979,706
Result ES
Segment result PREA
- Hong Kong & 231,713 37281 133,255 1,107,228 (289,080) 26,380 19,454 1,266,231
- United Kingdom % - 35,052 321,714 - - 87 - 356,853
— Mainland China —ERE - - - - - 2,891 - 2,891
- Other countries —HipER - - - - (350,734) - - (350,734)
231,713 72,333 454,969 1,107,228 (639,814) 29,358 19,454 1,275,241
Share of resuls of investments BIEVERENE
accounted for using the equity method 18 7 $4%
- Attributable property sales, net -EENEHEFE
- Hong Kong &k 3,857 - - - - - - 3,857
- Attributable gross income —EERNEE
- Hong Kong -E - 19,574 44821 - - - 227 66622
— Mainland China —h K RE - 64,153 8,894 - - - - 73,047
~ Attributable operating cost -EEEENE
- Hong Kong &k - (705) (8585) - - - - (92290)
~ Mainland China —REARE - (26,572) (2,830) - - - - (29,402)
Non-controlling interests FERER (52,310) - (3) - - - - (52313)
183,260 128,783 497266 1,107228 (639,814) 29358 21,681 1327762
ZE-NFFR EAEBXEEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

8. OPERATING SEGMENTS (contd)

REMBRRME

Consolidated Statement of Comprehensive Income (Cont'd)

For the year ended 31 December 2018

Finance costs BBER
Other gains and losses Ao lERER
Share of results of investments BREVERENE
accounted for using the equity method & 2 $48
- Income tax and others ~FERREL
Unallocated items AOEIER
Unallocated corporate expenses, net KA ZAEIRX
#H
Unallocated finance costs KOEHBER
Income tax expense FERER

Unallocated non-controlling interests k7% 2 SR iE S

Operating profit for the year RAREE AL

attributable to owners of AEEZEEER
the Company
Major non-cash items TEHRLER

- Unrealised fair value changes o~~~ &N 2 4%
investment properties (including BRATEEY
share of results of investments (BEHE
accounted for using the equity EREAR
method) REZEE)

- Deferred tax credit -ERREER

Profit for the year attributable to %72 75 A5

owners of the Company KEEZEA

Core profit for the year RAREE AR
attributable to owners of KEE2BOER
the Company
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22y AY
8. EESE
FEXEREERR (E)
BE—F-/\F+_H=1—HIFE
Unlisted
Property leasing Listed Investments investments,
Property HERE equity and treasury investment
development investments products holding and All other
and trading Retall Non-retail at Fv10dl at FVTPL brokerage segments  Consolidated
BREMEE ABAE
R URBATE  FETRE
NEERR RFEZ W ZRER  REERR i
EE TE FTE BARE HEER BRRHS Et A% Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL T TEL TEL FET TEL TEL T
- - - (115,650) (70,980) - - (186,630)
(2549) - - - - - - (2549)
(1,038) (36,858) (8,026) - - - (502) (46,424)
179,673 91,925 489,240 991,578 (710,794) 29,358 21,179 1,092,159
(95,401
(158,360)
(127,847)
7790
718,341
296,143
806
1,015,290

718,341



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

PITEAY

REMBRRME

AKE
8. OPERATING SEGMENTS (Contd) 8. EETH
Consolidated Statement of Financial Position FEMBRREBEER
At 31 December 2018 RZFE-NFF+ZA=+—H
Unlisted
Property leasing Listed Investments investments,
Property NERE equy  and treasury investment
development investments products holding and All other
and trading Retall Non-retail at Fv10dl at FVTPL brokerage segments  Consolidated
BRAMEE RpER
bR URBATE FETRE
NEERR ATEZ T JRER  REERR i
BE B ¥TE RARE HEER TR EthAgE G
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FiEn TiEn TET FiEn TiEn TET FiEn
Assets g
Segment assets HREE
- Hong Kong -E% 1,651,525 1,948,679 5253665 20,167010 5,499,322 420325 76278 35016804
- United Kingdom ~EE - 1,632,210 7,433,806 - - - - 9,066,016
- Mainland China —EXE 267880 - 29,045 - - 6,821 - 303,746
- Other countries -EpBX - - - - 1272,109 493,267 - 1765,376
Investments accounted for using IERENR
the equity method LBRE
- Hong Kong -E% 68750 424,507 1,582,710 - - 2167 6549 2,084,683
- Mainland China -HEAE - 141,553 49941 - - - - 191,494
Advances to associates and BRBERER
a joint venture —HRERANE
- Hong Kong -E# 1,000 - 154,306 - - 2 1,160 156,468
- Mainland China —EKE - 34,751 12,258 - - - - 47,009
Reportable segment assets A2HNREE 1,989,155 4,181,700 14,515,731 20,167,010 6,771,431 922,582 83,987 48,631,596
Unallocated corporate assets KABLDAEE 59,107
Consolidated total assets GREERE 48,690,703
Liabilities &f
Segment liabiities SRER
- Hong Kong -5% 165,431 20,593 69,688 3,809,914 3,091,361 35,868 8452 7201,307
- United Kingdom -5 - 16,464 167234 - - - - 183,698
~ Mainland China —HE KR 778 - 31 - - 7 - 816
- Other countries -EpBR - - - - 432,759 9 - 432,768
Reportable segment liabilties BEE V-1 166,209 37057 236,953 3,809,914 3,524,120 35,884 8,452 7818,589
Unallocated corporate liabilties KOBZAREE 6,728,545
Consolidated total liabilties GRARBER 14,547,134
Additions to non-current assets ~ FRBEEFE
(other than financial instruments (B IEREE
and deferred tax assets) REEERM) - - 2224 - - 40 16
“E-NEFFEHR EAEXKEE
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Other Material Items

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

8. OPERATING SEGMENTS (contd)

For the year ended 31 December 2018

Interest income

Finance costs

Net income

Depreciation of:
— Property, plant and equipment
Fair value changes on investment properties
Write-down of stock of properties
Share of results of investments accounted
for using the equity method
Income tax expense

Non-controlling interests

MBMA
HBER

LN

e
~ME - BEREE
BENEINTEEEY
NEFEZRE
BB AARRE
ZEE

FEBRAX
FEERER

REMBRRME

8. &iE

w00 )

HihEARER
Bz —F—NF+-_A=1—HIFE

Adjustments Adjustments Consolidated

for for major statement of

Reportable unallocated non-cash  comprehensive
segments items items income
Ko ITEFRS HFazmE

ERHE HEHZHE HE 2% Ymsk
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TR THEL
673,317 - - 673,317
(186,630) (158,360) - (344,990)
486,687 (158,360) - 328,327
- (6,806) - (6,806)

- - 122,301 122,301

(2,549) - - (2,549)
58,410 - 173,842 232,252

- (127847) 806 (127041)
(52,313) 7790 - (44,523)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

OTHER INCOME

Included in other income are:

Building management fee income

Building management fee expenses

Rental services income
Property management services,
leasing administration services and
property administration services income
Advisory and consultancy services income
Asset management and maintenance
services income
Overprovision of costs in respect of
a development project, net
Consultancy fee income
Exchange gain, net
Reversal of impairment in respect of other
receivable and interest thereon of
approximately HK$39,941,000

9. Hftlr A

2019 2018
HK$'000 HK$'000
FET FAT

H At W A BL3E -
EFERBRA 28,225 35,086
BFERBHY (15,962) (19,037)
12,263 16,049
HERBHBA 5,071 6,693

MEBERY -

1T BURTS &

PIEEAT R YA 32,549 29,797
e K BB R AR A W A 34 37
EEBTERRERBEHA

- 5
H—ERERERZ

AN ERRE R F R 6,452 -
EERBUA - 14,766
fE 5 U a5 5 5 - 4,301
1 [0 5 #h B WL BR 18 2 R B &

B8 H) 2. 439,941,000/ 7T

- 89,186
“T-NEFEHR EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

10. INVESTMENT INCOME, NET

Financial assets measured at fair value

through profit or loss:

Unrealised gain (loss) arising from change
in fair value of bonds

Realised gain (loss) arising from change
in fair value of bonds
— Change in fair value
— Exchange component of change

Net gain (loss) arising from change in fair value

of bonds

Realised loss arising from change in fair value
of fixed coupon notes

Realised loss arising from change in fair value
of currency option

Unrealised (loss) gain arising from change in fair

value of club and corporate debentures
Realised loss arising from change in fair value
of club debentures

(Loss) gain arising from change in fair value
of club and corporate debentures

Unrealised (loss) gain arising from change
in fair value of cross currency swap

Realised loss arising from change in fair value
of cross currency swap

(Loss) gain arising from change in fair value
of cross currency swaps

Other investment income, net
Dividends income on:
Listed investment

Unlisted investments

Interest income

CHINESE ESTATES HOLDINGS LIMITED

“NEFTZA=t—HILFE

10. REW A FEHE

2019 2018
HK$'000 HK$'000
F# T FHET
BBERURMRA T EFEZ
BEHE AN FEEEHMES 2
REB U= (BE) 978,452 (1,255,094)
BEHE A FELEEMEL Y
EQIEHSZ (Eﬁ%@)
N EE 180,905 (24,721)
—[E N & & E 3,311 4,593
BEHFEZ ATFEEHMEEY
W (BE)FHE 1,162,668 (1,275,222)
BEEBXREZATFEE
MEAXZEEEEE (a12) -
B AT EE
MEAXZEBEEEEIE (281) -
CEMNBEFZATFEE
MELXZ RS (HE)Kka (13,090) 8,592
SHEESFCATEE
MEEZEZBERE (1,071) -
SERAFESFZATEE
mESA 2 (E8) la (14,161) 8,592
BB ATEZESmMELZ
REW (8B W= (6.060) 1,921
BB ATEZSMEE
BE 5 EE (1,921) -
EMEBH ATEZmMEL Y
(E18) = (7,.981) 1,921
HwE WA F5E 21,339 12,450
BB W ARE
k& - 1,106,820
FELEMIRE - 54,750
FLBUA 724,505 632,691
1,885,677 542,002
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10.

11.

12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

INVESTMENT INCOME, NET (contd) 10. REWAFE ®

Interest income mainly included interest income from bonds and
fixed coupon notes of approximately HK$715,857,000 (2018:
interest income from bonds of HK$623,366,000.)

FERATETERRELFLRETERER
F B A X A715,857,0008 70 (—Z— )\ F:

&% 2 5 B UL A 623,366,000 7T) °

FINANCE COSTS 1. HBEEHA
2019 2018
HK$'000 HK$'000
FET FHBT
Interest on: A
Bank borrowings RITEE 157,969 146,250
Other borrowings HifEE 217,801 196,106
Lease liabilities HEAR 1,086 -
Total interest (Note 41) F 24z (fFsE41) 376,856 342,356
Exchange gain on translation of foreign HNESRIT R EMEE 2
currency bank and other borrowings, net P 5 e 5 58 (13,789) (6,926)
Other finance costs BB ER 7,118 9,560
370,185 344,990
OTHER GAINS AND LOSSES 12. Htt & RS E
2019 2018
HK$'000 HK$'000
FET FAT
Included in other gains and losses are: Hth e RSB BIE:
Write-down of stock of properties MEFEZRE (681) (2,549)
Loss on dissolution of subsidiaries MBS~ RIBR AR 2 B8 (10,678) -
Impairment loss recognised in respect of BB HE & R R SRIBERER
advances to associates RIEEE (982) -
—z-heeg zAExsm 201
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

13. INCOME TAX EXPENSE

The charge 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: (Note 30)

Current year charge

Under the two-tiered profits tax rates regime, the first
HK$2,000,000 of profits of the qualifying group entity will be
taxed at 8.25%, and profits above HK$2,000,000 will be taxed at
16.5%. The profits of group entities not qualifying for the two-tiered
profits tax rates regime will continue to be taxed at a flat rate of
16.5%. The PRC Enterprise Income Tax for the PRC subsidiaries are
calculated at the PRC Enterprise Income Tax rate of 25% (2018:

250%). Taxation arising from other jurisdictions is calculated at the

rates prevailing in the relevant jurisdictions.

13. FiSHBEX

2019 2018
HK$ 000 HK$'000
FET FHETT
T HERE:
& HARIE
BAENEH 106,654 73,155
BB AN & 42,475 46,938
149,129 120,093
BEFE GBEER BEETR:
BBNEH (297) 4,644
BB AN R 201 (2,297)
(96) 2,347
EERIE © (MEE30)
REEZH 8,225 4,601
157,258 127,041
BEFSHMAS cERKREBEREY

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019

2,000,000/ 7T 2 i A5 12 15 % 8.2 5007/ A% -
8 82,000,000 7T 2 i Fll 1 32 B % 16.50%7%
o TFEEFISHMAS 2 B EE 2 &7
BERG—HER1650FH -PEMBEARZ
B 1 TS A T iR R B 1 E TS R K 25%
(ZE—N\F:25%)H HAMEEERES
ZHRIEBNRBERIEEE ZRITHETE -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

For the year ended 31 December 2019 HE_-ZF

13. INCOME TAX EXPENSE (contd)

The income tax charge for the year can be reconciled to the profit

before tax per the consolidated statement of comprehensive

income as follows:

Profit before tax

Tax at the Hong Kong Profits Tax rate
of 16.5% (2018: 16.5%)

Tax effect of share of results of
investments accounted for using
the equity method

Tax effect of income not taxable
for tax purposes

Tax effect of expenses not deductible
for tax purposes

Tax effect on accelerated accounting

depreciation over tax depreciation

previously (not provided) over provided

Utilisation of tax losses previously
not recognised

Tax effect of tax losses not recognised

(Overprovision) underprovision in prior years

Effect of different tax rates of
subsidiaries operating

in other jurisdictions

Tax charge for the year

R A5 A A

BREEFGHEBE165%
(ZE—N\F:165%)
HEZHE

BEUBESEANREEY
REIHEYE

RRBMFBARBRAZ
RBEE

RBRB M E R AMHAR 2
RBEE

BE (CRBE) BEREL
MEREHTEBBRBMEL
BBz &

EREMAERZHBER

AERZHBERZRETE

BEFE (BEAE)BETR

EEMFEEREE
WERTERZ
TRAMEs w8

RERBBEXH

Bt 5 R AR B
~NFHZAZt+—BLFE

13. Fi8#HBEX @

AERBZAERXHESE2EKERRZ

BREADE MR T :
2019 2018
HK$'000 % HK$'000 %
THET THT
948,910 1,186,854
156,570 16.5 195,831 16.5
(34,598) (3.6) (38,322) (3.2)
(175,767) (185)  (322,110) Q7.1)
207,663 21.9 274,768 23.1
(996) (0.1) 913 0.1
(8.449) (0.9) (3,527) (0.3)
3,184 0.3 8,931 0.7
(96) - 2,347 02
9,747 1.0 8,210 0.7
157,258 16.6 127041 10.7
—E-NEEHR EABEXESE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

14. PROFIT FOR THE YEAR

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

Total staff costs:
Staff costs, including Directors’ emoluments
Retirement benefit scheme contributions,
net of forfeited contributions of
approximately HK$331,000
(2018: HK$716,000)

Auditors’ remuneration:
Auditors of the Company
— Current year
Other auditors
— Current year
— Underprovision in prior years

Depreciation of:
— Property, plant and equipment
— Right-of-use assets

Exchange loss, net

Rental expenses from short-term leases
Cost of trading properties recognised
Cost of cosmetic products recognised

Share of tax of associates
Share of tax of a joint venture

Share of tax of investments accounted for
using the equity method (included in share
of results of investments accounted
for using the equity method)

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

Reversal of impairment loss (impairment loss)
recognised in respect of trade receivables, net

(Impairment loss) reversal of impairment loss
recognised in respect of other receivables, net

Impairment loss recognised in respect of
advances to associates

14. XFEEin

RERHEME () FA:

BREKAEEE:
BEXRA (BEEZEHS)
RIRRFIFFEIHEE - KR BRI
HF#9331,0007 T
(ZZ—\%F :716,000/87T)

ZEE I 2 -

AR B
—AFEE

H o 12 BB
—AFEE
—BEFERETR

E:
e/ ERN G
—EREEE

bE 5B 1R F R
RHHE 2 HEMX
BEEMERAHER
{b e P A T 2R

- 2a) NI T ]
BH-—BAERRHA

BAEARREANRREZHNE
(Bat ABEUAEREAR
BEZEE)

REMFEHESKALRE
B AFEEEEEBRAZ
BREMEERLEHAX

AEFIEBESHESBAZ
BREMEERLEHX

FLIE W E 5 AR IR RE R 2 RE
EEEE CRERE) FE8
PhEL A B AR TR R R

CRE RS TR ) 6l (B /&5 1R 3¢ 25 3R
FLEL S B 2 A R SRIARERR

RN SES
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A

2019 2018
HK$'000 HK$'000
FET FET
(133,041) (137,909)
(8,077) (7734)
(141,118) (145,643)
(2,015) (2,014)
(546) (542)
(6) 27)
(7,384) (6,806)
(19,680) -
(27,064) (6,806)
(709) -
(37,602) -
- (71,064)
(4,457) (4,355)
(8,135) (9,535)
- (628)
(8,135) (10,163)
522,963 544,533
(13,341) (14,197)
(3.673) (3,034)
505,949 527,302
27 (6)
(18) 48,998
(982) -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

15. DIRECTORS' EMOLUMENTS

Fees and other emoluments paid or payable to each of the nine

(2018: nine) Directors were as follows:

Mr. Lau, Ming-wai ZgERE
Ms. Chan, Sze-wan Reeat
Ms. Chan, Hoi-wan RAELL
Ms. Chan, Lok-wan RERLL
Mr. Lam, Kwong-wai WEEEE
Ms. Amy Lau, Yuk-wai 2T ELL
Mr. Chan, Kwok-wai REIELE
Ms. Phills Loh, Laiping ~ BESZ L
Mr. Ma, Tsz-chun BRELE

15. ESE

ENEENTFAR(ZE-N\F-NB)ESF
BEEZHAEREMMENT:

2019 2018

Retirement Retirement

Salaries benefit Salaries benefit

and other scheme and other scheme
Fee emoluments contributions Total Fee  emoluments  contributions Total

FeR BIKER ek RINER
we HitMe SR &g ik E#e HE S pek:]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR T TR TET FET
300 - - 300 300 - - 300
- 1,960 144 2,104 - 1,500 120 1,620
- 100 5 105 - 100 5 105
- 854 n 926 - 674 43 7
- 2,824 221 3,051 - 2,798 21 3,019
240 - - 240 240 - - 240
300 - - 300 300 - - 300
300 - - 300 300 - - 300
300 - - 300 300 - - 300
1,440 5,138 448 1,626 1,440 5072 389 6,901

No Directors waived any emoluments for the years ended

31 December 2019 and 2018.

Details of material interests of the Directors in transactions,

arrangements or contracts entered into by subsidiaries of the

Company are disclosed in the section headed “Directors’ Report” of

this annual report.

EENEREE T NEFR-_T-\Ft+=
A=t—B It FEAREWRIERME -

BARBZMBARILRS ZHHARZ
EENBEANGEZHBRAFRZ [EESH

EE] —HARE-

—E-NEERH

EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

16. EMPLOYEES' EMOLUMENTS

(a)

(b)

Five highest paid individuals

Of the five individuals with the highest emoluments in the
Group, two (2018: one) were Directors, details of their
emoluments were included in Note 15. The emoluments of

the remaining three (2018: four) individuals were as follows:

Salaries and other benefits

B
Retirement benefit scheme contributions IRUREFIFT S 3R

The emoluments of the three (2018: four) individuals were

within the following bands:

REMBRRME

16. EEM £
(@) EZEERSHFMAL

AEEREREMEALTH WA (=
E-)\F —R)REF REZMEF
BE#EHRMEIS Hp =R (ZF N
Frmg)@EMALZEEWT:

2019 2018
HK$'000 HK$'000
THET TR
7,650 9,293
616 713
8,266 10,006

Z=HB(ZE-N\F:mE)EAMALZ
MEEEmT

Number of employees

BEAE
2019 2018
HK$2,000,001 — HK$2,500,000 2,000,001 7T — 2,500,000/ 7T 2 3
HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000/ 7T = -
HK$3,000,001 — HK$3,500,000 3,000,001 7T — 3,500,000/ 7T = -
HK$3,500,001 — HK$4,000,000 3,500,001 7T — 4,000,000/ 7T 1 1

During the years ended 31 December 2019 and 2018, no
emoluments were paid by the Group to the five highest paid
individuals, or Directors, as an inducement to join or upon

joining the Group or as compensation for loss of office.

Emoluments of senior management

Other than the two (2018: all) senior management whose
profiles are included in the section headed “Profiles of Senior
Executives” of this annual report and their emoluments
have been disclosed in the five highest paid individuals
(Note 16(a)), the emolument of the remaining one senior
management was within the band of HK$1,500,001 to
HK$2,000,000.

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019

(b)

REEZE-NFR=ZFT—-N\F+=A
=t—RIEFEA AEEBELSRS
AR 2 B S 7 A0 A AN 52 B s 1 A
BEEmRZLEaes A THES
S EA & o

BREEEBZHME

REI RN AEZe F AL (M
16))ZMEB(ZE—N\F:2%)=
BERE (BARAFRIERITHAR
] —8R) ZBE s Fsg—(Im R
EEE M EE A1,500001FTE
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18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

DIVIDENDS

(@) Final dividend for 2018 paid on
12 June 2019 of HK10 cents
(2017: HK10 cents) per share

(b) Interim dividend for 2019 paid on
27 August 2019 of HK1 cent
(2018: HK1 cent) per share

Total dividends paid BRI S A

Final dividend for the year ended 31 December 2019 of HK1 cent
(2018: HK10 cents) per share has been proposed by the board of
Directors and is subject to shareholders” approval at the forthcoming

annual general meeting of the Company.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the following
data:

Eamings: B :
Earnings for the purposes of basic and diluted

earnings per share 2 A
Profit for the year attributable to owners

of the Company S

(@) RZZE—NEX~A+=H
BIRAHZZZE-NFREKE
FRI0EIL (=T — 145
FRI0E)

b) RZE-NFNAZ+LH
BERMNZZF-hFPHKRS
FRIBW(ZE-NF:
FHRIEL)

] 7- Hﬁ /%\
2019 2018
HK$'000 HK$'000
T#T TET
190,762 190,762
19,076 19,076
209,838 209,838

EEGEBERBE_T-NAF+-_A=+—
BLEFEZ RARESRUEM (ZT—N\F:
FR10EA) - BFERRRARE ZEERE
BERE LHAE-

18. ERRER

ARABHEBANEEZERERNLEERNTS
RIBATBURRTHE

SESRERNNEERNZ

RRBHEEABERFEZ

2019 2018
HK$'000 HK$'000
FiHT FHET
790,167 1,015,290
—E-—nEgwR z#ABzss 207



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

18. EARNINGS PER SHARE (contd)

Number of shares:

Weighted average number of ordinary shares
for the purposes of basic and diluted

earnings per share

Diluted earnings per share for the years ended 31 December 2019

and 2018 were the same as the basic earnings per share as there

were no diluting events during both years.

19. INVESTMENT PROPERTIES

Fair value

At 1 January 2018

Exchange adjustments

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

— unrealised

At 31 December 2018

Additions

Exchange adjustments

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

— unrealised

Carrying amounts
At 31 December 2019

CHINESE ESTATES HOLDINGS LIMITED

18. BIREF &)

Number of shares

BHEE
2019 2018
g B :
FTEEREARAREERF 2
LB NEF S
1,907,619,079  1,907,619,079

HE-_T—NFERZZE—)/\F+ZA=+—
BIEFE AR &S EE - i i m{E s
ErzEREERANETREARBFER -

19. REW

Completed
properties
ERME
HK$'000
FHET
AFE
RZE—N\F—HA—H 15,649,991
bE 3 3 2 (491,444)
REREE2EREREPERZ
N FEIE N
— K& 122,301
RZZE—-NF+=—A=+—H 15,280,848
RE 861
R s 220,457
R A 2 E RS RER P ER
NEER D
— k@ (742,659)
REE
R=F-NF+=A=t—H

14,759,507
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

PR R M

For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

19. INVESTMENT PROPERTIES (contd)

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

investment properties.

Property valuations as at 31 December 2019 and 2018 were
carried out by B.I. Appraisals Limited (“B.I. Appraisals”), independent
qualified professional valuer, in respect of the Group’s investment
properties in Hong Kong and Mainland China. For the investment
properties in the United Kingdom, the property valuations as at
31 December 2019 and 2018 were carried out by Peak Vision
Appraisals Limited (“Peak Vision Appraisals”), another independent
qualified professional valuer. The valuers have recent relevant
experience in the valuations of similar properties in the relevant

locations.

At the end of the reporting period, the management of the Group
discussed with the independent qualified professional valuers about
the appropriate valuation techniques and key inputs for Level 3 fair

value measurements.

The valuation reports for the investment properties as at
31 December 2019 and 2018 were signed by the respective
director of B.I. Appraisals and Peak Vision Appraisals, who are
members of The Hong Kong Institute of Surveyors and/or The Royal
Institution of Chartered Surveyors. The valuations were performed
in accordance with “The HKIS Valuation Standards 2017 Edition”
published by The Hong Kong Institute of Surveyors and/or “The
RICS Valuation — Global Standards (Effective from 31 January
2020)" (2018: “The RICS Valuation — Global Standards 2017")
published by The Royal Institution of Chartered Surveyors.

19. REWE @)

REBEMBEHBEEBPOUARDEASHER
BEZDERETDRBATERAGTE XD
BRIEREMEAR

RIB-NFR-_ZE-N\F+-_A=+—8"
AEBURBELRFTEANEZRENERS
YEBEBREXMAEMRBBERFGARRQA

(TMRAEERETE ) EITYEME - ERIR R
BlzREWME mE—BULAERBERMER
BEFEERAR (DREFHETR-F
—NFRZZ-NFFTA=T—RBZYE
18 - [ {ERM T H A A AR R s R R L %

RBERR AEEZERERBYAERSE
XAEMTWARAECHERMEE =R
RTFEFEZIEHE-

E-NFER-E-NF+-_A=+—8"
%xé{%%ZfE@iﬁiEﬂfﬂEllﬁﬂ%ﬁ&/ S5
HEEZER (RERBBUEMESEER
SEERFHABMEERER)EE -ZEM
BENETEBNEMBESMRANZ [FEIE
A g B Tt FRA] R HER
FrRP R EBMBEMENZ [ 25 SIS
SHEE-E2HEN (B2 -2F - A=+—
HAER) ] (:;E—)\ii [EREFFTREAE
GHE- T LFEHER ) #ET

“E-NEFFHR FEAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

19. INVESTMENT PROPERTIES (contd)

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

The following tables analysed the investment properties which
are measured at fair value at the end of the reporting period
into the three-level hierarchy as defined in HKFRS 13 “Fair Value
Measurement” which is further elaborated in Note 3.

REMBRRME

19. BREWZE &)

BEREMEZATFEREREHRBRIEED
B WRAREER,RERLEE (REA
BRI E) BRI EE - R EE KRB E AL
HE2UWA - WAHBERMERKRES Z (A5t R
—RZINEFEBRRSKE  ARREBEMR -
BEREVMEZAFERR (EAHBE)RAB
HHOBMRZESKRA BHBMRZEHE K
REETRERKEFHOMGESZRAZ
BRE BROEXRERORE - REETEE
MERR (BREQHR 2@ HE R ER B R
) bR 7R F i (BB 1F B 4l - R ER A B 1 R
FHEERRERANTSERALUEEY X
2B BELBABRRZEMEZT BT NA

MARXELERSREETS LA HLEBRZH
EEE-

TREBNRBEPRUNRAFEFEZREDE
Z=RoB/H (ERALEBMBREELNF3
5[ RTFEE]D ST RRHE3EE—F5F

it o

Fair value Level 1 Level 2 Level 3
NYEE E—® EZR E=ZR
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHAT FAT
Recurring fair value BREMAYE
measurements: TE:
Completed properties SRR
At 31 December 2019 RZE-NF
+=-A=+-AH 14,759,507 - 1,295,824 13,463,683
At 31 December 2018 RZZ—N\F
+-A=+—H 15,280,848 - 1,296,616 13,984,232

Certain investment properties located in Hong Kong and Mainland
China categorised as Level 2 fair value measurement are
determined using direct comparison method with reference to the
recent selling prices of comparable properties on a price per square
foot basis which are adjusted to reflect the conditions and locations

of the related properties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

19. INVESTMENT PROPERTIES (contd) 19.

Details of valuation techniques used and key inputs to valuation on
investment properties which are categorised as Level 3 fair value

measurement at the end of the reporting period are as follows:

Fair value Valuation techniques
NYE fEERM
2019 2018
HK$'000 HK$'000
THET FET
Properties held for 5,412,550 5,482,740 Combination of direct
investment in comparison method and
Hong Kong investment method
NREBZHERENE HELBERREE
A=Y
Properties held for 8,051,133 8,501,492 Combination of direct
investment in the comparison method and
United Kingdom investment method
NREBEZHERENE HELBERREE
A=Y
Total 13,463,683 13,984,232
k]

Reversionary yield is the rate taking into account the capitalisation
of potential rental income, nature of the property and prevailing
market conditions. Market rent per square foot is the market rent
taking into account the direct comparable market transactions to the

related properties.

The fair value measurements are negatively correlated to the
reversionary yield, while positively correlated to the market rent per

square foot.

BREWE @

RAREREAEAE=BATEFEZRE
W 2 A 08 PR 2 BT B B 2 I
T

Significant

unobservable

inputs Range
BAFTHREHE E

(1) Reversionary yield;  2.50% to 4.75%

and (2018: 2.50% to
ERERE: & 4.75%)
(2) Market rent per 250E £4.75E
square foot (ZZ—N\F:250E
BYHTRzTHESE Z4.75E)

3.13% to 5.00%
(2018: 2.88% to
4.75%)
3.13EE5008
(ZZ—)\F:288E
F4758)

(1) Reversionary yield;
and
ERERE: &
(2) Market rent per
square foot
BYARzWSHES

BREEHEDFREEHSRABERE W%
HEREEMRGHZLER -BFHRZTH
HEDFREEYEZDSAIHERLERR
HistizmHEAR-

RV EAERERRBEKRL  MEAGFT
Rz Hi5iE e RIKIEE -

“E-NEFFHR FEAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

19. INVESTMENT PROPERTIES (contd) 19. WEWE (»)
Movements of investment properties which are categorised as PERE-BRATHEFAEZEZREVERFA
Level 3 fair value measurement during the year are as follows: BEymT
2019 2018
HK$'000 HK$'000
FET FABT
At 1 January m—HA—H 13,984,232 14,248,322
Additions NE 861 -
Exchange adjustments I 3, 5 2 221,112 (490,024)
(Decrease) increase in fair value recognised RérE 2 ERERERPERZ
in the consolidated statement of DE O ) 85
comprehensive income
— unrealised —RER (742,522) 225,934
Carrying amounts IREE
At 31 December R+t=ZA=+—H 13,463,683 13,984,232
There were no transfers into or out of Level 3 fair value REBEZE-_ZT-—NEFR_FE-—N\F+ZA=+—
measurement during the years ended 31 December 2019 and BILEFEERN E=RA2TEFEZREDEL
2018 and no change in valuation techniques used in prior years. In SmEANEL MR ZEERITEBAFE
estimating the fair value of the properties, their current use equates FIBH T EEE - EZRAFE WX
to the highest and best use of the properties. ERRRERASEm R&ERS-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

20. PROPERTY, PLANT AND EQUIPMENT 20. 1% - BB R &R E
Furniture, Yachts and
Leasehold Leasehold  fixtures and motor
land Buildings improvement  equipment vehicles Total
il &
RELH g3 nELE  BERRE  HEREHR ek
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAEL FEL FEL FEL FEL FEL
Cost BA
At 1 January 2018 RZZ-N\§-A—-8 27856 4,854 12,748 35313 100,498 181,269
Additions NE - - 5 2,125 - 2,130
Disposals/written off e/ - - - (9,753) (18,400) (28,153)
Exchange adjustments BN AE (1316) (229) - (24) 131 (1,438)
At 31 December 2018 RZZ-N\ETZA=1T—H 26,540 4,625 12,753 217,661 82,229 153,808
Additions RE - - 14,226 2,847 - 17,073
Disposals/written off HE /M - - (1,608) (2.120) - (3.728)
Exchange adjustments B 5 5% (594) (103) - (12) - (709)
At 31 December 2019 RZB-AE+ZA=t-H 25,946 4,522 25,371 28,376 82,229 166,444
Depreciation &
At 1 January 2018 RZE-N\F-A-8 1,835 408 12,195 28,462 95,252 138,152
Charge for the year TEENE 497 108 543 2,800 2,858 6,806
Elimination upon disposals/written off % /il #5854 34 - - - (9,738) (18,033) (27771)
Exchange adjustments BN A (107) (23) - (21 118 (33)
At 31 December 2018 RZEB-N\F+ZA=+-H 2,225 493 12,738 21,503 80,195 117,154
Charge for the year FEEHE 475 104 2,679 2,583 1,543 1,384
Elimination upon disposals/written off & /i 348 ¥ 88 - - (1,605) (1,930) - (3,535)
Exchange adjustments EiRE (59) (13) o (1) = (83)
At 31 December 2019 R=F-AE+=A=1-H 2,641 584 13,812 22,145 81,738 120,920
Carrying amounts REE
At 31 December 2019 RZB-AE+ZA=1-H 23,305 3,938 11,559 6,231 491 45,524
At 31 December 2018 RZE-N\F+ZA=+—-H 24315 4,132 15 6,158 2,034 36,654
—E-nEfH  EAExEE 213



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

21. RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES

The Group leases assets including properties and equipment. Most
of the leases of properties are negotiated for term ranging from
one to three years while lease of equipment is negotiated for five
years. Information about leases for which the Group is a lessee is

presented below:

(a) Right-of-use assets

Cost B
At 31 December 2018 RZB-N\F+A=+—H
(originally stated) (RE275)
Effect on adoption of HKFRS 16 =M E BB 3k &% 8% 1657
a7

At 1 January 2019 (restated) ~ R=ZT—AF—A—H (£%)

Additions NE
At 31 December 2019 R-ZB-NFE+ZRA=+—-H
Depreciation e
At 31 December 2018 RZB-N\F+-A=+—H
(originally stated) (REZ7)
Effect on adoption of HKFRS 16 IR A 8 B 15 3R & 2 A 8 1657
ZHE

At 1 January 2019 (restated) ~ R=ZT—h&E—HA—HB (£7)

Charge for the year AEENE

At 31 December 2019 R-BE-NE+=-A=+—-H
Carrying amounts BREE

At 31 December 2019 R-ZE-A%+=-A=+—-H
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21.

EHAEEERBEESRE

AEBFAHEZEERRBRMENEME - KDY
EHBmEIERA—E=F MEBzHE
HRRIBEALF -ARAAKEFELSEABRA
ZHEERZHMT :

(a) ERHEEE
Properties Equipment Total
HK$'000 HK$'000 HK$'000
TR TER TR
6,593 1,232 7,825
6,593 1,232 7,825
148,754 = 148,754
155,347 1,232 156,579
19,218 462 19,680
19,218 462 19,680
136,129 770 136,899




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

21. RIGHT-OF-USE ASSETS AND LEASE
LIABILITIES (contd)

(b) Lease liabilities

Lease liabilities payable within a period of:

Less than one year
More than one year but within two years
More than two years but within five years

Less: Amounts due within one year

Amounts due after one year

The amounts recognised in profit or loss in relation to leases are

disclosed in Notes 11 and 14.

The total cash outflow for leases for the year ended 31 December

2019 was approximately HK$54,559,000.

22. INTANGIBLE ASSETS

2. ERAREERHEEESERS @

(b) HEEE

2019
HK$'000
FET

AR THHHEENEERR:
N 47,929
—F LA BT BERE 50,539
M LA 1B B B R 33,586
132,054
B —FRNEIE 2 RIE (47,929)
—F & F|Hf 2 FkI8 84,125

EEASTHIAFAEEZSERME R4
M FE

REZE-_Z—NE+-_A=+—HItFE A
&2 e85 %)54,559,000/8 It ©

2. EEEE

Cost

At 1 January 2018,
31 December 2018 and
31 December 2019

Amortisation and impairment
At 1 January 2018,

31 December 2018 and

31 December 2019

Carrying amounts
At 31 December 2019

At 31 December 2018

B

RZE-N\&E—F—A8"
ZE-NFF+ZA=T—HK
—T-hF+=ZA=+—H

BHERRE

RZZ-N\E—HR—H"
—E-N\F+=ZA=t-8kK
—E-NF+ZR=+—H

fRE &
R-B-hF+=-A=t-H

RZB-N\F+-A=+—H

Trading and

exchange
rights Trademark Total
EERESE [k e
HK$'000 HK$'000 HK$'000
TET TET FTET
2,705 14,300 17,005
2,705 14,300 17,005
“E-NEFHR EAEBXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

22. INTANGIBLE ASSETS (contd)

23.

The above intangible assets have definite useful lives. Such

2. BIEEE @

tmpEEARRE ERFL WAL

intangible assets are amortised on a straight-line basis over five REFHH -
years.

GOODWILL 23. B8

Cost N

At 1 January 2018,
31 December 2018 and
31 December 2019

Impairment
At 1 January 2018 and
31 December 2018

Impairment loss for the year

At 31 December 2019

Carrying amounts
At 31 December 2019

At 31 December 2018

R-ZE—N\F—H—H"
—E-N\FE+_A=1t—H8BEK
—ET-NF+=ZA=+—H

A
R-Z-NF—A—BK

—E-NF+=ZA=+—H
NEERERE

RZBE-hE+ZA=+—H

REE
R-E-AFE+=-BA=+—H

RZB-N\F+ZRA=+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

PR R M

For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

23. GOODWILL (contd)

Impairment testing of goodwill

For the purpose of impairment testing, goodwill acquired through
certain business combinations has been allocated to the Group's
CGUs, which in all cases were determined to be investment
properties owned by subsidiaries. The carrying amount of goodwill
(net of accumulated impairment losses) was allocated to CGUs with

the following places of operation:

United Kingdom o
Hong Kong e

The recoverable amount for the CGU operated in the United
Kingdom has been determined based on value-in-use calculation
using five-year cash flow projections approved by the Directors.
The pre-tax discount rate adopted as at 31 December 2019 was
approximately 5.20% (2018: 5.97%) per annum for the United
Kingdom property business which was applied to the cash flow
projection when assessing the recoverability of the CGU containing
goodwill. Cashflows beyond that five-year period have been
extrapolated at nil (2018: nil) growth rate in the calculation of the
terminal value. As at 31 December 2019, the management noted
that the anchor tenant of the investment property of the Group
located in the United Kingdom will surrender the lease in the first
quarter of 2020 and thereafter asset enhancement work to the
investment property is expected to carry out by the Group. Based
on this assumption, an independent qualified professional valuer
has carried out a value-in-use calculation of the CGU operated
in the United Kingdom, with the recoverable amount for the
United Kingdom CGU of approximately HK$3,269,118,000 as at
31 December 2019. The Group recognised a full impairment loss of
goodwill of approximately HK$322,938,000 (2018: nil) attributable
to the United Kingdom CGU as at 31 December 2019.

Full impairment for goodwill of the other businesses in Hong Kong

was recognised in prior years.

23. B8 w

BERENE

RETREAR RETEBEHELEZHE
ENREAEEZREELBMN REZETF
REBMNBARMBA ZREME HEEE
B(NERREREBE) DEZATEEBE
ZHREELBM:

2019 2018
HK$'000 HK$'000
TERT TR
- 322,938

- 322,938

REEEE 2B EEEM 2 A IRE S5 IR
BESIEZAFRSRETEN  WIRFERE
B EEET BN ERECREEELSN
ZAERER R_E-AFE+_A=+—
%%ﬁ%%%%ﬁ%ﬁﬁﬁ%ﬁ%%ﬁsm
B (ZZE—NF:5.97E)EAERARZASR
Eﬁﬂcﬁﬁﬁﬁué2ﬁ$m§&§(:v
—NF E)EREEEUHNERKREEBR R
—NFT-A=+—H8 EEEIEIA
%Eﬁ%%ﬁZ&ﬁ%%Zi%ﬁﬁ%m:
ToTFEFROMAE  AEHAER BRI
BRZIREMEETEERICTRE - AR LR
FOBUAERBEEGEMCREELCE 2R
CEEBMETERABENE ZABReE
FBUR_ZT-—NF+A=+—RH2zalK
O 4 5849/53,269,118,000/8 7T - R —E—h4F
TZRA=+—"H AEERERRSELEN
TR E 2 2 BUREEE L /£322,938,000%
T(ZE—N\F &)

IRNBEEMRF < HE 2EREBRDR
BEFERER
—E-NFFER  EANEXEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

23. GOODWILL (contd)

Impairment testing of goodwill (Cont'd)

In the preparation of the value-in-use calculation, there are a
number of assumptions and estimates involved for the preparation
of the cash flow projections. Key assumptions included gross
income, discount rates and time period required for the asset
enhancement work which are determined by the Directors based
on past performance and their expectation for market development.
The values assigned to key assumptions were based on historical
experience, current market conditions, approved forecasts and
consistent with external information sources. Gross income is
budgeted gross income. The discount rates used were determined
with reference to weighted average cost of capital of similar
companies in the industry reflected specific risks relating to the
industry. Time period required for the asset enhancement work was
determined based on time required for similar work of comparable
investment property. The estimated future cash inflow and cash
outflow derived from asset enhancement is excluded in the value-
in-use calculation. For the year ended 31 December 2018, the
Directors believed that any reasonable possible change in any of
these assumptions would not cause the aggregate carrying amount
of the CGUs to exceed their respective aggregate recoverable

amount.
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REMBRRME

23. B8 w

AERENE (E)

RimEEREEAER RRESREFRNY
hZBEBRE G -TERRBEREERE
BAERRLRSFEMSERBAMEE 2K
ANRE MEXREERICTIRABER X
EREABEEABERLS  SaTHR K&
HETERI B R IR W& SN ERE KRR « A 48
BOBEERALR MARMZERED2R
EARERARZ MEFHERRAEE ¥R
BREVITERB 2 ERR - EEEILTIZEMS
B R BE A L EIR B R 2 LT
EREmET - EREEHETREEERL
PREEZ G ARIRSARARBR SR - RE
EZZ-N\FtZA=T—RHILFE EFEH
EENZERRZEMNEEARED T E88
HAZELABURAEARBLREMEBZ
AU & R AR o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

24. INVESTMENTS ACCOUNTED FOR USING 24. LERZEARZEKRE
THE EQUITY METHOD

2019 2018
HK$'000 HK$'000
FET FET
(a) Interests in associates: (@) EpENAER:
Cost of investments in associates RE B R R
— unlisted —3EET™ 1,204,736 1,204,736
Share of post-acquisition profits/losses and BEWEERR, BB R
other comprehensive income/expenses Hih2EW a2 H
net of dividends received kR B W & 1,020,234 1,067,815
2,224,970 2,272,551
(b) Interest in a joint venture: b)) —HEERTHEZ:
Cost of investment in a joint venture BE—REEERRIKA
— unlisted (note) —JE b (FI&E) 150 150
Share of post-acquisition profits BB R EN 208,208 3,476
208,358 3,626
2,433,328 2,276,177
Note: During the year ended 31 December 2018, the Group Mid: RBEEZT—/N\F+_A=+—HILF
subscribed 509% equity interest in Landrich (H.K.)) Limited E AEERE -—HEERR-E®R (B
(“Landrich"), a joint venture holding a property located at Nos. B)BRAT ([ ) 25000/ A #E 5 -
14-18 Ma Kok Street in Tsuen Wan. ZEBERAIFAMLNELES AE14-185%
ZHE -
During the year ended 31 December 2019, the Group further RBZE_Z-NEF+_A=+—HILF
subscribed 1% equity interest in Landrich so that the Group B RNEEE — P RIEER 2100 A #
held 51% equity interest in Landrich as at 31 December 2019. wBARER T -NF+ZA=+—
Pursuant to the shareholders’ agreements, it requires unanimous BB 2510 AR - RIER R %
consent from all shareholders of Landrich for decisions about B HAEB 2 RRBAEMERR A
the relevant activities. The Group does not have control over ERZZE-NF+A=+—H &*&
Landrich under the shareholders’ agreements notwithstanding = 5 45 5 (B 0 HB 1B 5000 IR A i 5 - BIRIE
the Group holds more than 50% equity interest in Landrich as at HRER f7h o2 00 A AR A - BUE S D R
31 December 2019 and Landrich is therefore classified as a joint REEBZEARNT

venture of the Group.

Particulars of the Group's principal associates and joint venture as at KE

BR-_Z—NAE+_A=+—RA2Z2FE
31 December 2019 are set out in Note 49. iR N PN

AR BB RE ZFHIBHIN N EE49 -

I

“E-NEFR EA

]
e
i
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24. INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (contd)

The Company provided corporate guarantees to secure bank
borrowings granted to its associates in prior years and joint venture
during the year ended 31 December 2019. The fair value of the
financial guarantee contract at initial recognition was determined
by Norton Appraisals Limited, independent qualified professional
valuer, and was recognised as investments accounted for using
the equity method and financial guarantee liabilities in the Group's

consolidated statement of financial position.

As at 31 December 2019 and 2018, the investment properties held
by the Group's principal associates and joint venture were revalued
by B.l. Appraisals. B.l. Appraisals continues to adopt investment
method and/or direct comparison method as the valuation
methodologies. The valuation methods and significant assumptions
applied in determining the fair values of investment properties
are detailed in Note 19. In addition, for investment properties
under development at fair value, their fair values are determined
by residual method by deducting the estimated total outstanding
redevelopment cost and an allowance for developer’s risk and profit

from the gross development value of the proposed redevelopment.

All of the associates and the joint venture are accounted for using

the equity method in these consolidated financial statements.

The information below reflects the amounts presented in the
unaudited financial statements of associates and a joint venture
which were prepared in accordance with HKFRSs adjusted for the
differences arising from accounting policies and different financial
year-end dates between the Group and the associates and joint

venture, if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

24. LEFRZEARZRE

$”ﬂ%ﬂ&¢f%ﬁ ERRAEREEC
—NAF+ZA=+-HIEFEREAEAR
Tkﬁ”?ﬁ%ﬁ%%&ﬁﬁ%fZﬁﬁ )
BRERANVSHERAZATFERBISER
EXEEMESERFEAERIARAEE LB
RALE 2 5RA BN IMER N ER R IAE
BAEARZRE MM BREREE-

R-BE-NFER-_FT-NF+-A=+—81"
AEEXIZBERNARAERARFEZIRE
MEE BRI ERFHEETER  RIBBEIERF
BFERNRE RN RERLBERGE
T RARNBEREMERHEZEEX
KX ZREMNM 195 « b 5h - IR A F(E
ZERDPEREWMEMNS  HRFETDARBE
FRNMEERER 2AERENRMEER
NZERRARBARERD Z AR RFE
ZBFFEEMEE -

CIRR: I WNCID S == WIS IV 57 AN
BUBRRAIE-

UTEMRBRRBERR R —HaERAZ
AEEZHBRREINZEH ZEFUBHERE
REBUBREEN YR AN EBRBERT
REBERAzHESEHBRMELEZEZRR
TR BFLBES (WBE)ELHEMERE -



24. INVESTMENTS ACCOUNTED FOR USING

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz

THE EQUITY METHOD (contd)

(a

Interests in associates

The summarised financial information in respect of the

Group's material associate, Finedale Industries Limited, is set

out below:

Finedale Industries Limited

Non-current assets
Current assets
Current liabilities

Net assets

Revenue

(Loss) profit for the year

Total comprehensive (expenses)
income for the year

Reconciliation of the summarised financial
information presented to the carrying
amount of its interest in the associate:

Net assets at 1 January

Total comprehensive (expenses)
income for the year

Net assets at 31 December

Interest held by the Group

Group's interest in the associate
and the carrying amount

Dividend received from the associate
during the year

(a) H#&

all

S

E&E

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

24. LERZEARZEE @

AEESEMENT - EHEEBRA
AZHBERBEEHFINT

EBHEBEARAQT
2019 2018
HK$000 HK$'000
FET FET
ERENEE 3,709,000 3,843,000
MBEE 578,704 466,674
mENBE (86,905) (61,146)
AEFE 4,200,799 4,248,528
WA 110,173 95,734
AEE (BE)RF (47,729) 510,263
AFEEE2@(ZH)
W = 4R RE (47,729) 510,263
Bt N Rl m 2 BREE A
B IS B B 2 $8R -
R—A—BZ2EEFE 4,248,528 3,738,265
ANEEE2E ()

Wes 4878 (47,729) 510,263
RT-_A=+—HZEBEFE 4,200,799 4,248,528
AEBIFH 2 ER 33.33% 33.330
AEBMRZBERRZ

EmMEmE 1,400,266 1,416,176

RAFEBEWBERT 2
gy - _
“E-AEFER ZEABEEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

24. INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (contd)

(a) Interests in associates (Cont'd)

(a)

Aggregate financial information of associates that are not

individually material:

Group's share of results for the year
Group's share of other comprehensive

expenses for the year

Group's share of total comprehensive

income for the year

Group's aggregate interests in these

associates and the carrying amounts

Dividends received from associates

during the year

AEBBERFEES
REBBIEARFE
H s 2 TH 3 H

REBBIEARFE
E2E AR

AEERZEHERRZ
HRAELREE

RAFEE YW E R E
i =)
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REMBRRME

24. UERZEARZEE @

BENRER (8)

BRIFFEE 2B E RRIMBER AR

2019 2018
HK$'000 HK$'000
FET FHETT
20,862 58,688

(a,382) (10,050)
16,480 48,638
824,704 856,375
48,212 61,500




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5

24. INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (contd)

(b) Interest in a joint venture

The summarised financial information in respect of the

Group's joint venture, Landrich, is set out below:

Landrich (H.K.) Limited

Non-current asset

Current assets
Cash and cash equivalents

Other current assets

Current liabilities
Current financial liability
(excluding trade and other payables
and provisions)

Other current liabilities

Non-current liability

Non-current financial liabilities

Net assets

b) —-BAEATER

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

24. LERZEARZEE @

AEEEERR-—EMcMBENBE

AT
B (EB)ARAT
2019 2018
HK$000 HK$'000
FET FET
EREBEE 900,000 490,000
MBEE
Be RS EEER 6,571 8,170
HEthm#EE 2,018 3,471
8,589 11,641
mBEE
MECRBE
(TREENESERER
E b JEAT BRIE LA K B 48) (180,000) (180,000)
Hipneh &8 & (2,576) (5,951)
(182,576) (185,951)
SEREAE
RSB E (317,467) (308,437)
AEFE 408,546 7,253
“E-AEFER ZEABEEE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

24. INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (contd)

(b) Interest in a joint venture (Cont'd)

The summarised financial information in respect of the

Group's joint venture, Landrich, is set out below: (Cont'd)
Landrich (H.K.) Limited (Cont'd)
The results of Landrich during the year ended 31 December

2019 (2018: during post-acquisition period since the

subscription of Landrich) are as follows:

24. UERZEARZEE @

(b)

—HeEQRERE (B

AEEEERR-—EMcMBENBE
AT ()

W (EB)ARLE (A)

RBE_Z-NFt+-_A=+—BLLF
53 —\F: ARBEANKBERSR

(=
fal) ﬁ%%ﬁZ%i T

Dividend received from the joint venture

during the year

RAFEERAEERAZRE
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2019 2018
HK$'000 HK$'000
FER FET
Revenue WA 4,200 12,879
Interest expense F B 5,364 3,625
Income tax expense FREBiR - 1,256
Profit for the year/period EFE B A 401,292 3,355
Total comprehensive income REE/HEEERGERE
for the year/period 401,292 3,355
Reconciliation of the summarised financial & & A A # 25 7 Bl {E &2
information presented to the carrying MBER2HER:
amount of its interest in the joint venture:
Net assets at 1 January R—R—BZEEFE 7,253 -
Increase in share capital A A$E AN
(2018: net fair value of the identifiable (Z2E—N\F:RRB\EZ
assets and liabilities as at the date of AIgREEREBEZ
subscription) (note) NEEFE) () 1 3,898
Total comprehensive income for the year A% ¥ 2 W5 4858
(2018: post-acquisition total —E-N\FWEEEE
comprehensive income) e 4 %E) 401,292 3,355
Net assets at 31 December R+ZA=+—HZEEFE 408,546 7,253
Interest held by the Group REBBBEZER 51% 50%
Group's interest in the joint venture and FEBRZEERBZERR
the carrying amount FREE 208,358 3,626




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5

For the year ended 31 December 2019 HE_-ZF

24. INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (contd)

(b)

Interest in a joint venture (Cont'd)

The summarised financial information in respect of the

Group's joint venture, Landrich, is set out below: (Cont'd)

Landrich (H.K.) Limited (Cont'd)

Note: Upon completion of the subscriptions during the years

ended 31 December 2019 and 2018, the excess of the
Group's share of the net fair value of the identifiable
assets and liabilities over the cost of the investment of
approximately HK$4,089,000 (2018: HK$1,799,000) was
included in the determination of the Group's share of the
joint venture's profit or loss in the period in which the
investment was acquired.

25. ADVANCES TO ASSOCIATES

26.

Interest-bearing advances to associates BATHEE DA
Interest-free advances to associates BASHEE R A

The advances to associates are unsecured. The Group 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 interest-bearing advances to associates bear

interest at the prevailing market rates.

ADVANCE TO A JOINT VENTURE

The advance to a joint venture is unsecured and interest-free. The

Group will not demand for repayment within one year from the

end of the reporting period and the amount is therefore shown as

non-current.

—hFE+ZA=+—HLFE

24. LERZEARZEE @

(b) —MaEATMEE(E)

AEEEERR-—EMcMBENBE
M (58)

W (EB)ARLE (A)

Mizd: REBEE-_Z-—HhLEER-_ZT—)N\F
+_ﬂ_+ AIEFE  REKRR
B NEEBEAHIEERE
BEZAFEFEBAEERALD
£4,089,0008 0 (=& — )\ F :
1,799,000 7T ) I B Uk B %18 &
ZHERBEEEEAE@BBES
BRIz

25. B HEE N B FIE
2019 2018
HK$°000 HK$'000
FET FHET
BRE 47,846 48,147
BRIA 265 1,112
48,111 49,259
BNEE QR FBTEER - REBE g ER

R EREFT —FREETR #HEZER
TBIEIERBIEHE - BB E QR 25 B IA
NERZTSEERNETE -

26. Y —RESEQRRE

iMTJ‘—F'EJ/*\ﬁ"_ FRBATTERERLRE - NE
TERNBERRET —FAEEEA

EKH#EZ RIRSIVESERE D

“E-NEFFHR FEAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

27. FINANCIAL ASSETS MEASURED AT FAIR
VALUE THROUGH PROFIT OR LOSS

Bonds (note (i)) EH (HEE0)
Club and corporate debentures (note (ii))
Derivative financial instrument (note (iii)) il

REMBRRME

27. BRBERHURRIFETEZ

gk awEs (M)
PTHES BRI A (PIEEGI))

W

Analysed for reporting purpose as: ERERGBZ AT
Non-current SEREIME
Current mENEE

Notes:

(i)  As at 31 December 2019, the carrying amount of bonds was

approximately HK$8,975,533,000 (2018: HK$6,685,515,000),
including bonds with aggregate carrying amount of approximately
HK$1,650,320,000 (2018: HK$1,006,669,000) were available
to be loaned to financial institutions for earning lending fee
income and the same or substantially the same securities would
be returned to the Group, pursuant to the terms and conditions
contained in the securities pooled lending agreements, of which
approximately HK$90,709,000 (2018: HK$75,581,000) were on
loan at the end of the reporting period.

The bonds denominated in US$ carry at fixed rate range from
4.750% to 13.750% per annum of which notional amount of
US$937,015,000 are callable and all bonds denominated in GBP
with notional amount of GBP24,500,000 carry at fixed rate range
from 5.875% to 7.250% per annum and are callable.

The bonds are traded in active market and stated at fair values at
the end of the reporting period. Their fair values are determined
by reference to market bid prices quoted by financial institutions
and brokers.
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0]

2019 2018
HK$'000 HK$'000
FTHET TR
8,975,533 6,685,515
62,820 78,481

= 1,921
9,038,353 6,765,917
1,670,271 1,350,090
7,368,082 5,415,827
9,038,353 6,765,917

R-ZE—h&F+_BA=+—H EH52E
T & 49 /58,975,533,000/8 7T (=& — )\
F :16,685,515,000/870) - & R ERTAIE A&
¥ #4)51,650,320,0008 0 (=T — \F:
1,006,669,000/ 7T ) 2 &% + IRIFIE S FE 5
BEBEASEZERRGESE THED T
SHMEEUARIEEBRA  MxEHE:

FARABERZELFBERETAEE R
MEHK EPEEBHEFZ2ERENA
90,709,000/ 7T ( —Z — )\ £ : 75,581,000
BIT) e

AZETTFHE 2 EH EE FF| & B4.750E =
13.750/F - Efh £ & € % A937,015,000%
TTZEE AR ER 2 EMARSEAEZE
% (4% © % £24,500,0005 8 ) [E & F F
R A5875E £7.250F 0 M AR ER -

BHRRRXERZTHEE R#@E MR
NRAFEIR - EHFZRFEIDRES R
BEBREL 2 TISEAREBETE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

27. FINANCIAL ASSETS MEASURED AT FAIR
VALUE THROUGH PROFIT OR LOSS (contd)

Notes: (Cont'd)

0)

(i)

(i)

(Cont'd)

Major terms of the bonds denominated in US$ and GBP are as
follows:

Notional amount Maturity
US$102,000,000 2020
Us$18,500,000 2021
Us$52,000,000 2022
US$177,000,000 2023
US$268,000,000 2024
US$40,000,000 2025
US$9,000,000 2036
US$21,000,000 2046
US$400,015,000 Perpetual
GBP24,500,000 Perpetual

Club and corporate debentures are stated at fair values at the end
of the reporting period. Details of the fair value measurements
are disclosed in Note 5(c).

The Group entered cross currency swaps during the years ended
31 December 2019 and 2018. As at 31 December 2019, the
cross currency swap was presented as current liability (Note 37)
(2018: current asset). The table below is prepared based on
the maturity date of the contract. The major terms of the cross
currency swap as at 31 December 2018 were as follows:

Asset EE

En/ Bra%Ely
-——FR"

US$/HKS$ cross currency swap
— Within 1 year

The Group used the cross currency swap to exchange US$
bank borrowing of approximately US$158,405,000 in HK$ bank
borrowing of HK$1,238,000,000.

The cross currency swap was stated at fair value as at
31 December 2018. Details of the fair value measurement are
disclosed in Note 5(c).

27. BRBRHURRIFETEZ

EREE ®

BiaE: (&)

0)

(i)

(iif)

NETRRGHEZBHFZEEZARMT

ZESH A
102,000,000% 7T —ETF
18,500,000 7T —E-—F
52,000,000 7T —E_—

177,000,0003 7T —EC-=4
268,000,000% 7T —EE
40,000,000% 7T —E-RF
9,000,000% 7T TE=REF
21,000,000 7T ZEERF
400,015,000% 7T KA
24,500,000 % § KA

R R & B R A T 550 A T 85
B o 2 FE B 2 515 2 R K S0P B

EEREE_ZT—NFER—ZT—N\F
A=+ HALFERGT Y EEEE .
—E-NFFTA=t—HZEEBEH
23 ERBEaE ([FE37) (ZE—N\F:
REEE) o NRIDIRIEAOEISHEES-
R-IE—NF+-_A=+—H EliEH
ZEEEFRT

2018
Notional amount Fair value
HEDE NS
US$'000 HK$'000 HK$'000
FET FAT FAT
158,405 1,238,000 1,921

AEBMUEERERBEETRITEEYD
158,405,000 T X BB TIRITIEE
1,238,000,000/% 7T ©

RZE—NF+-_A=+—8 &%
IAATFENER A AT EZFBED M
SR HFE -

I

“E-NEFR EA

]
e
i
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #4R& Bt 3R &R M &
For the year ended 31 December 2019 #Z T —NF+_A=+—HILFE

27. FINANCIAL ASSETS MEASURED AT FAIR 27. BREBRURMAFETEZ

VALUE THROUGH PROFIT OR LOSS (contd) EWMEE @

Included in non-current assets, there were financial assets RBEETEERABRER AR AFER
measured at FVTPL of approximately HK$1,670,271,000 (2018: EZEMEERN,670,271,00087L (ZE—N
HK$1,350,090,000). They were included in non-current assets £ :1,350,090,000/8 70) * RIEEF 2 #E 75
according to their intended holding periods. BHMmMT AEREEE -

28. FINANCIAL ASSETS MEASURED 28. FHiR H th 2 W i R R A F
AT FAIR VALUE THROUGH OTHER EitBEZERMEE
COMPREHENSIVE INCOME

2019 2018
HK$'000 HK$'000
FET F&T
Listed investments: FHiRE:
— Equity securities listed in Hong Kong —RBEE ERAE 5
(note (i) (MFEEQ) ) 18,578,652 20,167,000
Unlisted equity securities: EEMIRAES
— Incorporated in Hong Kong (note (ii)) — BB () ) 1,045,621 707,542
— Incorporated elsewhere — R E fth 3 [2 T R 2
(note (i) (B 3EGi)) 558,270 492,765
20,182,543 21,367,307
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 HE_-ZF

28. FINANCIAL ASSETS MEASURED
AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (contd)

Notes:

0)

(i)

(iif)

As at 31 December 2019, the Group's portfolio of listed equity
investments mainly comprised the Evergrande Shares. The
unrealised loss on fair value change of the Evergrande Shares
of HK$1,591,000,000 (2018: HK$3,052,253,000), which was
determined based on quoted market bid price in active market,
was recorded in financial assets measured at FVTOCI reserve
during the year ended 31 December 2019. The carrying amount
of the Evergrande Shares held by the Group as at 31 December
2019 was HK$18,576,000,000 (2018: HK$20,167,000,000).

As at 31 December 2019, the carrying amount of listed equity
securities was approximately HK$18,578,652,000 (2018:
HK$20,167,000,000), none of the listed equity securities were
available to be loaned to financial institutions for earning lending
fee income (2018: listed equity securities with aggregate carrying
amount of HK$1,195,950,000 were available to be loaned and
the same or substantially the same securities were returned to
the Group, pursuant to the terms and conditions contained in the
securities pooled lending agreements). None of the listed equity
securities (2018: nil) were on loan at the end of the reporting
period.

As at 31 December 2019, the carrying amount mainly comprised
investment in a property development project in Hong Kong
(10% interest) of HK$882,763,000 (2018: HK$540,659,000).

As at 31 December 2019, the carrying amount mainly comprised
investment in an exempted limited partnership formed under
the Exempted Limited Partnership Law (Revised) of the Cayman
Islands (“Cayman Islands Partnership”) of approximately
HK$467,915,000 (2018: HK$408,159,000).

The Cayman Islands Partnership has a term of ten years from the
date of initial closing. Purposes of the Cayman Islands Partnership
are to achieve exceptional returns by acquiring, holding and
disposing of equity, equity-related securities, high-yield structured
financial products, independently or with others, in companies
with various operations or such other activities.

28. BBHMEENRE

e M RRME
—hE+-AZ+-BLFE

2 DU R A P

BEfECEmEE »

(i)

(iif)

—hE+-A=+—8 K&EEZE
I'Dﬂleihﬁiﬂmix’jﬁﬁﬁﬁx o RER
2T NF+-_A=+—HLEFER
BERERMSZEAREMEETEARK
MR EEE 2 REHEEIE,591,000,000
BT (ZZ— )\ :3,052,253,000/% T ) B
RBBEME2EWSEIARBRAFEFEZ
PRMEECHBEAAK - RZZ—NF+=
A=+—H AKEFEEARKM KR
{8 7/18,576,000,000i8 7T ( =& — )\ 4 :
20,167,000,0003 7T ) °

R_E—AF+_A=+—8B LWk
KT H 2 BRE A 518,578,652,0008 7T
(== — )\ :20,167,000,000/& 7t ) * I
M _F AR AR TE A A R E H T s LABR
BEEEBRA(ZZE—NF: EEE#@%@%
1,195,950,000/8 7t 2 £ T J& A 38 25 AJ i £
H o WARIEEE B S EEWEHE 2 5 #A&
G ZEBLFRABSERZESFCRET
AREE) - RREHE Iﬁ(_g AN: =
wm)EH 2 A ES

—E-NE+ZA=+—B EFEHEET
DARER—BANEAZWEEREE
(15109 %5 ) 882,763,000/ 7T ( —Z— 1\
£F 1 540,659,000/ 7T ) ©

—E-AF+-A=1+—8 KEEIE
BRER—HIEHEHEREREERAE
X (KB RL 2 ERRBRAEE D
X ([AERSABLE]) 4467915000
BT (ZZ— )\ : 408,159,000/ 7T ) °

REREARCEMVSHIIRRERE+
F-HERBABLEZENRERET
FEEMABRBE BELHEZRER
Z A2 BAHBEE SRS RS2

w1 Iiiﬁﬂ%?uu FEMZIEBARGEE
E’J@
“E-NEFHR EAEBXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

28. FINANCIAL ASSETS MEASURED
AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (contd)

The quoted price in active market of equity securities listed in Hong

Kong represents quoted market bid price available on the Stock

Exchange.

For unlisted equity securities measured at fair value, details of the

fair value measurements are disclosed in Note 5(c).

Included in non-current assets, there were financial assets
measured at FVTOC! of approximately HK$20,182,543,000 (2018:
HK$21,367,307,000). They were included in non-current assets

according to their intended holding periods.

29. ADVANCE(S) TO INVESTEE COMPANIES
AND A NON-CONTROLLING
SHAREHOLDER

(@) The advances to investee companies are unsecured and
interest-free. The Group will not demand for repayment

within one year from the end of the reporting period and the

amounts are therefore shown as non-current.

(b) The advance to a non-controlling shareholder was unsecured
and interest-free. The Group would not demand for
repayment within one year from the end of the reporting

period and the amount was therefore shown as non-current.
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REMBRRME

For the year ended 31 December 2019 #Z T —NF+_A=+—HILFE

28. EBRHMEEWm ARRAF

29.

BifEzEe@MEEw

REBLTRAFFNERT IS 2WME T8
BTz M EARE-

RARFEFEZFLTRAEZESME  AF
B EZFBFEDRHESCQNEE -

FERB) & B B R i iR A At B T UK AR DA SR A

NEEFEZ S RVE E#H20,182,543,00078 7T
— = — )\ :21,367,307,000/ 70) ° R IE

E2HRERBRMETAFERDEE -

BNESIREQCTNR—BEFE
MR B SR FKIR

(@) BNUEXBREABDFRANEEMRLR
B ARBTGERNBEHRER —
FRMEETIE SO ZERBIEIER
PILE-

(b) BN —FEIFERBRFATEER RS
BoAREENTG2RNHEHREFT —
FREERER  WHZFRBRINEIERE
HE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

30. DEFERRED TAXATION 30. EEEBIIE
The following is the major deferred tax liabilities provided (assets LA 27K 52 B PR 7 3R 25 HA F) R 38 1F 4 45 B R
recognised) by the Group and movements thereon during the FEREBREEBZ BB (BEEZER) RE
current and prior reporting periods: o
Accelerated
Investment tax Tax
properties depreciation losses Total
RENE  MERERE BEEE aE
HK$'000 HK$'000 HK$'000 HK$'000
FAT TR FAR FhR
At 1 January 2018 RZZE-\$—A—H 22,959 27508 (2,521) 47946
Exchange adjustments I 5 50 % (129) (1,517) 92 (1,554)
Charged to the consolidated statement of ~ Rz& 2 EMEREF M
comprehensive income (Note 13) (HEE13) 2,227 2,004 370 4,601
At 31 December 2018 RZE-N\E+ZRA=1—H 25,057 27,995 (2,059) 50,993
Exchange adjustments E R AR 39 746 (46) 739
Charged to the consolidated statement of ~ Rz & 2 E MR F MG
comprehensive income (Note 13) (FtzE13) 6,328 3,900 (2,003) 8,225
At 31 December 2019 R-ZZ-NE+=A=+-H 31,424 32,641 (4,108) 59,957
For the purpose of the presentation in the consolidated statement MEEMBRRBEZ 2 ETRLEHIES
of financial position, certain deferred tax liabilities and assets BEREECIELHE R BREREZELR
have been offset. The following is the analysis of the deferred tax HEESRDTWT
balances for financial reporting purposes:
2019 2018
HK$'000 HK$'000
FET FHT
Deferred tax liabilities FEERIBEE 61,549 52,892
Deferred tax assets BEXEBIEEE (1,592) (1,899)
59,957 50,993

—E-hEFHR  EAExsm 231



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

30. DEFERRED TAXATION (contd)

31.

At the end of the reporting period, the Group has the following
major unrecognised deferred tax assets due to the unpredictability

of the future profit streams.

IRBIETE
P75 B 18

Accelerated tax depreciation

Tax losses

At the end of the reporting period, the Group’s unused tax
losses not recognised of approximately HK$33,473,000 (2018:
HK$23,588,000) will be expired in one to five years. Other
unrecognised tax losses may be carried forward indefinitely and

subject to the confirmation from the respective tax authority.

OTHER FINANCIAL ASSETS

(@) Pledged deposits

The amounts represent deposits pledged to banks and
other financial institutions to secure credit facilities granted
to the Group. Deposits amounting to approximately
HK$174,221,000 (2018: HK$154,195,000) have been
pledged to secure short-term borrowings and are therefore
classified as current assets. The remaining deposits
amounting to approximately HK$100,002,000 (2018:
HK$83,203,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

The pledged deposits carry interest at prevailing market
deposit rates. The pledged deposits will be released upon the

repayment of relevant borrowings.
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31. &

PR & HIR - AN SR B el 70 B DA TR R R 208 )
AERAT 2 T BREFIAEE

2019
HK$000
FTEx

2018
HK$'000
TAET

(279)
(266,849)

(285)
(271,661)

(267,128) (271,946)

RBER AEER —ERFREETARE
R 2 R AMIBEE L R33,473,000% 7T

— J\fF :23,588,000/8 7T ) - H KR AER
2RI EIE T IR AR WA ABRRER
ﬁg_m °

b mEE
() ERER

ZERBERERTRITRE b2 B
B EALAEEEREERBZER
#9174,221,0008 T (ZF — N F:
154,195,000/ 7T ) 2 17 5K E 1 & % 5
BEZER BEIBEARBEE -#
T 49100,002,0008 7 (= Z — )\ F
83,203,000/ 7t) 2 7 R E1E A KBS
BER B BRIERBEE-

WA B AR SR B B T 5 2 17 5UOR R 5
B -REERERERER
By AR R o

GlEERER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

31. OTHER FINANCIAL ASSETS (contd)

(b)

(9

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly

amounts due from clearing house, brokers and clients.

Time deposits, bank balances and cash

The time deposits and certain bank balances carry interest
at prevailing market deposit rates. As at 31 December 2019,
time deposits with maturity greater than three months
amounted to approximately HK$152,129,000 (2018:
HK$108,700,000) and the remaining deposits were with
maturity not greater than three months. The Group does not
hold collateral over the deposit balances. As at 31 December
2019, balances of cash and cash equivalents amounted to
approximately HK$413,190,000 (2018: HK$605,872,000).

32. DEBTORS, DEPOSITS, OTHER
RECEIVABLES AND PREPAYMENTS

3.  HbEMEE =

(b)

(9

EWESR S REARER

UEFZXSERALFREBERERAE
B BHRERERPFA

ERFR BITERRRE

TFHFERRE TIRITHERIZERTIS
ZHERFRFE -RZE—hE+=A
—+t—B FREZR=_EAZTHF
K& HH5152,129,0008 7 (=T —N\
4 :108,700,000870) - B T F R Z1F
HEATZN=ER -AEBLERT
RERBBEREF - R_T—NF+=A
=+t—R BekREeEEEELEHKRS
BH#) /413,190,000 7T (ZF — N\F:
605,872,000/ 7T ) °

32. EWERIE -2 & HitEWER

Trade receivables EWE 5 AR18

Less: Allowance for doubtful debts B R

Deposits and prepayments Ze RIEFFKIE

Other receivables E b fE AR 1A

Analysed for reporting purpose as: ERER G Z DT
Non-current FERBME
Current mENEE

=+
ERENKE
2019 2018
HK$°000 HK$'000
FET FET
12,185 3,985
(54) (432)
12,131 3,553
66,406 46,386
238,032 467,623
316,569 517,562
15,388 -
301,181 517,562
316,569 517,562
“E-AEFER ZEABEEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

32. DEBTORS, DEPOSITS, OTHER

REMBRRME

32. BWIR™E - #£€ - Hitt BUR

RECEIVABLES AND PREPAYMENTS (contd)

Included in debtors, deposits, other receivables and prepayments
are trade receivables of approximately HK$12,131,000 (2018:
HK$3,553,000) comprised rental receivables billed in advance
and settlements from tenants which are expected upon receipts of

billings and receivables from cosmetic business.

The carrying amounts of trade receivables (net of allowance for

doubtful debts) of the Group’s major businesses are as follows:

MERE
USreE S

Property leasing
Cosmetic business

The Group maintains a defined credit policy to assess the credit
quality of each counterparty. The collection is closely monitored to
minimise any credit risk associated with these trade receivables.
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 the aged analysis of trade receivables (net of
allowance for doubtful debts), presented based on the respective

revenue recognition dates, at the end of the reporting period:

0 - 30 days TE=+H
31 - 60 days =+—HAZX~+H
61 — 90 days At—BZEA+A
Over 90 days h+BMNUE
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B REMNKE @

JEWARIE - & B W ARTE RIER AR
FEEWE SIRIEXY12,131,0008 7T (ZZ— N\
£ :3,553,000/8 70 ) - BLFE T8 5t 5 i TE EA AR
PeaRrlRAErt Nz EEAS ARKE
A RER 2 EWARTE -

AEBEEFEEBRKE SRR (MR RER
) ZPREEWNT :

2019 2018
HK$'000 HK$'000
FTEx TAET
9,215 1,240
2,916 2313
12,131 3,553

AEBECHIFTAEZ EEREK UFEERS
FREEER AEEENERUKER B
REEREZFRVESRBERBZEER
R-HEMEXZHEAHRBPALIN - Eith
B 5 EHARBEER G KR FI B Z A 5KIEK
BEMERE-

BEFERAZERDBAZI 2 BWE 5K
B (MR REERS) NRERRZRERD TN
T

2019 2018
HK$°000 HK$'000
FET FET
7528 755
1,583 534
544 634
2,476 1,630
12,131 3,553




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

32. DEBTORS, DEPOSITS, OTHER
RECEIVABLES AND PREPAYMENTS (contd)

The following is the aged analysis of trade receivables which are

B REMNRE @

32. BWIR™E - #£€ - Hitt BUR

BB HERERE B E 5 RIE 2Rk D

past due but not impaired: TaT -
2019 2018
HK$'000 HK$'000
FER FAT
0 - 30 days TE=+H 7,095 949
31 - 60 days =+—BZEA+H 1,441 339
61 — 90 days At—AZENTH 188 63
Over 90 days h+AMNRE 1,985 1,433
10,709 2,784
Movement in the allowance for doubtful debts: RIEBHEH 2 EH):
2019 2018
HK$'000 HK$'000
FET FAET
At 1 January m—H—8 432 441
Impairment losses reversed in respect HMIEWE FHERIE 2
of trade receivables BB S 18 B (43) @)
Amount written off as uncollectible LI SENE /O] (335) ®)
At 31 December R+=A=+—H 54 432

For those past due but not impaired receivables, although the

Group does not hold any collateral as security, 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.

EBHERBOREZ ERRETS @ #AX
SEYEREEMERRDIERER ARECH
HEE BHEERRCBIABMERREZEE
BERELATE TR BZSEREMATRE - £
AEE—F (ZRREBREB) 2EERE-

—B-hEEH

EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

32.

33.

34,

DEBTORS, DEPOSITS, OTHER
RECEIVABLES AND PREPAYMENTS (contd)

Trade receivables over 90 days comprising rental receivables of
approximately HK$1,700,000 (2018: HK$969,000) which 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.

STOCK OF PROPERTIES

As at 31 December 2019 and 2018, all of the stock of properties

were completed properties.

As at 31 December 2019 and 2018, the Directors reviewed the
carrying amounts of the completed properties with reference
to prevailing market conditions and the estimated selling prices

provided by B.I. Appraisals.

During the year ended 31 December 2019, a write-down of
completed properties of approximately HK$681,000 (2018:
HK$2,549,000) was recognised in the consolidated statement of
comprehensive income as a result that net realisable value of a

completed property was lower than its carrying amount.

INVENTORIES

Finished goods R
Raw materials B4

All inventories were stated at the lower of cost and net realisable

value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

35. CREDITORS AND ACCRUALS 35. B BRIA R BT KA
Included in creditors and accruals are trade payables of ERNEREBEREGREREERENESHRELN
approximately HK$ 1,079,000 (2018: HK$6,555,000). 1,079,000 7t (=& — )\ ¥ : 6,555,000
JT) e
The following is the aged analysis of trade payables at the end of ENESRERREARZERSTHOT

the reporting period:

2019 2018
HK$'000 HK$'000
FET FHAT
0 - 90 days TEN+H 313 6,531
Over 90 days h+AMNRE 766 24
1,079 6,555
36. BORROWINGS 3. 6 &

2019 2018
HK$'000 HK$'000
FET FABT

Secured bank borrowings repayable ARTIHEEEEER

within a period of (note): RITIEE (M)

Less than one year —FUT 1,519,458 1,371,935

More than one year but within two years —F U LB E 2,216,145 131,385

More than two years but within five years MEN T ETBRRESF 1,985,815 4,312,602

5,721,418 5,815,922
Secured bank borrowing that contains B S 1R 2 Sk B R Rk 2 B R

repayment on demand clause RITEE (FIERBEE) -

(shown as current liability) but repayable WA 5 EAEER () :

within a period of (note):

More than two years but within five years ML LB S R F 592,476 601,279
Total secured bank borrowings BHEBIETEEES 6,313,894 6,417,201
Other secured borrowings repayable AR—FAEEREZ HhAEF

within one year R 7,128,365 7,330,474

13,442,259 13,747,675

Less: Amounts due within one year B — FAEIA 2 RIE (9.240,299) (9,303,688)

Amounts due after one year —F R8> 8 4,201,960 4,443 987

Note: The amounts due are based on scheduled repayment dates as MicE: ZEINHZeBRERBERHI2E
set out in the loan agreement(s). EREKBE-

—E-nEER #ABzss 237



238

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

36.

37.

BORROWINGS (contd)

The bank borrowings denominated in HK$ are variable-rate
borrowings which carry interest at HIBOR plus 0.68% or cost of
funds of a bank plus 0.90% (2018: HIBOR plus 0.68% or cost of
funds of a bank plus 0.90%) per annum.

The borrowings denominated in US$ and GBP from banks and a
financial institution are variable-rate borrowings which carry interest
at cost of funds of a bank plus 0.90% (2018: cost of funds of a
bank plus 0.90%) or ranging from LIBOR plus 1.08% to 1.62%
(2018: LIBOR plus 1.08% to 1.62%) per annum.

Other borrowings are variable-rate borrowings which carry interest
ranging from costs of funds of individual financial institutions plus
0.25% to 0.55% or HIBOR plus 1.10% to 1.95% (2018: costs of
funds of individual financial institutions plus 0.25% to 0.55% or
HIBOR plus 1.10% to 1.95%) per annum.

The Group's borrowings that are denominated in currencies other

than HK$ are set out below:

Us$ e
GBP HEE

DERIVATIVE FINANCIAL INSTRUMENT

B 1]

Cross currency swap
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2019 2018
HK$000 HK$'000
FET FET
2,602,251 2,124,371
4,078,918 4,131,919
6,681,169 6,256,290
7. TTEE®m I A
2019 2018
HK$°000 HK$'000
FET FHETT
6,060 -




37.

38.

39.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

DERIVATIVE FINANCIAL INSTRUMENT
(Cont'd)

The table below is prepared based on the maturity date of the contract.
The major terms of the cross currency swap as at 31 December 2019
are as follows:

Liability = |

En/ BrE¥ES
——FR

US$/HKS$ cross currency swap
— Within 1 year

The Group used the cross currency swap to exchange US$ bank
borrowing of approximately US$158,120,000 in HK$ bank borrowing of
HK$1,238,000,000.

The cross currency swap is stated at fair value as at 31 December 2019.
Details of the fair value measurement are disclosed in Note 5(c).

37. fTEERI A

TERIBEBESGOIHERE - R_T—NF+=

A=1+—H EBEBZETEBHROT:
2019

Notional amount Fair value

BESHE A¥E

US$‘000 HK$'000 HK$ 000

SEEZom FHET FET

158,120 1,238,000 6,060

AEBE S g TIRTTE E4158,120,000
ELR ] ABITIRITIEE1,238,000,000% 7T ©

RIE-NF+-A=+—0 BEERHAULT
BEIIfR- A FEFEZFBERHESQORRE -

SHARE CAPITAL 38. A&
Movements in the share capital of the Company during the year KRB ZBRARKTEEZEFHMNT :
were as follows:
Number of shares Share capital
RGHE B
2019 2018 2019 2018
HK$'000 HK$'000
FE T FhR
Ordinary shares of HK$0.10 each BREE0I0E T ERK
Authorised: EERA:
At 1 January and 31 December ®R—A—BE+=A=+—H 5,000,000,000  5,000,000,000 500,000 500,000
Issued and fully paid: BEITRERRA
At 1 January and 31 December R—A—-BRTZA=+—H 1,907,619,079  1,907,619,079 190,762 190,762

AMOUNTS DUE TO ASSOCIATES,
INVESTEE COMPANIES AND
NON-CONTROLLING SHAREHOLDERS

The amounts due to associates, investee companies and
non-controlling shareholders are unsecured and interest-free. The
associates, investee companies 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.

30. REBEQNT EZRERQNT
K JE 2 IR R SR AR IE

REABERT EIRERF RIFERBERR
BEREERRER REWENR EXKR
BRAIRFERRRTNEREEHRET —
FRBREEFKIE MR ETIATIEFRE
HE-

“E-NEFFHR FEAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 HE =T —hF+-_A=+—HIEFE

40. MAJOR NON-CASH TRANSACTIONS

41.

Save as disclosed elsewhere in these consolidated financial

statements, the Group did not have major non-cash transactions.

RECONCILIATION OF LIABILITIES ARISING 41.

FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities arising
from financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are those for which cash
flows were, or future cash flows will be, classified as cash flows from

financing activities in the Group's consolidated statement of cash

flows.

At 1 January 2018
Financing cash flows
Exchange adjustments
Dividends declared
Total interest (Note 11)
Qther changes

At 31 December 2018
(originally stated)
Effect on adoption of HKFRS 16

At 1 January 2019 (restated)
Financing cash flows
Exchange adjustments
Dividends declared
Increase in lease liabilties from
entering into new leases during the year
Total interest (Note 11)

At 31 December 2019

—T-\5-A-H
Eign
EREE
B ()
&)

- \f+ZA=+-H
(R%E23)

RBERUBREENE
a3

R-B-NE-A-R(E])

EXAE

EREE

RAEEAUHAOMENL
HERE

Mg ()

R=B-n¥+=R=t-H

REMBRRME

e

R

BAERA M ImERE
EYEIEIFRER

MEXBRELEAB YR

EZBENEERS)
NN SE
BXBEEZRaRE28E-

40. TEFRERH

f #Bo

R =12
IE B

PR EEE N K&

TR AEEBREXGHELEZBEED
BRERAERIFREEH-

BMEXRBHME

FAKBERE

EREMEXRADERF

Amounts
due to non-
Loan from  controlling lease  Dividend Interest
Borrowings  adirector shareholders liabilities payable payable Total
REFBR
#& EZER RRHE HEEE ERRE EfAE a5
HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TiER TAL Tk TAL TR TR
16,473,013 1,835,500 49,202 - - 17505 18375220
(Q487567)  (1835117)  (25,000) - (09838)  (343343)  (4900,865)
@3711) (383) - - - (950)  (239104)
- - - - 209,838 - 209,838
- - - - - 342,356 342,356
- - (25) - - - (25)
13,747,675 - 24,171 - - 15,568 13,787,420
- - - 1825 = = 1825
13,741,675 - 24,171 1825 - 15,568 13,795,245
(398,521) - (13920)  (11600)  (209,838)  (374,926)  (1,068,809)
93,105 = = - - (163) 92,94
- - 50,080 - 209,838 - 259,918
- - - 134,743 - - 134,743
- - - 1,086 - 315,110 376,856
13,442,259 - 333 132,054 - 16249 13,590,895
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% Mi 5=
For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

42. 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 granted to the Group and to secure the securities

transactions, are analysed as follows:

42. EEEA

RBERR  AEBERAEEER 2 —RIRTT
REMERBEARELRZZMEBRZEE
FREESHIT

2019 2018

HK$'000 HK$'000

FET FA&T

Investment properties A 12,248,623 12,770,552
Financial assets measured at fair value through BBERURBAFEFEZ

profit or loss CREE 8,975,533 6,685,515

Financial assets measured at fair value through 38 38 L fth 2 T W2 2 DA S Bt

other comprehensive income NFEFEZEMEE 18,578,652 18,760,000

Non-current pledged deposits IR B IR AR 17 3K 100,002 83,203

Current pledged deposits BN R K 174,221 154,195

40,077,031 38,453,465

As at 31 December 2019 and 2018, interests in certain subsidiaries
of the Company have been pledged as part of the security to secure
certain bank borrowings granted to the Group. In addition, the
Group had subordinated and assigned its advance to a joint venture
of approximately HK$158,818,000 (2018: nil) to a bank to secure
a banking facility granted to the joint venture as at 31 December
2019.

—NFRZE-NF+ZA=+—8"
RAARETFHBRAR ZEZEERIEALTE
EEEETROBEZHBOERR 1IN B

—NFFTZA=+—H AE@EM
Aﬁ AR RITEEERERTZE]

FRIFX)158,818,0008 7T (=T — NF - ﬂ)
g m&i‘ié%%—ﬁaﬁiﬁfv
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

43, CAPITAL COMMITMENTS 43, BEAEE
2019 2018
HK$'000 HK$'000
FET FA&T
Authorised and contracted for: BEHERBEEL:

Capital investment in limited partnership EREBLEZERIKE
(note) (HFEE) 77,912 98,387

Purchases of equipment and BERBLREEMEREE
leasehold improvement 54,033 -
131,945 98,387

Note: The Group had committed to make a capital contribution B 5
of US$100,000,000 (equivalent to HK$778,560,000)
in the Cayman lIslands Partnership. Up to the end of the
reporting period, approximately US$89,993,000 (equivalent
to approximately HK$697,973,000) (2018: US$87,437,000
(equivalent to approximately HK$677,957,000)) among the
contribution has been paid by the Group. The outstanding
amount was approximately US$10,007,000 (equivalent to
approximately HK$77,912,000, after exchange adjustment)
(2018: US$12,563,000 (equivalent to approximately
HK$98,387,000, after exchange adjustment)).

AEBEBFASHE AR EARBIEDL
100,000,000 7T ( #8 & #778,560,000
BRI ZERTE -BHERSEHRI
N & B 2 5% & #989,993,0003k 7T (10 E
M #9697,973,0008 L) (ZZT— N\ F:
87,437,000 7t (18 & M #1677,957,000
BIL) VEAERESHE - RIETEZSHEY
/410,007,000% 7t (#8 & M 4977,912,000
B (KERARR)) (ZT—)\F:
12,563,000 7t (18 & 7 £798,387,000/%
TL (B AREE) ) )

Other than the capital commitments as disclosed above, an BrIA_E#EEE 2 BARHEIEIN  REE M EHR R
interest-free funding undertaking in proportion of 51% (2018: %510 (ZZ— \F :50%) th il 2 % B HE
509%) has been provided by the Group to Landrich, in the event Acgh + BIE (] A i 2 48 18 ER 1T 3 & B 1 EX
that the funds raised from banks or financial institutions by Landrich FrEeRERETEEEESTREMmMMEL-
are not sufficient for satisfying any working capital requirements RZZB-NEFERZZE-N\F+_A=+—08"
at any time. As at 31 December 2019 and 2018, Landrich was in B RAAREEFENNEETRRER
net asset position and the Directors considered that Landrich had BEREACEEES WHRZESEHEARER
sufficient working capital and therefore no funding to Landrich was REES-

required as of those dates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

CONTINGENT LIABILITIES 44, AR EE
2019 2018
HK$000 HK$'000
TER FA&T
Guarantee given to a bank in respect of RIWBRARERIEAZ
banking facilities in lieu of the cash public RITEERURERS
utility deposit jointly utilised by subsidiaries NEE S TG
RITHRRME 2 R 15,000 15,000
Guarantees given to banks in respect of REZREQNREAZRIT
banking facilities utilised by investee EEfEmmRITREZER
companies/indemnity given to a third party H—EEZIRE QR E@R
in relation to an investee company FE=ARTZRERE 613,830 625,178
Guarantee given to a bank in respect of REEERRYPAZRITEER
a banking facility utilised by a joint venture if A — A ER1T IR 4 2 R 90,000 -
718,830 640,178
No provision for financial guarantee contracts and/or deed of HREFRAREBNEARE WX _T-AFR
indemnity have been made as at 31 December 2019 and 2018 as TE-N\F+ A=+ BRI ERVBER
the Directors considered the default risk is low. BHIRHRERBZIBELRE-
OPERATING LEASES 45. EXHEYN

The Group as lessee

During the year ended 31 December 2018, the amount of
minimum lease payments paid by the Group under operating
leases in respect of premises and equipment was approximately
HK$42,733,000.

As at 31 December 2018, the Group had commitments for future
minimum lease payments under non-cancellable operating leases,

which fall due as follows:

Within one year E—F
F-x

In the second to fifth year inclusive

FEBER/EBA

RBEE-_ZE—)\E+-_A=+—RH1IEER"
AEBEREEVERIB2EERNINZ
SIS EL AE42,733,00008 7T °

RZB-NF+ZA=+—H FREEZRTA
BHEERN Z A RFEBES KB ZAER
TFI AR RIE

2018
HK$'000

TR

15,464

FHAF (BIEEREME) 4,674

20,138

“E-NEFFHR FEAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

45. OPERATING LEASES (contd)

The Group as lessee (Cont'd)

Operating lease payments mainly represent rentals payable by the
Group for certain of its office properties held under leases which
were previously classified as operating leases under HKAS 17.
Most of the leases of properties were negotiated for term ranging
from one to three years for the year ended 31 December 2018.
The Group has initially applied HKFRS 16 using the modified
retrospective method of adoption. Under this method, the Group
adjusted the opening balances at 1 January 2019 to recognise
lease liabilities relating to these leases (details are set out in Note
2). From 1 January 2019 onwards, future lease payments are
recognised in lease liabilities in the consolidated statement of
financial position in accordance with the accounting policies set out
in Note 3(m).

The Group as lessor

Property rental income earned during the year was approximately
HK$522,963,000 (2018: HK$544,533,000) less outgoings of
approximately HK$17,014,000 (2018: HK$17,231,000).

Variable lease payments that do not depend on an index or a
rate amounted to approximately HK$263,000 for the year ended
31 December 2019.

The investment properties of the Group are expected to generate
annual rental yields of 2.07% to 5.22% (2018: 2.15% to 4.72%)
on an ongoing basis. Most of the properties held in Hong Kong
have committed tenants ranged from two to three years and in the

United Kingdom have committed tenants over five years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

OPERATING LEASES (contd)

The Group as lessor (Cont'd)

The following table sets out a maturity analysis of lease payments,

showing the undiscounted lease payments under non-cancellable

45. EEEN @

FEEEREBA (B

ATFIRTSEENKZBIH B 517 BURR
SHHMERBTARE EXHETHE R

operating leases to be received after the reporting date.

B2 REERMEENK-

Within one year E—FR
More than one year but within two years — & LA 1B R 38 R
More than two years but within three years ML LB =
More than three years but within four years = F A LB EB 8 Y
More than four years but within five years PO DA BB i f A
More than five years R

RETIREMENT BENEFIT SCHEMES

The Group operates defined contribution retirement schemes in
Hong Kong, namely the Occupational Retirement Scheme (“ORSO
Scheme") and the Mandatory Provident Fund Scheme ("MPF
Scheme"). Contributions to the ORSO Scheme made by the Group
are based on a percentage of employees’ salaries ranging from 5%
to 10%, depending upon the length of service of the employees.
From 1 December 2000, newly joined employees are compulsorily
required to join the MPF Scheme. The employer and its employees
are each required to make contributions to the scheme at rates

specified in the rules of the MPF Scheme.

The total costs charged to the consolidated statement of
comprehensive income of approximately HK$8,408,000 (2018:
HK$8,450,000) represented contributions payable to these

schemes by the Group for the year.

2019 2018
HK$'000 HK$'000
FTHET TR
337,655 464,552
234,618 362,409
166,829 180,267
101,110 135,987
55,559 83,451
329,870 364,299
1,225,641 1,590,965

6. R{KEF 5 &

AEE2EFBRARERKAE R ABER
REHE (TR SORINGTE)) RBFIEREE G
g ([mE2atE]) - NEBE R BERKG S
1 1B & %7 Bl 2 5%% 10%¢%3t 53X (1R F & & IR
BEE) A-_TETFL_A—HEMAR
SEZzHREHELNBESE - BENE
BYFREES IR ATIAZ LR HK -

REGEEKREWMENBZIERBRBOR
8,408,000/8 7T ( —F — J\ % : 8,450,000/8
To) o BVARSRBRNAE E R ik F AT SR 2 £

o
A °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

47. MATERIAL RELATED PARTY

TRANSACTIONS

Transactions:

In February 2019, the Group entered into a three-year lease
("Lease") and a framework agreement (“Framework Agreement”) in
respect of leases of certain leasehold properties held by a company
controlled by a Director and a trustee of substantial shareholders
of the Company (“Trustee of Substantial Shareholders”) as the
headquarter of the Group. In October 2019, the Group entered into
a three-year subsequent lease (“Subsequent Lease") in respect of

leases of the leasehold properties under the Framework Agreement.

Under the Lease and the Subsequent Lease, the respective
amounts of rent payable per month are HK$1,025,000 and
HK$3,184,000; the respective amounts of building management
fee payable per month are approximately HK$110,000 and
approximately HK$334,000; and the respective amounts of
security deposit paid as at 31 December 2019 were approximately
HK$3,559,000 and approximately HK$11,031,000. At the
commencement date of the Lease and the Subsequent Lease,
the Group recognised the present value of the lease payments
over the lease term as lease liability and the aggregate amount of
lease liability and estimated costs to be incurred by the Group for
restoration of the property as right-of-use asset. As at 31 December
2019, the carrying amounts of the lease liability of the Lease
and the Subsequent Lease were approximately HK$26,125,000
and approximately HK$101,340,000 respectively and the right-
of-use asset of the Lease and the Subsequent Lease were
approximately HK$26,388,000 and approximately HK$105,983,000
respectively. Rent and building management fee for the year
ended 31 December 2019 of the above transactions amounted
to approximately HK$9,967,000 in aggregate. The transactions of
the Lease, the Framework Agreement and the Subsequent Lease
constituted connected transaction and continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules. Details were disclosed in the announcement of the Company
dated 28 February 2019 and the paragraph headed “Connected
Transactions” in the section headed "Directors’ Report” of this

annual report.
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For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

47. MATERIAL RELATED PARTY

TRANSACTIONS (contd)

Transactions: (Cont'd)

Save as disclosed above and elsewhere in these consolidated
financial statements, the Group had the following material

transactions with related parties during the year:

Income received from associates:
Interest income
Accountancy fee
Management fee

Consultancy fee

Income received from Directors and/

or the Trustee of Substantial Shareholders,
close family members of Directors and/

or the Trustee of Substantial Shareholders,
companies controlled by Directors and/

or the Trustee of Substantial Shareholders
and a company controlled by a close family
member of Directors and/or the Trustee of

Substantial Shareholders:

Rental services

Property management services,
leasing administration services and
property administration services

Advisory and consultancy services

Other ordinary services

Licence fee and building management fee paid
to companies controlled by a Director and

the Trustee of Substantial Shareholders

Rent and building management fee paid to

associates
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%

For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

47. MATERIAL RELATED PARTY
TRANSACTIONS (contd)

Transactions: (Cont'd)

Interest income was charged at the prevailing market rates based
on outstanding balances during the year. Accountancy fee and
consultancy fee were charged based on an appropriate allocation of
costs incurred by central administrative departments of the Group.
Management fee, licence fee, rent, building management fee and

security deposit paid were determined based on terms similar to

those applicable to transactions with unrelated parties.

Rental services, property management services, leasing
administration services, property administration services, advisory
and consultancy services and other ordinary services (details were
disclosed in the announcement of the Company dated 31 October
2017) were charged at the terms agreed by both parties. These
related party transactions also constituted continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules. Details of these continuing connected transactions are

disclosed in the paragraph headed “Connected Transactions” in the

section headed "Directors’ Report” of this annual report.

During the year ended 31 December 2019, the Group entered
into facility agreement with a Director. At the request of the Group,
the Director has agreed to make available to the Group a revolving
loan facility of up to HK$2,000,000,000 with termination date
falling beyond one year from 31 December 2019 of which no loan
was drawn as at 31 December 2019, the facility is unsecured and
interest-free. The transaction was fully exempted from reporting,

announcement, independent shareholders’ approval and annual

review requirements under Chapter 14A of the Listing Rules.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 BE =T —hF+-_A=+—HIEFE

47. MATERIAL RELATED PARTY

TRANSACTIONS (contd)

Balances:

Save as disclosed above, at the end of the reporting period,
the Group had balances with Directors and/or the Trustee of
Substantial Shareholders, companies controlled by Directors and/
or the Trustee of Substantial Shareholders and/or a close family
member of Directors and/or the Trustee Substantial Shareholders
of approximately HK$21,249,000 in aggregate which was included
in debtors and other receivables (2018: HK$19,341,000 included
in debtors and other receivables and HK$10,843,000 included in
creditors and accruals).

Details of the balances with other related parties at the end of the
reporting period are set out in Notes 25, 26, 29(b) and 39.

Key management personnel emoluments:

Remuneration for key management personnel is disclosed in Notes
15 and 16. The remuneration of the Directors and senior executives
is recommended by the Remuneration Committee for the approval
of the board of Directors having regard to the performance of
individuals, their respective duties and responsibilities in the Group

and the prevailing market condition as appropriate.
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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

31 December 2019 which principally affected the results or assets

of the Group.

Name of subsidiary
WEAFEE

Alpha Team Limited

Cardin Factory Limited
RRBBERLA

Chase Master Company Limited
REBRAT

Chinese Estates, Limited

EANBRERAA
Chinese Estates

(Harcourt House) Limited
Conduit Road Development Limited

TREXRARAF

Country Homes Limited

Estate Rose Limited

Ever Ideal Limited

Evergo China Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

48. PARTICULARS OF PRINCIPAL

Place of
incorporation/
operation
FmEL/
ey

British Virgin Islands
RBEARES

Hong Kong
B

Hong Kong
B

Hong Kong
B

Hong Kong
B

Hong Kong

Hong Kong

British Virgin Islands
RBEARES

British Virgin Islands/
Hong Kong

REgRERES/
Bk

Bermuda/
Hong Kong

BRE/
&8

Class of share/
registered
capital held
FriRe,/
EMERRR

Ordinary
ERR

Ordinary
ERR

Ordinary
ERR

Ordinary
ERR

Ordinary
ERR

Ordinary
gl

Ordinary

ERR
Non-voting
deferred ordinary
ERRE
EREBR
Non-voting
deferred founder
BRRE
BB ARR

Ordinary
ERR

Ordinary
ERR

Ordinary
AR
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48. T EM B LA AIFHTRE

BoMBRARZFE-.
Issued and
fully paid Proportion of
share capital/  paid-up share capital/
registered registered capital
capital held by the Company
BEETRAR KARFEHERE/
RE/ERER EMERZAEDL
Directly Indirectly
EE GF:3
US$1 - 100%
ESH
HK$2 - 100%
28T
HK$2 - 100%
28T
HK$1,000 100% -
1,000 7T
HK$200 - 100%
2007
HK$10,000 - 70%
10,000/ 7T
HK$200 - 100%
2008 7T
HK$164,400
164,400 70
HK$1,000
1,000/ 7T
US$1 - 100%
1%
US$1 - 100%
1%
HK$100,775,869.10 - 100%

100,775,869.10% 7T

EXERRIILE2MMBRARAZFETREB
RITR -8 TRAFIIN -_F-NEFE+=
A=+ AHAKREZXEHEERERY

Principal activities

TEREER

Investment holding

RERR

Property trading

Securities investment
ERRE

Investment holding
and provision of
management services
REERR
REEERY

Property investment
ESEE)
Property trading

Property investment

NERE

Securities investment
EHRRE

Securities investment
EHRRE

Investment holding

RERR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

48. PARTICULARS OF PRINCIPAL 48. T EMB R AR ®
SUBSIDIARIES (contd)
Issued and
fully paid Proportion of
Place of Class of share/ share capital/  paid-up share capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary ERAL/ FriERe,/ BRIRMR RRAMBHRRE/ Principal activities
WERFEE BeEny EMERRR RE/ERER dfExzEo TEXK
Directly  Indirectly
EE &
Evergo Holdings (China) British Virgin Islands/ Ordinary US$2,509,454 - 100% Investment holding
Company Limited Hong Kong ERR 2,509,454 T RERR
EEREE(PE)ERAR SREARES/
&E
Express Right Limited British Virgin Islands/ Ordinary UsS$1 - 100% Property investment
AEBRRA United Kingdom AR (E NERE
RERERES/
#
Fair Eagle Finance Credit Limited Hong Kong Ordinary HK$10,000,000 - 100%  Securities margin financier
AEERARAA Bl gl 10,000,000/ T BARECHE
Fair Eagle Futures Company Limited ~ Hong Kong Ordinary HK$5,000,000 - 100% Broking and dealing in
REHEERLF e gl 5,000,000% T futures contracts
HRANBLEREE
Fair Eagle Securities Company Limited Hong Kong Ordinary HK$228,000,000 - 100% Provision of brokerage
AEEFBRLA BB LB 228,000,000/ 7T RS RS
Flying Ease Limited British Virgin Islands Ordinary UsS$1 - 100% Securities investment
ARERRF REAARES AR 1% BHRE
Grade World Investment Limited Hong Kong Ordinary HK$2 - 100% Securities investment
Mt REFRAR Bk AR 28T BHRE
Hillsborough Holdings Limited British Virgin Islands/ Ordinary UsS$1 - 100% Property investment
Hong Kong AR (E NERE
RERERES/
BE
Knightlights Property International S.A. Luxembourg/ Ordinary GBP33,000 - 100% Property investment
United Kingdom gl 33,0005 4% NERE
ERE/
#
Lucky Way Company Ltd. British Virgin Islands/ Ordinary Us$1 - 100% Securities investment
(Business name: Hong Kong ERR (E FHRE
Lucky Path Limited) RBERRES/
(%BER: B
Lucky Path Limited)
Oriental Master Ltd. British Virgin Islands Ordinary Us$1 100% - Investment holding
REABARES ERR (B RERR
Paul Y. (New Tunnel) Limited Hong Kong Ordinary HK$2 = 100% Investment holding
RE (MBE)FRAR BE EBR 28T RERR
Paul Y. Holdings Company Limited Cayman Islands/ Ordinary HK$70,715,005.70 100% - Investment holding
Hong Kong EBR 70,715,005.707 7T RERR
HERE/
0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R& Bi % 3R & M &%
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

48. PARTICULARS OF PRINCIPAL 48. T EH B QA RIFE @

SUBSIDIARIES (contd)

Issued and
fully paid Proportion of
Place of Class of share/ share capital/  paid-up share capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary ERAL/ FriERe,/ BRIRMR RRAMBHRRE/ Principal activities
WERFEE BeEny EMERRR RE/ERER dfExzEo TREHR
Directly Indirectly
EE &
Perfect World Company Limited Hong Kong Ordinary HK$10,000 - 100% Estate management
BENZERERAA BE ERR 10,000/ 7T nEERE
River Court Properties Limited Isle of Man/ Ordinary GBP2 - 100% Property investment
United Kingdom ERR PES:] NERE
5RE/
&
Smart Ocean Limited British Virgin Islands Ordinary UsS$1 - 100% Investment holding
REAARES AR 1% RERR
Speed Win Limited Hong Kong Ordinary HK$2 - 100% Property trading
AEFRAF Bk AR 28T NXEE
State Smart Limited British Virgin Islands/ Ordinary UsS$1 - 100% Property investment
REBRAA United Kingdom LEk 1%7T MERE
RERERES/
g
The House of Kwong Sang Hong Hong Kong Ordinary HK$500,000 - 100% Cosmetics distribution
Limited & LRk 500,000 7T and trading
EEZERRA R HERES
Tycoon Fame Limited British Virgin Islands Ordinary UsS$1 - 100% Investment holding
FTRERAF REAARES AR 1% RERR
Wing Lee Development Limited Hong Kong Ordinary HK$2 - 100% Securities investment
KARRERRR Bk AR 28T BHRE
EER (AR CEEBERAF  PRC Registered US$500,000 - 100% Property investment
(Fvergo (Beijing) Corporate H FMER 500,000% T MERE
Management Co,, Ltd.)*
Fxm (LR)REEMARRAR  PRC Registered US$20,000,000 - 100% Property trading
(Evergo Investment Counsel & EMER 20,000,000% T NEEE
(Beijing) Co., Ltd.)*
None of the subsidiaries had issued any debt securities subsisting at RS BRI AE R AR - AR B A R
the end of the reporting period or at any time during the reporting BATEMERES -

period.

4 Wholly foreign-owned enterprise
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

49. PARTICULARS OF PRINCIPAL ASSOCIATES
AND JOINT VENTURE

The Directors are of the opinion that a complete list of the
particulars of all associates and joint venture would be of excessive
length and therefore the following list contains only the associates
and joint venture as at 31 December 2019 which principally

affected the results or assets of the Group.

Associates

49. TEBENTREELAHE

EXERRIILE2MBERALRAERRZH
BLRBEBBRITE B TRRHIN_-F
—NEFT A=+ BHAKEEZXEREE
BEEFEZBMERRNEERRZFE

Place of Class of share/
incorporation/ registered
operation capital held
Name of associate EMEL FiERSA,/
BENTER Reh HEMERER
Best Profit Limited Hong Kong Ordinary
FEFRAA & Rk
Direct Win Development Limited Hong Kong Ordinary
BRERFRAA &k EER
Finedale Industries Limited Hong Kong Ordinary
EHEXBRAF EE ERR
Power Jade Limited British Virgin Islands/ Ordinary
(Business name: Hong Kong TRk
Power Jade Capital Limited) ~ EB#&BREE/
(RBaf: G
Power Jade Capital Limited )
The Kwong Sang Hong Bermuda Ordinary
International Limited BRE TRk
REBMAEBRAR PRC Registered
Oriental Arts Building Co., Ltd.f H & AR
f Sino-foreign equity joint venture enterprise
Joint Venture
Place of
incorporation/
operation Class of
Name of joint venture EMARL/ share held
RENAER Jeh P4 Rl
Landrich (HK.) Limited* Hong Kong Ordinary
B (FB)BRAR &k EER
* A sale and purchase agreement for acquisition of the remaining 49%

interest in Landrich was completed on 28 February 2020 and Landrich has

become a wholly-owned subsidiary of the Company thereafter.

BERE
Issued and
fully paid Proportion of
share capital/ equity attributable
registered indirectly
capital to the Company
ERTRARE AA R EES Principal activities
BE/ERER RAEZBEAL TEEH
HK$1 25% Property investment
BT and trading
NEREREE
HK$900 33.33%0 Property trading
900/ 7T NEER
HK$9,999 33.33% Property investment
9,999% 7T MERE
US$20 50% Investment holding
20%7T REZR
HK$100,000 50% Investment holding
100,000/ 7 RARR
US$24,920,000 50% Property investment
24,920,000% T and hotel operation
MEREREEER
! hOMEE R
EEAA
Proportion of
Issued and equity attributable
fully paid indirectly
share capital to the Company
BERITRER ARRBEES Principal activities
B RAZEAL TEXH
HK$1,000 51% Property investment
1,000 7T ESI
E W T 400 m 2 ERHAN T _TF
ZAZtHN\HEEER MERERBARE—
He2ERANBRF -
“E-NEFHR EAEBXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019 #E —ZE—hNE+_A=+—HIFE

50. STATEMENT OF FINANCIAL POSITION

AND RESERVES OF THE COMPANY

Non-current assets kRBEE
Investments in subsidiaries WBARIRE
Loans to subsidiaries WEBARERK

Current assets REBEE
Amounts due from subsidiaries S EPNEI=EE
Other current assets EMRisEE
Bank balances RITH A

Current liabilities REBEE
Amounts due to subsidiaries SS=L NS NEIE ]
Other current liabilities HEtmEaE

Net current assets REBEEFE

Total assets less current liabilities EEABRRBAE

Equity attributable to owners of AABEREA
the Company FEAL R AR 25
Share capital [N
Capital redemption reserve BARE OB
Other reserve HAnfE G
Retained profits RE R A

Total equity BAER AR

Non-current liability FRBEE
Loans from subsidiaries WEBAREE

Approved and authorised for issue by the board of Directors

23 March 2020 and signed on its behalf by:

Chan, Sze-wan BR 5 8E
Director EZE

CHINESE ESTATES HOLDINGS LIMITED  ANNUAL REPORT 2019
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50. A B B 5RO ARk I 4R

Note
B 5

38

2019 2018
HK$'000 HK$'000
FET FET
5,135,893 5,135,893
2,654,119 2,702,428
7,790,012 7,838,321
11,372,202 11,613,282
286 421
52,697 7,955
11,425,185 11,621,658
74,503 66,112
2,136 1,150
76,639 67,262
11,348,546 11,554,396
19,138,558 19,392,717
190,762 190,762
138,062 138,062

9 9
16,422,725 16,631,884
16,751,558 16,960,717
2,387,000 2,432,000
19,138,558 19,392,717

EEEEeN T TFE=F _+t=H#tE
REEED YA TIEEKEREFTERE:

Lam, Kwong-wai

Director

BF



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

50. STATEMENT OF FINANCIAL POSITION

AND RESERVES OF THE COMPANY (contd)

50. A B B B R ARk I 4R

(#&)

Reserve movement of the Company ARFZRBEEE
Capital
redemption Other Retained
reserve reserve profits
EAFEE FE H %5 HREHEF
HK$'000 HK$'000 HK$'000
FHET FHET FET
At 1 January 2018 W-Z—\F—H—8 138,062 9 16,836,005
Profit for the year REREHF - - 2,447
Interim dividend for 2018 paid BENZZE-NFFHRE - - (19,076)
Final dividend for 2017 paid BENZZE—tEFREARE - - (190,762)
Unclaimed dividends forfeited (note) %MWK SEEL 2 f% 8 (ML) - - 3,270
At 31 December 2018 RZZE—)N\F
+=ZA=+—H 138,062 9 16,631,884
Profit for the year NEE R F - = 679
Interim dividend for 2019 paid ENZZE-AFFHERE - - (19,076)
Final dividend for 2018 paid BENZZE-NFRERE - - (190,762)
At 31 December 2019 R-ZZE-N#F
+=—A=+—H 138,062 9 16,422,725
Note: Unclaimed dividends forfeited represented dividends declared by MiFE: BRAKRWERZREDNERARTR-E

——FNA+ AR ZATIRMARE Z
BRARZZE—N\FZA =+ /\BIIRER
ZBRE -REE—_T— ) \F+-_A=1+—
BIEFEER DABERZRESEN S
3,270,000/ 7T B #5048 U 7 82 48 = (R B U
Fl o

the Company on or before 17 August 2011 remaining unclaimed
by shareholders of the Company on 28 February 2018. During
the year ended 31 December 2018, unclaimed dividends
amounted to approximately HK$3,270,000 were forfeited and
transferred to retained profits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 HE_-Z

“NEFTZA=t—HILFE

51. EVENTS AFTER THE REPORTING PERIOD

Save as disclosed elsewhere in these consolidated financial

statements, the Group had the following transactions after the end

of the reporting period:

0]

(i)

Acquisition of the remaining 49% interest in Landrich

On 10 January 2020, an indirect wholly-owned subsidiary
of the Company, as the purchaser, entered into a sale
and purchase agreement with another shareholder of
Landrich, as the seller, pursuant to which, the purchaser had
conditionally agreed to acquire the remaining 49% of the
entire issued share capital of Landrich and the sale loan at
an aggregate consideration subject to a maximum amount
of HK$360,000,000. The transaction was completed on
28 February 2020. Details of the transaction were disclosed
in the announcement of the Company dated 10 January
2020.

Major and connected transaction in relation to

disposal of sale debt securities

On 29 January 2020, three indirect wholly-owned
subsidiaries of the Company, as the sellers, entered into a
disposal agreement with Ms. Chan, Hoi-wan, an executive
Director and the Trustee of Substantial Shareholders indirectly
held an aggregate of approximately 50.02% of the total
issued share capital of the Company at the time of entering
into the disposal agreement, as the purchaser, in relation
to the disposal of certain debt securities (“Disposal”) at a
consideration which shall be determined based on the higher
of (i) 100% of the proposed principal amount for debt
securities; and (i) the prevailing market bid price for each
individual debt securities. The aggregate transaction amount
of the Disposal shall be subject to the cap amount equal to
HK$8,000,000,000. Completion of the disposal agreement
is conditional upon, among others, obtaining approval of
independent shareholders of the Company. The Disposal was
approved by the independent shareholders of the Company
at the special general meeting of the Company held on
23 March 2020. Details of the Disposal were disclosed in
the announcements of the Company dated 29 January 2020
and 23 March 2020 and the circular of the Company dated
28 February 2020.
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(ii)

W BB R ¥ 82 T 49%RE 25
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mz
For the year ended 31 December 2019 #ZE T —NE+_A=+—HILFE

51. EVENTS AFTER THE REPORTING PERIOD
(Cont'd)

(iii) Discloseable transaction for disposal of perpetual

(iv)

bond

On 19 March 2020, the Group disposed of the 7.5% fixed
rate resetting perpetual subordinated contingent convertible
securities issued by Standard Chartered PLC (the shares of
which are listed on the London Stock Exchange, the Stock
Exchange (stock code: 2888), the Bombay Stock Exchange in
India and the National Stock Exchange in India) (“Perpetual
Bond") in the principal amount of US$2,500,000 (equivalent
to approximately HK$19,490,000) through OTC market for a
consideration of approximately US$2,265,000 (equivalent to
approximately HK$17,655,000) (inclusive of accrued interest)
("Bond Disposal”). The Bond Disposal (when aggregated
with the conditional disposal of the Perpetual Bond under
the Disposal mentioned in Note 51(ii) above) constituted a
discloseable transaction for the Company under the Listing
Rules. Details of the Bond Disposal were disclosed in the

announcement of the Company dated 20 March 2020.

Outbreak of novel coronavirus

Since December 2019, the outbreak of novel coronavirus
("COVID-19") has impact on the global business
environment. Pending the development and spread of
the epidemic subsequent to the date of the approval of
these consolidated financial statements, further changes in
economic conditions for the Group arising thereof may have
impact on the financial results of the Group, the extent of
which could not be estimated as at the date of the approval
of these consolidated financial statements. The Group will pay
close attention to the development of COVID-19 and evaluate
its impact on the financial position and operating results of

the Group.

52. AUTHORISATION FOR ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of Directors on 23 March 2020.

51. REHKREIE =)

(iii) FHRHEXKEAESFZATRERS

(iv)

RZE-ZTF=ZA+IB AEEEB
BONRGMBHEREITEBRARA
Al (HBRHRABBEELER S BXAT
(B :2888) AR ENE R E FH
RGMENERRBSRZ S ET)
17 A& % 52,500,000% ¢ (FBE R4
19,490,000/ 7T ) 2 7.5/% E & F L Al &
BB IR BB A TR FE S ([KEE
%) R{E#X 5H2,265000%k 7T (HHE
M #917,655,000%8 7T) (BIEEETFE)
(MEHFHE]) - BRBELTHA - EHH
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