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CORPORATE INFORMATION
A=

DIRECTORS

Executive Directors:

Chan, Sze-wan (Chief Executive Officer)
Chan, Hoi-wan

Chan, Lok-wan

Lam, Kwong-wai

Non-executive Directors:
Lau, Ming-wai (Chairman)

Amy Lau, Yuk-wai

Independent Non-executive Directors:
Chan, Kwok-wai
Phillis Loh, Lai-ping

Ma, Tsz-chun

AUDIT COMMITTEE

Chan, Kwok-wai (Chairman)
Phillis Loh, Lai-ping

Ma, Tsz-chun

INVESTMENT COMMITTEE

Chan, Sze-wan (Chairman)
Lam, Kwong-wai (Chief Investment Officer)
Chan, Kwok-wai

Ma, Tsz-chun

NOMINATION COMMITTEE

Phillis Loh, Lai-ping (Chairman)
Chan, Kwok-wai

Ma, Tsz-chun

REMUNERATION COMMITTEE

Chan, Kwok-wai (Chairman)
Phillis Loh, Lai-ping
Ma, Tsz-chun

COMPANY SECRETARY

Lam, Kwong-wai

AUTHORISED REPRESENTATIVES

Chan, Sze-wan

Lam, Kwong-wai
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SOLICITORS

(Listed in alphabetical order)
King & Wood Mallesons
Reynolds Porter Chamberlain
S.Y. Wong & Co.

INDEPENDENT AUDITORS

HLB Hodgson Impey Cheng Limited

BANKERS

(Listed in alphabetical order)

China Construction Bank (Asia) Corporation Limited
Deutsche Bank AG, Singapore Branch

OCBC Wing Hang Bank Limited

Oversea-Chinese Banking Corporation Limited

The Bank of East Asia, Limited, London Branch

PLACE OF INCORPORATION

Bermuda

REGISTERED OFFICE

Victoria Place, 5th Floor
31 Victoria Street
Hamilton HM 10

Bermuda

PRINCIPAL OFFICE IN HONG KONG

26th Floor, China Evergrande Centre
38 Gloucester Road

Wanchai, Hong Kong

Will be relocated in April 2020 to:
21st Floor, Chubb Tower

Windsor House

311 Gloucester Road

Causeway Bay, Hong Kong

PRINCIPAL REGISTRAR AND TRANSFER OFFICE

MUFG Fund Services (Bermuda) Limited
4th Floor North, Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda
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CORPORATE INFORMATION AR &EX

BRANCH REGISTRAR AND TRANSFER OFFICE
IN HONG KONG

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Tel:  (852) 2862 8555

Fax:  (852) 2865 0990/(852) 2529 6087

OFFICE IN THE PEOPLE'S REPUBLIC OF CHINA

Room 1003, 10th Floor, Oriental Place
No. 9 East Dongfang Road

North Dongsanhuan Road

Chaoyang District, Beijing, PRC

Post Code: 100027

Tel:  (8610) 6466 0638

Fax:  (8610) 6466 0238

WEBSITE

http://www.chineseestates.com

STOCK CODE

127

BOARD LOT

500 shares

INVESTOR RELATIONS

For enquiries relating to investor relations, please contact:
Tel:  (852) 2866 6999
Fax: (852) 2866 2822/(852) 2866 2833

E-mail:investor.relations@chineseestates.com
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EXECUTIVE DIRECTORS

Ms. CHAN, Sze-wan, aged 41, joined the Group (the Company together
with its subsidiaries, the “Group”) in 2002 and has been appointed as
an Executive Director of the Company since 2012. She acts as the Chief
Executive Officer of the Company since 2015 and also acts as a director
of certain subsidiaries of the Company. Ms. Chan is also the chairman of
the investment committee of the Company. She is responsible for the
Group's overall and day-to-day management including overseeing the
Group's properties' sales and leasing affairs. Ms. Chan has over 17 years
of experience in sales and marketing, management and operations. She
is the elder sister of Ms. Chan, Hoi-wan and Ms. Chan, Lok-wan, and the
aunt of Mr. Lau, Ming-wai. As at the date of this annual report, Ms. Chan
is a director of certain substantial shareholders of the Company within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571
of the laws of Hong Kong) (the “SFO").

Ms. CHAN, Hoi-wan, aged 40, has been appointed as an Executive
Director of the Company since 2017 and also acts as a director of certain
subsidiaries of the Company. She had joined the then associate of the
Group from 2002 to 2005 and participated in its cosmetics business,
including Two Girls products. She also possessed of more than 3.5 years'
work experience in media field in Hong Kong and gained experience in
properties and securities investments through her investments. Ms. Chan
is the younger sister of Ms. Chan, Sze-wan, the elder sister of Ms. Chan,
Lok-wan, the step-mother of Mr. Lau, Ming-wai and the sister-in-law of
Ms. Amy Lau, Yuk-wai. As at the date of this annual report, Ms. Chan is
a director of certain substantial shareholders of the Company within the
meaning of Part XV of the SFO.

Ms. CHAN, Lok-wan, aged 35, joined the Group in 2008 and has been
appointed as an Executive Director of the Company since 2015. She is the
Manager of Sales and Leasing Department and also acts as a director of
certain subsidiaries of the Company. Ms. Chan holds a Bachelor Degree of
Science in Business and Management (Marketing) from Brunel University
London and a Master Degree of Science in Communication, Information
and Society from The London School of Economics and Political Science.
She is responsible for the Group's marketing affairs, overseeing the
Group's cosmetics business, including Two Girls products, and participated
in the Group's properties’ sales and leasing businesses. Ms. Chan has over
11 years of experience in sales and marketing. She is the younger sister of
Ms. Chan, Sze-wan and Ms. Chan, Hoi-wan, and the aunt of Mr. Lau, Ming-

wai.

PROFILES OF DIRECTORS
ESEN

HITES

REBRLL RFNR R T _FNMALEH
(ARBIEREMB AR 5l [AEE]) XA
T _FREZER/ARRZATES KAH_T
—HFREERRRTRAER  THERARRSET
MBRARZEF RELLTAERAIKRELZES]
F-RABEASEERIAREREIEEEREAR
SEZMEHERMEBEE REXTELHERTS
HE CXEEMEEBETERBED T EFER B
BEBEL L MFFEEL L 2R REEEEEZ
BE-NAFHRAM RLLtAETREBENE
S57T1E2:E 5 MR GRG] ([F5 KRB G ) EXVEL
PrlBANREERRZES-

Rt RFA0m BT LFREZEARAN
REAZHTESR THEARRETHEARZE
E RER_EE_FE_ZETRFMALREEE
RZBERNRL2EZARZIEAREBRETE
RE)Em-RTAABE=-FF¥REEZEHETIE
BREBERBEEBANERBLZZRELR -RLLR
B R 2 K BRAEE L L 2 Wtk ~ BN IE £
REBRHFEL L 2EF - RAFHAY Rt
RETREFNMAEEINEXNVBAABEARRELE
BRzE=S-

BBzt RE355 R T \FIMAREE
VTE-ZT-AFBEZERARBZHNITESE K
REHEREBHRLE THEARAETHER
FAZEE REIBARIMBENBREFERE
B(THE)BEELTBN A RKIEERBUAE
2BRES SRR eBESRLT SN - HAaELE
BrzmaEREEREEAEERRERREE
KREIER W2EAEEYERHEERBEH RS K
LEELHEATSHEENTERER T —FER-K
REFELXLMEANBEL L 2B RFBEL L
ZINg e

“E-NEFFHR FEAEXEE

5



6

PROFILES OF DIRECTORS EEf/

EXECUTIVE DIRECTORS (contd)

Mr. LAM, Kwong-wai, aged 64, joined the Group in 1989 and has
been appointed as an Executive Director of the Company since 2012.
Mr. Lam is the Group Financial Controller and Company Secretary of the
Company and acts as a director of certain subsidiaries of the Company. He
is also a member of the investment committee of the Company and acts
as the chief investment officer. Mr. Lam is an independent non-executive
director of Lifestyle China Group Limited, the shares of this company
are listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Mr. Lam is a Certified Public Accountant
(Practising) and holds a Master Degree of Business Administration from
the University of Warwick, United Kingdom. He has over 42 years of

experience in auditing, finance and accounting industries.

NON-EXECUTIVE DIRECTORS

Mr. LAU, Ming-wai, aged 39, has been appointed as a Director of
the Company since 2006 and appointed as the Chairman of the board
of Directors since 2014. Mr. Lau holds a Bachelor Degree of Laws from
King's College London, a Master Degree of Laws from The London School
of Economics and Political Science, and a Doctor Degree of Philosophy
in Laws from King's College London. He worked at The Goldman Sachs
Group, Inc. and Longview Partners LP, both in London prior to joining the
Group. Mr. Lau is a registered attorney in the State of New York and a
CFA (Chartered Financial Analyst) charterholder. He is the step-son of Ms.
Chan, Hoi-wan, and the nephew of Ms. Chan, Sze-wan, Ms. Chan, Lok-
wan and Ms. Amy Lau, Yuk-wai. As at the date of this annual report, Mr.
Lau is a director of a substantial shareholder of the Company within the
meaning of Part XV of the SFO.

Ms. Amy LAU, Yuk-wai, aged 67, has been appointed as a Non-
executive Director of the Company since 2004. Ms. Lau is also a non-
executive director of Lifestyle International Holdings Limited, the shares
of this company are listed on the Main Board of the Stock Exchange.
She was registered with the Royal College of Dental Surgeons of Ontario,
Canada and is a retired dentist. Ms. Lau holds a Bachelor Degree of
Science and a Doctor Degree of Dental Surgery from the University of
Toronto, Canada. She is the sister-in-law of Ms. Chan, Hoi-wan and the

aunt of Mr. Lau, Ming-wai.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHAN, Kwok-wai, aged 61, has been appointed as an Independent
Non-executive Director of the Company since 2004. He is the chairman
of the audit committee and remuneration committee, and a member of
the nomination committee and investment committee of the Company.
Mr. Chan holds a Bachelor Degree of Business Administration from the
Monash University, Australia. He is also a member of CPA Australia and
a member of the Hong Kong Securities and Investment Institute. He has
over 40 years of experience in finance and accounting industries. Mr.
Chan is currently a director of High Progress Consultants Limited. He is
also an independent non-executive director of China Investments Holdings
Limited, Far East Consortium International Limited, National Electronics
Holdings Limited and Tern Properties Company Limited respectively, the
shares of all these companies are listed on the Main Board of the Stock
Exchange.

Ms. Phillis LOH, Lai-ping, aged 55, has been appointed as an
Independent Non-executive Director of the Company since 2006. She
is the chairman of the nomination committee, a member of the audit
committee and remuneration committee of the Company. Ms. Loh is an
independent non-executive director of In Technical Productions Holdings
Limited, the shares of this company are listed on the Growth Enterprise
Market of the Stock Exchange. Ms. Loh holds a Bachelor Degree of Laws
and a Postgraduate Certificate in Laws, both from The University of Hong
Kong. Ms. Loh was a practising solicitor from 1990 to 1997, and has since
become a practising barrister-at-law after she was called to the Hong Kong
Bar in 1998. She was admitted as a solicitor in Hong Kong (1990) and
the United Kingdom (1991), and is also a barrister and solicitor in the
Supreme Court of the Australian Capital Territory (since 1991). Ms. Loh
is a CEDR (Centre for Effective Dispute Resolution) Accredited Mediator
(2009) and an appointed member of the Board of Review (Inland
Revenue Ordinance) (2018). She was appointed Deputy District Judge
in 2014 and 2016, and Temporary Deputy Registrar of the High Court in
2018.

Mr. MA, Tsz-chun, aged 54, has been appointed as an Independent
Non-executive Director of the Company since 2008. He is a member of
the audit committee, remuneration committee, nomination committee
and investment committee of the Company. Mr. Ma is a Certified Public
Accountant (Practising) and has over 32 years of experience in auditing,
finance and accounting industries. He is currently a director and the
general manager of Sino-Bridge China Consulting Limited. Mr. Ma is an
independent non-executive director of In Technical Productions Holdings
Limited, the shares of this company are listed on the Growth Enterprise
Market of the Stock Exchange. Mr. Ma holds a Master Degree in Business
Administration and a Master of Science Degree in E-Commerce (Business
Programme), both from The Chinese University of Hong Kong as well as a
Master of Science Degree in China Business Studies from The Hong Kong
Polytechnic University. Mr. Ma is a fellow member of The Association of
Chartered Certified Accountants in the United Kingdom and an associate
member of Hong Kong Institute of Certified Public Accountants.
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PROFILES OF SENIOR EXECUTIVES
BRITHRAEEHN

Ms. Connie CHEUNG, Mun-yi, aged 52, joined the Group (the
Company together with its subsidiaries, the “Group”) in 2007 and is
the Head of Legal Department. Ms. Cheung is a practising solicitor. She
holds a Bachelor Degree of Laws and a Postgraduate Certificate in Laws,
both from The University of Hong Kong. Before joining the Group, Ms.
Cheung worked in both law firm as a solicitor and public sector as an in-
house legal counsel. Ms. Cheung is responsible for overseeing the legal
aspects of the Group's various businesses, including project development,
commercial investments, conveyancing and tenancy. She has over 28

years of legal experience.

Mr. Simon CHEUNG, Sung-fung, aged 38, joined the Group in 2007
and is the Head of Leasing Department. Mr. Cheung is a chartered
surveyor. He holds a Bachelor Degree of Business Administration
(Honours) in Marketing from the City University of Hong Kong and a
Master Degree of Science in Real Estate from The University of Hong
Kong. He is also a member of The Royal Institution of Chartered
Surveyors. Mr. Cheung is responsible for the real estate asset
management. He has over 16 years of relevant experience. Mr. Cheung

also acts as a director of a subsidiary of the Company.

Ms. Hazel LAI, Ming-yan, aged 51, joined the Group in 2000 and is
the Senior Manager— Contracts of Project Development Department. Ms.
Lai is a registered professional surveyor. She holds a Bachelor Degree of
Science in Building from the City University of Hong Kong and a Master
Degree of Science in Construction and Real Estate from The Hong Kong
Polytechnic University. She is also a member of The Hong Kong Institute
of Surveyors and The Royal Institution of Chartered Surveyors. Ms. Lai is
responsible for the quantity surveying affairs. She has over 29 years of

relevant experience.
Various businesses and functions of the Company are significantly under

the direct responsibilities of the Executive Directors who are also regarded

as senior executives of the Company.
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I am pleased to present the results of the Company and its subsidiaries
(the “Group”) for the year ended 31 December 2019 (the “Year") to the

shareholders of the Company.

RESULTS

Profit for the Year attributable to owners of the Company was HK$790.2
million as compared to HK$1,015.3 million for last year. The decrease
in profit for the Year was mainly due to (a) no dividend income (2018:
HK$1,106.8 million) was recognised from the shares of China Evergrande
Group (stock code: 3333) during the Year; (b) the fair value changes of
investment properties turning to loss of HK$742.7 million as compared
with gain of HK$122.3 million; (c) recognition of an impairment loss
of goodwill of HK$322.9 million (2018: nil); and (d) no attributable
property sales profit (2018: HK$183.3 million) was recognised during the
Year despite of the result from the segment of investments and treasury
products at fair value through profit or loss turning to profit of HK$1,798.9
million as compared with loss of HK$710.8 million recorded in 2018.
Earnings per share for the Year was HK$0.41 (2018: HK$0.53).

If the net loss on the major non-cash items of HK$907.2 million (2018:
net gain of HK$297.0 million) is excluded, the Group will have a core
profit for the Year attributable to owners of the Company of HK$1,697.4
million (2018: HK$718.3 million) and a core profit per share of HK$0.89
(2018: HK$0.38).

The major non-cash items represented the attributable net unrealised fair
value loss on investment properties together with their respective deferred
tax from the Group and its associates and joint venture of HK$584.3
million (2018: net gain of HK$297.0 million) and impairment loss of
goodwill of HK$322.9 million (2018: nil).

DIVIDENDS

The board of directors of the Company (the “Directors” or the “Board")
has recommended the payment of a final dividend of HK1 cent per share
(2018: HK10 cents per share) for the Year (the “Final Dividend").

The Company had paid an interim dividend of HK1 cent per share on
27 August 2019 (2018: HK1 cent per share). Having considered the
Company's dividend policy, to preserve more cash for the Group's future
financial, property investment or securities investment opportunities, the
Board has recommended the payment of the Final Dividend of HK1 cent
per share (2018: HK10 cents per share).
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CHAIRMAN'S STATEMENT F[EiREE

DIVIDENDS (contd)

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company to be held on 26 May 2020 (the "2020 AGM"),
dividend warrants for the Final Dividend will be posted on or about 11
June 2020 to shareholders whose names appear on the register of

members of the Company on 2 June 2020.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of ascertaining the members' eligibility to attend and vote
at the 2020 AGM, and entitlement to the recommended Final Dividend,
the register of members will be closed during the following periods

respectively:

B E )
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FHtE - REIREZ AR ﬁﬂ—rﬁ/\_7_7$/\ﬁ]‘i’—
HEAETETR _Z_TFAZBRIEAR
[ i 3

EERERRE

REERREF-_Z_ZFRRAFAGINE L
BENER  REREZE KBRS OEN  ARF]H
DRIR T ST ERERRELTFE

FiElo qz i

(1) For ascertaining eligibility to attend and vote at the 2020 AGM:

(REEHE=

Latest time to lodge transfers documents for registration

ZE R A B P A AMEE SR R R AR R

EEFRABFASYRELRENER:

20.5.2020
16:30

Closure of register of members
TR TR FE

21.5.2020-26.5.2020

(both days inclusive) (B IEERMX)

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

QAEEBRESAHRENEFR

Latest time to lodge transfers documents for registration

R E R B P X AMEE LN RRER

29.5.2020
16:30

Closure of register of members

1.6.2020-2.6.2020

EERERRERLFE (both days inclusive) (B2 fF &R MK )
Record date 2.6.2020

Bl e

To be eligible to attend and vote at the 2020 AGM, and to qualify for
the recommended Final Dividend, all properly completed share transfers
documents accompanied by the relevant share certificates must be lodged
for registration with the Company's Branch Registrar and Transfer Office in
Hong Kong, namely Computershare Hong Kong Investor Services Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong not later than the respective latest time as

stated above.
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BUSINESS MODEL AND STRATEGIES

The Group's core businesses comprise property investments for rental and

property development as well as securities investments.

The Group aims at enhancing value and recurrent revenue of investment
properties through conceptualising and implementing redevelopment,
renovation works and repackaging programmes for properties as well as
actively managing a balanced tenant mix for retail properties to achieve

long-term sustainable growth.

In Hong Kong, the Group participates in developing modern industrial

properties.

The Group invested in office properties and hotel business in Mainland
China and commercial and residential properties in the United Kingdom.
All of them are located in the prestigious areas and generate stable and

recurrent rental income for the Group.

The Group is actively grasping the opportunity for acquiring properties in
Hong Kong and the United Kingdom.

The Group continues its strategy in quality partnerships with property
developers or other parties to the extent commercially feasible and

beneficial to the Group's development.

Apart from the aforesaid, the Group has conducted variety of securities
investment business, such as equity investments, debt investments and
other treasury products, with the aim to yield enhancement for treasury

management.

The Group believes that the stable rental income from its investment
properties, together with the property development and trading as well as
securities investment, forms a diversified cash flow stream which allows

the Group to weather the cyclicality of the real estate business.
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CHAIRMAN'S STATEMENT FEHR&ZE

MANAGEMENT DISCUSSION AND ANALYSIS

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major

sources of our income.

As at 31 December 2019, the occupancy rate of the shops of Causeway

Place was approximately 96.65%.

Olympian City 3 (25% interest), the retail mall in The Hermitage
residences in West Kowloon, the occupancy rate was 100% as at
31 December 2019.

Coronation Circle (15% interest), the retail mall in The Coronation
residences in West Kowloon, the occupancy rate was approximately
78.16% as at 31 December 2019.

During the Year, the average occupancy rate of the Group's office property,

Harcourt House was approximately 88.96%.

No. 1 Hung To Road (33.33% interest), a 33-storey industrial building
in Kwun Tong, the occupancy rate was approximately 98.80% as at
31 December 2019.

Nos. 14-18 Ma Kok Street (100% interest), an industrial building in
Tsuen Wan was vacant as at 31 December 2019. It is planned to be
redeveloped into a 26-storey (including G/F and 2 levels of basement)
industrial building with a total gross floor area of approximately 228,000
square feet. The redevelopment is in planning and design stage which is
expected to be completed by end of 2024. The Group's equity interest
in the company holding Nos. 14-18 Ma Kok Street has been increased
from 50% to 51% in December 2019 and further increased from 519% to

100% in February 2020.

Hong Kong Property Development

The Hermitage (25% interest) is one of the Group's joint venture
development projects in West Kowloon. It comprises 6 residential tower
blocks and provides in aggregate 964 residential units and retail properties
with a total gross floor area of around 1,095,980 square feet. As at
31 December 2019, 99.79% of total units were sold.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Cont'd)

Hong Kong Property Development (Cont'd)

The Coronation (15% interest) is another joint venture development
project of the Group in West Kowloon. It comprises 6 residential tower
blocks and provides in aggregate 740 residential units and retail properties
with a total gross floor area of around 650,600 square feet. As at
31 December 2019, 99.86% of total units were sold.

Grand Central (10% interest) is a joint venture development project of
the Group awarded by the Urban Renewal Authority. Its total site area
is approximately 234,160 square feet. Total gross floor area of around
1,853,561 square feet will be developed. 4 residential tower blocks with
1,999 residential units in aggregate will be built in two phases. Up to
31 December 2019, 862 units of first phase and 772 units of second
phase were presold. Superstructure works of both phases are in progress,

the whole project will be completed in the first half of 2021.

Mainland China Property Investment

Hilton Beijing (50% interest), a five-star international hotel having 506
rooms. During the Year, 15th to 25th Floors of the main tower were under

renovation, its average occupancy rate was approximately 52.35%.

Oriental Place (50% interest), a 10-storey office building next to Hilton
Beijing. Its average occupancy rate was approximately 81.07% during the

Year.

Overseas Property Investment

Overall, approximately 98.63% of the Group's investment property

portfolio in the United Kingdom has been let out during the Year.

River Court is a freehold office building situated at 116-129 Fleet
Street, London, United Kingdom. It provides a total net internal area of
approximately 431,324 square feet, together with certain car parking
spaces. During the Year, River Court was fully let. The anchor tenant will
surrender the lease in the first quarter of 2020, and thereafter asset
enhancement works will be carried out in due course when relevant study

is completed and government approval is granted.
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CHAIRMAN'S STATEMENT FEHR&ZE

MANAGEMENT DISCUSSION AND ANALYSIS
(Cont'd)

Overseas Property Investment (Cont'd)

“14 St George Street” is a freehold office building located in London,
United Kingdom. The building comprises approximately 51,861 square
feet of office accommodation arranged over lower ground, ground and

four upper floors. It was fully let during the Year.

“61-67 Oxford Street and 11-14 Soho Street” is a mixed use freehold
building located in London, United Kingdom, comprising approximately
55,162 square feet in aggregate. The building provides retails, office and
residential accommodation, occupying approximately 33,850 square feet,
13,735 square feet and 7,577 square feet respectively, over lower ground,
ground and six upper floors, approximately 94.43% had been let out

during the Year on average.

“11 and 12 St James's Square and 14 to 17 Ormond Yard” is a mixed
use freehold building located in London, United Kingdom. The building
provides around 80,000 square feet office accommodation arranged over
lower ground, ground and six upper floors, approximately 93.26% had

been let out during the Year on average.

Securities Investments

Securities investment is one of the principal activities of the Group.

The Group's strategy is to maintain securities investment portfolio for
treasury management. As at 31 December 2019, the Group's securities
investment portfolio mainly comprised of bonds and listed equity
investments. 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. The Group's strategy for future investment is to invest in
a diversified portfolio to minimise risks with attractive yield, good liquidity
and issuers from reputable entities, so as to maintain a healthy financial

status and grasp every good investment chance.

The gain recognised from securities investments and treasury products
for the Year was approximately HK$1,685.7 million. Details of the
performance of securities investments are disclosed in the “Financial

Operation Review" of this annual report.

The Group will continue to closely monitor its portfolio of securities

investment to achieve satisfactory returns.
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OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD

Leasing of Windsor House - Connected Transaction and

Continuing Connected Transactions

On 28 February 2019, the Group (as tenant) entered into (a) a tenancy
agreement in relation to the leasing of the whole of 17th floor of Chubb
Tower, Windsor House; and (b) an agreement for lease in relation to
the leasing of the whole of 19th floor, the whole of 20th floor and the
whole of 21st floor of Chubb Tower, Windsor House (the “Subsequent
Tenancy”), with a company at that time indirectly owned by (i) Ms.
Chan, Hoi-wan (an Executive Director and a trustee of the substantial
shareholders of the Company (who are two of her minor children)), both
in her capacity as a trustee of her minor children and in her own capacity;
(i) Mr. Lau, Ming-wai (a Non-executive Director, the Chairman of the
Board and a substantial shareholder of the Company); and (iii) a family
trust of Mr. Joseph Lau, Luen-hung (the spouse of Ms. Chan, Hoi-wan)
(as landlord) (the "Transactions”), for the purpose of new headquarter
of the Group. The Transactions constituted a connected transaction and
continuing connected transactions for the Company under the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange") (the “Listing Rules”) as more described
in the Company's announcement dated 28 February 2019. A tenancy
agreement in relation to the Subsequent Tenancy has been entered into
on 18 October 2019.

Adoption of Dividend Policy

The Board has approved and adopted a dividend policy for the Company
on 5 March 2019, details as disclosed in the “Corporate Governance

Report” of the Company's 2018 annual report.
Change of Address of Registered Office in Bermuda

As announced on 15 July 2019, the address of the Company's registered
office in Bermuda has been changed to Victoria Place, 5th Floor, 31
Victoria Street, Hamilton HM 10, Bermuda with effect from 15 July 2019.

Change of Address of Principal Registrar and Transfer Office in
Bermuda

As announced on 19 July 2019, the address of MUFG Fund Services
(Bermuda) Limited, the Company's principal registrar and transfer office in
Bermuda, has been changed to 4th Floor North, Cedar House, 41 Cedar
Avenue, Hamilton HM 12, Bermuda with effect from 19 July 2019.
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CHAIRMAN'S STATEMENT FEHR&ZE

OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD (contd)

Subscription of Notes - Discloseable Transaction

On 15 November 2019,
and subscription agreement in relation to the subscription of the
US$100,000,000 9.75% senior notes due 2020 to be issued by
Zhongliang Holdings Group Company Limited (the shares of which are
listed on the Main Board of the Stock Exchange (stock code: 2772)), an
independent third party, at the issue price of US$98,287,000 (equivalent
to approximately HK$770,305,000), representing 98.287% of the

the Group entered into a placement

principal amount of the notes (the “Subscription”). The Subscription
constituted a discloseable transaction for the Company as more described

in the Company’s announcement dated 26 November 2019.

Acquisition of Remaining Interest in Nos.14-18 Ma Kok Street,

Tsuen Wan - Discloseable Transaction

As announced on 10 January 2020, the Group has on 10 January 2020
entered into a sale and purchase agreement with an independent third
party in relation to, inter alia, the acquisition of the remaining 49% interest
in Landrich (H.K)) Limited (“Landrich”) (the owner of Tsuen Wan Town Lot
No.128 situated at Nos.14-18 Ma Kok Street, Tsuen Wan, New Territories,
Hong Kong and the building erected thereon) (the "Acquisition”). The
Group initially acquired 50% interest in Landrich in March 2018 and
further acquired 1% interest in Landrich in December 2019 (the “Previous
Acquisitions”). Subsequent to the completion of the Acquisition on
28 February 2020, Landrich has become a wholly-owned subsidiary of
the Company. The Acquisition (aggregated with the Previous Acquisitions)
constituted a discloseable transaction of the Company under the Listing

Rules.

Disposal of Debt Securities — Major and Connected Transaction

The Group has on 29 January 2020 entered into a disposal agreement
with Ms. Chan, Hoi-wan (an Executive Director and a trustee of the
substantial shareholders of the Company (who are two of her minor
children)) in relation to, inter alia, the disposal of certain debt securities
(the "Disposal”). The Disposal constituted a major and connected
transaction of the Company under the Listing Rules. Details of the
Disposal were set out in the Company's announcement dated 29 January
2020 and circular dated 28 February 2020. The Disposal was approved
by the independent shareholders of the Company at the special general

meeting of the Company held on 23 March 2020.
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OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD (contd)

Disposal of Perpetual Bond - Discloseable Transaction

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) (the
“Perpetual Bond") in the principal amount of US$2,500,000 (equivalent
to approximately HK$19,490,000) through over-the-counter market
for a consideration of approximately US$2,265,000 (equivalent to
approximately HK$17,655,000) (inclusive of accrued interest) (the “Bond
Disposal”). The Bond Disposal (when aggregated with the conditional
disposal of the Perpetual Bond under the Disposal mentioned in
the above paragraph) constituted a discloseable transaction for the
Company under the Listing Rules as more described in the Company's
announcement 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 this annual report,
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 this annual report. 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.

INVESTOR RELATIONS

The Company is continuously committed to maintaining good
communication with shareholders, investors and analysts in order to
ensure their thorough understanding of the Group's strategies and
business development, thereby enhancing transparency and investor

relations.

The Company maintains a Company's website (www.chineseestates.com)
to make the Company's information available on the internet, including
the dissemination of statutory announcements and circulars etc., to
facilitate its communication with shareholders and to provide important
information to the investing public on corporate governance structure,
policies and systems, profiles of the Directors and senior executives as

well as terms of reference of Board committees.
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INVESTOR RELATIONS (contd)

The up-to-date information of the Group is available for public
access on the Company's website. The Company encourages its
shareholders to take advantage of the Company’s website and welcomes
suggestions from investors and shareholders, and invites them to
share their views and suggestions by contacting the Company at

investor.relations@chineseestates.com.

Shareholders can raise their enquiries to the Board or the company
secretary of the Company in writing by sending such written enquiries to
the principal office of the Company in Hong Kong at the address disclosed
in “Corporate Information” of this annual report or by email at investor.
relations@chineseestates.com. Shareholders also have right to raise

questions at general meetings.

PROSPECTS

The global economic outlook had turned optimistic in face of the signing
of the Phase One Deal on the United States-China trade war, which affects
not just the two countries, but most global economies. While the road
ahead to the end point of the trade war is likely to be more challenging, it
was at least been a positive sign for the market sentiments. Nonetheless,
the markets are now faced with a new challenge — COVID-19, which
has spread across many parts of the world speedily since the Chinese
New Year. The sudden interest rate cut by 1.5% in aggregate and the
resumption of quantitative easing by the Federal Reserve of the United
States in early and mid of March 2020 posed much concerns on the
impact of the virus to economic activities. Furthermore, the sharp decrease
in oil price has brought more uncertainty to the world markets. In the
short term, it is inevitable that global markets will be hit hard and with

significant turbulence during the course.

Hong Kong economy has been hammered badly from protests and
demonstrations that have taken place since mid-2019, with the first
budget deficit in 15 years forthcoming. Coupled with the outbreak of
COVID-19 and various measures including travel restrictions and new
border control measures implemented in many countries to prevent
the spread of the virus, local retail consumption and tourist arrivals are
experiencing significant downward pressure. It is therefore expected that
a longer time would be required for our investment properties to be fully
healed.
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PROSPECTS (contd)

After over three years of uncertainty, the United Kingdom has officially
left the European Union finally. While there will likely be hard negotiations
between the United Kingdom and European Union on various trade
and other arrangements over the next 10-month transition period,
and hence market turbulence in the meantime is not unexpected, the
official departure of the United Kingdom from the European Union has
undoubtedly cleared the most significant uncertainty in investments in
the United Kingdom. Since the Group has a long-term view for the United
Kingdom, we are optimistic that her economy will be on the upside
in the long run. The Group will continue to leverage on our expertise
and experience in enhancing the values of our properties in the United
Kingdom through asset enhancement works to take benefit of the
expected economic upswing, albeit a short-term rental income plunge will

occur as during the asset enhancement works.

In the short term, the stock markets are bound to be affected by the
latest developments on COVID-19 situations, oil price movements, and

monetary policies adopted by governments and hence likely to be volatile.

Looking ahead, the Group will continue to be watchful and cautious
with our investment decisions. While there are positive signs as regards
the long-dragged United States — China Trade War and Brexit, there
are new challenges, especially locally in Hong Kong. We believe that
our continuous watchful and cautious approach in looking for quality

investments will benefit shareholders' value as a whole.

APPRECIATION

I would like to take this opportunity to express my gratitude to the
shareholders for their continuing support. | would also like to express
my sincere thanks to my fellow directors and all staff members for their

dedication and hard work.

Lau, Ming-wai

Chairman

Hong Kong, 23 March 2020
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FINANCIAL OPERATION REVIEW
MBRBEE

RESULTS

Revenue

Revenue for the year ended 31 December 2019 ("Year”) amounted
to HK$539.0 million (2018: HK$843.6 million), a decrease of 36.19%
over last year and comprised gross rental income of HK$523.0 million
and others of HK$16.0 million (2018: gross rental income of HK$544.5
million, property sales of HK$274.0 million and others of HK$25.1
million). The decline in revenue was mainly due to no property sales

recorded for the Year.

Gross Profit

Gross profit for the Year amounted to HK$511.5 million (2018: HK$719.1
million), a decrease of 28.9% as compared with last year which also
mainly derived from no property sales profit for the Year (2018: HK$177.7

million).
Property Leasing

For property leasing, the overall rental revenue in both non-retail and retail
sections decreased to HK$446.0 million and HK$77.0 million respectively
during the Year. The total rental income in revenue for the Year recorded
a decrease of 4.0% to HK$523.0 million as compared with last year of
HK$544.5 million.

Together with the attributable rental revenue generated from associates,
a joint venture and an investee company of HK$129.7 million (2018:
HK$139.3 million), the total attributable rental revenue to the Company
(together with its subsidiaries, “Group”) amounted to HK$652.7 million
(2018: HK$683.8 million after non-controlling interests), which represents

a decrease of 4.6% over last year.

Attributable net rental income for the Year showed HK$597.5 million, a

decrease of 4.6% over HK$626.0 million in last year.
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RESULTS (contd)

Property Development and Trading

During the Year, the Group did not dispose of any trading property. In
2018, the attributable property sales revenue and profit from the Group
and its associates and investee company recorded HK$270.8 million and
HK$183.3 million respectively, including (a) sales of 55 Conduit Road in
Mid-Levels West (70% interest) contributed an attributable profit to the
Group of HK$125.4 million; (b) sales of a workshop unit at Kwong Kin
Trade Centre in Tuen Mun (50% interest), a unit and two store rooms
at Hing Wai Centre in Aberdeen (50% interest) and parking spaces at
Greenville Residence in Yuen Long (50% interest) (properties held by
associates) generated profit of HK$1.9 million, HK$1.7 million and HK$0.3
million respectively, as reflected in the share of results of investments
accounted for using the equity method; and (c) sale of parking spaces at
The Coronation in West Kowloon (15% interest) had contributed HK$54.0

million to investment income upon recognition of dividend income.
Securities Investments

The Group has in the ordinary and usual course of business conducted
its securities investment activities, as at 31 December 2019, mainly
comprised of bonds and listed equity investments. During the Year,
the gain (excluding gain/loss recognised in financial assets measured
at fair value through other comprehensive income (“FVTOCI") reserve)
recognised from securities investments and treasury products was
HK$1,685.7 million (2018: HK$280.8 million), comprised loss on
listed equity investments at FVTOCI of HK$113.2 million (2018: gain of
HK$991.6 million) and gain on investments and treasury products at fair
value through profit or loss (“FVTPL") of HK$1,798.9 million (2018: loss
of HK$710.8 million).
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FINANCIAL OPERATION REVIEW Bf #& % %% [ E&

RESULTS (contd)

Securities Investments (Cont'd)

During the Year, the Group did not dispose of any listed investments
held-for-trading (2018: no disposal). The realised gain from sales of
bonds of HK$184.2 million (2018: realised loss of HK$20.1 million)
was recognised, mainly comprising the realised gain on bonds in the
industry of the People's Republic of China ("PRC")-based real estate of
HK$82.0 million (2018: HK$7.7 million) and the realised gain on bonds
in the industry of overseas financial institutions of HK$97.4 million (2018:
realised loss of HK$23.2 million), and no disposal of bonds in the industry
of insurance (2018: realised loss of HK$2.0 million). During the Year,
the Group had acquired 19 bonds (2018:
additions to the existing bonds) in the sum of HK$3,436.7 million (2018
HK$2,602.9 million), and disposed of/redeemed 19 bonds (2018: 40
bonds) (including those with partial disposal) with carrying amounts in the
sum of HK$2,309.4 million (2018: HK$5,381.0 million). Bonds acquired
were mainly in the industry of PRC-based real estate of 96.9% (2018:
47.6%) and overseas financial institutions of 3.1% (2018: 50.7%). In

11 bonds including those

addition, realised losses on the fixed coupon notes (“FCN") and currency

option totaling HK$0.7 million were recorded during the Year.

Furthermore, the Group recorded an unrealised gain of HK$978.5 million
(2018: unrealised loss of HK$1,255.1 million) representing the changes
in fair value of bonds, which had no effect on the cash flow of the Group.
The unrealised gain (2018: unrealised loss) from changes in fair value
of bonds represented 34 bonds (2018: 25 bonds), mainly comprising
the unrealised gain from the industry of overseas financial institutions
of HK$399.8 million or increase in fair value of 12.4% over the Year;
and the unrealised gain from the industry of PRC-based real estate
of HK$518.9 million or increase in fair value of 11.5% over the Year
(2018: unrealised loss from the industry of overseas financial institutions
of HK$489.4 million or decrease in fair value of 12.0% over the year;
and the unrealised loss from the industry of PRC-based real estate of
HK$714.5 million or decrease in fair value of 20.4% over the year). The
Group believes that the increase in price of bonds in PRC-based real
estate sector in the Year, among others, was owing to the Federal Reserve
of the United States cut the Federal funds rate 3 times totaling 0.75% on
31 July 2019, 18 September 2019 and 31 October 2019 which stimulate

the investment market during the Year.
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RESULTS (contd)

Securities Investments (Cont'd)

During the Year, interest income from bonds amounted to HK$714.0
million (2018: HK$623.4 million), represented 8.46% (2018:
8.72%) (before effect on leverage) return on average market value of
bondholding during the Year. The interest income from the FCN amounted
to HK$1.9 million (2018: nil), represented 13.25% (before effect on
leverage) return on average market value of the FCN holding during the

Year.

Summing up the realised and unrealised gain/loss and adding the net
income from interest income, other net investment income and net
finance costs of HK$523.7 million (2018: HK$1,556.0 million (also
included net dividend income)), the gain recognised from securities
investments and treasury products was HK$1,685.7 million (2018:
HK$280.8 million).

The respective income/expense from securities investments under

different categories are further elaborated below:

Investments and Treasury Products at Fair Value Through Profit

or Loss

The investments and treasury products at FVTPL recorded a profit before
and after net finance costs of HK$1,899.2 million and HK$1,798.9 million
(2018: loss before and after net finance costs of HK$639.8 million and
HK$710.8 million) respectively for the Year.

Gain from the investments and treasury products at FVTPL reflected in the
consolidated statement of comprehensive income for the Year comprised
a realised gain on fair value changes of bonds of HK$184.2 million and
realised losses on fair value changes of the FCN and currency option
totaling HK$0.7 million (2018: realised loss of bonds of HK$20.1 million),
an unrealised gain on fair value changes of bonds of HK$978.5 million
(2018: unrealised loss of HK$1,255.1 million), interest income of bonds
and the FCN of HK$715.9 million (2018: bonds of HK$623.4 million) and
other investment income of HK$21.3 million (2018: HK$12.0 million).
Net relevant finance costs for the Year was HK$100.3 million (2018:
HK$71.0 million) including interest expense of HK$103.8 million (2018:
HK$79.8 million) and exchange gain of HK$3.5 million (2018: HK$8.8

million).
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RESULTS (contd)

Securities Investments (Cont'd)

The respective income/expense from securities investments under

different categories are further elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit
or Loss (Cont'd)

The table below summarises the performance of bonds and treasury

products during the Year:

Slle E .
EE

BERE (B)

TR TRRR 2 BHIRE WA/ B3 R —
S ()

BBEBEURBRAFPEZKRERHEER (&)

TERMAAFEEFRHEEMRIRER:

Realised gain (loss) Unrealised gain (loss) Interest income Total profit (loss)
BRRNE (FR) FERKE (FR) FSHA wR ()88
2019 2018 2019 2018 2019 2018 2019 2018
HK$ million HK$ milion  HK$ million HK$ milion  HK$ million HK$ milion  HK$ million HK$ million
BEET BEAT BEET AEET BEER AEET AEETR BEAT
Bond issuers by industry REFROAZGE
Overseas financial institutions e pEE 914 (232) 399.8 (489.4) 278.1 3042 1759 (208.4)
PRC-based real estate hEEE 820 77 5189 (7145) 413.9 2941 10148 (@127)
Insurance R - (20) - - - 12 - (08)
Others £ 48 (26) 59.8 (512) 214 29 86.0 (299)
1842 (0.) 9785 (1,255.1) 7140 6234 1,876.7 (6518)
Treasury products HEER
FCN TEERE (0.4) - - - 19 - 15 -
Currency option B g (0.3) - - - - - (0.3) -
(0.7) - o - 19 - 12 -
1835 (0.) 9785 (1,255.1) 7159 6234 18779 (6518)
Other investment income HiRERA 213 120
Profit (loss) before net finance costs BBBRTEAZ
w (BR) 1,899.2 (639.8)
Net finance costs HBERER (100.3) (71.0)
Profit (loss) after net finance costs BBERFRKL
wH (B8) 1,798.9 (7108)
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RESULTS (contd)

Securities Investments (Cont'd)

The respective income/expense from securities investments under

different categories are further elaborated below: (Cont'd)

Listed Equity Investments at Fair Value Through Other

Comprehensive Income

@

®)

Implication on Profit or Loss for the Year

Dividend income (if any), other investment income and relevant
finance costs of holding listed equity investments at FVTOCI were
recognised in profit or loss for the Year. During the Year, no dividend
income was recorded from holding of 860,000,000 shares of
China Evergrande Group (stock code: 3333) (“China Evergrande”)
(“Evergrande Shares”) and another listed equity investment at
FVTOCI, hence the results from listed equity investments at FVTOCI
recorded a net loss of HK$113.2 million (2018: net gain of
HK$991.6 million) mainly represented its net relevant finance costs
(2018: comprised net dividend income of HK$1,106.5 million (after
transaction costs), other investment income of HK$0.7 million and
net relevant finance costs of HK$115.6 million). Subsequent to the
end of the reporting period, the Group received dividend income
from the Evergrande Shares of HK$1,357.1 million which would be
recorded in profit or loss for the year ending 31 December 2020.

Implication on Other Comprehensive Expenses for the Year

During the Year, the unit share price of China Evergrande had
dropped from HK$23.45 as at 31 December 2018 to HK$21.60 as
at 31 December 2019, or 7.9% over the Year, hence an unrealised
loss on fair value change of listed equity investment at FVTOCI of
HK$1,591.0 million (2018: HK$3,052.2 million) was recognised in
other comprehensive expenses. Together with unrealised gain on
fair value change of another listed equity investment at FVTOCI of
HK$0.4 million (2018: nil), the total unrealised fair value change
was loss of HK$1,590.6 million (2018: HK$3,052.2 million).
Realised gain/loss on fair value change is a cash item while
unrealised fair value change is a non-cash item and will not affect
the cash flow of the Group. The Group believes that the decrease
in share price of China Evergrande for the Year, among others, was
owing to the unstable business environment in the PRC, and China
Evergrande, a PRC-based company with United States dollar (“"US$")
debt exposure against a weakened Renminbi (“RMB") currency, was

adversely impacted.
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RESULTS (contd)

Securities Investments (Cont'd)

The respective income/expense from securities investments under

different categories are further elaborated below: (Cont'd)

Listed Equity Investments at Fair Value Through Other

Comprehensive Income (Cont'd)

The table below summarises the performance of listed equity investments

at FVTOCI during the Year:

At 31 December 2018 RZE-N\F
+-A=+-A°
Purchase BA

Unrealised fair value changes ~ REBATEEH
Unrealised fair value changes ~ REBATER

Net finance costs HBERTE

Loss/other comprehensive RFEFE/
expenses for the Year Hit2EXH

At 31 December 2019 RZE-hE
t=B=t+-H

Representing R&E

Percentage to total assets (SEEBEZEA L

At 31 December 2019 RZB-AE
t=A=t-8

At 31 December 2018 R=_E—-N\E
TZA=+-A

CHINESE ESTATES HOLDINGS LIMITED

Stock Number of
code shares

k4
s RG#E

3333 860,000,000
9988 12,800

3333
9988

3333 860,000,000
9988 12,800
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consolidated statement of
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RESULTS (contd)

Other Income and Expenses

Other income for the Year, which mainly came from net building
management fee income, rental services income, property management
services, leasing administration services and property administration
services income and overprovision of costs in respect of a development
project, net, decreased to HK$59.9 million (2018: HK$173.1 million
(also included consultancy fee income, exchange gain, net and reversal
of impairment in respect of other receivable and interest thereon)),
representing a decrease of 65.4%. The decrease was mainly due to
absence of consultancy fee income and reversal of impairment in respect
of other receivable and interest thereon for the Year while a total of
HK$104.0 million was recorded in 2018.

During the Year, administrative expenses increased by 5.5% to HK$269.5
million (2018: HK$255.5 million). Finance costs increased by 7.3% to
HK$370.2 million (2018: HK$345.0 million) during the Year, including
exchange gain of HK$4.3 million (2018: HK$9.5 million) on translation of
foreign currency other borrowings hedged for foreign currency securities
investments and exchange gain of HK$9.5 million (2018: exchange loss of
HK$2.6 million) on translation of a foreign currency bank borrowing. The
increase in finance costs was mainly due to the increase in interest rates

during the Year.

Other gains and losses for the Year recorded a loss of HK$12.3 million
comprised loss on dissolution of subsidiaries of HK$10.6 million, write-
down of stock of properties of HK$0.7 million and impairment loss
recognised in respect of advances to associates of HK$1.0 million (2018:
HK$2.6 million mainly comprised write-down of stock of properties of
HK$2.5 million). The Group recognised a full impairment loss of goodwill
of HK$322.9 million (2018: nil) attributable to the cash-generating
unit operated in the United Kingdom for the Year, which includes an
investment property in the United Kingdom (details are disclosed in
Note 23 to the consolidated financial statements of this annual report).
Recognition of impairment loss is a non-cash item and will not affect the

cash flow of the Group.
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RESULTS (contd)

Investments Accounted for Using the Equity Method

The share of results of investments accounted for using the equity method
for the Year recorded a profit of HK$209.7 million (2018: HK$232.3
million), comprised profit from the share of results of associates and a
joint venture of HK$5.0 million (2018: HK$228.8 million) and HK$204.7
million (2018: HK$3.5 million) respectively. The decrease in profit from
share of results of associates was mainly due to the decrease in fair value
of investment properties held by associates while the increase in profit
from share of result of a joint venture was mainly due to the increase in

fair value of investment property held by the joint venture.
Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31 December 2019 by B.l. Appraisals Limited (“B.l.
Appraisals”) whereas investment properties in the United Kingdom were
revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”). B.I.
Appraisals and Peak Vision Appraisals are independent property valuers.
An unrealised loss on fair value changes of investment properties of
HK$742.7 million (2018: gain of HK$122.3 million) was recorded during
the Year. The unrealised fair value change is a non-cash item and will not

affect the cash flow of the Group.

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES

Profit

Profit for the Year attributable to owners of the Company was HK$790.2
million as compared to HK$1,015.3 million for last year. The decrease
in profit for the Year was mainly due to (a) no dividend income (2018:
HK$1,106.8 million) was recognised from the Evergrande Shares during
the Year; (b) the fair value changes of investment properties turning to
loss of HK$742.7 million as compared with gain of HK$122.3 million;
(c) recognition of an impairment loss of goodwill of HK$322.9 million
(2018: nil); and (d) no attributable property sales profit (2018: HK$183.3
million) was recognised during the Year despite of the result from the
segment of investments and treasury products at FVTPL turning to profit of
HK$1,798.9 million as compared with loss of HK$710.8 million recorded
in 2018. Earnings per share for the Year was HK$0.41 (2018: HK$0.53).
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES (contd)

Core Profit

If the net loss on the major non-cash items of HK$907.2 million (2018:
net gain of HK$297.0 million) is excluded, the Group will have a core
profit for the Year attributable to owners of the Company of HK$1,697.4
million (2018: HK$718.3 million) and a core profit per share of HK$0.89
(2018: HK$0.38).

The major non-cash items represented the attributable net unrealised fair
value loss on investment properties together with their respective deferred
tax from the Group and its associates and joint venture of HK$584.3
million (2018: net gain of HK$297.0 million) and impairment loss of
goodwill of HK$322.9 million (2018: nil).

Dividends

Final dividend of HK10 cents (year ended 31 December 2017: HK10
cents) per share in total amount of HK$190.8 million for the year ended

31 December 2018 was paid in cash on 12 June 2019.

Interim dividend of HK1 cent (half year ended 30 June 2018: HK1 cent)
per share in total amount of HK$19.1 million for the half year ended
30 June 2019 was paid in cash on 27 August 2019.

Total dividends of HK$209.9 million were paid in cash during the Year.

Repurchase

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

Cash Payment Ratio

Based on (a) the core profit for the Year of HK$1,697.4 million or
HK$0.89 per share (2018: HK$718.3 million or HK$0.38 per share);
(b) cash final dividend for the Year of HK1 cent (2018: HK10 cents) per
share proposed; and (c) cash interim dividend for 2019 of HK1 cent
(2018: HK1 cent) per share paid, the ratio of such cash payment to the
core profit is 2.2% (2018: 28.9%).
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES (contd)

Total Comprehensive Expenses

Total comprehensive expenses for the Year attributable to owners of
the Company was HK$283.6 million or HK$0.15 per share (2018:
HK$2,117.0 million or HK$1.11 per share), which comprised (a) profit
for the Year attributable to owners of the Company of HK$790.2 million
(2018: HK$1,015.3 million); and (b) other comprehensive expenses for
the Year attributable to owners of the Company of HK$1,073.8 million
(2018: HK$3,132.3 million) which mainly included unrealised loss on
fair value changes of listed equity investments at FVTOCI of HK$1,590.6
million (2018: HK$3,052.2 million), details are disclosed in the sub-
paragraph headed “Listed Equity Investments at Fair Value Through
Other Comprehensive Income (b) Implication on Other Comprehensive
Expenses for the Year" of paragraph headed “Securities Investments”

above.

NET ASSET VALUE

As at 31 December 2019, the Group's net asset value attributable to
owners of the Company amounted to HK$33,568.9 million (2018:
HK$34,062.4 million), a decrease of HK$493.5 million or 1.4% when
compared with 31 December 2018. With the total number of ordinary
shares in issue of 1,907,619,079 as at 31 December 2019 and 2018,
the net asset value per share attributable to owners of the Company
was HK$17.60 (2018: HK$17.86). The movement in net asset value was
mainly due to (a) total comprehensive expenses for the Year attributable
to owners of the Company of HK$283.6 million; and (b) final and interim
dividends recognised as distribution during the Year totaling HK$209.9

million.

During the Year, loss on fair value changes of the listed equity investments
categorised as financial assets measured at FVTOCI of HK$1,590.6 million
(2018: HK$3,015.5 million, as well as the transaction cost of disposal
of certain Evergrande Shares of HK$1.0 million) was recorded in other
comprehensive expenses. The cumulative amount of gain on fair value
changes of listed equity investments included in financial assets measured
at FVTOCI reserve was HK$4,980.4 million as at 31 December 2019
(2018: HK$6,571.0 million).
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NET ASSET VALUE (contd)

Other than the disposals of debt securities and the acquisition of the
remaining 49% interest in Landrich (H.K.) Limited (as disclosed in the
paragraph headed “Other Information and Events After the Reporting
Period"
report) and those disclosed in the final results, the Group did not have

in the section headed “Chairman’s Statement” of this annual

material acquisition or disposal of assets and any future plans for material
investment or capital assets.

NET CURRENT LIABILITIES

The Group recorded net current liabilities as at 31 December 2019
of HK$1,138.6 million (2018: HK$2,749.8 million), of which current
assets were HK$8,653.9 million (2018: HK$7,104.6 million) and current
liabilities were HK$9,792.5 million (2018: HK$9,854.4 million). The
position was mainly due to certain of the Group's current liabilities had

been utilised to finance the Group's non-current assets.

In the consolidated statement of financial position and within securities
investment activities, which comprised of bonds and listed equity
investments, the total carrying amount as at 31 December 2019 was
HK$27,554.2 million (2018: HK$26,852.5 million). Included in non-
current assets were part of the bonds in the sum of HK$1,607.4 million
(2018: HK$1,271.6 million) presented as financial assets measured at
FVTPL and listed equity investments in the sum of HK$18,578.7 million
(2018: HK$20,167.0 million) presented as financial assets measured
at FVTOCI. Included in current assets were part of the bonds in the
sum of HK$7,368.1 million (2018: HK$5,413.9 million) presented as
financial assets measured at FVTPL. Margin loans utilised to finance the
securities investments in both non-current and current assets in the sum
of HK$7,128.4 million (2018: HK$7,330.5 million) were presented as

borrowings in current liabilities.

If the margin loans of HK$7,128.4 million (2018: HK$7,330.5 million)
were allocated into the securities investments secured according to the
respective non-current and current assets presentation, HK$3,431.4
million (2018: HK$4,240.4 million) and HK$3,697.0 million (2018:
HK$3,090.1 million) were secured by the securities investments in non-

current and current assets respectively.
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NET CURRENT LIABILITIES (contd)

If the margin loans secured by the securities investments in non-
current assets of HK$3,431.4 million (2018: HK$4,240.4 million) were
reclassified as non-current liabilities, the net current liabilities position of
the Group would become net current assets position as at 31 December
2019 of HK$2,292.8 million (2018: HK$1,490.6 million).

The ratio of margin loans against securities investments was loan-to-
value ratio, which was 25.9% as at 31 December 2019 (2018: 27.3%).
In accordance with the terms and conditions of margin loans facility
agreements of the Group with financial institutions, among others, as long
as the securities investments maintained market value which is in excess
of pre-defined loan-to-value ratios as set out by the financial institutions,
the margin loans upon interest payment due date would be roll-overed
month-for-month, and repayment of margin loans by the Group to
financial institutions would not be required. As such, very often margin
loans of the Group which were presented as current liabilities would not
be current and would be repayable over one year. In the event that the
Group intends to reduce or repay part of the margin loans, the Group
might, among others, dispose of some of the securities investments to

effect the payment.

Securities investments and treasury products of the Group were
frequently traded in the market, and formed part of the Group's treasury
management. They were presented as non-current assets and current

assets according to their intended holding periods.

If the entire securities investments and treasury products of the Group
as at 31 December 2019 were presented as current assets, current
assets would be increased by HK$20,186.1 million (2018: HK$21,438.6
million), and net current liabilities position of HK$1,138.6 million (2018:
HK$2,749.8 million) would become net current assets position of
HK$19,047.5 million (2018: HK$18,688.8 million).

The Group believes that the net current liabilities position as at
31 December 2019 would not have adverse financial effect to the
Group's liquidity or gearing position and the Group has ability to continue

as a going concern.
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SECURITIES INVESTMENTS

The Group's strategy is to maintain securities investment portfolio for
treasury management and invest in securities investments and treasury
products with attractive yield and good prospect in order to bring stable
and satisfactory realised return in long run. During the Year, the Group
diversified the bonds portfolio comprised of the bonds issued by overseas

financial institutions and PRC-based real estate companies.

As at 31 December 2019, the portfolio of securities investments and
treasury products of HK$27,554.2 million (2018: HK$26,852.5 million)
comprised (a) bonds (financial assets measured at FVTPL (non-
current and current assets in aggregate)) of HK$8,975.5 million (2018
HK$6,685.5 million); and (b) listed equity investments (financial assets
measured at FVTOCI) of HK$18,578.7 million (2018: HK$20,167.0
million), representing 57.0% (2018: 55.1%) of total assets.

The respective securities investments under different categories are

elaborated below:

Listed Equity Investments at Fair Value Through Other

Comprehensive Income

In prior years, the Group had acquired 860,000,000 shares of China
Evergrande and recorded as financial assets measured at FVTOCI. During
the Year, no acquisition or disposal of shares of China Evergrande. The
Group held 860,000,000 shares of China Evergrande, representing
approximately 6.5% of the total issued share capital of China Evergrande
as at 31 December 2019.

As at 31 December 2018, the cumulative unrealised gain on fair value
change of the Evergrande Shares was HK$6,571.0 million and the
carrying amount of the Evergrande Shares was HK$20,167.0 million. After
deducting the unrealised fair value loss of HK$1,591.0 million for the
Year, the carrying amount of the Evergrande Shares as at 31 December
2019 was HK$18,576.0 million, representing 38.4% (2018: 41.4%)
of total assets. The cumulative unrealised gain on fair value change
of the Evergrande Shares was reduced from HK$6,571.0 million as at
31 December 2018 to HK$4,980.0 million as at 31 December 2019,
which was recorded in the financial assets measured at FVTOCI reserve.

FINANCIAL OPERATION REVIEW Bf #& % %% 5] &

HERE

AEBZREERFESFREEGZMETEUR
BEARSINSER RS ZESRERMEE
i ARERRESRIBE Mom B 2 IR & - RAE
B AEEEEFES ST e BREEINS K
BRPBEEHERRRITZES

RZE-—NFFT+ZA=+—HB BFRERY
& E @ iﬁ/\27554200000,%7z<:;f)\¢

26,852,500,0008 L) R B iE(Q@)ESH (BBER
LA 2 BR 22 1@.#12%?&%?‘( HRFERE K
MEEEMN) ) 8,975,500,000 7L (=T — N\ F:
6,685,500,000/% ) : R(b) MR A&KEE (B
AHEMEEBEARBAFEFEZSREE)
18,5787000007&%(:%5*)\¢120167000000
BIL) (R EELFES70% (ZZF—\F :55.1%) °

AT BRI 2 &7 R B F L it
BRHMEEREARRAFEZ EHTRERE

RIBEFE - AL B A860,000,0000% + BIE A&
MW ABBEMEERFZUARBRATEFEZ
CREE -RAFE AEEWEBASHEREE
KR 7 » W35 H860,000,0008% 1 B1E AR (HHE
RPEEARZZE-—NAF+TZA=+—RH2Z2HE
BEITIRA#6.5%) o

RZBE—NF+ZA=+—H BERBRGHZAFE
) 25K #H W A6,571,000,0000% 7T & E
K1 2 BE T 1B A20,167,000,0007% JT © 4£ 30 % A
FEREHNFAERIE,591,000,0008 L& R

fn¢+*ﬁi+fallﬁ7<w%zﬁﬁﬁﬁi%
18,576,000,000/8 7T - 1h & E #25H38.40% (ZZ— N\

F:41.4%) - BARNDZAFEE EUZE%.#%
WHR == —)\¢+—ﬂ—+—52657loooooo
BETTRER-_ZTE—NLF+_A=+—82

4,980,000,00078 7T » I B 8% A\ 58 38 E A 2 E Y 25 A
RRAFEFEZEBEEZHHR-

“E-NEFFHR FEAEXEE

33



34

FINANCIAL OPERATION REVIEW Bf #& % %% [ E&

SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below: (Cont'd)

Listed Equity Investments at Fair Value Through Other

Comprehensive Income (Cont'd)

China Evergrande group is principally engaged in property development,
property investment, property management, new energy vehicle business,
hotel operations, finance business, internet business and health industry
business in the PRC. According to the audited consolidated financial
statements of China Evergrande for the years ended 31 December
2018 and 2017, the revenue and profit attributable to shareholders were
RMB466.2 billion (2017: RMB311.0 billion) and RMB37.4 billion (2017:
RMB24.4 billion) respectively; while the total assets and total equity were
RMB1,880.0 billion (2017: RMB1,761.8 billion) and RMB308.6 billion
(2017: RMB242.2 billion) respectively, the net debt was RMB468.9
billion (2017: RMB444.9 billion). In accordance with the unaudited
consolidated financial statements of China Evergrande for the six months
ended 30 June 2019, the revenue and profit attributable to shareholders
were RMB227.0 billion and RMB14.9 billion respectively; while the total
assets and total equity were RMB2,098.5 billion and RMB345.3 billion
respectively, the net debt was RMB525.2 billion. Net debt is calculated as

total borrowings less cash and cash equivalents and restricted cash.

During the Year, the Group acquired another listed equity investment at
HK$2.3 million (including transaction costs), and an unrealised gain on
fair value change of HK$0.4 million was recorded in other comprehensive
expenses. As at 31 December 2019, the carrying amount was HK$2.7

million.

As at 31 December 2019, the listed equity investments recorded as
financial assets measured at FVTOCI was HK$18,578.7 million and
cumulative unrealised gain on fair value changes of HK$4,980.4 million
was recorded in the financial assets measured at FVTOCI reserve. The
unrealised fair value change is a non-cash item and will not affect the cash

flow of the Group.
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SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or

Loss

As at 31 December 2018, the carrying amount of the bonds presented as
financial assets measured at FVTPL was HK$6,685.5 million. During the
Year, the bonds portfolio was increased by a net acquisition of HK$1,127.3
million. After adding the fair value gain of HK$1,162.7 million, the bonds
portfolio of the Group became HK$8,975.5 million as at 31 December
2019, representing 18.6% (2018: 13.7%) of total assets, which formed

part of the Group's cash management activities.

As at 31 December 2019, the bonds portfolio comprised of bonds issued
by overseas financial institutions of 40.5% (2018: 53.7%), PRC-based
real estate companies of 55.9% (2018: 41.6%) and other industries
of 3.6% (2018: 4.7%). They are denominated in different currencies
with 97.0% (2018: 96.7%) in US$ and 3.0% (2018: 3.3%) in Pound
Sterling (“GBP"). The bonds denominated in US$ carry at fixed rate range
from 4.750% to 13.750% (2018: 4.750% to 9.375%) per annum of
which notional amount of US$937.0 million (2018: US$911.4 million)
are callable, all bonds denominated in GBP carry at fixed rate range from
5.875% to 7.250% (2018: 5.875% to 7.250%) per annum of notional
amount of GBP24.5 million (2018: GBP22.5 million) are callable. As at
31 December 2019, the bonds portfolio comprised of 34 bonds (2018:
25 bonds); in terms of credit rating, investment grade, non-investment
grade and unrated were 5 bonds, 26 bonds and 3 bonds (2018:
5 bonds, 16 bonds and 4 bonds) respectively. In terms of maturity,
17 bonds (2018: 14 bonds) were contingent convertible bonds issued
by overseas financial institutions which were perpetual with no fixed
tenor. 17 bonds (2018: 11 bonds) issued by issuers other than overseas
financial institutions will be matured between 2020 to 2046 and no
perpetual bond (2018: 8 bonds would be matured between 2021 to
2046 and the remaining 3 bonds were perpetual).
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SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or

Loss (Cont'd)

Details and movement of the bonds portfolio at the end of the reporting

period are set out below:

Movement of bonds portfolio

Carrying amounts
At 31 December 2018
Purchases

Disposals

Fair value changes

At 31 December 2019

Percentage to total assets

At 31 December 2019

At 31 December 2018

Bond issuers by industry

Overseas financial institutions

PRC-based real estate
Others

Bonds by currency

Uss

GBP
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Coupon rate
(per annum)

REENZR

4.750% to
13.750%
4150E 2
13.750E

5.875% to
1.250%
58715E 2
1250

EERE®

ATHFRAR 2 BHRE L (8)

BRESURRATEZRERVEER (B)

REERAEREE 2 BEREDRIIMT -

Overseas

financial PRC-based
institutions real estate Others Total
BAERBE HEELE Hity BE
HKS$ million HKS$ million HKS$ million HKS$ million
BEET HEET BEBT BEBT
3,588.3 2,780.9 3163 6,685.5
106.1 3,330.6 - 3,436.7
(559.2) (1,6973) (52.9) (2,309.4)
4972 600.9 64.6 1,162.7
3,632.4 5,015.1 328.0 8,975.5
1.5% 10.4% 0.7% 18.6%
7.4% 5.7% 0.6% 13.7%

Carrying amounts
REE

At 31 December 2019

At 31 December 2018

RZZB-NF+t=A=t-H RZE-N\E+-A=+—-H
Percentage Percentage
HK$ million to total HK$ million to total
_ HEE o (k-
BEAT Bk BEET Bt
3,632.4 40.5% 3,588.3 53.7%
5,015.1 55.9% 2,780.9 41.6%
328.0 3.6% 3163 4.7%
8,975.5 100.0% 6,685.5 100.0%
Carrying amounts
wad
At 31 December 2019 At 37 December 2018
R=B-nE+=A=+-8 RZE-NE+-A=t+-H
Percentage Coupon rate B Percentage
HK$ million to total (per annum) HK$ million to total
_ % o B@Es
BEER At RRERE AEAT At
8,710.3 97.0% 4.750% to 6,466.6 96.7%
9.375%
4750EE
9375
265.2 3.0% 5.875% to 2189 3.3%
7.250%
5875EZE
7250
8,975.5 100.0% 6,685.5 100.0%
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SECURITIES INVESTMENTS (contd)

Investment in China Evergrande

As at 31 December 2019, the Group's securities investment in an entity
with a value which exceeds 5% of the Group's total assets is investments
in China Evergrande. The Group's securities investments in China
Evergrande including listed shares and bonds amounted to HK$20,012.0

million or 41.4% of total assets.

The Group held 860,000,000 shares of China Evergrande at a total
consideration (including transaction costs) of HK$13,596.0 million. As
at 31 December 2019, the market value of the Evergrande Shares was
HK$18,576.0 million (2018: HK$20,167.0 million), there was no dividend
income for the Year (2018: net dividend income of HK$1,106.5 million
(after transaction costs)). As at 31 December 2019, the Group also held
5 bonds which were issued by China Evergrande and its indirect wholly-
owned subsidiary, Scenery Journey Limited (collectively “Evergrande

Group”).

Details and the performance of the 5 bonds issued by the Evergrande

Group as at and for the year ended 31 December 2019 are summarised

as follows:
Acquisition Market
Bonds Name of issuer cost price
&% BAIAER WERE [ |
HK$ million %
BEER
Evergrande 10.5% China Evergrande Group 3925 94,6665
R 105% PEEARE
Evergrande 10% China Evergrande Group 3925 95.0290
1R 10% PEEARE
Evergrande 8.75% China Evergrande Group 310.1 86.1250
X 8.75% TEEARE
Scenery Joumey 13% Scenery Journey Limited 4385 102.1017
212 13% SREARAH
Scenery Journey 13.75% Scenery Journey Limited 157 102.3585
113.75% SREARALH
Evergrande Group's bonds RZB-n%¥+t=B=1+-8
at 31 December 2019 EXEEZES 1,549.3

Evergrande 10.5% bond carries fixed coupon rate of 10.5% per annum. It
is denominated in US$ and matures on 11 April 2024. The bond is listed
on the Singapore Exchange Securities Trading Limited (“SGX-ST") and

1

rated "B2" by Moody's Investors Service, Inc. ("Moody's").

Evergrande 10% bond carries fixed coupon rate of 10% per annum. It is
denominated in US$ and matures on 11 April 2023. The bond is listed on
the SGX-ST and rated “B2" by Moody's.
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SECURITIES INVESTMENTS (contd)

Investment in China Evergrande (Cont'd)

Evergrande 8.75% bond carries fixed coupon rate of 8.75% per annum.
It is denominated in US$ and matures on 28 June 2025. The bond is
listed on the Frankfurt Stock Exchange, the SCX-ST and the Stuttgart Stock
Exchange and rated “B3e" by Moody's.

Scenery Journey 13% bond carries fixed coupon rate of 13% per annum.
It is denominated in US$ and matures on 6 November 2022. The bond is
listed on the SGX-ST and rated “B2e” by Moody's.

Scenery Journey 13.75% bond carries fixed coupon rate of 13.75% per
annum. It is denominated in US$ and matures on 6 November 2023. The
bond is listed on the SGX-ST and are rated “B2e" by Moody's.

China Evergrande group is principally engaged in property development,
property investment, property management, new energy vehicle business,
hotel operations, finance business, internet business and health industry
business in the PRC. Its shares are listed on The Stock Exchange of Hong
Kong Limited (stock code: 3333). China Evergrande is one of the leading
real estate developers in the PRC with strong property sale and reasonable
profit margin. The Group believes that dividend payment from the
Evergrande Shares will provide steady income to the Group. Bonds issued
by the Evergrande Group carry attractive coupon interest rates which
the Group believes that it will enhance investment return from treasury

management perspective.
Unlisted Securities Investments

The Group invested in an exempted limited partnership formed under
the Exempted Limited Partnership Law (Revised) of the Cayman lIslands
(which was included in financial assets measured at FVTOCI) and the
carrying amount was HK$408.1 million as at 31 December 2018.
During the Year, the Group has contributed US$2.6 million (equivalent
to approximately HK$20.0 million) and received distribution of US$2.6
million (equivalent to approximately HK$20.0 million), after adding the
fair value gain for the Year of HK$59.8 million (which was recognised in
financial assets measured at FVTOCI reserve), the carrying amount was
HK$467.9 million as at 31 December 2019, representing 1.0% (2018:
0.8%) of total assets.
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RISK MANAGEMENT

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

Group.

EQUITY

The number of issued ordinary shares as at 31 December 2019 and 2018
were 1,907,619,079.

DEBT AND GEARING

As at 31 December 2019, the Group's total debt amounted to
HK$13,574.3 million (2018: HK$13,747.7 million), comprised bank and
other borrowings of HK$13,442.3 million (2018: HK$13,747.7 million)
and lease liabilities of HK$132.0 million (2018: nil). Cash and deposits at
banks amounted to HK$565.3 million (2018: HK$714.6 million), pledged
deposits amounted to HK$274.2 million (2018: HK$237.4 million) and
net debt (including lease liabilities) amounted to HK$12,734.8 million
(2018: HK$12,795.7 million). Upon the initial application of Hong Kong
Financial Reporting Standard 16 “Leases” on 1 January 2019 (details are
set out in Note 2 to the consolidated financial statements of this annual
report), recognition of lease liabilities gave rise to increase in total debt
and net debt of the Group.

Total debt to equity ratio (including lease liabilities) was 40.4% (2018:
40.3%) and net debt to equity ratio (including lease liabilities) was 37.9%
(2018: 37.5%), which are expressed as a percentage of total debt, and
net debt, respectively, over the total equity of HK$33,590.4 million (2018:
HK$34,143.6 million).

If the securities investments and treasury products of HK$27,554.2 million
(2018: HK$26,852.5 million) are included, there would be a net cash
position of HK$14,819.4 million (2018: HK$14,056.8 million).
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DEBT AND GEARING (contd)

As at 31 December 2019, the Group's bank and other borrowings of
HK$13,442.3 million, 68.7%, 16.5% and 14.8% were repayable within
1 year, 1 to 2 years and 2 to 5 years respectively. Of which the Group's
bank and other borrowings were denominated in HK$ (50.3%), GBP
(30.3%) and US$ (19.4%) before entering the cross currency swap. HK$,
GBP and US$ securities investments were hedged by HK$, GBP and US$
borrowings. During the Year, the Group has entered into short term US$/
HK$ cross currency swap to enhance interest payable on borrowing, and
as at 31 December 2019, notional amount of approximately US$158.1
million was outstanding. The Group's bank borrowings were carried at
interest rates calculated with reference to cost of funds, Hong Kong
Interbank Offered Rate (“HIBOR") or London Interbank Offered Rate; other
borrowings were carried at interest rates calculated with reference to cost
of funds or HIBOR. As at 31 December 2019, all the Group's borrowings
were on floating rate basis. Except as disclosed, no hedging for interest

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

As at 31 December 2019, the Group had pledged the following assets

with their respective carrying amounts:

(a) The Group's investment properties of HK$12,248.6 million (2018:
HK$12,770.6 million) and bank deposits of HK$255.8 million
(2018: HK$208.6 million) were pledged to the banks to secure

general banking and loan facilities granted to the Group.

(b) The Group's bonds and listed equity investments with carrying
amounts of HK$27,554.2 million (2018: HK$25,445.5 million) and
cash deposits of HK$18.4 million (2018: HK$28.8 million) were
pledged to the financial institutions to secure margin and securities
facilities granted to the Group in respect of securities transactions, of
which HK$7,128.4 million (2018: HK$7,330.5 million) was utilised

as at 31 December 2019 as borrowings due within one year.

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

the Group.

In addition, the Group had subordinated and assigned its advance to a
joint venture of HK$158.8 million to a bank to secure a banking facility

granted to the joint venture as at 31 December 2019.
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FINANCIAL AND INTEREST INCOME/
EXPENSES

Interest income was included in revenue and investment income (2018:
revenue, investment income and other income). Interest income for the
Year was HK$724.9 million, representing an increase of 7.7% over last
year of HK$673.3 million, mainly due to increase in bond interest income

during the Year.

Finance costs included interest expenses on bank and other borrowings
and lease liabilities (2018: interest expenses on bank and other
borrowings); exchange difference on translation of foreign currency
borrowings; and arrangement fee and facility and commitment fee
expenses. Interest expenses (excluding interest expenses on lease
liabilities) for the Year amounted to HK$375.8 million, representing an
increase of 9.8% over last year of HK$342.4 million and the increase was
mainly due to the increase in interest rates during the Year. The average
interest rate over the year under review was 2.67% (2018: 2.28%),
which was expressed as a percentage of total interest paid (excluding
interest on lease liabilities) over the average total interest-bearing

borrowings.

REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31 December 2019, the Group employed a total of 481 staff (2018:
476 staff) including about 235 staff (2018: 237 staff) employed under
the estate management company in Hong Kong and 1 staff (2018: nil) in
the United Kingdom.

Employees were remunerated on the basis of their performance,
experience and prevailing industry practice. Remuneration packages
comprised salary and year-end discretionary bonus based on market
conditions and individual performance. The executive directors of the
Company continued to review employees’ contributions and to provide
them with necessary incentives and flexibility for their better commitment

and performance. No share option scheme was adopted during the Year.
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FINANCIAL OPERATION REVIEW Bf #& % %% [ E&

REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME (contd)

The Company had adopted a share award scheme (“Share Award
Scheme") in 2009 which was valid and effective until 13 January 2019
(“Expiry"). The Share Award Scheme was to recognise and reward
certain employees for their contributions to the Group and to give long-
term incentives for retaining them for the continued operations and
development of the Group. Details were set out in the paragraph headed
“Share Award Scheme” in the section headed "Directors’ Report” of this
annual report. No share was granted under the Share Award Scheme
during the period from 1 January 2019 to the Expiry and during the life of
the Share Award Scheme.

UNITED KINGDOM AND MAINLAND CHINA

As at 31 December 2019, the Group's investment properties in the
United Kingdom with carrying amount of GBP788.2 million (equivalent to
approximately HK$8,051.1 million) (2018: GBP855.4 million (equivalent
to approximately HK$8,501.5 million)) incurred a net loss of HK$813.0
million (2018: HK$21.4 million) to the Group for the Year, the loss mainly
included in gross profit, fair value changes on investment properties,
finance costs, taxation and impairment loss of goodwill. GBP exchange
gain of foreign operations included in other comprehensive expenses
for the Year amounted to HK$114.3 million (2018: exchange loss of
HK$259.5 million). As at 31 December 2019, the Group's net investment
in the United Kingdom amounted to HK$4,129.6 million (2018
HK$4,826.2 million) representing 12.3% (2018: 14.1%) of the Group's
total equity.

Loss incurred by the Group's investment in Mainland China (mainly
included in investment income, loss on dissolution of subsidiaries, share
of results of investments accounted for using the equity method and
taxation) for the Year amounted to HK$24.5 million (2018: profit of
HK$69.0 million mainly included in other income, share of results of
investments accounted for using the equity method and taxation). RMB
exchange loss of foreign operations included in other comprehensive
expenses (including share of investments accounted for using the
equity method) for the Year amounted to HK$11.6 million (2018:
HK$25.4 million). The Group's net investment in Mainland China as at
31 December 2019 amounted to HK$536.6 million (2018: HK$574.1
million) representing 1.6% (2018: 1.7%) of the Group's total equity.
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PROPERTY VALUATION

Property valuations in respect of the Group's investment properties in
Hong Kong and Mainland China as at 31 December 2019 and 2018
were carried out by B.l. Appraisals, independent qualified professional
valuer. 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, another independent qualified professional valuer. Their
valuations were based on investment method and/or direct comparison
method as the valuation methodologies and were used in preparing 2019

final results.

The Group's investment properties were valued at HK$14,759.5 million
(2018: HK$15,280.8 million), a decrease of 4.8% over 2018 after
adjusted for the additions and exchange adjustments of investment
properties during the Year. The decrease in fair value of HK$742.7 million
was recognised in the consolidated statement of comprehensive income
for the Year. The Group also shared an increase in fair value of investment
properties held by associates and a joint venture of HK$163.5 million in

total for the Year.

The decrease in fair value of HK$742.7 million was mainly derived from
the decrease in fair value of River Court and 61-67 Oxford Street and 11-
14 Soho Street located in the United Kingdom. The fair value change is a

non-cash item and will not affect the cash flow of the Group.
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CORPORATE GOVERNANCE REPORT
TEELBRES

CORPORATE GOVERNANCE PRACTICES

The board of directors (the “Directors” or the “Board”) and management
of the Company (together with its subsidiaries, the “Group”) are
committed to principles of good corporate governance so as to safeguard

the interests of shareholders and enhance value to the shareholders.

Throughout the year ended 31 December 2019 (the "Year”), the
Company had applied the principles and complied with substantial
code provisions (the “Code Provisions”) and certain recommended best
practices set out in the Corporate Governance Code (the "CG Code")
contained in Appendix 14 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”).

THE BOARD

Board Composition

The Board currently comprises four Executive Directors (“ED(s)"), two
Non-executive Directors ("NED(s)") and three Independent Non-executive
Directors (“INED(s)"), with INEDs representing one-third of the Board.
Names of each member of the Board are set out in this Corporate

Governance Report.

During the Year, Mr. Lau, Ming-wai acted as the Chairman of the Board
(the “Chairman”) and Ms. Chan, Sze-wan acted as the Chief Executive
Officer ("CEQ"). The roles of the Chairman and the CEO are separated

and their respective roles and responsibilities were set out in writing.

“List of Directors and their Role and Function” has been maintained at
the websites of the Company and the Stock Exchange. The Directors’
biographies and the relationship among the Board members, if any, are
set out in the Profiles of Directors of this annual report and available on
the Company's website. Save as disclosed in such profiles, there is no
financial, business, family or other material/relevant relationship among

the Directors.
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CORPORATE GOVERNANCE REPORT ¥ ERB|EE

THE BOARD (contd)

Responsibilities of Directors

The NEDs and INEDs with diversified expertise, skills and experience play
an important role on formulating strategy and ensuring that the Board
maintains high standards of corporate governance as well as taking the
lead where potential conflict of interests arises. The Board has received
from each INED a written annual confirmation of his/her independence
and satisfied that the independence of INEDs up to the date of this

annual report is in accordance with the Listing Rules.

On monthly basis, senior management provides the Directors with
operational and financial reports of the Group's performance, position and
prospects. All Directors are kept informed of and duly briefed of major
changes and information that may affect the Group's businesses in a

timely manner.

Directors could have recourse to seek independent professional advice in
performing their duties at the Company's expense and are encouraged
to access and consult with the Company's senior management or the

company secretary (the “Company Secretary”) independently.
Retirement by Rotation and Specific Term of Office

The Company's Bye-laws provides that no Director (save for the executive
chairman and any managing director) shall hold office for a continuous
period in excess of three years, or past the third annual general meeting,
following the Directors’ appointment or re-election, whichever is longer,
without submitting himself/herself for re-election by the shareholders at
the annual general meetings. Accordingly, Directors shall retire by rotation
at least once every three years and a specific term of office has been
fixed for appointment of Directors. During the Year, there was no executive

chairman or managing director in the Board.
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THE BOARD (contd)

Board Meetings

The Board met regularly throughout the Year to discuss the overall
strategy, the operational and financial performance of the Group. Four
regular Board meetings were held during the Year. Advance notices of not
less than fourteen days were served upon each Director for regular Board
meetings. All accompanying Board papers were sent to the Directors in a
timely manner and at least three days before the meetings (or such other
period as agreed). Adequate explanation and information were given to
the Directors by the management to facilitate the Directors in decision-
making. Each Director has to declare his/her interest and abstain from
voting on any Board resolution in which he/she or any of his/her associate
has a material interest in accordance with the Bye-laws of the Company

and the Listing Rules.

The agenda of each Board meeting is set by the Chairman in consultation
with members of the Board such that they are given an opportunity to
include agenda items. Draft and executed Board minutes were sent in
good time to all Directors for their comments and records. Minutes of the
Board meetings recorded in sufficient details were kept by the Company

Secretary.
Board and Management Functions

The functions reserved to the Board are basically provided in the Bye-
laws of the Company and the Board from time to time delegates certain
functions to senior management whenever required. In short, the Board
has reserved for its decision on matters relating to the Group's strategy,
major acquisitions and disposals, major capital expenditure, annual and
interim results, Directors’ appointment and other significant financial and

operational issues.

On top of daily business operation, senior management is responsible for
the preparation of annual and interim consolidated financial statements
for the Board's approval, execution of business strategies and initiatives
adopted by the Board, implementation of adequate system of internal
control and sound risk management practices and is required to report to
the Board and obtain its prior approval on important matters at all times.
Notwithstanding the delegation, the Directors acknowledge that it is the
responsibility of the Board for preparing the financial statements, which

give a true and fair view of the financial results of the Group.
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THE BOARD (contd)

Directors’ Training and Support

The Company encourages its Directors to possess up-to-date knowledge
in order to discharge their duties. Information regarding major changes
in Hong Kong Financial Reporting Standards and Listing Rules as well as

other laws/rules/regulations had been provided to the Directors.

During the Year, the Company has arranged Directors’ training regarding
“INEDs’ Role in Corporate Governance”. Meanwhile, Directors had
provided their record of trainings to the Company. The Board considered
the trainings attended by the Directors are sufficient to discharge their
duties. A summary of the trainings attended by the Directors during the

Year is as follows:—
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Executive Directors HITES
Ms. Chan, Sze-wan BREFRE et b b = €
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Non-executive Directors FHITES
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Independent Non-executive Directors BV FHTES
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Ms. Phillis Loh, Lai-ping EENMLL b&c ba&c c c
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BOARD COMMITTEES

The Board has established Audit Committee, Remuneration Committee
and Nomination Committee (collectively, the “Board Committees”) with
clear written terms of reference which are of no less exacting terms than
those set out in the CG Code. Details of the respective committee’s terms
of reference are available at the Company's and the Stock Exchange's
websites. All the INEDs, i.e. Mr. Chan, Kwok-wai, Ms. Phillis Loh, Lai-
ping and Mr. Ma, Tsz-chun are members of the Board Committees with
Mr. Chan, Kwok-wai acts as chairman of the Audit Committee and the
Remuneration Committee while Ms. Phillis Loh, Lai-ping acts as chairman
of the Nomination Committee. The members of Audit Committee
possess appropriate professional qualifications, accounting or related
financial management expertise, which is higher than the Listing Rules’

requirement.

All accompanying meeting papers were sent to the members in a timely
manner and at least three days before the meetings (or such other period
as agreed). Draft and executed minutes of the meetings were sent in
good time to all members for their comments and records. Minutes of
the meetings recorded in sufficient details were kept by the Company
Secretary. Professional advice and sufficient resources would be given
whenever necessary to allow the Board Committees to discharge their

duties.

Audit Committee

Role and Function

The Audit Committee is responsible for reviewing the Group's corporate
governance, financial reporting, risk management and internal control. It

plays an advisory role and makes relevant recommendations to the Board.

Meetings

The Audit Committee held four meetings during the Year, with the
presence of the representative(s) of the Group's internal audit department
(the “Internal Audit Department”) in those meetings involving discussion
on internal audit reports prepared by Internal Audit Department. Senior
management was co-opted to join the meetings of the Audit Committee
to explain the financial and business conditions of the Group to the

committee members from time to time.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)

Works Performed

The works performed by the Audit Committee in the Year are summarised

below:—
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reviewed the Group's final and interim results and draft
consolidated financial statements for the year ended 31 December
2018 and for the six months ended 30 June 2019 respectively
before recommending them to the Board for approval, with the
presence of the Company's external auditors (the “Independent

Auditors”) in the meeting reviewing final results;

reviewed the overall performance including the performance of

investment properties and development properties of the Group;

reviewed the accounting principles and practices adopted by the
Group and the requirements of the Listing Rules and statutory

compliance;

recommended to the Board the re-appointment of the Independent

Auditors for shareholders' approval;

reviewed the Group's internal control, risk management, financial

reporting and auditing matters;

reviewed and discussed significant audit findings in a meeting with

the presence of Independent Auditors;

prepared and submitted to the Board an audit committee report
detailing the works performed by the Audit Committee during 2018,
presented its findings and made recommendations to the Board for

consideration;

carried out annual review on the continuing connected transactions

of the Group;

reviewed the adequacy of resources, qualifications and experience
of staff of the Group's accounting, financial reporting and internal

audit functions, and their training programmes and budget;
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)

Works Performed (Cont'd)

(10) discussed with Independent Auditors the nature and scope of the
annual audit and reporting obligations of the Independent Auditors

for the Year; reviewed and approved the terms of engagement

letters, and fees for audit and non-audit services for the Year;

(11) reviewed the arrangement for employees to raise concerns about

possible improprieties in financial reporting, internal control or other

related matters;

(12) reviewed and discussed internal audit reports prepared by Internal

Audit Department;

(13) considered and approved the internal audit plan for the year 2020;

(14) reviewed the effectiveness of internal audit function;

(15) reviewed the Company's policies and practices on corporate

governance, compliance with the CG Code and disclosure in the

Corporate Governance Report;

(16) reviewed the Company's policies and practices on compliance

with legal and regulatory requirements and the compliance of such

policies and practices;

(17) reviewed the code of conduct for the Directors and the compliance

of such code;

(18) reviewed the code of practice for employees;

(19) reviewed the sufficiency of training and continuous professional

development for the Directors and senior executives;

(20) reviewed the progress of risk management;

(21) reviewed the effectiveness and adequacy of risk management and

internal control systems; and

(22) reviewed the impact of adoption of new Hong Kong Financial

Reporting Standards.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)
Works Performed (Cont'd)

In March 2020, the Audit Committee reviewed (i) the Group's final results
and draft audited consolidated financial statements for the Year; (ii) the
Company's compliance with the CG Code during the Year and disclosure
in the Corporate Governance Report; (iii) the sufficiency of training and
continuous professional development for Directors and senior executives
for the Year; (iv) the effectiveness and adequacy of risk management
and internal control systems for the Year; and (v) the effectiveness of
internal audit function of the Group for the Year. The Audit Committee also
made recommendation to the Board on the re-appointment of retiring
Independent Auditors for shareholders' approval at the forthcoming

annual general meeting (the “2020 AGM").
Independent Auditors

In order to enhance independent reporting by Independent Auditors, the
engagement director of the Independent Auditors is subject to periodical
rotation, and the nature and ratio of annual fees payable to Independent
Auditors for non-audit services and for audit services are subject to
scrutiny by the Audit Committee. A policy of non-audit services from
Independent Auditors was established. The Audit Committee considers
whether there is clear efficiency and value-added benefit to the Company
from that work being undertaken by the Independent Auditors; whether
there is adverse effect on the independence of their audit work or the
perception of such independence; the nature of the non-audit services
envisaged to be provided by the Independent Auditors; and the related
fee levels individually and in aggregate relative to the audit fees. In
addition, a policy restricting the employment of employees or former
employees of Independent Auditors as senior executives or financial

positions with the Group has also been in place.

During the Year, the Independent Auditors had been engaged in providing
non-audit services in relation to annual review of continuing connected
transactions at a fee of HK$100,000. The audit fees of the Independent
Auditors for auditing the consolidated financial statements of the Group
for the Year was HK$2,015,000. The relevant engagement letters had
been reviewed and approved by the Audit Committee.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)
Independent Auditors (Cont'd)

Prior to the commencement of the audit of accounts of the Group, the
Audit Committee had reviewed the Independent Auditors’ independence
and objectivity as required under the Code of Ethics for Professional
Accountants issued by the Hong Kong Institute of Certified Public
Accountants, reviewed the terms of their engagement as well as the

nature and scope of the audit and reporting obligations.

The Audit Committee was satisfied with the findings of their review of the
engagement process, effectiveness, independence and objectivity of the

Independent Auditors.
Remuneration Committee
Role and Function

The Remuneration Committee is responsible for reviewing the
remuneration policies for all Directors and senior executives. The
Remuneration Committee is also responsible to review regularly and
make recommendations to the Board on the remuneration package of
individual EDs and senior executives as well as the remuneration of NEDs.
It would consult the Chairman or the CEO on the remuneration proposals

whenever it thinks fit.

The objective of remunerating the Directors and senior executives of the
Company is to ensure that there is an appropriate level of remuneration
to attract and retain experienced businessmen or professionals of high
calibre to act as the Directors and senior executives to oversee the
Company's businesses and development.

Meetings

The Remuneration Committee held three meetings during the Year.
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BOARD COMMITTEES (contd)

Remuneration Committee (Cont'd)
Works Performed

The works performed by the Remuneration Committee in the Year are

summarised below:—
(1) assessed the performance of EDs;

(2) reviewed and recommended to the Board the EDs' and senior

executives' remuneration packages for the Year;
(3) noted the annual discretionary bonus to employees;

(4) recommended to the Board to fix the Directors’ fee of NEDs for the

Year; and

(5) reviewed and recommended to the Board the ED's and
senior executives' remuneration packages for the year ending
31 December 2020, including the adjustment of ED's monthly
salary of (i) Ms. Chan, Lok-wan to HK$63,000 and (ii) Mr. Lam,
Kwong-wai to HK$195,100 and such adjustment has approved by
the Board with reference to their duties and responsibilities in the

Group as well as the prevailing market conditions.
Remuneration Policy for EDs

The primary goal of the remuneration policy on EDs' remuneration
package is to enable the Company to retain and motivate EDs by linking
their reward with performance as measured against corporate objectives.
In determining guidelines for each reward element, the Company refers to

remuneration surveys on companies operating in similar businesses.
Remuneration Policy for NEDs and INEDs

The Directors' fees of NEDs and INEDs are subject to annual assessment
with reference to their duties and responsibilities and the prevailing market
conditions as appropriate. Reimbursement is allowed for out-of-pocket

expenses incurred in connection with performance of their duties.
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BOARD COMMITTEES (contd)

Nomination Committee

Role and Function

The role of the Nomination Committee is to lead the process and make
recommendations for appointments to the Board, whether as additional
appointment or to fill up the casual vacancy of directorship as and when
they arise, in the light of challenges and opportunities facing the Company,
as well as business development and requirements of the Company.
Meeting

The Nomination Committee held one meeting during the Year.

Works Performed

The works performed by the Nomination Committee in the Year are

summarised below:—

(1) reviewed the structure, size, composition and diversity of the Board;

and

(2) recommended to the Board on the re-appointment of Directors for

shareholders" approval.
After the Year end, the Nomination Committee made recommendation

to the Board on the re-appointment of retiring Directors for shareholders'
approval at the 2020 AGM.
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BOARD COMMITTEES (contd)

Nomination Committee (Cont'd)
Nomination Policy, Procedures, Process and Criteria

The Nomination Committee reviews the structure, size, composition
and diversity (including the evaluation of skills, knowledge, professional
experience, cultural and educational background, gender and age of the
Board members and assessment on the independence of the INEDs) of
the Board at least annually. It is responsible for making recommendations
on any proposed changes to the Board to complement the Company's
corporate strategy and succession planning for the Directors from time
to time and selecting suitable and qualified individuals to become Board
members. In evaluating and selecting candidate(s) for directorship,
the Nomination Committee considers the character and integrity; skills
and expertise; professional and educational background; potential time
commitment for the board and/or committee responsibilities; and
the elements of the Board Diversity Policy as stated below etc. The
Nomination Committee makes recommendation to the Board to appoint
the appropriate person among the candidates nominated for directorship.
The Board appoints suitable candidate(s) in accordance with the Bye-laws

of the Company and the Listing Rules.
Board Diversity Policy

The Company recognises and embraces the benefit of having a diverse
board, and sees increasing diversity at board level as an essential
element in maintaining a competitive advantage and achieving long-term
sustainable growth for the Group. A board diversity policy (the “Board
Diversity Policy”) has been adopted since September 2013. Elements of
the Board Diversity Policy include gender, age, cultural and educational
background, professional experience, skills and knowledge of Directors.
The said elements have substantially been included in the current Board

composition.

REZEES (B

RAREK B BIERER

REZEGEVEFRIBEEINRRE AR AKX
REZT(BREEFEGKREZREE  M#E EXL

B XERBEER MR REFRIEF G KRBT
FMTEST BN REREERETH
RERMBEAARBZEERBMRHYEESEL
VEB LR EFZEEFEREEZIREAER
BEBATHARESTEKE RFBEKEREER
2 NER - RBRZE S L EEMIERME BB
RER BEEXRBMER RBETEFSR LEE
EREAGERRZER AR T zEEEEZ T
EBRRZAEE REZEGHEERUZRES
ERHERBEARSIMNEFTERUEZ -EFER
BARBZ ARMAAR ETRA ZEGE AL

EE2Z LB

18

ARBBRAMEEZTIESTETR2EE LR
ESEHaZLtRERARERFELZRERER
BARFERRZVATR EERZTEERER ([&
EEE BRI ET—ZFNARKRER &
FESEERZAREREE MR Fik - XL
EHEES BELR RERARM -EEGHAZ
MARERHES bt

“E-NEFFHR FEAEXEE

99



56

CORPORATE GOVERNANCE REPORT ¥ ERIREE

INVESTMENT COMMITTEE

Investment Committee had been established since 15 April 2014,
comprising Ms. Chan, Sze-wan as chairman, Mr. Lam, Kwong-wai as chief
investment officer, Mr. Chan, Kwok-wai and Mr. Ma, Tsz-chun as members
with written terms of reference in place. It is empowered to manage the
investment business of the Group (other than real estate investment) and
to make recommendations and provide advice to the Board in relation to

investment or potential investment.

ATTENDANCE RECORD OF DIRECTORS

Attendance record of each of the Board members is as follows:—

REZESE

REZEGE T NFEATHBKY AR
BATHEIER MEFEERERERE RERE
FER SRR LR B AKX B E R E T
BEHlE - REZEGRRREEAKRBEZRER
(FHERERIN) URAEAHEREREERER
BREFEREZELER -

EEHETE

BREZGNBZHFELERIIMT : —

Attendance Record of Directors == i 37 &

No. of meetings attended/held in 2019 (Percentage of attendance in total) R =F— hEHE /ETEEHE (AHER)

Regular Audit  Remuneration Nomination Investment Annual
Board Committee Committee = Committee =~ Committee General
Meeting Meeting Meeting Meeting Meeting Meeting
EHEE® BNKZEE® HMZEEe REZEE® REZEE® RREF
Name of Directors EZpg = = = = = V-1
Executive Directors HTES
Ms. Chan, Sze-wan (CEO) BREFBA T (770485) 4/4(100%) N/ATER  NATER  NATEAR  4/4(100%) 1/1 (100%)
Ms. Chan, Hoi-wan BmelBLt 4/4 (1000) NATER NATER NATER NATER  1/1(100%)
Ms. Chan, Lok-wan CES . 3/4(75%)  N/ARER  NATEAR  NATEA  NATER  Absent HfE
Mr. Lam, Kwong-wai MHE K& 4/4 (100%) N/ATEA  NATEB  NATER  4/4 (100%) 1/1 (100%)
Non-executive Directors FHTES
Mr. Lau, Ming-wai (Chairman) BRBEE(ZE) 3/4(75%) NATER  NATER NATER NATERB  Absent HE
Ms. Amy Lau, Yuk-wai HES e 4/4 (100%) N/ATEA  NATEB NATER NATER 1/1(100%)
Independent Non-executive Directors BYFH{TES
Mr. Chan, Kwok-wai FREI(& 55 4 4/4 (100%)  4/4 (100%)  3/3 (100%) 1/1(100%)  4/4 (100%) 1/1 (100%)
Ms. Phillis Loh, Lai-ping BREN LT 4/4 (100%)  4/4 (100%) 3/3 (100%) 1/1(100%) N/A @A 1/1 (100%)
Mr. Ma, Tsz-chun BEELE 4/4 (100%)  4/4 (100%)  3/3 (1000%) 1/1 (100%)  4/4 (100%) 1/1 (100%)

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms without deviation from the required
standard set out in the Model Code for Securities Transactions by Directors
of Listed Issuers contained in Appendix 10 to the Listing Rules (the
“Model Code"). All Directors, after specific enquiries by the Company,
confirmed that they had complied with the required standard set out in

the Model Code and the said code of conduct during the Year.
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MODEL CODE FOR SECURITIES TRANSACTIONS
(Cont'd)

The Company has also adopted a code of conduct regarding securities
transactions by relevant employees on terms no less exacting than the
required standard set out in the Model Code. All the relevant employees
(the "Relevant Employees”) who, because of office or employment, are
likely to be in possession of unpublished inside information in relation
to the Group's securities had been requested to follow such code when
dealing in the securities of the Company. All Relevant Employees, after
specific enquiries by the Company, confirmed that they had complied with
the required standard set out in the said code during the Year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility to ensure that the Group
maintains an effective risk management and internal control systems
and review of their effectiveness through the Audit Committee at least
annually. The Board oversees the Company's senior management in
the design, implementation and monitoring of the risk management
and internal control systems and acknowledges that such systems
are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss. Internal Audit
Department is responsible for reviewing relevant financial, operational and
compliance controls and risk management functions, and reporting their

findings and advice to the Audit Committee.

Internal Audit

Internal Audit Department reports directly to the Audit Committee and is

independent of the Company’'s management, with key tasks to:—

(1) assess and monitor internal controls of the Group with unrestricted
direct access right to any levels of management whenever it

considered necessary;

2) conduct comprehensive internal audits of the practices and
P P
procedures, income and expenditures, and internal control of all

business units of the Group on a regular basis; and

(3) carry out special reviews and investigations on areas of concern

identified by the management for corrective actions.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Cont'd)

Internal Audit (Cont'd)

Internal Audit Department produces an annual internal audit plan
based on a risk assessment methodology for the Audit Committee’s
approval. Internal audits are carried out on a regular basis according to
the approved plan. Internal audit reports summarising audit findings
and recommendations are prepared from time to time for the Audit
Committee's review and discussion. Management is responsible for
ensuring that control weaknesses highlighted in internal audits are rectified
within a reasonable period. Internal Audit Department would monitor the

proper implementation of corrective measures.

During the Year, Internal Audit Department had conducted six internal
audits, relevant reports had been submitted to the Audit Committee for
consideration. The Audit Committee was satisfied with the scope and
quality of works done, and the extent and frequency of communication
of internal audit reports by the Internal Audit Department. The Audit
Committee was also satisfied with the effectiveness of the internal audit

function of the Group.

Risk Management

Risk Management Framework

The Company established an Enterprise Risk Management Framework
that includes a risk management policy and procedures, as well as
a designated risk management officer who helps to deploy the risk

management process across the business.

Risk Management Process

Our risk management process includes risk identification, risk assessment
and prioritisation, risk owner appointment, risk treatment and upward
reporting and monitoring of identified risks to the Audit Committee. A
corporate risk register has been established to track and document the
identified risks, risk owners, mitigating actions and control measures, and

facilitates continuous update of risk treatments.

Half-yearly reviews were conducted to follow up on the significant risks
and related actions as documented in the corporate risk register, and the
results reported to the Audit Committee. The year end risk management
assessment result was reported to the Board through the Audit
Committee. The Company will continue to enhance and standardize our

approach to manage risks.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Cont'd)

Risk Management (Cont'd)

Risk Management Process (Cont'd)

Subsequent to the Year, the Audit Committee has reviewed the
effectiveness and adequacy of risk management system for the Year and
the Board is satisfied with the effectiveness and adequacy of the risk
management system of the Group and considered that the Company had
complied with the Code Provisions in respect of risk management during
the Year.

Internal Control

Annual Review

Based on the annual assessment made by the Independent Auditors and
the works done by Internal Audit Department, the Audit Committee and
the Board are satisfied with the effectiveness and adequacy of the system

of internal control of the Group and concluded that:—

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

internal control during the Year;

(2) aframework of prudent and effective controls had been established

to identify, evaluate and manage the risks;

(3) internal control and accounting systems of the Group were effective

and adequate;

(4) significant risks and control failings or weaknesses (if any) that
may influence the Group and the changes since last annual review
had been identified, evaluated and managed through the ongoing

monitoring process;

(5) material transactions were executed with the management'’s

authorisation;

(6) the Company's processes for financial reporting and Listing Rules

compliance were effective; and

(7) the resources, qualifications and experience of staff of the Group's
accounting, financial reporting and internal audit functions, and their

training programmes and budget were adequate.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company acknowledges that general meetings are good
communication channel with shareholders that the Directors and 