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GENERAL INFORMATION

The Company is an exempted company incorporated in Bermuda
with limited liability and its shares are listed on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”). The addresses of the
Company's registered office and principal office in Hong Kong are
disclosed in the “Corporate Information” section of the annual

report.

The consolidated financial statements are presented in Hong Kong
dollars ("HK$"), which is the same as the functional currency of the
Company and its subsidiaries ("Group”) and all values are rounded

to the nearest thousand (HK$'000) except otherwise indicated.

The Company's principal activity is investment holding and the
principal activities of its principal subsidiaries, associates and jointly

controlled entities are set out in Notes 52, 53 and 28 respectively.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The accounting policies adopted in the consolidated financial
statements for the year ended 31st December, 2011 are consistent
with those followed in the preparation of the Group's consolidated
financial statements for the year ended 31st December, 2010

except as described below.
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CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

mEMBMRME

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (contd)

In the current year, the Group has applied, for the first time,

the following new or revised standards, amendments and

interpretations (“new HKFRSs") issued by the Hong Kong Institute

of Certificate Public Accountants (“HKICPA"), which are effective

for the Group's financial year beginning on 1st January, 2011. The

new HKFRSs adopted by the Group in the consolidated financial

statements are set out below:

HKFRSs (Amendments) Improvements to HKFRSs issued in
2010

Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time

HKFRS 1 (Amendment)

Adopters

HKAS 24 (Revised) Related Party Disclosures

HKAS 32 (Amendment)

Classification of Rights Issues

HK(IFRIC) — Int 14

(Amendments)

Prepayments of a Minimum Funding

Requirement

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with

Equity Instruments

HKAS 24 (Revised) clarifies and simplifies the definition of related
parties. The new definitions emphasise a symmetrical view of
related party relationships and clarify the circumstances in which
persons and key management personnel affect related party
relationships of an entity. The revised standard also introduces an
exemption from the general related party disclosure requirements
for transaction with a government and entities that are controlled,
jointly controlled or significantly influenced by the same government
as the reporting entity. The accounting policy for related parties
has been revised to reflect the changes in the definition of related
parties under the revised standard. The adoption of the revised
standard did not have any impact on the financial position or
performance of the Group.

The Group has early adopted the amendments to HKAS 12
"Deferred Tax: Recovery of Underlying Assets”, in respect of the
recognition of deferred tax on investment properties carried at
fair value under HKAS 40 “Investment Property” for the financial
year ended 31st December, 2010 and this change in accounting
policy has been consistently applied in the consolidated financial
statements.
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Notes to the Consolidated Financial Statements

REMBHREWE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (contd)

Save as described above, the application of the new HKFRSs had
no material effect on how the results and financial position for
the current or prior accounting periods have been prepared and

presented. Accordingly, no prior year adjustment has been required.

The Group has not early adopted the following new and revised

HKFRSs that have been issued but are not yet effective.

HKFRS 1 (Amendments)  Disclosures — Severe Hyperinflation
and Removal of Fixed Dates for
First-time Adopters!

HKFRS 7 (Amendments)  Disclosures — Transfers of Financial
Assets!

HKFRS 7 (Amendments)  Disclosures — Offsetting Financial
Assets and Financial Liabilities®

HKFRS 7 and HKFRS 9 Mandatory Effective Date of HKFRS 9

(Amendments) and Transition Disclosure®
HKFRS 9 Financial Instruments®
HKFRS 10 Consolidated Financial Statements?
HKFRS 11 Joint Arrangements?
HKFRS 12 Disclosure of Interests in Other
Entities®
HKFRS 13 Fair Value Measurement®

HKAS 1 (Amendments) Presentation of Items of Other

Comprehensive Income?

HKAS 19 Employee Benefits?
(Revised in 2011)

HKAS 27 Separate Financial Statements?
(Revised in 2011)

HKAS 28 Investments in Associates and Joint
(Revised in 2011) Ventures®

HKAS 32 (Amendments)  Presentation — Offsetting Financial
Assets and Financial Liabilities*
HK(IFRIC) — Int 20 Stripping Costs in the Production

Phase of a Surface Mine?
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Notes to the Consolidated Financial Statements

mEMBMRME

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (Contd)

! Effective for annual periods beginning on or after Tst July, 2011

2 Effective for annual periods beginning on or after 1st July, 2012

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

4 Effective for annual periods beginning on or after 1st January,
2014

5 Effective for annual periods beginning on or after 1st January,
2015

HKFRS 9 “Financial Instruments” (as issued in November
2009) introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 “Financial Instruments”
(as revised in November 2010) adds requirements for the financial
liabilities and for derecognition. Under HKFRS 9, all recognised
financial assets that are within the scope of HKAS 39 “Financial
Instruments: Recognition and Measurement” are subsequently
measured at either amortised cost or fair value. Specifically, debt
investments that are held within a business model whose objective
is to collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest on
the principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other debt
investments and equity investments are measured at their fair

values at the end of subsequent accounting periods.

HKFRS 9 is effective for annual periods beginning on or after 1st
January, 2015, with earlier application permitted. The application
of HKFRS 9 might affect the classification, measurement and

presentation of the Group's financial assets and financial liabilities.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

FEFFTR] MIRIER] BRI 5
EER ([ BB KRS %E
811)

! WZZ——FtA—HszZHARZF

[E B A K

2 R-Z——FLtA B2 RARZEF
[E AR

: RIZ-—=F—-A Bz &HnRZF
[Z BAE A4 3K

‘ R-Z—mMFE—-A Ak z&Minz s
[E B AR

s RIZ-—AF-A— B2 RAKZF
[E AR

FEVBREEMNFORIERMTA] (R
“ETAF+-AMBEMSIAEREE
DEREFTEZHRTE - BAMBHRELER
FORIEMTA| (R=F—FF+—FH
FTHERT) A B B EMBUBRER ZMRE
REBEEBUBREENFSNR FEEES
FPERIEIE [emI A Rk E] &
ERNZMACHERTMEEERIZEHK
AR FEAE LERRBUBRAENRS
MEMUABERAREZEBRE UK
AEREER/RERREEREHNEMNRZ
BHREREZEBRE  —RNERS
FHHIRIRE IR AN Gt E - PR A i AR
BRBEAREREER ST RIZ A FER

sty
= o
Eal

BRI HREEA RN - —AFE—
— BB F A AR
8 o A IR R A5 2 R 0% AT A
YEAEEOMAERCREBELHE-
SERSHIFE.



Notes to the Consolidated Financial Statements

REMBHREWE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (contd)

HKFRS 13 “Fair Value Measurement” establishes a single source
of guidance for fair value measurements and disclosures about fair
value measurements. The standard defines fair value, establishes
a framework for measuring fair value, and requires disclosures
about fair value measurements. The scope of HKFRS 13 is
broad; it applies to both financial instrument items and non-
financial instrument items for which other HKFRSs require or
permit fair value measurements and disclosures about fair value
measurements, except in specified circumstances. In general, the
disclosure requirements in HKFRS 13 are more extensive than
those in the current standards. HKFRS 13 is effective for annual
periods beginning on or after 1st January, 2013, with earlier
application permitted. The application of the HKFRS 13 might affect
the amounts reported and result in more extensive disclosures in

the consolidated financial statements of the Group.

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

and financial position are prepared and presented.
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CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

mEMBMRME

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

disclosure requirements of the Hong Kong Companies Ordinance.

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

the accounting policies set out below.

(a) Basis of consolidation

Subsidiaries

Subsidiaries are all entities over which the Group has
the power to govern the financial and operating policies
generally accompanying a shareholding of more than one
half of the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible
are considered when assessing whether the Group controls
another entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group. They are

de-consolidated from the date that control ceases.

The Group uses the acquisition method of accounting
to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at
the acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest's

proportionate share of the acquiree's net assets.

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBHREWE

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

(a)

Basis of consolidation (Cont'd)

Subsidiaries (Cont'd)

Investments in subsidiaries are accounted for at cost
less impairment. Cost is adjusted to reflect changes
in consideration arising from contingent consideration
amendments within the measurement period (a maximum
of 12 months from the acquisition date). Cost also includes

direct attributable costs of investment.

The excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in
the acquiree over the fair value of the identifiable net assets
acquired is recorded as goodwill. If this is less than the fair
value of the net assets of the subsidiary acquired in the case
of a bargain purchase, the difference is recognised directly in

profit or loss.

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.

Unrealised losses are also eliminated.

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

non-controlling interests having a deficit balance.
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Notes to the Consolidated Financial Statements

mEMBMRME

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

(a)

CHINESE ESTATES HOLDINGS LIMITED

Basis of consolidation (Cont'd)

Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity owners of the Group. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying amount of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to non-controlling

interests are also recorded in equity.

When the Group ceases to have control or significant
influence, any retained interest in the entity is remeasured to
its fair value, with the change in carrying amount recognised
in profit or loss. The fair value is the initial carrying amount
for the purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial
asset. In addition, any amounts previously recognised in
other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the
related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are

reclassified to profit or loss.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate share of
the amounts previously recognised in other comprehensive

income are reclassified to profit or loss where appropriate.

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(b)

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business

less accumulated impairment losses, if any.

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

bargain purchase gain.

For the purposes of impairment testing, goodwill is allocated
to each of the Group's cash-generating units (or groups of
cash-generating units) that is expected to benefit from the

synergies of the combination.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, or more frequently when
there is indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit on a pro-rata
basis based on the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for goodwill is

not reversed is in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the

determination of the profit or loss on disposal.

3.

\

+ =

(b)

ESHHERE @

2]

]

WHEEXKIEEA BB RN KESRE
BEBEST ZKANER R EEES
B(E)IIER-

BEREERREREEBA ZEMFE
ERERTE RRBALABEZ
ARz A FE(INE) 2R
78 1 BT U8 BT 9% Bl B B N BR P AR
BEEREBESM 2R 2 ZHE
B HEEMER  FARBE A H5I
BEMRMAAERBRZNKERH
ZeEBHERREREEBEAZE
IS R R AR
BZBRAEEZ A iﬁ@M@Z@
# RIZERAREIRRER

Yo B et o

SREAAMNE BEEOEEAE
EEERAZERA O Z BRI
Zﬁ%éi%ﬁ(i%@ﬁi?i%
i) e

BEMBZREELBEUEETF (K
REBRBRZEMAEHRBE
B S SRE M) T RVERI S - IR &
EEEM TN SBERERR
B BIREBIES KD ARRZE
EREEZREE HRARZE
NASREEZREEZ LA DA
EREBEMNEMEE - ERHEZR
BEEESEENEEMRR -HE R
BEEBETERERBMED -

HERBRSELSBUMETHE
BER S AREMEZERE-

—T-FFR  EAEXEE

91



92

Notes to the Consolidated Financial Statements

mEMBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(9

CHINESE ESTATES HOLDINGS LIMITED

Investments in associates

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

policies.

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

that associate.

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

immediately in profit or loss.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group's investment in an associate. When
necessary, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance
with HKAS 36 Impairment of Assets as a single asset by
comparing its recoverable amount (higher of value in use
and fair value less costs to sell) with its carrying amount,
Any impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent
that the recoverable amount of the investment subsequently

increases.

Annual Report 2011
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Notes to the Consolidated Financial Statements

REMBHREWE

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

(9

Investments in associates (Cont'd)

Upon disposal of an associate that results in the Group
losing significant influence over that associate, any retained
investment is measured at fair value at that date and the
fair value is regarded as its fair value on initial recognition
as a financial asset in accordance with HKAS 39. The
difference between the previous carrying amount of the
associate attributable to the retained interest and its fair
value is included in the determination of the gain or loss on
disposal of the associate. In addition, the Group accounts for
all amounts previously recognised in other comprehensive
income in relation to that associate on the same basis as
would be required if that associate had directly disposed
of the related assets or liabilities. Therefore, if a gain or
loss previously recognised in other comprehensive income
by that associate would be reclassified to profit or loss on
the disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) when it loses significant influence

over that associate.

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

Group's interest in the relevant associate.

3.

RHERE AT (BRAREE K EZ
ERNRZERTEN) R EAK
BIEBIRZAZ AT EE  M&EA
FEERSERREBEEEGERSE
ORRERABERREMEERZAQ
FE -RETELEHE QAR 2 RER
Bt ARBENEEZBE DR Z
AIBREEEE AT ECEZ5E e o
RNE B E 2 AR E 2 T s T
RZFASEARR  FTiR£EMmZ
E AR EELERBEEESARE
Fres e Az EAEAR R o B Lt - fin 5% B
ERRNLEHEBEENRAERS
1% 2 A HE SRR EMEEWmZ%%
B EEER  ARNEEENAX
HZBME R ZERTVENN  BE
HREBRAEREFSOEZER
(EREHHERE) -

N

=

’—%

EERENEEZHZE QT
AR AN S B AT B R B 2

HETTZ
NG zﬁ#% ¥ B

5

ﬁaﬁ%\

—T-FFR  EAEXEE

93



94

Notes to the Consolidated Financial Statements

mEMBMRME

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

(d)

CHINESE ESTATES HOLDINGS LIMITED

Jointly controlled entities

Joint venture arrangements that involve the establishment of
a separate entity in which venturers have joint control over
the economic activity of the entity are referred to as jointly

controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting. Under
the equity method, interests in jointly controlled entities are
carried in the consolidated statement of financial position at
cost as adjusted for post-acquisition changes in the Group's
share of the profit or loss and of changes in equity of the
jointly controlled entities, less any identified impairment loss.
When the Group's share of losses of a jointly controlled
entity equals or exceeds its interest in that jointly controlled
entity (which includes any long-term interests that, in
substance, form part of the Group's net investment in the
jointly controlled entity), the Group discontinues recognising
its share of further losses. An additional share of losses is
provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive obligations

or made payments on behalf of that jointly controlled entity.

When a group entity transacts with a jointly controlled entity
of the Group, unrealised profits or losses are eliminated to
the extent of the Group's interest in the jointly controlled
entity, except to the extent that unrealised losses provide
evidence of an impairment of the asset transferred, in which

case, the full amount of losses is recognised.
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Notes to the Consolidated Financial Statements

REMBHREWE

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

(e)

®

Impairment losses (other than goodwill, intangible

assets with indefinite useful lives)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an

impairment loss is recognised as income immediately.

Investment properties

Investment properties are properties held to earn rental
income and/or for capital appreciation. On initial recognition,
investment properties are measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at fair
value. Gains and losses arising from changes in the fair value
of investment properties are included in profit or loss for
the year in which they arise. However, if the fair values of
investment properties under development are not reliably
determinable but expect the fair values of the properties to
be reliably determinable when development is completed, it
shall measure that investment properties under development
at cost, less any impairment loss, until either its fair value
become reliably determinable or development is completed

(whichever is earlier).
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Notes to the Consolidated Financial Statements

mEMBMRME

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

®

CHINESE ESTATES HOLDINGS LIMITED

Investment properties (Cont'd)

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

loss for the year in which changes take place.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected from
its disposals. Any gain or loss arising on derecognition of
the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in profit or loss for the year in which the property is

derecognised.

An investment property is transferred at fair value to
properties and other fixed assets when the property begins to
be occupied by the owner. Gain or loss arising from change
in fair value of the investment property upon the transfer is

included in profit or loss.

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

profits.
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Notes to the Consolidated Financial Statements

REMBHREWE

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

(8

(h)

Properties and other fixed assets

Properties and other fixed assets including buildings and
leasehold land classified as finance leases (other than
properties under development) are stated at cost less
subsequent accumulated depreciation and accumulated

impairment losses.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,

where shorter, the term of the relevant lease.

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

straight line method, at the following rates per annum:

Type Basis

Leasehold land Over the remaining lives
of the leases

Buildings Over the shorter of the
remaining unexpired period

of the lease and 40 years

Furniture, fixtures and 3 to 10 years
equipments
Yachts and motor vehicles 3 to 10 years

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

the year in which the item is derecognised.

Property interests held for future development

Property interests held for future development represents a
right to develop properties on a piece of land upon payment
of a final amount, and are carried at cost less any identified

impairment loss.
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Notes to the Consolidated Financial Statements

REMBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(i) Stock of properties

Stock of properties, which are held for trading, is stated at the
lower of cost and net realisable value. Cost and net realisable

value are determined as follows:
i Completed properties held for sale

The cost of completed properties held for sale is
determined by apportionment of the total development
costs, including borrowing costs capitalised, attributable
to unsold units. Net realisable value is estimated by the
management, based on prevailing market conditions,
which represents the estimated selling price less
estimated costs to be incurred in selling the property.
Cost of completed properties held for sale comprises
all costs of purchase, costs of conversion and costs
incurred in bringing the inventories to their present

location and condition.

A write-down for stock of completed properties is made
of the net realisable value is lower than its carrying

amount.

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

profit or loss in the period in which the reversal occurs.
ii.  Properties under development held for sale

The costs of properties under development held for
sale includes identified costs including the acquisition
cost of land, aggregate cost of development, borrowing
costs capitalised, material and supplies, wages, other
direct expenses and an appropriate proportion of
overheads. Net realisable value is estimated by the
management, taking into account the expected price
that can ultimately be achieved, based on prevailing
market conditions and the anticipated costs of

completed and costs to be incurred in selling the

property.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

0]

1)

(k)

Stock of properties (Cont'd)

ii.  Properties under development held for sale (Cont'd)

A write-down for properties under development is
made if the net realisable value is lower than expected
as result of change in market condition and/or

significant variation in the budgeted development cost.

The amount of any write-down of or provision
for properties under development held for sale is
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of
any write-down or provision arising from an increase in
net realisable value is recognised in profit or loss in the

period in which the reversal occurs.

Inventories for cosmetic products

Inventories comprise finished goods and raw materials which

are stated at the lower of cost and net realisable value.

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

expenses.

Intangible assets

Trading rights, exchange rights and trademark

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

identified impairment loss. The amortisation period adopted

for intangible assets is 5 years.
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Notes to the Consolidated Financial Statements

REMBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments

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

loss.

Financial assets

The Group's financial assets are classified into one of the
three categories, including financial assets at fair value
through profit or loss, loans and receivables and available-
for-sale financial assets. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace. The accounting policies adopted in respect of

such category of financial assets are set out below.

Effective interest method

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

to the net carrying amount on initial recognition.
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Notes to the Consolidated Financial Statements
BREMBRERME

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

() Financial instruments (Cont'd)
Financial assets (Cont'd)
Effective interest method (Cont'd)
Interest income is recognised on an effective interest basis for
debt instruments other than financial assets designated as at
fair value through profit or loss.
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss have two
subcategories, including financial assets held-for-trading and
those designated at fair value through profit or loss on initial
recognition.
A financial asset is classified as held-for-trading if:
(i) it has been acquired principally for the purpose of

selling in the near future;

(i) it is a part of an identified portfolio of financial

instruments that the Group manages together and has

a recent actual pattern of short-term profit-taking; or

(i) it is a derivative that is not designated and effective as

a hedging instrument.

3. TESHHEBE @

)

ERMIA(E)

EHEE (#)

BRI F% (&)

BoBABBREGEIARRATFEZ
TREEZNEBMAIN EHTAZ
MEWARERA X HER -

BBRBARRNFEZTHEE

BRAEEARRATFEZEREE
EME BRBFEEEZEREER
RERERRRETESBBEBEN
RBAFEZEREE-

HHRTHER SREEDHERR
RIFEEEMRE:

() =E=MEEIBRERLHAE
EREMmMBA:

(i) 2RMEEARAEEHRATEZ
CRIARTHEAZ —BH R
HARTNEHANERE
=

, m
8

(i) EMEER—BATLEERKLE
IR R BIEE R T A

T -—FFH  EABXKEE




102

Notes to the Consolidated Financial Statements

REMBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial assets (Cont'd)

Financial assets at fair value through profit or loss

Financial assets are classified at fair value through profit or
loss when the financial asset is either held for trading or it
designated by management as such at inception. A financial
asset other than a financial asset held-for-trading may be
designated as at fair value through profit or loss upon initial

recognition if:

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

otherwise arise;

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

or

(iiiy it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 Financial
Instruments: Recognition and Measurement permits
the entire combined contract (asset or liability) to be

designated as at fair value through profit or loss.

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

any dividend or interest earned on the financial assets.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

Loans and receivables

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

impairment losses.

Available-for-sale financial assets

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

available-for-sale financial assets.

Available-for-sale financial assets are measured at fair value
at the end of the reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated
under the securities investments reserve, until the financial
asset is disposed of or determined to be impaired, at which
time, the cumulative gain or loss previously accumulated in
the securities investments reserve is reclassified to profit or
loss (see the accounting policy in respect of impairment loss

on financial assets below).

However, interest calculated using the effective interest

method is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

REMBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial assets (Cont'd)

Available-for-sale financial assets (Cont'd)

For the purpose of recognising foreign exchange gains and
losses, a monetary available-for-sale financial asset is treated
as if it was carried at amortised cost in the foreign currency.
Accordingly, for such a financial asset, exchange differences
resulting from changes in carrying amount are recognised in

profit or loss.

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

loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at fair value through profit
or loss, are assessed for indicators of impairment at the
end of the reporting period. Financial assets are impaired
where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the financial

assets have been affected.
For an available-for-sale equity investment, a significant or

prolonged decline in the fair value of that investment below

its cost is considered to be objective evidence of impairment.
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Notes to the Consolidated Financial Statements

FEMBHREWE

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

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

For all other financial assets, objective evidence of

impairment could include:

(i) significant financial difficulty of the issuer or

counterparty;

(i) default or delinquency in interest or principal

payments; or

(i) it becoming probable that the borrower will enter

bankruptcy or financial re-organisation.

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

conditions that correlate with default on receivables.

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

asset's original effective interest rate.

3.

\

+

)

T2 HREBRE @)

EWMIA (&)

EHEE (#)

EREERE (&)

AEEMEREENS  BEXE
EIEA B

() BAARRSHFEBBESH
;

(i) BAOAXNHERAEHAE
B

(i) ERABRIGEMESETHS
Bl

HREMESFREE TR 2SR
BEME HARTEEMNBREZE
EgREFHRE —AREFIAEZ
BMEXBEEUERAEEBEL
Wk e - A RNER R RHEEB T
EEMZERERE BN LA KRR
BN EYFRRR BRI
HREBERIR ABREE -

RIRBHER AR 2 ERMEEMS
BRZMEBECEANEEZRE
EEZSREERERNRBRE
A ARKRBEERECREMELE

HETH-

—T-FFR EAEXEE

105



106

Notes to the Consolidated Financial Statements

REMBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset's carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment

loss will not be reversed in subsequent periods.

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

allowance account are recognised in profit or loss.

When available-for-sale financial assets are determined
to be impaired, the cumulative gains or losses previously
recognised in other comprehensive income are reclassified to

profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of
the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

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

event occurring after the recognition of the impairment loss.

Financial liabilities and equity

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an

equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The Group's financial liabilities are classified into
financial liabilities at fair value through profit or loss and other
financial liabilities. The accounting policies adopted in respect
of financial liabilities and equity instruments are set out

below.
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Notes to the Consolidated Financial Statements

REMBMRME

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEZEe=HHEHE &)
POLICIES (Cont'd)

()  Financial instruments (Cont'd) ) S@MIAEE)

Financial liabilities and equity (Cont'd) THEERRAEZ (F)
Effective interest method BB 3%
The effective interest method is a method of calculating the ERFEREZA—BHESRHEER
amortised cost of a financial liability and of allocating interest 85 B AN B A5 B A F) 0 99 B LR
expense over the relevant period. The effective interest XT3 VE BRI E IR R
rate is the rate that exactly discounts estimated future cash HemaBEEFHRK (MER)E
payments (including all fees and points paid or received that REEAKETRARREZ L (21
form an integral part of the effective interest rate, transaction PR B s 2 W Ir 1 5K B B R R —
costs and other premiums or discounts) through the expected HOoEBRARER XHUAREM
life of the financial liability, or where appropriate, a shorter BT E) AR EREFEZ
period to the net carrying amount on initial recognition. -
Interest expense is recognised on an effective interest basis RofARBERNUREATEZ
other than financial liabilities classified as at fair value through TREBEZFNEFAIN FERXIR
profit or loss. BRI EAEHR -
Financial liabilities at fair value through profit or loss BBREmARBENFEZ2HEE
Financial liabilities at fair value through profit or loss has two EiRE *M&%’“?@Z%%ﬂ‘lﬁ%
subcategories, including financial liabilities held-for-trading B BREFIEFEEZSRBER
and those designated at fair value through profit or loss on RERBERKEIEE RBRIBRIA
initial recognition. Financial liabilities at fair value through REAFEZ CREE - BBERINA
profit or loss are measured at fair value, with changes in fair REAFEzCRBEDEATE
value recognised directly in profit or loss in the period in e -MAFEZEBEESE 2 HH
which they arise. NEEEERER -

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

FIEEEMR:

(i) it has been acquired principally for the purpose of 0) irﬁ?&% BEF ERENTHAE
repurchasing in the near term; REmeE+:

(i) on initial recognition it is a part of a portfolio of (i) SREBEREAERARTEE
identified financial instruments that the Group manages HAEEZ S “ﬂlﬂﬁﬁiiﬁ/—\
together and has a recent actual pattern of short-term Z—a#bn MEHBEHRE A
profit-taking; or MERRRX: 7

(i) it is a derivative that is not designated and effective as (i) =RBER—EITEEMKLIE
a hedging instrument. EBERRBEHHRIA-
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

Financial instruments (Cont'd)

Financial liabilities and equity (Cont'd)

Financial liabilities at fair value through profit or loss (Cont'd)

A financial liability other than a financial liability held-for-
trading may be designated as at fair value through profit or

loss upon initial recognition if:

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

otherwise arise;

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

or

(iiiy it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated

as at fair value through profit or loss.

Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value recognised
directly in profit or loss in the year in which they arise. The
net gain or loss recognised in profit or loss includes any

interest paid on the financial liability.

Other financial liabilities

Other financial liabilities (including creditors and accruals,
securities trading and margin payable, deposits received,
bank and other borrowings, amounts due to associates
and amount due to a non-controlling shareholder) are
subsequently measured at amortised cost, using the effective

interest method.
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Notes to the Consolidated Financial Statements

REMBMRME

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

)

CHINESE ESTATES HOLDINGS LIMITED

Financial instruments (Cont'd)

Financial liabilities and equity (Cont'd)

Equity instruments

Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.

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

cancellation of the Company’s own equity instruments.

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the original
or modified terms of debt instrument. A financial guarantee
contract issued by the Group and not designated as at fair
value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to
the issue of the financial guarantee contract. Subsequent to
initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount determined in
accordance with HKAS 37, “Provisions, Contingent Liabilities
and Contingent Assets”; and (i) the amount initially
recognised less, when appropriate, cumulative amortisation

recognised in accordance with HKAS 18, “Revenue”.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

)

(m)

Financial instruments (Cont'd)

Derecognition

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

or loss.

For financial liabilities, they are removed from the
consolidated statement of financial position when the
obligation specified in the relevant contract is discharged,
cancelled or expires. The difference between the carrying
amount of the financial liability derecognised and the

consideration paid or payable is recognised in profit or loss.

Revenue recognition

Revenue from properties developed for sale is recognised
upon completion of sales agreement and by reference to
the timing of the execution of deed of legal assignment or

delivery of property to the purchaser, whichever is earlier.

Revenue from properties held for sale is recognised on the
execution of a binding sales agreement. Payments received
from the purchasers prior to this stage are recorded as
deposits received on sales of properties and are grouped

under current liabilities.

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

lease.

Sale of securities investments are recognised on a trade date

basis.
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Notes to the Consolidated Financial Statements

REMBMRME

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

(m) Revenue recognition (Cont'd)

(n)

CHINESE ESTATES HOLDINGS LIMITED

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

when the relevant contract notes are executed.

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

which the services are rendered.

Dividend income from investments is recognised when the

Group's right to receive payment have been established.

Revenue from sales of cosmetic product is recognised when

goods are delivered and titles have been passed.

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

amount.

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in profit or
loss because it excludes items of income or expense that are
taxable or deductible in other years, and it further excludes
items that are never taxable or deductible. The Group's
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the

reporting period.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

(n)

Taxation (Cont'd)

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

taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where
the Group is able to control the reversal of the temporary
difference and its is probable that the temporary difference

will not reverse in the foreseeable future.

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

available to allow all or part of the asset to be recovered.

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

included in the accounting for the business combination.
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Notes to the Consolidated Financial Statements

REMBMRME

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

(n)

(0)

CHINESE ESTATES HOLDINGS LIMITED

Taxation (Cont'd)

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

net basis.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as

operating leases.

The Group as lessor

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

basis over the lease term.

The Group as lessee

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

rental expense over the lease term on a straight-line basis.
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Notes to the Consolidated Financial Statements

FEMBHREWE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (contd)

()]

Foreign currencies

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

of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise, except for exchange differences arising on a monetary
item that forms part of the Company's net investment in a
foreign operation, in which case, such exchange differences
are recognised in other comprehensive income in the
consolidated financial statements and will be reclassified from
equity to profit or loss on disposal of the foreign operation.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit
or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains
and losses are recognised directly in other comprehensive
income, in which cases, the exchange differences are

recognised directly in other comprehensive income.
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Notes to the Consolidated Financial Statements

REMBMRME

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

(p)

CHINESE ESTATES HOLDINGS LIMITED

Foreign currencies (Cont'd)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into presentation currency of the
Group (i.e. HK$) using the current rate prevailing at the
end of the reporting period. Income and expenses items
are translated at the average exchange rates for the period,
unless exchange rates fluctuate significantly during that year,
in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated
in equity under the heading of the translation reserve. Such
exchange differences are recognised in profit or loss in the

period in which the foreign operation is disposed of.

On the disposal of a foreign operation (i.e. a disposal of the
Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, a disposal involving loss of joint control
over a jointly controlled entity that includes a foreign
operation, or a disposal involving loss of significant influence
over an associate that includes a foreign operation), all of
the exchange differences accumulated in equity in respect
of that operation attributable to the owners of the Company
are reclassified to profit or loss. In addition, in relation to
a partial disposal that does not result in the Group losing
control over a subsidiary that includes a foreign operation,
the proportionate share of accumulated exchange differences
are reattributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e.
partial disposals of associates or jointly controlled entities
that do not result in the Group losing significant influence or
joint control), the proportionate share of the accumulated

exchange differences is reclassified to profit or loss.
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Notes to the Consolidated Financial Statements

FEMBHREWE

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

(@)

(U]

(s)

Borrowing costs

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

intended use or sale.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.

Retirement benefits costs

Payment to defined contribution retirement benefit schemes
are charged as an expense when employees have rendered

service entitling them to the contributions.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle the obligation
and a reliable estimate can be made of the amount of the

obligation.

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

present value of those cash flows.
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Notes to the Consolidated Financial Statements

REMBMRME

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

®

(u)

CHINESE ESTATES HOLDINGS LIMITED

Non-current assets held for sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing
use. This condition is regarded as met only when the sale
is highly probable and the non-current asset (or disposal
group) is available for immediate sale in its present condition.
Management must be committed to the sale, which should
be expected to qualify for recognition as a completed sale

within one year from the date of classification.
Non-current assets and disposal groups classified as held
for sale are measured at the lower of their previous carrying
amount and fair value less costs to sell. The investment
properties classified as held for sale are measured at its fair
value at the date of disposal.
Related parties
(i) A person, or a close member of that person’s family, is
related to the Group if that person:
(1) has control or joint control over the Group;
(2) has significant influence over the Group; or

(3) is a member of the key management personnel

of the Group or the Group's parent.
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Notes to the Consolidated Financial Statements

FEMBHREWE

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

(u) Related parties (Cont'd)

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

conditions applies:

Q)

@

3

Q)

®)

©)

)

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

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

member).

both entities are joint ventures of the same third

party.

one entity is a joint venture of a third entity and

the other entity is an associate of the third entity.

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or

an entity related to the Group.

the entity is controlled or jointly controlled by a

person identified in (i).

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

parent of the entity).

Close family members of an individual are those family

members who may be expected to influence, or be

influenced by, that person in their dealings with the entity.
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Notes to the Consolidated Financial Statements

REMBMRME

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

v)

(w)

CHINESE ESTATES HOLDINGS LIMITED

Contingent liabilities and assets

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

they will then be recognised as a provision.

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

certain, an asset is recognised.

Operating segments

Operating segments are reported in a manner consistent
with the internal management reporting provided to the chief
operating decision-makers. Segment assets consist primarily
of properties and other fixed assets, financial assets and other
assets. Segment liabilities comprise financial liabilities and
other liabilities. The Group evaluates performance on the
basis of profit or loss from operations after tax expense and
non-controlling interests but not including the major non-cash
items. The major non-cash items are fair value changes on
investment properties together with their respective deferred
tax expense. No intersegment revenue accounted for as
the intersegment revenue is mainly the rental income for

administrative purpose.
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Notes to the Consolidated Financial Statements

FEMBHREWE

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which are
described in Note 3, management is required to make judgments,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources.
The estimates and underlying assumptions are based on historical
experience and other factors that are considered to be relevant.

Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods

if the revision affects both current and future periods.

Critical judgments in applying accounting policies

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

statements.

Fair value and impairment of available-for-sale investments

As described in Note 5, the management uses their judgment
in selecting an appropriate valuation technique for financial
instruments not quoted in an active market. Valuation techniques
commonly used by market practitioners are applied. The Group's
unlisted equity instruments with carrying amount of approximately
HK$120,239,000 (2010: HK$152,173,000) are valued using a
discounted cash flow analysis based on assumptions supported,
where possible, by observable market prices or rates. The
estimation of fair value of these equity instruments also includes
some assumptions not supported by observable market prices or

rates.
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Notes to the Consolidated Financial Statements

REMBMRME

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (contd)

Critical judgments in applying accounting policies (Cont'd)
Impairment loss in respect of accounts receivable

The policy for impairment loss in respect of accounts receivable
of the Group is based on the evaluation of collectability and
aging analysis of accounts and on management's judgment. A
considerable amount of judgment is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each debtor. If
the financial conditions of debtors of the Group were to deteriorate,
resulting in an impairment of their ability to make payments,

additional allowances may be required.
Investment properties

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

value of the investment properties will change in future.
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Notes to the Consolidated Financial Statements

FEMBHREWE

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY  (contd)

Critical judgments in applying accounting policies (Cont'd)
Income tax expense

At 31st December, 2011, a deferred tax asset of approximately
HK$55,211,000 (2010: HK$37,266,000) in relation to unused
tax losses has been recognised in the consolidated statement of
financial position. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual
future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the
consolidated statement of comprehensive income for the year in

which such a reversal takes place.
Impairment of goodwill and intangible assets

The Group performs annual tests on whether there has been
impairment of goodwill and intangible assets in accordance with
the accounting policy stated in Note 3. The recoverable amounts
of cash-generating units are determined based on value-in-use
calculations. These calculations require the use of estimates and
assumptions made by management on the future operation of the
business, pre-tax discount rates, and other assumptions underlying

the value-in-use calculations.
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Notes to the Consolidated Financial Statements

mA B EmRME
5. FINANCIAL INSTRUMENTS 5. @MT A
(a) Categories of financial instruments: (a) £WMIAEH:
2011 2010
HK$'000 HK$'000
TERT FA&T
Financial assets CREE
Available-for-sale investments FERE 4,213,673 434,783
Financial assets at fair value through BERERURBRAFEZ
profit or loss: CREE:
— Investments held-for-trading —“RBEEECKRE 514,917 2,422,066
— Designated as at fair value through —BERBREBRIA
profit or loss R FE 5,226,611 5,185,429
Loans and receivables BRI FRIE
(including time deposits, (BEERFR
bank balances and cash) RITEHRERS) 8,535,745 13,427519
Financial liabilities SRAE
Amortised cost B R AR 24,572,469 20,254,581
Financial guarantee liabilities BBEREAE 91 290
(b) Financial risk management objectives and policies (b) SHREABREEBERBE
The Group's major financial instruments include equity rEEZFESHTABREREAK
investments, debt securities, bonds, advances to associates/ ‘- fﬁ‘%%% E5 H B & R A
investee companies/non-controlling shareholders, borrowings, S BEZRERNR S ZERIIFERRE
debtors and deposits, time deposits and bank balances, 2 RIE - E E JEWERIBE RIS
creditors and accruals, and deposits received. Details of these Hﬁfm&&fﬁ’ EEh - EATRRIA K ERT
financial instruments are disclosed in respective notes. The REREWES ZEEHITAFS

CHINESE ESTATES HOLDINGS LIMITED

risks associated with these financial instruments and the

policies on how to mitigate these risks are set out below.

The management manages and monitors these exposures to

ensure appropriate measures are implemented on a timely

and effective manner.

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

relating to financial instruments or the manner in which it

manages and measures the risks.
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Notes to the Consolidated Financial Statements

FEMBHREWE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk

®

Foreign currency risk

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

arise.
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Notes to the Consolidated Financial Statements

mEMBERMTE
5. FINANCIAL INSTRUMENTS (cont'd) 5. T A @
(b) Financial risk management objectives and policies (Cont'd) (b) SHRERBEEBERBX(E)
Market risk (Cont'd) mEEE (&)
() Foreign currency risk (Cont'd) ) srEEE (E)

The Group's exposure to foreign currency risk at the

end of the reporting period is as follows:

REEZINERBRN IR E R
ZHREEMT

2011 2010
Assets BE HK$'000 HK$'000
FTHExT FHET
United States dollars ("USD") E(I%Emx]) 9,513,711 5,732,182
RMB AR 213,602 191,162
GBP s 43,591 504,379
EUR BT 42,093 363,444
Macau Pataca (“MOP") SEPHE (DRPIME ) 1,954 -
2011 2010
Liabilities af& HK$'000 HK$'000
FExT FET
usD ETT 3,275,867 436,270
GBP HEE 524,752 -
EUR BX T - 231,840
MOP JRPYHE 179 -
Sensitivity analysis BURE DT

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

from the analysis below.
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Notes to the Consolidated Financial Statements

FEMBHREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Market risk (Cont'd)

0)

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

5% is the sensitivity rate used when reporting foreign
currency risk internally to key management personnel
and represents management's assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes outstanding foreign
currency denominated monetary items, and adjusts
their translation at the end of the reporting period for
a 5% change in foreign currency rates. The sensitivity
analysis includes external loans as well as loans to/
from foreign operations within the Group where
the denomination of the loan is in a currency other
than the currency of the lender or the borrower; but
excluding exposure resulting from the translation of
the financial statements of foreign operations into the

Group's presentation currency.

A positive/negative number below indicates an
increase/decrease in profit where the relevant
currencies strengthen 5% against HK$. For a 5%
weakening of the relevant currencies against HK$, there

would be an equal and opposite impact on the profit.

Impact of b2
RMB AR
GBP HEE
EUR BT

There would be no material impact to the Group's
other components of equity for the years ended 31st
December, 2011 and 2010.

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

risk at the end of the reporting period.
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Profit or loss

B
2011 2010
HK$'000 HK$'000
FHET FHET
10,680 9,558
(24,058) 25219
2,105 6,580
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Notes to the Consolidated Financial Statements

REMBMRME

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

(i)

CHINESE ESTATES HOLDINGS LIMITED

Cash flow interest rate risk

The Group has interest-bearing assets and variable-rate
borrowings including advances to associates, available-
for-sale investments, loans receivable, bank balances
and borrowings and is therefore exposed to cash flow
interest rate risk. Details of these financial instruments
are disclosed in respective notes. The Group currently
does not have interest rate hedging policy. However,
the management monitors interest rate exposure and
will consider hedging significant interest rate exposure

should the need arise.

The Group's cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rates (“HIBOR"), prime rate (“Prime"), The
London Interbank Offered Rates (“LIBOR"), People's
Bank of China base rate or costs of funds of financial

institutions.

Sensitivity analysis

The following demonstrates the sensitivity to a
reasonable possible change in interest rates with all
other variables held constant, of the Group's profit
(loss) before tax (through the impact of floating rates in
advances to associates, available-for-sale investments,

loans receivable, bank balances and borrowings).
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Notes to the Consolidated Financial Statements

FEMBHREWE

5. FINANCIAL INSTRUMENTS (contd)
(b) Financial risk management objectives and policies (Cont'd)
Market risk (Cont'd)
(i) Cash flow interest rate risk (Cont'd)
Sensitivity analysis (Cont'd)

If the floating rates had been 50 basis points higher/
lower, with all the other variables held constant, the

Group's:

. profit before tax for the year ended 31st
December, 2011 would decrease/increase
by approximately HK$83,604,000 (2010:
loss before tax would increase/decrease by
approximately HK$45,472,000). This was mainly
attributable to the Group's exposure to interest
rates on its interest-bearing assets and variable-

rate borrowings.

. no material impact to the other components of
equity for the years ended 31st December, 2011
and 2010.

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

variable-rate borrowings.
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Notes to the Consolidated Financial Statements

REMBMRME

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

(i)

CHINESE ESTATES HOLDINGS LIMITED

Price risk

The Group's investments classified as available-for-sale
investments, investments held-for-trading and financial
assets designated as at fair value through profit or loss
are measured at fair value at the end of each reporting
period and expose the Group to price risk. The
management manages this exposure by maintaining a
portfolio of investments with different risk profiles. In
addition, the Group has appointed a special team to
monitor the price risk and will consider hedging the risk

exposure should the need arise.
Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to price risk at the end of the

reporting period.

If prices had been 5% higher/lower, the Group's:

. profit before tax for the year ended 31st
December, 2011 would increase/decrease
by approximately HK$287,076,000 (2010:
loss before tax would decrease/increase by
approximately HK$380,375,000). This was
mainly due to the changes in fair value of
investments held-for-trading and financial assets

designated as at fair value through profit or loss.

. other components of equity for the year ended
31st December, 2011 would increase/decrease
by approximately HK$15,240,000 (2010:
HK$20,743,000) as a result of the changes in

fair value of available-for-sale investments.
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Notes to the Consolidated Financial Statements

FEMBHREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Credit risk

The Group's maximum exposure to credit risk in the event of
the counterparties’ failure to perform their obligations as at
31st December, 2011 in relation to each class of recognised
financial assets are: (a) the carrying amounts of those assets
as stated in the consolidated statement of financial position;
and (b) financial guarantee provided by the Group which
is the amount of contingent liabilities in relation to financial
guarantee issued by the Group. The Group's time deposits
are deposited with banks of high credit quality in Hong Kong

and overseas.

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

strength of each counterparty.

In an attempt to forestall adverse market movement, the
Group also monitors potential exposures to each financial
institution counterparty. In addition, the Group reviews the
recoverable amount of each individual trade debt at the end
of the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors of the Company (“Directors”) consider that the

Group's credit risk is significantly reduced.

The Group's concentration of credit risk by geographical

locations is mainly in Hong Kong.
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Notes to the Consolidated Financial Statements

REMBMRME

5.

FINANCIAL INSTRUMENTS (contd)

(b)

CHINESE ESTATES HOLDINGS LIMITED

Financial risk management objectives and policies (Cont'd)

Liquidity risk

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

institutions without the Group's consent.

The Group manages liquidity risk by maintaining adequate
bank deposits and cash, monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets

and liabilities.

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

necessary.

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

cash flows.
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Notes to the Consolidated Financial Statements

FEMBHREWE

5.

FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies (Cont'd)

Liquidity risk (Cont'd)

Non-derivative financial
liabilities
Borrowings
- Current
- Non-current
Creditors and accruals
Securities trading and
margin payable
Amounts due to associates

Amount due to a non-controlling

shareholder

Financial guarantees liabilities
- Current
— Non-current

Total

Non-derivative financial
liabilities
Borrowings
- Current
- Non-current
Creditors and accruals
Securities trading and
margin payable
Amounts due to associates

Amount due to a non-controlling

shareholder

Financial guarantees liabilities
- Current
— Non-current

Total

FiTEERAE

&
-n#LE
—FREtE

EATRRIR R AT 508

ENEFRSEER
RES

REHENRHER

RE—RFREER
W

HHERER
—RBEE
—FREiE

aE

FiTEeRAE

&
-nBLE
—FREE

FEATRRIR R BT 508

ENEFXHRER
RES

REABERERE

RE—RFRBEHER
HR

HBERRAR
~REE
—FEREHE

A

Weighted
average
effective
interest rate
mEFH
ECYIES

1.02%
2.65%

Weighted
average
effective
interest rate
MEFH

YIRS

0.70%
1.14%

2.25%

PANN=1 =
5. @RI A
(b) cREAKREEEERBEE (&)
REBELEE (E)
At 31st December, 2011

R-B-—-F+-A=t+-H
Total Total
Within Within 2 Over  undiscounted carrying
1year  to5 years 5years cash flows amount
AERRE REE
-1 WEEEF BENE REAHE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn Ti#n TiEn TR TR
10,376,207 - - 10,376,207 10,006,667
- 13,069,010 270,348 13,339,358 12,684,015
765,027 - - 765,027 765,027
10,996 - - 10,996 10,996
- 183,689 - 183,689 183,689
- 14,430 - 14,430 14,430
350,600 - - 350,600 -
- 811,899 - 811,899 91
11,502,830 14,079,028 270,348 25,852,206 23,664,915

At 31st December, 2010

RZE-TF+-A=+-H
Total Total
Within Within 2 Over  undiscounted carrying
1 year to 5 years 5 years cash flows amount
AUERRES REE
—¥R WEERF BENE mELE Fok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL THET TR TR
3,925,086 - - 3,925,086 3,727552
- 15259313 - 15259,313 14,982,958
719,241 - - 719,241 719,241
73,197 - - 73,197 73,197
- 78,939 - 78,939 76,950
- 141,325 - 141,325 141,325
350,600 - - 350,600 290
- 758,735 - 758,735 -
5,068,124 16,238,312 - 21,306,436 19,721,513
“E—FFH  EABEXEE

133



134

Notes to the Consolidated Financial Statements

REMBMRME

5. FINANCIAL INSTRUMENTS (contd)

(c) Fair value estimation

The fair value of financial assets and financial liabilities are

determined as follows:

. the fair values of financial assets and financial liabilities
with standard terms and conditions and traded in active
liquid markets are determined with reference to quoted

market bid prices and ask prices respectively;

the fair values of derivative instruments are determined

based on the quoted prices provided by the securities’

broker; and

the fair values of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash

flow analysis using the estimated future cash flows and

the current market rate of return.

The Directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised costs in

the consolidated financial statements approximate to their fair

values.

(d) Fair value measurements recognised in the

consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial

recognition at fair value, grouped into Levels 1 to 3 based on

the degree to which the fair value is observable:

Level 1: fair value measurements are those derived from

quoted prices (unadjusted) in active markets for

identical assets or liabilities;

Level 2:  fair value measurements are those derived from
inputs other than quoted prices included within
Level 1 that are observable for asset or liability,

either directly (i.e. as prices) or indirectly (i.e.

derived from prices); and

Level 3: fair value measurements are those derived from
valuation techniques that include inputs for the

asset or liability that are not based on observable

market data (unobservable inputs).

CHINESE ESTATES HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

FEMBHREWE

5. FINANCIAL INSTRUMENTS (contd)

(d) Fair value measurements recognised in the

consolidated statement of financial position (Cont'd)

The following table shows the Group's analysis of financial

instruments recorded at fair value by the fair value hierarchy:

Financial assets
Financial assets at fair value
through profit or loss

— Investments held-for-trading

— Designated as at fair value
through profit or loss

Available-for-sale investments
— Unlisted debt securities
— Unlisted equity securities
(note)

Total

Financial assets
Financial assets at fair value
through profit or loss

— Investments held-for-trading

— Designated as at fair value
through profit or loss

Available-for-sale
— Listed debt securities
— Unlisted debt securities
- Unlisted equity securities
(note)

Total

SHEE
BBBRARR
AFEZEHAE
~HERERA
~ T ARB AR
AFE

FERE
—JFEmEEES
—FETRAES

(H3E)

nE

TREE
BBBRARR
AVEZEREE
-HFEEERE
—IEERBBRENRBR
A

FERE
—EMEBES
—FEMEBES
—FEMBAES

(B&E)

nE

5. /T A
(d REEFERIBRERZLAFE
TE (&)

TRERANEB AR FED S H FT

A FEREZEM T AN

At 31st December, 2011
R-ZE——F+-A=1+—H
Level 1 Level 2 Level 3 Total
B8 B B=ZR M
HK$'000 HK$'000 HK$'000 HK$'000
FET FEx FEx FERT
514,917 - - 514,917
5,226,611 - - 5,226,611
184,564 - - 184,564
- - 120,239 120,239
5,926,092 - 120,239 6,046,331
At 31st December, 2010
RZZFE-ZF+-A=+—H

Level 1 Level 2 Level 3 Total
E—& F-H FE=® B
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT
2,422,066 - - 2,422,066
5,185,429 - - 5,185,429
38,976 - - 38,976
223714 - - 223714
- - 152,173 152,173
7,870,185 - 152,173 8,022,358
T ——FFR EABXEHE

135



Notes to the Consolidated Financial Statements

mA B EmRME
5. FINANCIAL INSTRUMENTS (cont'd) 5. @ T H @)
(d) Fair value measurements recognised in the RESHBEMRRBERERZATE
consolidated statement of financial position (Cont'd) & (&)
Note: The fair value of unlisted equity investments classified Mzt DEATERE 2 EHRAE
as available-for-sale investments are measured using FHIRE 2N TETIARBRR SR
a discounted cash flow model that includes some ERAFE ZEABRFEETIL
assumptions that are not supportable by observable BEOBETSERIERIHL
market prices or rates (see Note 29 for details). B (FF15 RMTEE29) ©
There were no transfers amongst Level 1, Level 2 and Level 3 NFEFRHNE R F-RNE
in the fair value hierarchy. S ik 3 1 3
The fair value of financial instruments traded in active RERMBEEZEMIAZRT
markets is based on quoted market prices at the end of each BRNE s BAR P2 T {8 o M RNAF
reporting period. A market is regarded as active if quoted RERBEBARSM X550 &4
prices are readily and regularly available from an exchange, ERAER MERBREERBES
dealer, broker, industry group, pricing service, or regulatory WRE ERZERBERREHEL
agency, and those prices represent actual and regularly FEEFEIT 2 TSRS - BITT5AIR
occurring market transactions on an arm’s length basis. The RER - AEEMFEMEEMAZ
quoted market price used for financial assets held by the TMSREFRBAIZEAB - WHWETER
Group is the current bid price. These instruments are included Bt AE -
in Level 1.
The movement during the year in the balances of Level 3 fair FZWAFEAEERNFAZEY
value measurements is as follows: U
HK$'000
FAET
Unlisted available-for-sale equity FEMHERNFHIEE
securities investment:
At 1st January, 2010 R-Z—T&—F—A 200,186
Net unrealised losses recognised in other A H At 2 T U 2 TR
comprehensive income during the year REREIEFE (48,013)
At 31st December, 2010 R-ZF-FF+_A=+—~H 152,173
Net unrealised losses recognised in other PG R E At 2 T A 2 T 2R
comprehensive income during the year REREBFHE (31,934)
At 31st December, 2011 R=2B-——f+=ZA=+—H 120,239
136 CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011



Notes to the Consolidated Financial Statements
BREMBRERME

5. FINANCIAL INSTRUMENTS (contd) 5. @R T A @

(d) Fair value measurements recognised in the

consolidated statement of financial position (Cont'd)

All of the above gains and losses included in other
comprehensive income for the current year relate to
unquoted equity investments held at the end of the reporting
period and are reported as changes of “securities investments

reserve”.

CAPITAL RISK MANAGEMENT

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

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

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

strategy remains unchanged from 2010.
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Notes to the Consolidated Financial Statements

REMBMRME

CAPITAL RISK MANAGEMENT (contd)

During the year ended 31st December, 2011, the capital structure
of the Group mainly consists of debts, which include borrowings
from banks and other financial institutions, time deposits, bank
balances and cash, and equity attributable to owners of the
Company, comprising issued share capital, reserves and retained
profits respectively. The Directors consider the cost of capital and
the risks associated with each class of capital to monitor its capital
structure on the basis of a gearing ratio. The Group has a target
gearing ratio not higher than 50%, determined as the proportion
of net debt to equity. This ratio is expressed by as a percentage of
net borrowings over the total equity. Net borrowings are calculated
as total borrowings (as shown in the consolidated statement of
financial position) less cash and cash equivalents.

The gearing ratios as at 31st December, 2011 and 2010 were as

follows:

Borrowings — due within one year (note i)
Borrowings — due after one year (note i)

Total debt (note i) B BEE (M)

Cash and cash equivalents (note ii)

Net debt B F5E

Net debt [ET o L
Listed equity securities investments and
treasury products (note iii)

Net debt B F5E

(net debt less listed equity securities
investments and treasury products)

Total equity (note iv)

EE—— SRR (M)
BE——FRIB (M)

ReLBHSEEEB (M)

LR ABHFERE R

Br & Em (MY &)

(B3 8RR LM A

EFRENMEER)

P A a5 4R RR (P =Eiv )

BN E e B IR ()

RBE_T——F+ZA=+—HBLEF
AEBZERRETEZEREY (BER
REMSRKEZEE) THEKR R
HEHREBRESURKNARES A Z ELR
TERENK  DRIBEBEITRA  #ER
REBH EFZERRA 2 KA REER
Tz RAR NREAEEELREE
HEAREE AEEEREGELEY
BERER50%  REB FHRERAER
ZHHIETE ZLERiL ABE FHEAR
AERBE B L -EEFENREE
BE (MM BARRBRENR)RRe R
ReEEBENE-

s [R5

R-Z——FR-FB—FF+-A=+—

Net debt to equity ratio (excluding listed equity &7 )F 58 B % AR 45 b 2K

securities investments and treasury products)
NI EEMS)

(TEELTERAESRE

Net debt to equity ratio (including listed equity & %)% 88 B % A &5 b 5

securities investments and treasury products)

KA EEm)
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(BRELTERAEBESFRE

AzEREHGELERQRAT
2011 2010
HK$'000 HK$'000
FET FHET
10,006,667 3,727,552
12,684,015 14,982,958
22,690,682 18,710,510
(5,973,498) (10,876,388)
16,717,184 7,834,122
16,717,184 7,834,122
(5,741,528) (7,607,495)
10,975,656 226,627
36,368,007 34,210,851
46.0% 22.9%
30.2% 0.7%




Notes to the Consolidated Financial Statements

FEMBHREWE

CAPITAL RISK MANAGEMENT (contd)

Notes:
(i)  Borrowings are detailed in Note 39.

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

period.

(iiiy  Listed equity securities investments and treasury products are
as detailed in Notes 34 and 35.

(iv) Total equity includes share capital, reserves and non-

controlling interests at the end of the reporting period.

The increase in net debt to equity ratio was mainly due to the
increase of borrowings as a result of acquisitions of the companies
holding an investment property in the United Kingdom together
with a GBP loan; and cash utilised in acquisition of unlisted equity
investment in Grandday Group Limited (“Grandday”) and the non-

controlling interest in Macau project during the year.

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

Commission monthly. Full compliance is observed during the year.

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

are subject to externally imposed capital requirements.
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Notes to the Consolidated Financial Statements

REMBMRME

REVENUE

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

analysed as follows:

HA

WABBREEE 2 MERSBA - BE
FIELEME HEREEEZRE RS
SER BERREFSRA ERAS &
ERBzZZHERNUANNREER 2k
mHEZ AR OWET:

2011 2010

HK$000 HK$'000

FET FET

Property rental income mERES WA 1,513,780 1,126,260
Sales of properties held-for-sale HERIELHEDE 189,906 1,658,697
Losses on sales of investments held-for-trading ~ HE#HIEE S 2 R & F518 (1,227,648) (148,507)
Interest income from loan financing EXmERNSE WA 25,729 4,508
Brokerage and cosmetic income a0 RS B Akt 88 & WA 26,025 30,054
527,792 2,671,012

OPERATING SEGMENTS

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

make strategic decisions.

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

management uses to make decisions.

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011
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Notes to the Consolidated Financial

FEMBHREWE

Statements

OPERATING SEGMENTS (contd)

LU= RN .
= 482 7028 (#)

Principal activities are as follows: FEEBESWT:
Property development —  Property development and sales of MEBRKR — DEBRIREEDE
and trading trading properties g5& HE
Property leasing MEMRE
— Retail —  Property leasing from retail =5 — REZEYEMEE
properties
— Non-retail —  Property leasing from non-retail —¥FZE — REFEEYMERHEE
properties
Listed available-for-sale - Listed equity securities in HEZLEm - RESEREZLTR
equity investments available-for-sale investments MR A& & REHKE
Listed investments —  Listed securities investments in FEEE2 — REEEECLTH
held-for-trading and investments held-for-trading, FmEE FRE BIRH
treasury products over-the-counter trading and RE REBIE®
structured products Em
Floating rate and fixed — Listed and unlisted floating rate FENER  — REEREZLETR
rate notes notes and fixed rate notes in E7 FLEMZFERER
available-for-sale investments X7
Unlisted investments, —  Unlisted securities investments, FELMEE — FLETEHFRE B
investment holding trading and brokerage HEER BRSBTS
and brokerage N #& 40 B
%

ZER B A BR BR R T ROFIR SR 2
HEMEEE (ETBHEETEFRELRAE)
REEFERR -FTEFRESEERKE
MEZATFEESSEREAEELEHREA
(B BN D BB WA T ERIT
KA ZEE WA Hib &S5 REZ
WANER

The Group evaluates performance on the basis of profit or loss from
operations after tax expense and non-controlling interests but not
including the major non-cash items. The major non-cash items are
fair value changes on investments properties together with their,
if applicable, respective deferred tax. No intersegment revenue is
accounted for as the intersegment revenue is mainly the rental

income for administrative purpose.
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Notes to the Consolidated Financial Statements
HREMBRERME

8. OPERATING SEGMENTS (contd)

The Group's measurement methods used to determine reported

segment profit or loss remain unchanged from 2010.

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

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

on the basis of the properties located.

No major customer is for the Group's revenue and result.
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Notes to the Consolidated Financial Statements

FREMB/RME
Pl ANy - -
8. OPERATING SEGMENTS (contd) 8. ZEDMHwum
Operating segment information is presented below: EBOBERZMNNNT
Consolidated Statement of Comprehensive Income FEREWBEREK
For the year ended 3 Ist December, 2011 Br—F——F+_A=+—HIFZE
Listed
investments Unlisted
. feasi Listed held-for- Floating  investments,
Property ro;;yﬂe;smg available-for- trading rate  investment
development """ = saleequity and treasury and fixed  holding and All other
and trading Retail Non-retail  investments products rate notes brokerag gments  Consolidated
%82  KIFEEZ FETRE
NERR IHRE  LTRER FR8R REEBRR k]
RER 28 *EE RE& HEER EEREE BERYE 2t 8 g8

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR TR TR T

Major cash items excluding BARSZEE

in revenue ReEA
- Hong Kong -& - - - - 4671292 11,590 - - 4,688,882
- Other countries ~EfER - - - - 6936215 - - - 6936215
- - - - 11,613,507 11,590 - - 11,625,097
Revenue 0N
Revenue from external customers — RE MRS Z A
- Hong Kong -&% 163,627 894,423 344,593 - (1,071,617) - 14,002 37,152 382,780
- Mainland China —mERE 26,279 4,973 39,941 - - - - - 109,193
~ United Kingdom - - 5214 186,576 - 168 - - - 192,018
~ Other countries —HHBER - - - - (156,199) - - - (156,199)
189,906 942,670 571,110 - (1,227,648) - 14,002 37152 527,792
Revenue from extemal customers R B MBRIEE R %
after non-controlling interests ZBEPEA 188,346 941,191 568,788 - (1,227648) - 14,002 37752 522,431
Attributable property sales from [ -¥NV4
associates/investees BEXREDA
- Hong Kong NEFE-FE 3,231,229 - - - - - - - 3231229
Attributable rental revenue from B RR
associates LiETON
- Hong Kong & - 13,185 26,827 - - - - - 40,012
- Mainland China — R E AR - 80,804 80,075 - - - - - 160,879
3,419,575 1,035,180 675,690 - (1,227,648) - 14,002 37752 3,954,551
Result ES
Segment result PREE
- Hong Kong -& 75,881 842,033 328,873 - (1,199,910) 11,047 113,932 40,112 211,968
~ Mainland China —hBE AR (1679) 37211 34,061 - - - 4,420 - 54,013
~ United Kingdom -8 - 5255 185,891 - 168 - - - 191314
~ Other countries —HiBER - - - - (7125,013) - - - (7125,013)
54,202 884,499 548,825 - (1,924,755) 11,047 118,352 40,112 (267,718)
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REMBMRME

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income (Cont'd)

For the year ended 3 1st December, 2011

Share of results of associates

- Attributable property sales, net

- Hong Kong

- Attributable gross income
- Hong Kong
— Mainland China

- Attributable operating cost
- Hong Kong
— Mainland China

Non-controlling interests

Other income, net

Gain (loss) on disposal of
investment properties

Finance costs

Share of results of associates
- Income tax and others

Other gains and losses, net

- Gain on disposal of a subsidiary

- Others
Non-controlling interests

Unallocated items
Unallocated other gains and
osses, net
Unallocated corporate
expenses, net
Unallocated finance costs
Income tax expense

L NGIES
—EENEREFE
&%
LN
&k
—hEAR
—EEEERA
-&%
—hEAR

FERER

EYEONES
HEREME 2 WE
(&#8)
YRR
L NGIE S
—EREER
Atz B g @%%E
—HE-HHER
2
—Efh
FERES

KOBER
ROBZEBRER
BRER
RNBLZAE
R FE
ROBZHTHER
FrEBFX

Unallocated non-controlling interests & 54 2 JEE %

Core profit (excluding major

non-cash items)
Major non-cash items

- Fair value changes on investment
properties (including share of
results of associates and
non-controlling interests)

- Deferred tax expense

BAVER (FEEEE
FHLER)
TEFREER
~RANMEL ATHE
28 (REEK
BENREER
FrkER)
—EERERR

Profit for the year attributable to &2 FHEH A

owners of the Company
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RK ST AN K] =
8. =EIT ()
FERERSERE (F)
Pt H=FHIFE
Listed
investments Unlisted
P leasi Listed held-for- Floating investments,
Property rop;;yﬂe;smg available-for- trading rate  investment
lop sale equity ~ and treasury and fixed  holding and All other
and trading Retail Non-retail  investments products  rate notes brokerag gments  Consolidated
%82  HIFEEZ FLETRE
NERR IHRE  LTRER BER  REERE k-]
RER gE *EE RE& HEER EERE BERK Hitp 8 g8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T TR TR TR TR TR TR TR
838,718 - - - - - - - 838,718
- 13,185 26,827 - - - - 3,128 43,140
- 80,804 80,075 - - - - - 160,879
- (4,141) (6,832) - - - - - (10,973)
- (44,475) (13,686) - - - - - (58,161)
(1,349) (1,154) (2,129) - - (5,442) - - (10,074)
891,571 928,718 633,080 - (1,924,755) 5,605 118,352 43,240 695,811
10,514 - - - - - - - 10,514
- 2,397 (452) - - - - - 1,945
- (3,116)  (110,247) - (46,103) - - - (159,466)
(12,810) (28,424) (42,843) - - - - (1,342) (85,419)
- - 66,825 - - - - - 66,825
(2,312) - (3,000) - - - - - (5,312)
- (708) 156 - - - - - (552)
886,963 898,867 543,519 - (1,970,858) 5,605 118,352 41,898 524,346
16,752
(57,752)
(171,263)
(92,510)
(5,071)
214,502
3,306,950
(23,636)

3,497,816



Notes to the Consolidated Financial Statements

mEMBHRRMTE
PO aN < .
8. OPERATING SEGMENTS (contd) 8. =EITFE )
Consolidated Statement of Financial Position FEMBERRIERE
At 31st December, 2011 RZF——F+=-H=+—H
Listed
investments Unlisted
. feasi Listed held-for- Floating  investments,
Property ro;;yﬂe;smg available-for- trading rate  investment
development """ = saleequity and treasury and fixed  holding and All other
and trading Retail Non-retail  investments products rate notes brokerag gments  Consolidated
#E2 BFEEZ FLTRE
NERE LtHRE  LHRER FER  REERR FiB
RE® 28 FBE RE HEER EEEE KRR Htt2 8 &e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER THET TER TER TER TERT TER TER TER
Assets &E
Segment assets PREE
- Hong Kong -& 1,869,331 23,765,719 7,187,653 - 515,415 187,089 367,235 47,889 33,940,331
- Mainland China and Macau — B RERRM 13,330,190 1,375,467 191,504 - - - - 4,432 14,901,593
- United Kingdom -% - 103,125 3,653,878 - - - - - 3,757,003
- Other countries —Hth B - - - - 5,426,082 - - - 5,426,082
Interests in associates BENE
- Hong Kong -&% 462,934 49,431 728,247 - - - 2,378 3,098 1,246,088
~ Mainland China —hE KB 123,664 81542 242,450 - - - - - 447656
Advances to associates BREERARFE
- Hong Kong -~ 6,340 - 139 - - - - 1421 19157
- Mainland China — A 962,083 78,621 558,781 - - - - - 1,599,485
Reportable segment assets 2R BEE 16,754,542 25,453,905 12,573,903 - 5,941,497 187,089 369,613 56,846 61,337,395
Unallocated corporate assets RPBZAREE 174,202
Consolidated total assets DAEERS 61,511,597
Liabilities 8%
Segment liabilties HRAR
- Hong Kong -&ik 129,441 440,997 143,363 - 3,300,691 150 13,840 75,301 4,103,783
- Mainland China and Macau — B REE RAF 831,517 18,984 15,594 - - - - 1 866,09
- United Kingdom -%8 - 88151 3,173,826 - - - - - 3261977
~ Other countries —EfER - 2 - - 116 - - - 118
Reportable segment liabilities ERSBER 960,958 548,134 3,332,783 - 3,300,807 150 13,840 75,302 8,231,974
Unallocated corporate liabilities APBEZARBE 16,911,616
Consolidated total liabilities GAREGR 25,143,590
Additions to non-current assets FEZEREBEE
(other than financial instruments (£BIER
and deferred tax assets) EEBEEERI) 1680285 110,804 3,423,835 - - - - 1,505
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REMBRRME
8. OPERATING SEGMENTS (contd) 8. BENH
Other Material Items HihEKRER
For the year ended 3 1st December, 2011 Br—F——F+_A=+—HIFZF
Consolidated
Reportable  Adjustments  Adjustments  statement of
segments for for major comprehensive
total unallocated non-cash items  income total
2§ Ao# IEERE RERE
PEEH ZAE HEZRE WERRAE
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR THER
Interest income FLEYA 779,809 - - 779,809
Finance costs HKER (159,466) (171,263) - (330,729)
Net income (expenses) WA (F%)#8 620,343 (171,263) - 449,080
Depreciation e - (17,225) - (17,225)
Fair value changes on investment properties 1% & %1% 2 A FE# - - 2,959,593 2,959,593
Share of results of associates 2 NS e 888,184 - 353,548 1,241,732
Income tax expenses EBES - (92,510) (23,636) (116,146)
Non-controlling interests FERER (10,626) (5,071) (6,191) (21,888)
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BREMBRERME

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Comprehensive Income FEZERB®RR
For the year ended 3 1st December, 2010 B2 —F—FTFf_A=+—HIFE
Listed
investments Unlisted
, s Listed held-for- Floating  investments,
Property ro;;e;yﬁeagsmg available-for- trading rate investment
development sale equity  and treasury andfixed  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerage segments  Consolidated
#Ez  HFEEZ FETRE
NEER tHRE  EARER 2R REERR fiE
REE £3 #2E BE HEER EARE BREY i A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL FEL TR FEL FAL TR FiEL FEL FAL
Major cash items excluding BAUSZEE
in revenue REER
- Hong Kong -B# - - - - 4313612 - - - 4313612
- Other countries —HipHx - - - - 359,584 - - - 3596584
- - - - 7910,196 - - - 7910,196
Revenue KA
Revenue from external customers  RESNFEE 2 A
- Hong Kong -EE 608305 719223 327699 - (212517) - 17944 16618 1,477272
-~ Mainland China —ERE 1,050,392 41,969 37369 - - - - - 1,129730
— Other countries -HEAR - - - - 64,010 - - - 64,010
1658697 761,092 365068 - (148,507) - 17944 16618 2,671,012
Revenue from extemal customers — REMBRIEERER %
after non-controlling interests ZNBEREIMA 1629033 75989% 362918 - (148507) - 17944 16618 2,637902
Attributable property sales from 4V
associates/investee BXREDNF
~ Hong Kong NEHEE-FE 35,068 - - - - - - - 35,068
Attributable rental revenue from FEGEERR
associates [EEON
- Hong Kong -&% - 3,244 22,273 - - - - - 25517
— Mainland China —~hEKE - 71,286 49,614 - - - - - 120,900
1,664,101 834,426 434,805 - (148,507) - 17,944 16,618 2,819,387
Result ES
Segment result PEEE
- Hong Kong -&E 207,290 680,795 315,867 138,122 (249,772) 7411 106,538 36,727 1242978
~ Mainland China N 211,568 36298 32,638 - - - 4,046 - 284550
~ Other countries —EHER - - - - 727849 - - - 727849
418,858 717093 348,505 138,122 478,077 7411 110,584 36,727 2,255,377
ST -FFH EABEES




Notes to the Consolidated Financial Statements
HREMBRERME

8. OPERATING SEGMENTS (contd) 8. EENHEw
Consolidated Statement of Comprehensive Income (Cont'd) FEZERE®RE (HE)
For the year ended 3 1st December, 2010 B2 —_F—FTFf A=+ —HIFE
Listed
investments Unlisted
Propery easing Listed held-for- Floating  investments,
Property available-for- trading rate investment
development PRER sale equity  and treasury andfixed  holding and All other
and trading Retail Non-retal  investments products rate notes brokerage segments  Consolidated
#E2  HBIFEE FETRE
NERR LARE  ETRER AR REBRR lit:]
RER £33 *TE RE& HEER TERER Bk HibHE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEx Tin Fitn FHL Tix Fin Fitn FHL Tix
Share of results of associates BEBENRRE
- Attributable property sales, net  —E{EMEHEFE
- Hong Kong —5% 12,536 - - - - - - - 12,536
- Attributable gross income LN
- Hong Kong -&% - 3244 22273 - - - - 1994 27511
- Mainland China —mEARE - 71,286 49,614 - - - - - 120900
- Attrbutable operating cost ~EHEERR
- Hong Kong -&& - (1,614) (6,575) - - - - - (8,189)
~ Mainland China —RERE - (40255)  (14,097) - - - - - (54352)
Non-controlling interests FERER (22,501) (965) (1,918) - - (3,235) - - (28619)
408,893 748,789 397,802 138,122 478,077 4,176 110,584 38,721 2,325,164
Other income, net Hi A8 503 - - - - - 100 - 603
Loss on disposal of investment HERENEZBR
property - - 4 - - - - - ©)
Finance income FHKA - - - - 58,595 - - - 58,595
Share of results of associates BrmenREE
- Income tax and others —FERREL (20669)  (38323)  (27298) - - - - (1,158)  (87448)
Other gains and losses, net HipaREEEE
~ Gain on bargain purchase of —HEWE-B
a subsidiary MEB LRz R - 13,000 - - - - - - 13,000
~ Fair value loss on step -BHNE-B
acquisition of a subsidiary WBARZ
ATERE - (7253) - - - - - - (7,253)
~ Gain on disposals of ~HESHNIE
subsidiaries DAz E - 13477 - - - - - - 13477
388727 729690 370500 138122 536672 4176 110684 37563 2,316,134
Unallocated items KHBEE
Unallocated other gains and KpEz AflER
losses, net BiEFE 643
Unallocated corporate RPBZ R
expenses, net WX FE (147789)
Unallocated finance costs RPEZHBER (127,081)
Income tax expense FrBAX (151,682)
Unallocated non-controlling interests & 4 2 JF2 [ 45 509
Core profit (excluding major BORR (FEEXE
non-cash items) FEEER) 1,890,734
Major non-cash items TEFREER
- Fair value changes on investment  — X E¥ £ 2 ATFE
properties (including share of 2% (RERK
results of associates and BENREER
non-controlling interests) FiERER) (10,780,059)
— Deferred tax credit —ERBAERER 31,080
Loss for the year attributable to A2 R %5 A S
owners of the Company AEEFSB (8,858,245)
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Notes to the Consolidated Financial Statements
BREMBRERME

8. OPERATING SEGMENTS (contd)

ZEMBRABZER
R-ZFE—FF+-H=+—H

Consolidated Statement of Financial Position
At 31st December, 2010

Listed
investments Unlisted
. Listed held-for- Floating  investments,
Property Property leasing available-for- trading rate  investment
development DEAE sale equity  and treasury andfixed  holding and All other
and trading Retail Non-retail ~ investments products rate notes brokerage segments  Consolidated
#EZ  BIFEEZ FETRE
NEER tHRE  EARER 2R REERR fiE
RE® TE *TE BE HEER EREE BREE Hivp 8 &
HK$ 000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$ 000
T FHT T T FHT T Fign T FHT
Assets BE
Segment assets PREE
~ Hong Kong —-&k 2129367 22,583,662 9,556,780 - 2151873 280456 453300 269,549 37424987
- Mainland China and Macau —HREIABRRM 7806833 1032898 334947 - - - - 4960 9,179,638
- Other countries ~HEpBAR - - 5,502 - 5,664,159 - - - 5669661
Interests in associates BANAER
- Hong Kong -& 93,861 63 696,170 - - - 186 2,176 792,456
- Mainland China —HERE 73421 171,710 6,469 - - - - - 251,600
Advances to associates ABERANE
— Hong Kong ~Eh 1,678 - 294 - - - 2 1405 26,026
- Mainland China —hEARE 954,231 79,181 504,249 - - - - - 1537661
Reportable segment assets AZHHEEE 11,059,391 23867514 11,127,058 - 7816032 280,456 453,488 278,090 54,882,029
Unallocated corporate assets APBZRAREBE 174,331
Consolidated total assets GREERS 55,056,360
Liabilities &
Segment liabilties AEAE
- Hong Kong -&% 106,975 554,309 127771 - 2,682,141 150 74,480 20,738 3,566,564
—~ Mainland China and Macau — B A RE R 459,294 18,494 13,129 - - - - 1 490,918
- Other countries -EHER - - 13 - - - - - 13
Reportable segment liabilities AE2RNEEE 566,269 572,803 140,913 - 2,682,141 150 74,480 20739 4057495
Unallocated corporate liabilties APBZARBE 16,788,014
Consolidated total liabilities DABRERS 20,845,509
Additions to non-current assets FEZEEHEE
(other than financial instruments (SBI AR
and deferred tax assets) BEBEEERM) 642952 486334 643415 - - - - 173
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mEMBmRME
8. OPERATING SEGMENTS (contd) 8. ZEDHwu
Other Material Items HihEKRER
For the year ended 3 1st December, 2010 Br—F—FF+_A=+—HIFZF
Consolidated
Reportable Adjustments Adjustments statement of
segments for for major  comprehensive
total unallocated  non-cash items income total
2 Ro# FEHFRS FA2E
NiE ZHE EAZHE WaBERes
HK$'000 HK$'000 HK$'000 HK$'000
T FET T TiEx
Interest income FLEYA 475,515 - - 475,515
Finance income (costs) KA (ER) 58,595 (127,081) - (68,486)
Net income (expenses) WA (F%)F4E 534,110 (127,081) - 407029
Depreciation e - (20,049) - (20,049)
Fair value changes on investment properties 1% & ¥ 2 A FEE - - (10,831,293)  (10,831,293)
Share of results of associates BEMENRER 10,958 - 45,622 56,580
Income tax (expense) credit FisH (Fx) & E - (151,682) 31,080 (120,602)
Non-controlling interests FEER R (28,619) 509 5612 (22,498)
9. OTHER INCOME 9. HMWA
2011 2010
HK$'000 HK$'000
FTET FAT
Included in other income are: HawABLE:
Building management fee income BFEEBERA 138,700 96,092
Building management fee expenses BFERBHY (128,676) (67,566)
10,024 28,526
Forfeiture of deposits received RUHEME RS
on sales of properties 252 503
Arrangement fee income THBE WA 194,966 66,116
Management and maintenance IR RRERBRA
service income 7,919 8,641
Exchange gain, net bE 5 M = % 58 6,826 -
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FEMBHREWE

10. INVESTMENT (EXPENSES) INCOME, NET

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

Financial assets designated as

at fair value through profit or loss:

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

Realised loss arising on
change in fair value of bonds

Net (loss) gain arising on change
in fair value of financial assets
designated as at fair value
through profit or loss

Financial liabilities at fair value through

profit or loss classified

as held-for-trading:

Realised gain arising on change
in fair value of derivative
financial instruments

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

Other investment income

Dividend income on:
Listed investments
— available-for-sale investments
— other listed investments
Unlisted investments

Interest income

Imputed interest income on:
Advances to associates
Advance to a non-controlling

shareholder

BIBERARRAFERD R
REFEEZEREE:

HEERREZ ATEE
LR ES E) -

EEhRBBIBSIARE
REBEZERMEE:
BEHZ R FEEEMm

EAZAREE (EB)
Llﬁ(ﬁﬁ

FEZE """"" EEEESTE

EERBIBERBEARBR
RPEZEREER
RYEEBHRELEZ
(E#R) e F8

BB 1B R AT E
SERBIEEEZ
SRMARE:
BT S RMIEY
AT EEBTEL
BRI

AEEFERER
P A A o
ERRARE
FLETERES

HRERA

B BHARE -
EmgE
—FERE
—Hp EHEE
FLTHRE

MEUHA
HEMBRAKE :

BB S N R IR
B — R IR

10. IX&

(A2 WA FERR

2011 2010
HK$'000 HK$'000
FHERT FHET
(138,768) (59,130)
(1,229,503) 249,343
(20,978) (27,279)
(1,250,481) 222,064
= 3,238

- 106,685

(34) -

- 3,583

- 31,437

12,709 51,524
45,356 33,720

753,495 470,171

14,080 14,271

328 328

(563,315) 877,891
—T——FFH EABEEE
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Notes to the Consolidated Financial Statements

REMBMRME

10.

12.

CHINESE ESTATES HOLDINGS LIMITED

INVESTMENT (EXPENSES) INCOME, NET
(Cont'd)

Included in interest income are interests from bonds, listed
floating rate notes and unlisted floating rate and fixed rate
notes of approximately HK$679,433,000, HK$1,175,000 and
HK$7,641,000 respectively (year ended 31st December, 2010:
bonds HK$406,326,000, listed floating rate notes HK$1,225,000
and unlisted floating rate and fixed rate notes HK$8,206,000
and interest expenses on derivative financial instruments
HK$1,021,000).

. OTHER EXPENSES

Included in other expenses are: Hn A o
Amortisation of intangible assets B EE#H
Expenses for specific transactions FREXSHAX

Transaction costs in relation

to acquisition of subsidiaries

ASSET CLASSIFIED AS HELD FOR SALE

On 3rd September, 2010, Earn Elite Development Limited, an
indirect wholly-owned subsidiary of the Company entered into
a sale and purchase agreement with an independent third party
in relation to the disposal of investment properties located at
Tuen Mun Centre, New Territories (“Tuen Mun Centre") at a
consideration of HK$80,000,000. The consideration was satisfied
by the purchaser in cash and the disposal was completed on 7th
February, 2011. In accordance with HKFRS 5 “Non-current Assets
Held for Sale and Discontinued Operations”, the above investment
properties have been presented as asset classified as held for
sale in the consolidated statements of financial position as at 31st
December, 2010.

Annual Report 2011

10.

12.

®TE (X)) RATFRE @m

MEBWAZFBREES LEWMEEE
BELMFEREBEZRZHANES R
#1679,433,0005% 7T * 1,175,000/ 7T &
7641,0008 T (B Z=-F—LF+=-A
=+—H1IEFE : £%406,326,000% 7T
FTE B ER1,2250008 L MIELETFE
K E B E 158,206,000/ T RATE S EL T A&
F B F% 1,021,000 7T) ©

CEMAX

BEWBEZHENBRRZ

2011 2010
HK$'000 HK$'000
FET FET
2,860 2,860
3,021 6,916
13,381 -

JIRFELEZEE

RZE—ZTFNA=B BAEREAERR
A (ARAzHE2ERBWNBAR)HE
BYE=FAINEERE UREDAE
80,000,000/ 7T i & Az M #T F2 FHFTHR O
2B WME ([HEPMIPL]) - ZEE 2K
AHA-—ZT——F_A+tHERIWNUES
EREBRR  RIBEF BB RSERES
FIFEREZHERDEERDRILSE
Xl AEREMER_ZT—ZTFE+_A
=+ —AZREMBRARE ARFED
E2EE-
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FEMBHREWE

13. PROFIT (LOSS) FOR THE YEAR

Profit (loss) for the year has been arrived

at after (charging) crediting:

Total staff costs:
Staff costs, including Directors’ emoluments
Retirement benefits scheme contributions,
net of forfeited contributions of HK$483,000
(2010: HK$397,000)

Auditors' remuneration

Exchange loss, net

Depreciation

Cost of trading properties recognised
Cost of cosmetic products recognised
Share of tax of associates

(included in share of results of associates)

Gross proceeds on sale of investments
held-for-trading

Carrying amount on investments
held-for-trading disposed

Transaction cost on investments

held-for-trading disposed

Net loss on sale of investments

held-for-trading included in revenue

Gross rental income from
investment properties
Less: Direct operating expenses from
investment properties that generated
rental income during the year
Direct operating expenses from
investment properties that did not

generate rental income during the year

13. XRFEEmA (FE)

REZEN (BR)
(R FFA

(SN TN CE R
BREKA (BRIEEEHE)
RKEFIFTEIHLFC R

B é%ﬂéztﬁ%s,oooﬁ%ﬁ
(ZZT—ZTF :397000/57T)

ZEE B 2

BE 3 B 1R R

e
BEMEKAER

{bo e B A e 7R

BARE 2 DR IR
(Bt ABHEBZRAE
ES))

HEREEEREZME
IR
HERFEEEREZEREE

HEREEEREZ
R A

FARARNZFHIEESR
wEZBEFR

REMEHESWALR

B AFEELEES
WAZREME
HEEERX

AERIEBELHES
WAZREDE
HEREERX

2011 2010
HK$'000 HK$'000
FERT FET
(167,982) (144,691)
(7,694) (6,449)
(175,676) (151,140)
(3,297) (3,079)
- (6,437)
(17,225) (20,049)
(137,148) (1,128,564)
(3.735) (4,564)
(191,950) 1,090
4,956,707 7910,196
(6,176,736) (8,044,191)
(7,619) (14,512)
(1,227,648) (148,507)
1,513,780 1,126,260
(74,351) (60,309)
(6,105) (353)
1,433,324 1,065,598
—FFFH FABREE
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REMBMRME

14. FINANCE COSTS

Interest on:

Bank loans wholly repayable
within five years

Bank loans wholly repayable
over five years

Other loans wholly repayable
within five years

Amount due to a non-controlling

shareholder

Imputed interest on:
Amounts due to associates
Amount due to a non-controlling

shareholder

Total interest
Exchange loss (gain) on translation
of foreign currency loans

Other finance costs

Less: Interest capitalised to stock of
properties under development
Interest capitalised to investment

properties under development

14. I & H

2011 2010
HK$'000 HK$'000
FHxT FHET
F B
ARAFRNEEEEZ
IRITER 309,699 146,902
HARAFREEEEZ
IRITER - 1,302
ARAFRNEEEEZ
HiER 26,181 5,497
KB —BIFERAETIE
- 1,849
335,880 155,550
HENE
G /NEI P/ 1,994 465
KB — BRI EFIE
5,444 2,894
7,438 3,359
M EBEE 343,318 158,909
GNEE B SREE B 1B (URES)
7,922 (64,092)
HEa s E R 44,399 16,798
395,639 111,615
B BRERPMETE
BRI ZFE (62,832) (39,782)
BrRERPEEME
AR ZF B (2,078) (3,347)
330,729 68,486
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FEMBHREWE

15. OTHER GAINS AND LOSSES, NET

Includ

net

Reversal of contingency provision (note i)

Gain on disposal of subsidiaries (note ii)

Write-down of stock of properties

Gain on bargain purchase of a subsidiary
(note iii)

Fair value loss on step acquisition of
a subsidiary

Impairment loss reversed in respect of

advance to an associate

Notes:

0)

(i)

(iif)

ed in other gains and losses,

are:

CiE=aip)
MEFERE

Yegs (B aEiii)

NFEERE

Reversal of the provision for construction cost of the Group's
liability on contingency claims by a third party to whom a
property under development project previously disposed of
(Note 40).

Gain on disposal of a subsidiary for the year ended 31st
December, 2011 arose from a connected transaction in relation
to the disposal of an investment property located at No. 3 Deep
Water Bay Road, Hong Kong to a company (Note 44(b)(i)) (year
ended 31st December, 2010: disposals of subsidiaries in relation
to the disposal of three investment properties including various
shops at Excelsior Plaza, Laforet and Southorn Centre to those
companies (Note 44(b)(ii))) wholly-owned by a Director and a
substantial shareholder of the Company.

Gain on bargain purchase of a subsidiary arose from acquisition
of remaining 50% interest in an associate (Note 44(a)(ii)).

B — B E R
RO 2R EEE

15, B A Yas N B 18 % 58

Hiplas R ERFREaRE:

Dl AF IR (PFED)

HE S HE M E AR 2 W

HEMBE-HMBLEZ

EXWBE-HMBREZ

BIFRIA

2011 2010
HK$'000 HK$'000
FERT FET
16,054 -
66,825 13,477
(2,312) -
— 13,000

- (7,253)
- 653

GEE

0)

(i)

(iif)

BEASER - RE=EWTMNELZ
BHRPYEEEBRERNAZEIARE
BEPEZEE (FHEE40) ©

HE-_ZT——F+t-A=+—HL#F
E-HE—HERBARZKRETIR—E
BERZFH  HE R BERKER
3R EMETHARA —NES
REERE2EHEFG 2 —BERE (K
Z44b)()) (BHEZZ—ZF+=A
=ST-BLEFE-HEFE=ERED
¥ BREG A EALforet X1E
ERLZTERHCEZHANBART
HARA—NEERIEZERR2EH
B2 EZRERRE (HiE440b)()) ) o

HEWE —MWBARZ WA
B — B2 QB8 T 250000 (MsE
44(a)(ii) ) °

—T-FFR EAEXEE
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16. DIRECTORS' EMOLUMENTS 16.

Fees and other emoluments paid or payable to each of the six
(2010: six) Directors for the years ended 31st December, 2011 and

2010 were as follows:

EEMWe
REE-_Z2——FR_FT—ZFTF+=-A
=+ HLFEENKENTFARZES
TE-TF RNA)EEZ2EE R E AN
LW

2011 2010

Salaries Salaries

and other and other
Fee emoluments Total Fee  emoluments Total

FeR ek
e Hite BE itk Hit & B8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TET THET TiEx Tix
Mr. Joseph Lau, Luen-hung B|g gt - 18,000 18,000 - 18,000 18,000
Mr. Lau, Ming-wai AREEE 240 - 240 240 - 240
Ms. Amy Lau, Yuk-wai AEBLtL 240 - 240 240 - 240
Mr. Chan, Kwok-wai BRElfR R £ 240 - 240 240 - 240
Ms. Phillis Loh, Lai-ping BEWRL 240 - 240 240 - 240
Mr. Ma, Tsz-chun BRERE 240 - 240 240 - 240
1,200 18,000 19,200 1,200 18,000 19,200

No Directors waived any emoluments for the years ended 31st
December, 2011 and 2010.

17. EMPLOYEES" EMOLUMENTS 17.

Of the five individuals with the highest emoluments in the Group,
one (2010: one) was Director whose emoluments were included
in Note 16. The emoluments of the remaining four (2010: four)
individuals for the years ended 31st December, 2011 and 2010

were as follows:

Salaries and other benefits FeREMBEF

Retirement benefit scheme contributions RIKEFFT B 5
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EEMEREE_FT——F LT TF
T = A=+— B L FE A HEWEE A B

AN
v

e 5 BA

AEBREGERFMALTH —&(ZF
—ZTF:—R)REF BIZHFHERK
HIRE-BHE - T——FN_T—TF
TZA=t+-—HILFEEHNE(ZZT—
TE B EARNALZEES T

2011 2010
HK$°000 HK$'000
FTERT T
8,713 7,188
498 442
9,211 7,630
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REMBHREWE

17.

EMPLOYEES' EMOLUMENTS (Contd) 17.

Their emoluments were within the following bands:

EEME @

Number of employees

EBEEAH
2011 2010
Nil — HK$ 1,500,000 Z — 1,500,000/ 7T - -
HK$1,500,001 — HK$2,000,000 1,500,001 ¢ — 2,000,000 7T
HK$2,000,001 — HK$2,500,000 2,000,001 7T — 2,500,000 7T 2
HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000/ 7T 1 -

During the years ended 31st December, 2011 and 2010, no
emoluments were paid by the Group to the five highest paid
individuals, or Directors, as an inducement to join or upon joining

the Group or as compensation for loss of office.

Hong Kong Profits Tax is calculated at 16.5% (2010: 16.5%) on
the estimated assessable profits for the year. Taxation arising in
other jurisdictions is calculated at the rates prevailing in the relevant

jurisdictions.

REBEEZZT——FRZZT—ZTF+A
—t—BLEFERN AEBBEARS M
AN S (B 5l A0 7R 5 [ B S/ A B B 1
EmMRZAEEa WA LTHEETZNE
] B <& o

. INCOME TAX EXPENSE 18. FTS A X
2011 2010
HK$'000 HK$'000
TER THET
The charge comprises: X BE:
Current tax: BHRIE
Hong Kong Profits Tax BEENEH 65,286 77,035
Other than Hong Kong EHENIMND R 9,669 54,844
74,955 131,879
(Overprovision) underprovision BEFE (BERE)
in prior years: BHTRE:
Hong Kong Profits Tax BEENEH (67,344) 6,999
Other than Hong Kong EBUIME R 31 -
(67,313) 6,999
Deferred tax: RAER I :
Current year charge (credit) REEREZ (D) 108,504 (18,276)
116,146 120,602

BEBFERTIBIEAREE 2 (AT ERB
MIZTH E165% ( —F —ZF 4 :16.5%) &t
B-HMR A EREELEZREBNIEEREA
EREE BT ENE -

—T-FFR  EAEXEE
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The income tax charge for the year can be reconciled to the profit

(loss) before tax per the consolidated statement of comprehensive

income as follows:

Profit (loss) before tax

Tax at the Hong Kong Profits
Tax rate of 16.5% (2010: 16.5%)

Tax effect of share of results of
associates

Tax effect of income not
taxable for tax purposes

Tax effect of expenses not
deductible for tax purposes

Tax effect on accelerated
accounting depreciation over
tax depreciation not provided
in prior years

Utilisation of tax losses previously
not recognised

Tax effect of tax losses
not recognised

(Overprovision) underprovision in
respect of prior years

Effect of different tax rates of
subsidiaries operating in other
jurisdictions

Tax charge for the year

CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements

REMBRRME

18. INCOME TAX EXPENSE (contd)

BRBLATE R (B51R)

BREBNEHHE16.5%
(ZZ—ZF:165%)
HEZFE

NS ES
B2

P S BARY
WAZRET &

PR S AR
A 2 MIEE &

BEFEABHEZ
MRS INERR
BBEHELMBTE

ERERARERLZ
HBER

AR RBEER
BBEE

BEFE (BERE)
‘BT R

HEMBEEREE 2
MEBAREMAZ
TRABEZ HE

RERHRBEX
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18. FTiSFF XX ()

AEZZERYT HEGEE2ARERE
ZBE AR (EE) FERNT

2011 2010

HK$'000 % HK$'000 %
TET THET

3,635,850 (8,715,145)

599,915 165  (1,437999) 16.5
(204,886) (5.6) (9,336) 0.1
(749,792) (20.6) (173,919) 20
308,159 8.5 1,789,389 (20.5)
(23,625) (0.7) (98,168) 11
(46,579) (1.3) (39,312) 05
270,894 15 73,808 (0.9)
(67,313) (1.9) 6,999 ©.1)
29,373 0.8 9,140 ©.1)
116,146 32 120,602 (1.4)
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REMBHREWE

19. DIVIDENDS

(a)  Final dividend for 2010 paid
on 8th June, 2011 of HK1 cent
(2009: HK1 cent) per share

(b) Interim dividend for 2011 paid
on 14th September, 2011 of
HK1 cent (2010: nil) per share

() No special dividend for 2011
(2010: HK40 cents per share)

Total dividends paid

-I 9 HX 7N
2011 2010
HK$'000 HK$'000
FHET FHET
@ R=ZZE——F
NANBBIRRZ
—E-ETFRY
i B & BB
(ZEZNEF:
HFREW) 19,076 19,500
by R-—ZT——4F
HA+THBREIRNZ
—E——FFH
i B &R B
(ZE—ZTF: &) 19,076 -
(00 ZE——FEFFKRE
(ZF—FF:
FRX40E1L) - 763,048
BIR A% B 4858 38,152 782,548

Final dividend of HK1 cent (2010: HK1 cent) per ordinary share has
been proposed by the Board of Directors and is subject to approval
by the shareholders in the forthcoming annual general meeting.

20. EARNINGS (LOSS) PER SHARE

20.

The calculation of the basic and diluted earnings (loss) per share
attributable to owners of the Company is based on the following

data:

Earnings (loss):

Earnings (loss) for the purposes of
basic and diluted earnings (loss) per share
Profit (loss) for the year attributable
to owners of the Company

Number of shares:

Weighted average number of
ordinary shares for the purposes of
basic and diluted earnings (loss) per share

& (BR)

EZgER RN RERESREBRE
W (=F—F%F: 18l) BHFERRNERE
REBFRE L4

Fhar (EE)

ARBEBANBIEZEREAREERTN
(18 IRBA T BB E

SAESRERNREER T

(B8 z&H (EB8)
AREHEAANEIEZ
REREN (BR)

DR :

2011 2010
HK$'000 HK$'000

FET FHET
3,497,816 (8,858,245)

Number of shares

SRESBRERNREER T

(B518) 2 BB N0
FEH

Diluted earnings (loss) per share for the years ended 31st

December, 2011 and 2010 were the same as the basic earnings

(loss) per share as there were no diluting events during both years.

R4 B
2011 2010
1,907,619,079 1,925,225,796

BE_Z——FfKk-_Z-ZF+-A
=t—HEFE AREEEEER B L
AMFE 2 BREERTN (BE) BERE
AEF (EE)HE -

—T-FEFR  EAEXEE
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At st January, 2010
Acquisition of a subsidiary
(Note 44(a)(ii))
Additions
Transfer to asset classified
as held for sale (Note 12)
Construction costs incurred
Transfer to properties and
other fixed assets (Note 22)
Transfer to completed properties
Exchange adjustments
Decrease in fair value recognised
in the consolidated statement of
comprehensive income
Disposal of subsidiaries
(Note 44(b)(ii))
Disposals

At 31st December, 2010

Acquisition of subsidiaries
(Note 44(a)(i))

Additions

Construction costs incurred

Exchange adjustments

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

Disposal of a subsidiary
(Note 44(b)(i))

Disposals

Carrying amounts
At 31st December, 2011

CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements
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21. INVESTMENT PROPERTIES

RZE-FF-A—H
WE—MIBAE
(B aE44(a)(i))
RE
BREIIRFELECEE
(BtzE12)
EEZEERA
BRENEREMETEE
(BtzE22)

RZE-ZLE+-A=+—H

Wi % R E LA
(Hi44()(i))

RE

BEEZBRERK

B A E

KA 2 ARG REER
AFEEM

HE—RB AT
(HisE44(b)())

HE

fREE
R-ZE--#+-A=t+-H
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21. WEM =

Fair value Cost
AYE A
Properties Properties
Completed under under

properties  construction  construction Total
EBE EEhy EERY% ok
HK$'000 HK$'000 HK$'000 HK$'000
TR TER THER TER
31,224,690 8,082,000 1,401,792 40,708,482
47000 - - 47000
155,497 - - 155,497
(80,000) - - (80,000)

- 399,513 353,853 753,366
(114,400) - - (114,400)
8,069,262 (8,069,262) - -
- - 59,302 59,302
(10,686,042) (145,251) - (10831,293)
(3,277,000) - - (3,277000)
(1,930) - - (1,930)
25,337077 267,000 1,814,947 27,419,024
3,362,492 - - 3,362,492
962,415 - - 962,415

- 26,761 551,818 578,579

(10,719) - 83,827 73,108
2,955,354 4239 - 2,959,593
(860,000) - - (860,000)
(10,682) - - (10,682)
31,735,937 298,000 2,450,592 34,484,529
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REMBHREWE

1. INVESTMENT PROPERTIES (contd)

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

investment properties.

Property valuations as at 31st December, 2011 and 2010 were
carried out by B.I. Appraisals Limited (“B.I. Appraisals”), independent
qualified professional valuers, in respect of the Group's investment
properties in Hong Kong and the Mainland China. For the
investment property in the United Kingdom which was acquired
by the Group in January 2011, the valuation as at 31st December,
2011 was carried out by Peak Vision Appraisals Limited (“Peak
Vision Appraisals”), another independent qualified professional
valuers. Both valuers have recent relevant experience in the

valuation of similar properties in the relevant locations.

The valuation reports for the investment properties as at 31st
December, 2011 are signed by the respective director of B.l
Appraisals and Peak Vision Appraisals, who are members of The
Hong Kong Institute of Surveyors and The Royal Institution of
Chartered Surveyors. The valuations were performed in accordance
with “The Hong Kong Institute of Surveyors Valuation Standards
on Properties (1st Edition 2005)" published by The Hong Kong
Institute of Surveyors and the “Royal Institute of Chartered
Surveyors Valuation Standards (7th Edition 2011)" published by the

Royal Institute of Chartered Surveyors.

21.

REYZE @

REEEHOFEARDRESHE R EE
ZAREREYEEZDRADFERS
FECUDBERARIEREME -

BIUAERFEXEHEMRABEERFEER
A (MRBERFEDERANEER =
——FR_F-TF+_A=t+—Bf
REBERFEREZREYMELETOERMS
B-ZREAEER_Z——F—HFMEA
MNREBEzEREME EEER=F——
Ft_A=+T-"HhE—"BIAREREZE
BEMREFEERAR (DREFE])E
1T 1E - WAL E R B 7RG ST M8 Rl i
MABMEZER-

D)

A

R-E——F+-fA=1+—0 REYE
2 EERE B RO TG RoR g E
F(ABNEMEgee B RREESRED
BEMB2ge8 )% REMENETE
%ﬂg%%%%ﬁﬁzmiﬁﬁﬁ%(:
TTREE W) REEES RGBSR
BeMEm s MEGELEAN(ZZ——F
FEHhR)ETo

—T-FFR  EAEXEE
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Notes to the Consolidated Financial Statements

mEMBMRME

21.

CHINESE ESTATES HOLDINGS LIMITED

INVESTMENT PROPERTIES (contd)

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

as available in the relevant markets.

For the Group's investment properties under development, their
fair value reflects the expectations of market participants of the
value of the properties when they are completed, less deductions
for the costs required to complete the projects and appropriate
adjustments for profit and risk. The key assumptions include present
value of completed properties, period of development, outstanding
construction costs, finance costs, other professional costs, risk
associated with completing the projects and generating income after

completion and investors' return as a percentage of value or cost.

Annual Report 2011
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FREMBHRERME
21. INVESTMENT PROPERTIES (contd) 21. REME &
For the Group's investment properties under construction at cost, MALBERKEA BERREMEMS -
when their fair value were not reliably measurable, they were EHEATFEEEA SEHETR  AIRKA AR
measured at cost, less any impairment loss, until the earlier of the BERREBEAZ2 BEETKEZEZ A
date of construction is completed and the date at which fair value FATFHEEAIEEE R (UREE
become reliably measurable. RIE) Rk
The carrying amount of investment properties shown above PR EYEZEEERSE:
comprises:
2011 2010
HK$°000 HK$'000
FER FETT
Properties in Hong Kong held under: MNEBRATEOREZ
lEX
Long-term lease REATEA 21,933,310 19,374,605
Medium-term lease FRHAFR 4 5,404,210 5,067,030
27,337,520 24,441,635
Properties outside Hong Kong held under: REBUIMZATHORE
2
Freehold KA FENE 3,411,307 -
Medium-term lease FRERFR 49 3,735,702 2,977,389
7,147,009 2,977,389
34,484,529 27,419,024

“T—FFH  EABXKE
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22. PROPERTIES AND OTHER FIXED ASSETS 2. MELEMETEE

Furniture,  Yachts and

Leasehold fixtures and motor
land Buildings equipments vehicles Total
BHC-EER
HELH BT RE BERRE k)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FEL FEL TEL FEL

Cost A
At 1st January, 2010 RZZ—-TE—H—H 337,060 73,840 97592 84,429 592,921
Transfer from investment properties REEMEER 99,900 14,500 - - 114,400
Additions TE - - 8,756 316 9,072
Disposals/written off HE /e - - (68,413) (381) (68,794)
Exchange adjustments A - - 178 117 295
At 31st December, 2010 R_E-ZFE+-A=+—H 436,960 88,340 38,113 84,481 647894
Additions NE - - 10,987 5910 16,897
Disposals/written off HE /s - - - (706) (706)
Exchange adjustments [E 5350 % - - 824 155 979
At 31st December, 2011 RZB——F+-A=+—H 436,960 88,340 49,924 89,840 665,064
Depreciation e
At Tst January, 2010 i 8,879 15,397 87,080 63,339 174,695
Charge for the year KEEHE 1,041 2,209 5,741 11,058 20,049
Capitalised to stock of properties BRABRENEZNEFEAR

held for sales - - 184 - 184
Elimination upon HERE

disposals/written off - - (68,381) (381) (68,762)
Exchange adjustments B Ji 50 & - - 82 57 139
At 31st December, 2010 RZE—TFT-A=1—H 9,920 17,606 24,706 74,073 126,305
Charge for the year KEERE 1,042 2,209 5,797 8,177 17225
Capitalised to stock of properties BRAARIELEZNEFEER

held for sales - - 218 - 218
Elimination upon R 8

disposals/written off - - - (706) (706)
Exchange adjustments B 5 50 & - - 190 76 266
At 31st December, 2011 RZE——F+ZA=1+—A 10,962 19,815 30,911 81,620 143,308
Carrying amounts REE
At 31st December, 2011 R-ZB-——f+ZA=+-H 425,998 68,525 19,013 8,220 521,756
At 31st December, 2010 RZE-ZF+-A=1—H 427,040 70,734 13,407 10,408 521,589
The Group's leasehold land and buildings are situated in Hong Kong REEZHEL O REBFHUREELIR
and held under long-term leases. RHEIBAFEA -
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|

23. PROPERTY INTERESTS HELD FOR FUTURE  23. H{EB B RRE 2 ¥Rz

DEVELOPMENT
2011 2010
HK$'000 HK$'000
TERT FAT
Cost R
At st January and 31st December R—A—HER+=ZA=+—H 71,118 71,118
Impairment loss WIEE B
At st January and 31st December W—A—BEkt+ZRA=+—H (71,118) (71,118)
Carrying amounts BREE

At 1st January and 31st December

The property interests held for a development project are located
in Chenghai Royal Garden, Shantou, PRC. Under a Contract for Pre-
registration of Grant of State-owned Land Use Right (“Contract”)
with the district bureau of Chenghai dated 5th August, 1992, the
Group had made certain down payment. However, the Group
subsequently determined not to proceed with the land requisition

and requested for refund.

In April 2005, the Group commenced legal proceedings at the
Shantou City Intermediate People’s Court (“Intermediate Court”) to
terminate the Contract with the Shantou City Planning and State-
owned Land Resources Bureau (“Chenghai Bureau”). In view of
the uncertainty in the recoverability of the amount claimed and any
other entitlements under the Contract, the Group had made a full

provision for an impairment loss of HK$71,118,000 during 2004.

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

R—A—RAE+ZA=+—H - -

FFRRIAE 2R T o B SR
mESEBIEE -REN-NANL_FN\A
TREESMEE R L ZEA L HER
#EYaR ([AR)) AEEEXNET
Ed  AEEERRETETRM WL
ZERMERREES -

RZZEZRFWEA AEBERIWETF
ANBIERT ([T ] ) iR SE T 45 21 BL E
TERR ([BEER])BRAEERF K
AR - R KRBT A & U B R (8 FE
EREERzZEMER REEER =T
T YRR EE B EL 71,118,000 7T .2
THEE-

RZZZERF+_AZ+NR SRR
HIREE RSB BF - A BEERNZ
ZEALF-A-T=ZHAERESAAR
EBE ([RAUER] ) IR X LAF R - AL
ERER_ZTLF_At+t=HARHME
Be 12 52 [ & o

—T-FFR  EAEXEE
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23. PROPERTY INTERESTS HELD FOR FUTURE

DEVELOPMENT (contd)

On 27th June, 2007, the High Court accepted the application
of appeal by the Chenghai Bureau and made the judgment as
follows: (1) the judgment made by the Intermediate Court on 28th
December, 2006 was revoked; and (2) the case was remitted
to the Intermediate Court for rehearing. On 22nd August, 2007,
the Intermediate Court accepted for rehearing the case within six

months.

On 18th February, 2008, the Intermediate Court notified the Group
that the trial period had been extended for six months to August
2008.

On 12th August, 2008, the Intermediate Court issued the civil
ruling of dismissing the Group's civil claim. The Group initiated an
application for appeal to the High Court after receiving the ruling
and submitted all legal documents required in the application
on 2nd September, 2008 that the appeal was rejected on 17th
December, 2008. On 1st June, 2009, the Group has submitted
all legal documents and application for appeal to the Supreme
People's Court (“Supreme Court”). On 27th July, 2009, the
Supreme Court notified the Group that the application of appeal

was processing.

On 23rd November, 2009, the Supreme Court made the judgment
as follows: (1) order the High Court to rehear the case; and
(2) suspend the execution of the original judgment during the

rehearing.

On 7th September, 2010, the High Court made the judgment
as follows: (1) the judgment made by the High Court on 17th
December, 2008 and the judgment made by the Intermediate
Court on 12th August, 2008 were revoked; and (2) the case was

remitted to the Intermediate Court for rehearing.
On 21st April, 2011, the Intermediate Court notified the Group that

the case is accepted. On 8th August, 2011, the Intermediate Court

held a case rehearing.
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BREMBHRERME

24. INTANGIBLE ASSETS 24, B EE

Trading and
exchange
rights Trademark Total
EERESE 5L “zE
HK$'000 HK$'000 HK$'000
FET FET FET
Cost AR
At st January, 2010, RZZ—ZF—-H—H
31st December, 2010 —E-ZEF+-A=+—8BK
and 31st December, 2011 —E——F+ZA=+—H 2,705 14,300 17,005
Amortisation and impairment  #8# K B {E
At st January, 2010 R-_E—TEFE—F—H 2,705 7,150 9,855
Amortisation for the year REE Y - 2,860 2,860
At 31st December, 2010 RZE—ZEF+ZA=+—H 2,705 10,010 12,715
Amortisation for the year REF Y - 2,860 2,860
At 31st December, 2011 RZZ——F+=-A=+—H 2,705 12,870 15,575
Carrying amounts SREE
At 31st December, 2011 R=-Z——F+=-A=+—H - 1,430 1,430
At 31st December, 2010 RZE—ZTF+-A=+—H - 4,290 4290

BHAX A2 AKRERK ZEM

in the consolidated statement of comprehensive income. s

The amortisation expense has been included in the other expenses

b EEABREERFY YUE
BOEIR A FHIE -

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

years.

“T—FFH  EABXKE
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RAMBRERME
25. GOODWILL 25. &
HK$'000
FHETT
Cost R
At 1st January, 2010 and 31st December, 2010 RZE—ZEF—F—HK
—F-FTF+A=1+—H 54,689
Acquisition of subsidiaries (Note 44(a)(i)) W s M 8 2 7 (M FE44@)0) ) 322,938
At 31st December, 2011 RZEE——F+-_A=+—H 377,627
Impairment WAE
At st January, 2010, 31st December, 2010 RZE—ZTF—HF—H
and 31st December, 2011 —E-EF+-_A=+—HK
—E——F+=A=+—8 47,748
Carrying amounts IREE
At 31st December, 2011 R=ZF2——+=A=+—H 329,879
At 31st December, 2010 RZZE—ZFF+ZA=+—H 6,941
Impairment testing of goodwill BmERENR

For the purpose of impairment testing, goodwill acquired through
certain business combinations has been allocated to the Group's
two cash-generating units (“CGUs"), which in all cases were
determined to be investment properties owned by subsidiaries.
The carrying amount of goodwill (net of accumulated impairment
losses) as at 31st December, 2011 and 2010 was allocated to

CGUs with the following places of operation:

Hong Kong i
United Kingdom S

168 CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011

BRTAEAR REBAHELHE
ESREAREMAREELEM ([Re
i) EE R AEENE R
BZRANE-R-F——5R-F-F
E+-B=t-AzHBEEE (MK 2
SRERR) PRETRG BB
B

2011 2010
HK$'000 HK$'000
FET FET
6,941 6,941
322,938 -
329,879 6,941
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REMBHREWE

25. GOODWILL (contd) 25. A&
Impairment testing of goodwill (Cont'd) BMERENR (B)
The recoverable amounts for each CGUs operated in Hong PEELENBEBRAABR BN 2 HE
Kong and the United Kingdom have been determined based A EeBEIRBEEEHEZ TFRER
on value-in-use calculation using respective five-year cash flow %?@‘ﬁﬂ'ﬂﬁg%ﬁﬁﬁ BEEXETHGE.
projections approved by the Directors. The pre-tax discount rates EAEENEERE RSB 2 IE
of approximately 8.15% (2010: nil) per annum for the United BERDERBERERA ;@am%z
Kingdom property business and approximately 8.96% (2010 MATFEIR LK RBISE (ZE—FF:
11.67%) per annum for Hong Kong property business were applied | MmBEBBYMEZBA EEEE%%’\JZ%S.%
to the cash flow projections when assessing the recoverability of the E(ZZ—ZF:1167E) -
respective CGUs containing goodwill.
There are a number of assumptions and estimates involved for REReNBTN Y R ZIERE Kb
the preparation of the cash flow projections. Key assumptions FTERVDEHESRBEBRERT RHEY
included gross margin and discount rates which are determined MSERBABETZEMEBRE - T2
by the Directors based on past performance and its expectation BREMABENBILR  ZR1H R RE
for market development. The values assigned to key assumptions HOETE R R - WM& SN EEE R AR ©
are based on historical experience, current market condition, EMERTIFEEER - TR 2 B %
approved forecasts and consistent with external information R2REANRBRDZ MEFHERKRK
sources. Gross margin is budgeted gross margin. The discount rates EEUWRMESTERBCETRR -EF
used were determined with reference to weighted average cost of BE ZEREFTEAIBHIR 2 EAE S
capital of similar companies in the industry reflected specific risks SERRSENBEOBERBRLRESEN
relating to the industry. The Directors believe that any reasonably ZAWOESE - REE-_T——FR_-F
possible change in any of these assumptions would not cause the —ETFF+ A=+ —RALFERN EF:T
aggregate carrying amounts of both CGUs to exceed the aggregate E R BN R E R -
recoverable amounts of both CGUs. During the years ended 31st
December, 2011 and 2010, the Directors determine that there is
no impairment of the goodwiill.
26. INTERESTS IN ASSOCIATES 26. Bt = N Al
2011 2010
HK$'000 HK$'000
TER FAT
Cost of investment in associates KB E DB
— Unlisted —JELT™ 283,758 283,667
Share of post-acquisition profits and B 1208 N K Ho A
other comprehensive income, 2 EW SR E W E
net of dividends received 1,409,987 760,389
1,693,745 1,044,056
T FER EXEH
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mEMBMRME

26. INTERESTS IN ASSOCIATES (contd)

Pt
26. Btz A A

The Company provided corporate guarantee to secure bank loans

granted to its associates. The fair value of the financial guarantee

contract was determined by Norton Appraisals Limited, independent

qualified professional valuers, and it was recognised as interests

in associates and financial guarantee liabilities

consolidated statement of financial position.

in the Group's

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

2011 are set out in Note 53.

The investment properties held by the Group's principal associates

were revalued as at 31st December, 2011 by B.I. Appraisals. B.l.

Appraisals continues to adopt investment method and/or direct

comparison method as the valuation methodologies. The valuation

methods and significant assumptions applied in determining the fair

values of investment properties are detailed in Note 21.

The summarised financial information in respect of the Group's

associates is set out below:

Total assets
Total liabilities

Net assets
Non-controlling interests

Group's share of net assets of associates

Revenue

Profit for the year

Other comprehensive income

Group's share of results of associates for the year

Group's share of other comprehensive income
of associates for the year

CHINESE ESTATES HOLDINGS LIMITED

BEFE
FEPERIME 5

REBEEBE QT
BEFE

WA

AR i A

Hth 2 s

NEBBIGEE AT
KEEFEE

REBBEBERT

REEH M 2w s
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$ Tkﬁi"jﬂﬂ%fﬂ%ﬁﬁws BIER
BER2ER -BBEREOZATE
mﬁi BREEGEMYHERTHE
RARIERE  WERAKE 2GS BB
/R#EEEWTJEW i N B RS R B A TER
BfE-

——F+-_A=Z+—HBzZ=x
EEA T FESS o

AEEBXTEHENAIZREYED HRID

BEERAFER _E——F+_A=+—H#
TEMG - REBEBETEFERMNITEER
SRHEBELBEREER A - EARET
BREMERATEZEEREREZRER
B sE2 154k o

AEBZBERRZHBERBRARLIT :

2011 2010
HK$'000 HK$'000
FET FET
14,743,842 23,707,985
(10,468,436) (21,649,668)
4,275,406 2,058,317
5,916 9,293
4,281,322 2,067,610
1,693,745 1,044,056
4,829,080 413,683
4,673,113 165,633
321,070 253,296
1,241,732 56,580
107,943 78,272
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N ELL:
27. ADVANCES TO ASSOCIATES 27. BN R R IR
2011 2010
HK$'000 HK$'000
FHERT FETT
Interest-bearing advances to associates AN NS A S O 97,465 109,052
Interest-free advances to associates BNEE N R 2R B RIE 1,521,177 1,454,635
1,618,642 1,563,687
The advances to associates are unsecured. An approximately BAAEE QR RIEARSEEMR LN
HK$962,083,000 was expected to be repayable in 2013 and 962,083,000/ T2 FUETEHIN — T — =4
the amount is therefore shown as non-current. For the remaining BiE Atz EFIEIEERBIEE - BRI
HK$656,559,000, the Group will not demand repayment within #£,2656,559,000/8 7T, * N E g Z KR
one year from the end of the reporting period and the amounts are BERARBA —FRNER FZEHIA
therefore shown as non-current. The interest-bearing advances to SIEIEMBN M E - BB E QR 25 B
associates bear interest at the prevailing market rates. AR 2 TISEER RS -
28. INTERESTS IN JOINTLY CONTROLLED 28. KR H & S
ENTITIES
2011 2010
HK$'000 HK$'000
FER FET

Share of net assets of jointly controlled entities 1§ £ [F) %2 | i 18 & = 7H - -

“T—FFH  EABXKE
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mA B EmRME

28. INTERESTS IN JOINTLY CONTROLLED 28. FRIE BB (o)
ENTITIES (contd)
Details of the Group's jointly controlled entities which are held RARIMEERA 2 RSB A RZEHHER
indirectly by the Company as at 31st December, 2011 are as ZE——FF+ZA=ZFT—HZFBOT:
follows:

Proportion of nominal

Form of value of issued
Name of jointly business Place of share capital held Principal
controlled entity and structure incorporation e &7 activities
HEEZEHBIEER E(BEEERX o i BR AL it B RAEE & FTEXEH
Golden Royce Incorporated Hong Kong 31.77% Dormant
Investment Limited R AV & 67 4 AL 2
SRR EFR DT
Top Grade Assets Limited Incorporated British Virgin Islands 40.97% Dormant
Gl REREBRES Tmex
Upgrade Properties Limited Incorporated British Virgin Islands 40.97% Dormant
Ealifoava RERBRES Hmeax
The summarised financial information in respect of the Group's AN B 2 H R R G 2 B S A Rt
jointly controlled entities is set out below: LU
2011 2010
HK$'000 HK$'000
FHET TR
Total assets BERTE - -
Total liabilities aREEE (160,145) (160,138)
Net liabilities BEFE (160,145) (160,138)
Group's share of net liabilities of 2 5 B AL LR S
jointly controlled entities aEFEE - -
Revenue @ - -
Loss for the year REEEE (7) (3,989)
Group's share of loss of jointly controlled 7N 5 B A FL AR S
entities for the year REFEEE - -
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BREMBRERME

29. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments comprise:

Unlisted equity securities:
— Incorporated in Hong Kong

— Incorporated elsewhere

Unlisted debt securities:
— Floating rate notes (note i)

— Fixed rate notes (note ii)

Listed debt security:
— Floating rate note (note iii)

Club debentures

Total

Analysis for reporting purposes as:
Non-current assets

Current assets

BERERE
2011 2010
HK$'000 HK$'000
F#ET FHET
JELETRAES

—REB M 120,529 152,463
— A E i [ 5 3,892,849 3,899
4,013,378 156,362

JE T EEES
—FBEEE (M=) 88,301 148,803
—EBEE (Kizxi) 96,263 74,911
184,564 223,714

EHEBES:

—F B2 (K= - 38,976
SEES 15,731 15,731
BEE 4,213,673 434,783
ERERB 2D :

ERBEE 4,160,350 334,079

MBEE 53,323 100,704

4,213,673 434,783
T —FFR EABXEHE
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B R B AR MY

29. AVAILABLE-FOR-SALE INVESTMENTS (contd)

CHINESE ESTATES HOLDINGS LIMITED

Notes:

(i)  The unlisted floating rate notes with maturity dates in 2012 and
2014 carry interest at LIBOR plus 0.23% to 0.35% (2010: LIBOR
plus 0.23% to 0.35%) per annum, payable on quarterly basis,
and the balances with maturity date in 2012 were classified as
current assets.

(i) The unlisted fixed rate notes carry interest from 4.75% to 6.50%
(2010: 4.75% to 7.00%) per annum, payable on half-year basis,
and will mature from February 2013 to August 2019 (2010: from
February 2011 to March 2016).

(i) At 31st December, 2010, the listed floating rate note which
carried interest at Euro Interbank Offered Rate plus 0.20% per
annum, payable on quarterly basis, was denominated in EUR.

At the end of the reporting period, the fair values of the listed and
unlisted debt securities were referenced with the quoted market bid

prices available on the industry group.

For certain unlisted equity securities incorporated in Hong Kong, the
fair values are determined based on discounted cash flow valuation
techniques, with assumptions on discount rates ranging from 1%
below Prime to Prime and no earning growth factor were used.
Prime is defined as HK$ best offered rate quoted from time to time
by Standard Chartered Bank. If the discount rate to the valuation
model was 10% higher/lower while all other variables were held
constant, the carrying amounts of the unlisted equity securities
investments would decrease/increase by HK$1,342,000 (2010:
HK$2,054,000).

Annual Report 2011
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FEMBHREWE

29. AVAILABLE-FOR-SALE INVESTMENTS (contd)

Investments in unlisted equity securities incorporated elsewhere
included the Group's 49% interest in Grandday which was
incorporated in the British Virgin Islands and indirectly owns parcel
of land in the Jiangsu Province, PRC. As the Group does not have
representation on the board of directors and does not participate
in the policy-making processes of Grandday, the Directors do not
believe that the Group is able to exercise significant influence over

Grandday and therefore it is not classified as an associate.

Unlisted equity securities issued by private entities incorporated in
the United States of America are stated at cost less accumulated
impairment losses because the range of reasonable fair value
estimates is so significant that the Directors consider that their fair

values cannot be measured reliably.

During the years ended 31st December, 2011 and 2010, the
Directors consider that there is no impairment loss recognised in

relation to the unlisted equity securities.

The club debentures classified as available-for-sale investments are
stated at cost less accumulated impairment losses. During the years
ended 31st December, 2011 and 2010, the Directors consider that
there is no impairment of the club debentures since the market

price less costs to sell are higher than its carrying value.

At the end of the reporting period, available-for-sale investments
totaling HK$3,908,870,000 (2010: HK$19,920,000) are stated at

cost less accumulated impairment losses, if any.

29. %
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30. ADVANCES TO INVESTEE COMPANIES AND
NON-CONTROLLING SHAREHOLDERS

@

()

CHINESE ESTATES HOLDINGS LIMITED

The advance made to an investee company, of approximately
HK$406,241,000 (2010: HK$344,687,000), with principal
purpose of providing fund for a property development
project, namely The Coronation, located at West Kowloon
Reclamation Area is unsecured and interest-free. The
remaining balance of approximately HK$192,000 as at 31st
December, 2010 was made to another investee company,
with principal purpose of providing second mortgage for a
property development project, is unsecured and interest-
bearing at prevailing market rate. The Group will not demand
for repayment within one year and the advances are therefore

shown as non-current.

The advances made to non-controlling shareholders are
unsecured and interest-free. The Group will not demand for
repayment within one year and the advances are therefore

shown as non-current.
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FREMB/RME
31. LOANS RECEIVABLE 31. R E K
2011 2010
HK$'000 HK$'000
FER FHET
Long term loans receivable, secured BHEMAZEREHER
Non-current FERBIEE 34 78
Current mEMNE 44 41
78 119
Long term loans receivable, unsecured MR R R BE R
Non-current FERBIEE 24 -
Current mENME 16 -
40 -
Other loans and advances, unsecured AR 2 b BN A - -
118 119
Less: Amounts due within W — N EIEN S
one year shown under MEE E 2 FIE
current assets (60) 41)
Amounts due after one year —FEREH 2 FE 58 78
Loans receivable comprise: JEWE TR EAE -
Effective
Maturity date Collateral interest rate Carrying amounts
ZIHA il BRA=E SREE
2010 2010
HK$'000 HK$'000
TER FET
Loans receivable 17th September, 2013 Properties Prime rate 78 19
R E R —Z-=FhA++tA M RBEAE
Loans receivable Ist January, 2014 Nil 18% p.a. 40 -
JEUE R —Z-mE—-A—H i FLI8E
118 119

T -—FFH  EABXKEE
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REMBMRME

32. OTHER FINANCIAL ASSETS

(a)

(b)

(9

CHINESE ESTATES HOLDINGS LIMITED

Pledged deposits

The amount represents deposits pledged to banks and
other financial institutions to secure credit facilities granted
to the Group. Deposits amounting to approximately
HK$1,539,558,000 (2010: HK$24,035,000) have been
pledged to secure short-term borrowings and are therefore
classified as current assets. The remaining deposits
amounting to approximately HK$165,441,000 (2010:
HK$163,031,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.
The deposits carry interest rate at prevailing market rate. The
pledged deposits will be released upon the repayment of
relevant borrowings.

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly

amounts due from clearing house, brokers and clients.
Time deposits, bank balances and cash
The time deposits carry interests at prevailing market deposit

rates and mature within one month. The Group does not hold

collateral over the balances.
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FEMBHREWE

33. STOCK OF PROPERTIES 33 MEFE

2011 2010

HK$'000 HK$'000

FER FAT

Completed properties SRR 201,085 314,775

Properties under development held for sales BIEHE2ERT M 5,785,458 4,304,354
Less: Impairment loss recognised B B R RAEEE (279,467) (279,467)

5,505,991 4,024,887

5,707,076 4,339,662

At 31st December, 2011, the Directors reviewed the carrying
amounts of the properties under development held for sales with
reference to current market situation and the estimated selling price
of the properties under development held for sales provided by B.I.
Appraisals. No impairment loss was made during the years ended
31st December, 2011 and 2010.

During the year, completed properties write-down of HK$2,312,000
(2010: nil) was recognised to the consolidated statement of
comprehensive income as a result of decrease in net realisable

value of certain completed properties.

Properties under development held for sales with carrying amounts
of approximately HK$2,703,537,000 (2010: HK$4,024,887,000)

are expected to be completed after one year.

RZBE——F+ZA=+—H EF2%
FEHEZBERTMEZRRTHRER
BRBERF G REZ AT EE B
FREZBERPYEZREE REEZ
E——FR-F-ETF+_A=+—HL
FEANEEERRERE-

FRN BRETEXMEZAZRFET
BN RE S E N R MR FERE
RBE£5EAE2312,0008 T (ZF—F
Fofm)e

BELE2EHERYEZERE
#492,703,537,0008 L ( —Z & — T F :
4,024,887,000/8 7T ) TEEIR — F 18 E K ©

—T-FFR EAEXEE
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FEMBHRERME
34. INVESTMENTS HELD-FOR-TRADING 34 FHEEBZIRE
Investments held-for-trading comprise: RIEEREZIREBE:
2011 2010
HK$'000 HK$'000
FER FHET
Listed investments: FHRE:
— Equity securities listed in Hong Kong —REE LT ZRAEES 514,917 2,127,565
— Equity securities listed elsewhere —REMM R F 2 RANE S - 294,501
514,917 2,422,066
The fair values of the investments held-for-trading are determined FIEEECREZ A TFEDNRBEHEBAE S
based on the quoted market bid prices available on the relevant REGMzMmHEBENREBEE -

stock exchanges.

35. FINANCIAL ASSETS DESIGNATED AS AT FAIR 35. 5 7F & @ B 18 %5 A it

VALUE THROUGH PROFIT OR LOSS NFEZTREE
Financial assets designated as at fair value through profit or loss EERBBBESURBATFEZSHEE
comprise: BiE:
2011 2010
HK$'000 HK$'000
FTERT FHET
Bonds: (EEaE
Non-current JEREME 2,453,411 3,101,417
Current mMEEE 2,773,200 2,084,012
5,226,611 5,185,429
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FEMBHREWE

35.

36.

FINANCIAL ASSETS DESIGNATED AS AT FAIR
VALUE THROUGH PROFIT OR LOSS (contd)

Major terms of the bonds are as follows:

Notional amount Maturity
RMB2,000,000,000 2014
RMB215,000,000 2015
USD50,000,000 2011
USD266,000,000 2015
USD132,000,000 2016
USD32,000,000 2017

The bonds denominated in USD carry fixed rate range from 8.0%
to 13.5% per annum of which USD99,000,000 are callable and the
bonds denominated in RMB carry fixed rate at 8.0% and 8.5% per

annum.

The bonds are traded in active market and stated at fair values at
the end of the reporting period, their fair values are determined by
reference to market bid prices quoted by financial institutions and

brokers.

INVENTORIES FOR COSMETIC PRODUCTS

Finished goods BRI
Raw materials B R

At 31st December, 2011, all inventories were stated at the lower of

cost and net realisable value.

35, 15

E%@ﬂ%ﬁx&%
NFEZEHEE
BHEZEBERNRWNT:

ZHESHE BHA
A R #2,000,000,0007C —E—NF
AE#215,000,0007T —E—FRHF
50,000,000% 7T —E——%F
266,000,000 7T —E—FRHF
132,000,000% 7T —E—RF
32,000,0003% 7T —E—tF

MR BZEHFRE T FFHR80ERE
13.5/2 * HH199,000,0003 7T 7 f& 7 /& A
R ARBE 2 ESREEFHE
#8.0/E 28.5[E °

BHERRIERERZMER S UATFER
MEMRIE-EEZAFAEDRESR
MENMELZTHEEAREETE -

36. femFE

2011 2010
HK$'000 HK$'000
FHET FET
3,485 2,170
454 790
3,939 2,960

W=B——F+=A=+—0 FAFE
B 7 S (R D -

—T-FFR EAEXEE
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REMBMRME

37. DEBTORS, DEPOSITS AND PREPAYMENTS

Trade receivables FEUE 53 IA
Less: Allowance for doubtful debts B RERRE S
Deposits and prepayments Be RIEFNFKIE
Other receivables H fth FE YR IB

Included in trade receivables mainly comprised of rental receivables
billed in advance and settlements from tenants are expected upon

receipts of billings and properties sales proceeds receivables.

The Group maintains a defined credit policy to assess the credit
quality of each counterparty. The collection is closely monitored to
minimise any credit risk associated with these trade receivables.
Considerations in respect of sold properties are payable by the
purchasers pursuant to the terms of the sales and purchase
agreements. Rental in respect of leased properties are payable in
advance by the tenants. Other trade debtors settle their accounts
according to the payment terms as stated in the respective

contracts.
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37. FEWHRIE - 12 & R FE 5RIR

2011 2010
HK$'000 HK$'000
FET FET
17,372 32,135
(4,533) (4,928)
12,839 27,207
259,999 163,368
310,631 295,297
583,469 485,872

EUEZFRBRTEBERLAHEMBHAE
FeanalEERex N e BEES LY
HIHERWKIR

AEBECHIRIREZEEREK  UFEE
ARGHFZEEER-AKEEYESR
WHEN BRBEREFEZSENE
SHBEZEERR -BENARBEERE
ZHEFXNEEMEZREB-HEMEZ
MEAHEFPBELEIN -HMBEHEHKA
RIBE 5 A QA HI R Z A FRAEREER
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FEMBHREWE

37. DEBTORS, DEPOSITS AND PREPAYMENTS

(Cont'd)

The following is the aged analysis of trade receivables (net of

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

0 — 30 days
31 - 60 days
61 — 90 days

Over 90 days

TE=1H
=+—AEA+A
At—BREA+A
A+ALE

The following is the aged analysis of trade receivables which are

past due but not impaired:

0 — 30 days
31 - 60 days
61 — 90 days

Over 90 days

TE=1H
=t+—HEXTH
At—HEATH
A+BRE

(&)

. RWERIA 1w MIEFUR

e 508 (B RERE R ) RS R

ZERER DT ¢

2011 2010

HK$'000 HK$'000

FET FAET

3,150 17.546

977 576

588 50

8,124 9,035

12,839 27207

B A HERKBEZ B E 558 2 Rk

DT
2011 2010
HK$'000 HK$'000
FET FET
2,495 16,279
452 199
- 1
7,786 8,857
10,733 25,336

T -—FFH  EABXKEE
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REMBMRME

37. DEBTORS, DEPOSITS AND PREPAYMENTS 37 EWERIE & MTEN A

(Cont'd) (%)
Movement in the allowance for doubtful debts: RIREH 2 EH)
2011 2010
HK$'000 HK$'000
FTER FAT
1st January W—A—H 4,928 7168
Amounts written off as uncollectible LA B W [B1 i 8 2 SRR (85) (2,379)
Amount recovered during the year REEBEWEFHIE - (184)
Impairment losses (reversed) recognised HE W E 5 RIE (B E)
in respect of trade receivables R ZBEEE (310) 323
At 31st December R+=A=+—H 4,533 4,928

MEBHHEEBREEBKRRIENS  H#A
WEER AEEEREEE BTERRT
BERAMERRE FEERELTME
R AL BB E - mEEEE -
(ZRREBE) ZEERE -BiB0H
2 EWE 53 1E7786,0008 L (—ZE—F

For those past due but not impaired receivables, although no
collateral is held, the Group has assessed the creditworthiness,
past payment history and substantial settlement after the end
of the reporting period, and considers that the amounts are still
recoverable and no further credit provision is required in excess

of allowance for doubtful debts. Trade receivables over 90 days

amounting to HK$7,786,000 (2010: HK$8,857,000) are sufficiently
covered by rental deposits received from the respective tenants and
no allowance is required for these receivables under the Group's

allowance policy.

Trade receivables which are neither overdue nor impaired are in

good quality.
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Notes to the Consolidated Financial Statements

FEMBHREWE

38. CREDITORS AND ACCRUALS

39.

Included in creditors and accruals are trade payables of
approximately HK$520,513,000 (31st December, 2010:

HK$418,462,000).

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

the reporting period:

0 — 90 days
Over 90 days

BORROWINGS

Secured bank loans repayable
within a period of:
Less than 1 year
More than 1 year but within 2 years
More than 2 years but within 5 years

Over 5 years

Other secured loans repayable
within 1 year
Unsecured bank loan repayable

within 1 year

Less: Amounts due within one year

Amounts due after one year

38.

e AR IR Se FB At AR

JEMNEBRBREZERFEENEZESRE
#3520,513,0008 L (ZZE—ZF + = A
=-+—H:418,462,0005% 7T ) °

ENEZFERERREBERZERS TN
™
2011 2010
HK$'000 HK$'000
FBT FHET
TEA+H 82,250 222,972
N+BEMUE 438,263 195,490
520,513 418,462
30. {EE
2011 2010
HK$'000 HK$'000
FBT FET
HRT JHHFW%“;SZ
HERMBIRTER:
—FE T 6,551,002 735,577
— & A 1B R 8 R 8,751,362 6,461,062
M LA F1B iR A 3,748,153 8,521,896
FEE 184,500 -
19,235,017 15,718,535
AR—FRNEEZ
HHRFER 3,300,665 2,681,975
AR—FRNEEZ
EIRAIRITER 155,000 310,000
22,690,682 18,710,510
B —E AR RIE (10,006,667) (3,727,552)
—FREEBZR 12,684,015 14,982,958

The bank loans denominated in HK$ are variable-rate borrowings

which carry interest ranging from HIBOR plus 0.37% to 5.00%

(2010: HIBOR plus 0.37% to

1.75%) per annum.

L‘Ai%ﬁ?r@ZﬁEﬁEm?%/%JﬁE F8
= BB IRITRIZESF B I10.37/F Z I15.00E
F—Ir(:éfgﬁ:ézﬁﬁmﬂ%ﬁ%m
0.37EZE.75BTE) -

—T-FFR EAEXEE
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REMBMRME

39. BORROWINGS (contd)

The variable-rate bank loans denominated in RMB carry interest
ranged from 90% to 110% (2010: at 90%) of People's Bank of
China base rate as announced by the People's Bank of China per

annum.

The borrowing denominated in GBP from a financial institution
as at the end of the reporting period with carrying amount of
approximately HK$3,185.9 million (2010: nil) carries interest at a
fixed rate of 5.97% per annum. The weighted average effective

interest rate is 3.5% per annum.

The remaining loans are variable-rate borrowings which carry
interest at costs of funds of financial institutions plus 0.25% to
1.98% (2010: inter-bank borrowing rate plus 0.25% to 0.30%) per

annum.

The Group's borrowings that are denominated in currencies other

than HK$ are set out below:

usb E
GBP 87
RMB AR
Australian dollars JRIT
EUR BT
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39. {5 )

MAREFEZZEBRITEFEZFEHAR
BITAMZHRRARBITEREERN R Z
90%Z110% ( ZZF—ZF % : 900% )5t & -

NEEHEZ2REBER 2 REER
R4 HAZR 493,185,900,0008 L (ZE—F
FE)IETEBFHB5.97%: & - MEF
BERFN R[5

HEREZAEZEEE FELRERKES
ERAN025EE1.98E (ZE—ZT4F R
TEESEN025EE030E )5HHE -

AEBUBTUINEBAEZBEWT

2011 2010
HK$'000 HK$'000
TR THBT
3,274,825 436,226
3,185,895 ~
775,807 626,296

- 13,918

- 231,831
7,236,527 1,308,271
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REMBERRME
40. PROVISIONS 40. #fm
2011 2010
HK$'000 HK$'000
FTHET FET
Contingency provision HANFIEE
At Tst January K—HA—H 16,054 16,054
Reversal of contingency provision B Ol A F B (16,054) -
At 31st December R+=HA=+—8H - 16,054
Note: The provision represents construction cost determined by Mzt BEEREEBEES -—2E=FBYHEA
the management's best estimate of the Group's liability on B ZBERPYETER BERA K
contingency claims by a third party to whom a property under RREMEEZANEBRBEMIEL 2
development project was previously disposed of. BEMGEFHMETE °
41. SHARE CAPITAL 41. fR 7R
Movements in the share capital of the Company during the year MAFEEANARNE 2 RAREBH T -
were as follows:
Number of shares Share capital
R & E BAEN
2011 2010 2011 2010
HK$'000 HK$'000
TR TiEx
Ordinary shares of HK$0.10 each SREEI0ETZ LBk
Authorised: EERA
At Tst January and 31st December R—A—-Ak
+-A=+-H 5,000,000,000 5,000,000,000 500,000 500,000
Issued and fully paid: ERETRECRA:
At Tst January R—A—A 1,907,619,079  1950,000,079 190,762 195,000
Repurchased of ordinary shares B35l
(note) (HizE) - (42,381,000) - (4,238)
At 31st December W+=B=+-H 1,907,619,079 1,907,619,079 190,762 190,762

—TFFH EABREE 187
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REMBMRME

41. SHARE CAPITAL (contd)

Note:

41

The Company did not repurchase any its own ordinary shares

on the Stock Exchange during the year ended 31st December,

2011.

During the year ended 31st December, 2010, the Company

repurchased its own ordinary shares on the Stock Exchange as

follows:

Month of repurchases

EfTEBzAN

May 2010 ==
June 2010 ==
July 2010 —=

No. of

ordinary shares
repurchased

Bl 88

EERYE

25,355,500
14,153,500
2,872,000

The above ordinary shares were cancelled upon repurchase. None

of the Company's subsidiaries had repurchased, sold or redeemed

any of the Company'’s listed shares during the year.

42. AMOUNTS DUE TO ASSOCIATES AND A

NON-CONTROLLING SHAREHOLDER

Both the amounts due to associates and a non-controlling

shareholder are unsecured and interest-free. The associates and the

non-controlling shareholder will not demand for repayment within

one year from the end of the reporting period and the amounts are

therefore shown as non-current.

CHINESE ESTATES HOLDINGS LIMITED

Annual Report 2011

42. R G B

N

faE: RBE-F——%+=-A=+—H
IFFE - RATRDRE I P EIEE
A EEAL

RBE-Z-ZF+-_HA=+—H
IR ERRAONS)S el S|

- FHBEWMT
Price per share Aggregate
BRER consideration
and transaction
Highest Lowest cost paid
ENRRER
BE =434 R HRAE
HK$ HK$ HK$'000
BT BT FHET
12.86 11.44 307,799
13.72 12.64 187,601
14.08 13.90 40,264

Pl EBRENREBRETHE - ARARZ%
MBARRAFEARELR HEXE
B AR BMEAR] LA AD ©

AR R~ IR

%
xR KA

REABERE R —BIFERIRRFIAY B
BEANRE - ZEHE QR RIFER
RTERHMERRE-—FRABREERE &
&ERBIIEIFREEE -
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FEMBHREWE

43. DEFERRED TAXATION 43, JRIETL IR

AT AREERAHEAH B ERSH
FEL BBz TR ELERRAR (ERE

The following is the major deferred tax liabilities provided (assets

recognised) by the Group and movements thereon during the

current and prior reporting periods: BE)RHE
Accelerated
Investment tax Tax
properties  depreciation losses Total
piifzd
REME BIRHFE BB &SR Fook
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
At 1st January, 2010 RZE-—ZTF—-H—H 426,412 14,919 (40,092) 401,239
Disposal of subsidiaries &M E 2 A
(Note 44(b)(ii)) (Bi3E44(b) (i) ) (11,160) (4,616) 3,193 (12,583)
(Credited) charged RiRE 2 ERERE
to the consolidated () Mk
statement of
comprehensive income (25,644) 7735 (367) (18,276)
At 31st December, 2010 RZZE-ZF
+-A=+-8 389,608 18,038 (37,266) 370,380
Exchange adjustments PE 5 J8 2 - - 125 125
Acquisition of subsidiaries Y P B A)
(Note 44(a)(i)) (Fif3E44@)(30)) - - (42,609) (42,609)
Charged to the consolidated RiFE 2 ERGERE
statement of comprehensive ks
income 73,450 10,515 24,539 108,504
At 31st December, 2011 R-E——F
+=A=+-~H 463,058 28,553 (55.211) 436,400

For the purpose of the presentation in the consolidated statement

of financial position, certain deferred tax liabilities and assets

have been offset. The following is the analysis of the deferred tax

balances for financial reporting purposes:

REINEEMBIRRREK & TEREREA
BEREECRKRYHE RYBRERELZ
BRI -

2011 2010
HK$'000 HK$'000
FET T T
Deferred tax liabilities EERIEEE 483,679 403,463
Deferred tax assets FALEMIEE E (47,279) (33,083)
436,400 370,380
T ——FFR EABXEHE 189
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REMBMRME

43. DEFERRED TAXATION (contd)

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

of the future profit streams.

Accelerated tax depreciation RIS E
Tax losses s E e

At the end of the reporting period, the Group has unused tax
losses of approximately HK$48,034,000 (2010: nil) arising in the
Mainland China which will expire in one to five years for offsetting
against future taxable profits. Other unrecognised tax losses may be

carried forward indefinitely.

44. BUSINESS COMBINATION

(@) Acquisition of Subsidiaries

(i)  Acquisition of River Court Holdings Limited and

its subsidiaries (“River Court Group”)

On 14th January, 2011, the Group entered into a
sale and purchase agreement with independent
third parties, in relation to the acquisition of 100%
equity interests in River Court Holdings Limited, which
indirectly held the freehold office building, namely
River Court, located at London, United Kingdom at
a consideration of GBP37.8 million, equivalent to
approximately HK$453.4 million (“Acquisition of River
Court"). The Acquisition of River Court was completed
on 14th January, 2011.

At the date of acquisition, River Court Group was
actively engaged in property leasing and whole of
properties were leased out, the Acquisition of River
Court enables the Group to have return in form
of rental income and asset enhancement on the
integrated set of its activities and assets. The Directors
determined that the acquired entity should be
accounted as business in accordance with HKFRS 3

“Business Combinations”.
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43.

44,

IR AERIE ()

REREBR  NEBA AT BH#ATERR
KaMmAERZ T BELEHRBEE-

2011 2010
HK$'000 HK$'000
FET FET
(106,493) (130,118)
(507,233) (282,918)
(613,726) (413,036)

REBMRIREIR, P EKREELERUY
EARRERFEF L ER —ZEAFREE
2 AR AR IS A 18 448,034,000 7L (=
T-TF E) EBABRZUBEEE
MmIRHEAAE S o

EBa 0t
() WHHKEAT

(i) YK fERiver Court Holdings
Limited &% B I} & 23 7] ([ River
Court/8 /)

AEEHBYE=-FNR=Z
——F—-—ATHBRZER
% - B B U River Court
Holdings Limited,Z 100%M% 7x
Bam HEEFAUNER
fa ¥ % B [River Court] Z
KAEREBEFTE-RFHRE
/37,800,000%E & (HE R
#453,400,000 7)) ([
f&River Court]) o Wt f&River
CoutB M =F——F—A+M@
HIEK °

P UEE B - River Courtts EiE 1R
NEMEEEXBE2IWE
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44. BUSINESS COMBINATION (contd)

(a)

Acquisition of Subsidiaries (Cont'd)

()

44, % @

(@) WEHEAT (E)

Acquisition of River Court Holdings Limited and (i)

its subsidiaries (“River Court Group”) (Cont'd)

The recognised amounts of identifiable assets acquired

and liabilities assumed as at the date of the Acquisition

of River Court are as follows:

Net assets acquired:

Investment property — River Court
Debtors and prepayments

Bank balances and cash

Secured bank loan

Deposits and receipts in advance
Creditors and accruals

Tax liabilities

Deferred tax asset

Net assets acquired

Goodwill

Total consideration

Satisfied by:

Cash consideration paid

Net cash outflow arising on acquisition:

Cash consideration paid

Bank balances and cash acquired

Wi s & R E -
&Y E — River Court
FE U AR TE R FB 5 3R IB
IRITHEBER S
BEARITER

% RIEEWEGRIE
FE BRIE R E ST 3R IB
MEAE

i R
Er

REERE

AT A
ENBRERE

WEPTEL 2 e R FE
ENRERE
Pl e 2 SRITR R RIRE

Y k& River Court Holdings
Limited % K [/ & 2\ &] ([ River
Court£H /) (#)

R U BERiver CourtB D FERH
WEZAISBAEENER 28
BEerEEOT:

Fair Value
AVE
HK$'000
FERT

3,362,492
62
64,552
(3.253,087)
(35,964)
(50,136)
(30)
42,609

130,498
322,938

453,436

453,436

453,436
(64,552)

388,884

—T-FFR EAEXEE
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44. BUSINESS COMBINATION (contd)

(a)

Acquisition of Subsidiaries (Cont'd)

(i)

(i)

CHINESE ESTATES HOLDINGS LIMITED

Acquisition of River Court Holdings Limited and
its subsidiaries (“River Court Group”) (Cont'd)

Goodwill can be attributable to the anticipated
profitability of the acquired business. None of the
goodwill recognised is expected to be deductible
for income tax purposes. Acquisition-related costs
amounting to HK$13.3 million was recognised in
"Other Expenses” (Note 11) in the consolidated
statement of comprehensive income.

The valuation of investment property at the
acquisition was performed by Peak Vision Appraisals,
an independent qualified professional valuers with
experience in the valuation of similar properties in the
relevant market and the fair value of secured bank loan
was calculated based on discounted cash flow models.
The fair values of the other identifiable assets and
liabilities were approximate to their carrying amounts.

The fair value of debtors and prepayments include
debtors with a fair value and gross contractual amount
receivable of GBP5,000 (equivalent to approximately
HK$62,000).

Since the Acquisition of River Court, River Court Group
contributed revenue of HK$191.9 million and profit of
HK$135.1 million to the Group for the year ended 31st
December, 2011. If the Acquisition of River Court had
occurred on Tst January, 2011, the revenue and profit
of the Group for the year ended 31st December, 2011
would have been increased by approximately HK$6.8
million and HK$2.5 million respectively.

Acquisition of Canaria Holding Limited
(“Canaria”) and its subsidiary

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

Annual Report 2011

44, EEE HF @)

W g H B AR (4)

(a)

(@)

(i)

Y k& River Court Holdings
Limited % B }f1/& 2 &] ([ River
Court£® /) (#)

MEATERARKBERZ
EHABRFED -RASHM
T EHMRIZAEMETE
B2 Mm-BEKERERA
13,300,000 TERZEEME
WHHERERAE [ HMHEX]
(BEETT) ©

KREMERRER 2 HEHSR
BE (BYAERERME
fh- AEHEETSEUYEZ
MERR)ET  MABMIRT
ERZ2ATEDVEEHRES
MEEIGHE - Kb A $ R &

EMBEZATEEAKEE
HE -

EWEEREMREZAF
EBREARFEFEZER
RIERA AR 2 EWFHIE
5,000 £ (18 & M 462,000
EIT) °

B U B River Courtf ' River
CourtE B AAEBEEZE -
—— &+ - A=+—HItF
E#%191,900,000/8 7t Z
I A 135,100,000 JT 2 %%
A o 7 Ui B River Court®$ 4 %
—E——F—F—H HBHEZ
T—-——F+-_fF=+—H8It
FERERZBA K
7 Bl 3 H0 476,800,0007% 7T &
2,500,000 T °

Y #% Canaria Holding Limited
([Canaria_|) R E B/ /B 2 &

RZTE—ZTF-_A+—H 'K
SERE=FTVEE R
LA B 49 518,651,0007% 7T 4K
B (TW B Canarial) (HEa
&) Canariath T 2 500% &=
Canaria BB RIFTR 25
AE—EPIR L AEBER
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44, BUSINESS COMBINATION (contd) 44, % @

(@) Acquisition of Subsidiaries (Cont'd) () WBHEBELR (&)

(iij) Acquisition of Canaria Holding Limited (i) W& Canaria Holding Limited

(“Canaria”) and its subsidiary (Cont'd)

At the date of acquisition, two shops of the property
were leased out and the two foyers of cinema were
pending for redevelopment, the Acquisition of Canaria
enables the Group to have return in form of rental
income and asset enhancement on the integrated set
of its activities and assets. The Directors determined
that the acquired entity should be accounted as
business in accordance with HKFRS 3 “Business
Combinations”.

The recognised amounts of identifiable assets acquired
and liabilities assumed as at the date of the Acquisition

of Canaria are as follows:

([Canaria /) R 2 H1B A 7 (&)

USRS B - Z Y2 WS A
ERTER s MEKREERF
B WS Canariaz® A £ B 1A
HEWARBEZEN HE
BEBLAEERALR-EE
RE-FTRBEEEERREE
BRI EERIEZN [ KA
BF] ABRDIERETR -

UL B Canaria B & FE R 7 U BB
ZRBRIEERES 2EBES
HAAT

Carrying
amounts
before the Fair value
acquisition adjustments Fair value
WS AT 2
REE ATEAE A¥E
HK$'000 HK$'000 HK$'000
FHET T FHET
Net assets acquired: Yo iE & BEFE -
Investment properties "EYE 46,000 1,000 47,000
Bank balances and cash RITHB AR S 3,489 - 3,489
Debtors and prepayments JE W R T8 ] TR A5 R IE 27 - 27
Creditors and accruals JE < BR I8 K2 FE 5T 30 IR (56) - (56)
Deposits and receipts B R FEFWERFRIE
in advance (158) - (158)
Net assets acquired Wi & EFE 49,302 1,000 50,302
Consideration transferred #EEAE 18,651
Acquisition-date fair value LRIFEE Z IR
of previously-held equity RER 2 A FE
interest 18,651
37302
Less: fair value of identifiable & : B 2 AT RIE
net assets acquired EFEZATE (50,302)
Gain on bargain purchase of  ZEEWE—FHWE A A
a subsidiary 2 Wz (13,000)
Net cash outflow arising on  WEEFEA 2B €
acquisition: MAERE
Cash consideration paid ERNReRE 18,651
Bank balances and P g 2 SRITHE R J2
cash acquired Re (3,489)
15,162
T —FFHR EABEEE
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44. BUSINESS COMBINATION (contd)

(@) Acquisition of Subsidiaries (Cont'd)

(iij) Acquisition of Canaria Holding Limited

CHINESE ESTATES HOLDINGS LIMITED

(“Canaria”) and its subsidiary (Cont'd)

The gain on bargain purchase of a subsidiary of
HK$13,000,000 was recognised in “Other Gains and
Losses, Net" (Note 15), which was arising from the
difference between (a) the fair value of the shares in
Canaria of HK$37,302,000, representing the aggregate
of the consideration transferred of HK$18,651,000 and
the acquisition-date fair value of previously-held equity
interest of HK$18,651,000; and (b) the fair value of
identifiable net assets acquired of HK$50,302,000,
comprising the investment property at fair value with
reference to valuation performed by an independent
valuer with experience in the valuation of similar
properties in the relevant market and the fair values of
the identifiable assets and liabilities, which approximate
to their carrying amounts.

The gain arising from the difference between (a)
acquisition-date fair value of previously-held equity
interest in Canaria and (b) 50% interest in fair value
of identifiable net assets of Canaria is mainly due
to (i) Canaria's shares are not listed and with low
liquidity; and (i) a lack of control over the assets and
management of Canaria in respect of a 50% equity
interest holding in Canaria.

Acquisition-related costs amounting to HK$60,000
was excluded from the consideration transferred and
has been recognised as expenses in the consolidated

statement of comprehensive income.

Since the Acquisition of Canaria, Canaria contributed
HK$1,529,000 to the Group's revenue and
HK$34,605,000 of profit to the Group's result for the
year ended 31st December, 2010.

Had the combination taken place on 1st January,
2010, the revenue and the loss of the Group
for the year ended 31st December, 2010
would have been approximately HK$2,671,100,000
and HK$8,835,044,000 respectively.
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44, EEE HF @)

(a

WK A R ()

(ii)

Y % Canaria Holding Limited
([Canaria |) R Z W& 4 & (%)

HEKBE-EHRBAR K
13,000,000 7T 7 [ E i U &5
REBFE] (M3F15) %R
Itk 81 EE Ty A (a) Canarial&(n 2
A F1E37,302,0007%8 7T (HEE
AT R (E18,651,000%8 7T
K ERTH A 2 RN &= R I
B HZ2AFE18,651,000% T
2 48EE)  K(b)FT W BE AT % B
& EZ A¥{E50,302,000/% T
(BRIERAFENEZRED
¥ DH2RBABEBETISE
LEZ HELSRZ B GE
EMEFT 2 (B R AT R B E K
B8EZATE (HEREmEES)
BE)ZEREmEL-

& (a) % Al £F A Canariaz I8 A&
BN R 2 AFE &)
A Canariaz 50%4E 25 ) 7] 2%
FMEEFEZAFEMZESE
mEE M TIEZHK()
CanariaZ B IE T AR 7R
)% K (ii)#%F 5 Canaria,z 50%
BAERESHEEREEER
= VRl o

H B U AL 7N A60,0007%8 7T 1
TRHABZRETREEAEAE
WRRmERERAAY -

B Y8 Canaria5t Ak 1% © Canaria
ARAEEHBEE-_ZT—ZF
TZAZ+—HIEFESHRK
1,529,000/ 7T 2 WA R 45 &
4B #57834,605,00008 7T 3
o

BEAHBEER=-Z—ZF— A
—B Bz —ZF+=A
=t+—BILFEAREEZ A
KB 5 R 42,671,100,000
7 7T }.8,835,044,00078 7T ©
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FEMBHREWE

44. BUSINESS COMBINATION (contd)

44, % @

(b)

Disposal of Subsidiaries (b) HEKHEBELQEAE
(i)  Disposal of a subsidiary to a connected person (2011) () HE—FBWEBALArATHEAL
(=ZF——1%F)
On 7th November, 2011, the Group entered into RZZE—F+—HA+EHB &
a sale and purchase agreement with Marvel Ocean £ E B Marvel Ocean Limited
Limited, which is wholly-owned by a Director and a (AR —NEEREIER
substantial shareholder of the Company, to dispose REEER)FIV—HEED
Easy Harbour Limited, which held a residential property FOLERAGURESRKE
located at No. 3 Deep Water Bay Road, Hong Kong B3R EE W Z Easy Harbour
(“Connected Transaction 2011"), at a consideration of Limited ([ ZZE——FRER
approximately HK$497.2 million and was completed on 1) KR {E# 497,200,000
7th November, 2011. BLTEYER T ——F+—A
+tHEEXRS -
The net liabilities of the Connected Transaction 2011 as —E—FHEXIREEH
at the date of disposal are as follows: HryaEFEWT:
2011
HK$'000
FTHER
Investment property wEME 860,000
Bank balances IRITHE A 2,042
Amounts due to the Group RBAREEFIE (497,282)
Bank borrowings HwITIEE (430,000)
Deposits and receipts in advance & RTEFRIE (1,406)
Creditors and accruals JETBRIA K FERHRIA (223)
Net liabilities disposed of HEAEFE (66,869)
Repayments of amounts due to BEXEAREEFIE
the Group 497,282
Gain on disposal of a subsidiary & — AT B A Al 2 s 66,825
Cash consideration received BEWRESRE 497,238
Satisfied by: IATFG A
Cash received R e 497,238
Expenses incurred for disposal HEMEEZRAX (92)
497,146
Net cash inflow arising on disposal: HEREEZRERAFHE
Cash consideration ReRE 497,238
Expenses incurred for disposal HEMEE X (92)
Bank balances disposed of BHEZRITAR (2,042)
495,104

The gain on Connected Transaction 2011 was included
in “Other Gains and Losses, Net” (Note 15) in the
consolidated statement of comprehensive income.

Details of the Connected Transaction 2011 were
disclosed in the announcement of the Company dated

7th November, 2011.

—E——FEH

T FPERHzKED
SARAEEKERRZ(H
bl s K B 1B F e | ;M (B &E
15) °

T EEERSIHER

BERAARANA-E——%F
t—AtABEIARA-

E YN S
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44. BUSINESS COMBINATION (contd)

(b) Disposal of Subsidiaries (Cont'd)

44, EEE HF @)

(b) HEHEAD (@)

(i)  Disposal of subsidiaries to connected persons (2010) (i)

CHINESE ESTATES HOLDINGS LIMITED

During the year ended 31st December,

2010, the

Group entered into sale and purchase agreements
with Tycoon City Limited, Energy Kingdom Limited and
Smart Object Limited, companies which are wholly-
owned by a Director and a substantial shareholder to
dispose Global Smart Ltd.,, Sunny Ocean Limited, Jolly
Gain Limited, Viewide Properties Limited, Dynamic
Source Limited, Bingo Castle Limited, Grand Lucky Ltd.
and Baharica Limited (collectively referred to as the
“Connected Transaction 2010") at a total consideration
of approximately HK$2,478,057,000 and were
completed on 27th July, 2010 and 20th August, 2010.

The net assets of the Connected Transaction 2010 as at

the date of disposal were as follows:

Investment properties
Properties and other fixed assets
Debtors, deposits and prepayments
Amounts due from the Group
Pledged deposits
Bank balances and cash
Creditors and accruals
Deposits received and receipts in advance
Loan from an intermediate

holding company
Bank borrowings
Tax liabilities
Deferred tax liabilities

Net assets disposed of

Repayments of amounts due from
the Group

Repayment of loan from an intermediate
holding company

Gain on disposal of subsidiaries

Cash consideration received

Net cash inflow arising on disposal:

Cash consideration
Bank balances and cash disposed of

Annual Report 2011

REWME
MEREMEEEE
FEUBRIE - & MBI 5RIR
ARE BRI

HIRFX
RITHEBR LA S

FE A BR IR K JE 5t 5R0R
we RIBWHIA
RREERA R ZER

RITHRE
RIEEE
BB RE

facEos
HA

LEE oNC]

NN

HEZRME QR 2 W

BYIRER(E

HEREEZRERAFRE:

HReRE
EHEZRTESREAS

HEMB L ATHEAL
(ZE—FF)

RBE-ZFZ-FTF+=-A
=Et—BLEFEE KAEEHE
Tycoon City Limited - Energy
Kingdom Limited & Smart
Object Limited (A2 7] —
NEERIZRR2ERR)
RV ZHEE RS UKRE
7 £92,478,057,0007% 7T
£ Global Smart Ltd. - Sunny
Ocean Limited - Jolly Gain
Limited * Viewide Properties
Limited - Dynamic Source
Limited » Bingo Castle Limited *
Grand Lucky Ltd.}Baharica
Limited (iR T —ZF
BERS]) AR _E—
ZEXA+THRARZZ-F
FNAZ+THREK-

T -TERERSRUER
Mz AEFENT

2010
HK$'000
TAT

3,277,000
1
10,411
599,709
29,604
12,955
(7,805)
(56,880)

(916,814)
(778,000)

(10,123)
(12,583)

2,147,475
(599,709)

916,814
13,477

2,478,057

2,478,057
(12,955)

2,465,102
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FEMBHREWE

44. BUSINESS COMBINATION (cont'd)
(b) Disposal of Subsidiaries (Cont'd)

(i)  Disposal of subsidiaries to connected persons (2010)
(Cont'd)

Details of the Connected Transaction 2010 were
disclosed in the circular of the Company dated 18th
June, 2010.

45. TRANSACTION WITH NON-CONTROLLING
INTERESTS

Acquisition of additional interest in Moon Ocean Ltd.

(“Moon Ocean”)

On 28th March, 2011, the Group entered into a sale and purchase
agreement with an independent third party to acquire 2,999 non-
voting deferred shares in Moon Ocean, representing 29.99% of
the entire issued share capital of Moon Ocean, at a total cash
consideration of HK$1,600.0 million. Moon Ocean is the owner
of the leasehold interest in the land located at Avenida Wai Long,
Taipa, Macau which is a stock of property under development held
for sale (“Macau Development”). As a result of the acquisition, the
Group owns 100% of Moon Ocean and the Macau Development.
The acquisition was completed on 28th March, 2011. The carrying
amount of the non-controlling interest in Moon Ocean on the date
of acquisition was HK$23,000. The Group recognised a decrease
in non-controlling interest of HK$23,000 and a decrease in equity
attributable to owners of the Company of HK$1,599,977,000. Stock
of properties is stated at lower of cost and net realisable value while
the non-controlling interest is stated at cost of equity investment
plus its proportionate share of carrying amount of the net assets (if
any). The consideration is determined by reference to, among other

things, the market value of the Macau Development.

44, S H @

45.

(b) HEHEAD (@)

(i) HEWBRATFHEAL
(=F—FF) (&)

—T-EFERERFHZHBR
BRARRBHA-_ZT-TF
NATNBBERZBHA-

BT RIER 2R 5

B Moon Ocean Ltd. ([ Moon Ocean )
ZEBOMERS

W-ZE—-——F=F-+/\B KA&EHH
BUB=-FFVEEHS  WHEMoon
Ocean 2,999\ EREIELER D 15
Moon OceanZ &P E, 21 TAR A2 29.99% 3
& R (B 42 %8 A1,600,000,000/% JT © Moon
OceanB U FRFIKFEREFEFIELE
ZERPMEFE (DRMEREER]) 2
THEERREEA - WEFECAEER
# & Moon Ocean [z B P93 & 15 B 100%71&
HmoWBEEEN_Z——F=A=TAN
A 5eAK » U BE B Moon Ocean 2 FE#5 A% 4
= BRHEN{E /323,000 7T« R 5 B 55 Bl 78 3F
R RARAES A2 EAL R AR E
= MERRR 23,0007 7T [ 1,599,977,0007%
TLoMEFERKARAFIEFEMEF
BIEE R MFTREZIZERAERE
B 7S DN L Bl (G & A T EBREE (10 F ) 5]
R-REZTELE (AP E)RMER
R ZmE.

—T-FFR EAEXEE
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45. TRANSACTION WITH NON-CONTROLLING 45, BFEIEH iR 2 2 5 ()
INTERESTS (cont'd)
Acquisition of additional interest in Moon Ocean Ltd. i Moon Ocean Ltd. ([ Moon Ocean |)
(“Moon Ocean”) (Cont'd) ZHEMER (5B)
2011 2010
HK$'000 HK$'000
FTERT FA&T
Carrying amount of non-controlling LU HE SR B 2
interest acquired ZBREE 23 -
Consideration paid to B XN —RIFIERARE
a non-controlling shareholder ZRE (1,600,000) -
Excess of consideration recognised 8 P IR AN 7 R
within equity R RE (1,599,977) -
The effect of change in ownership interest in Moon Ocean without #Moon OceanZ # & & B) ifn 15 Il 1 1~ &2 &
change of control on the equity attributable to owners of the RABEE A2 BB R 2 BB
Company is as follows: R
HK$'000
FTER
Total comprehensive income for the year attributable KR Al B A JEIE A EE
to owners of the Company PHEH AR 3,784,673
Change in equity attributable to owners of the AU EEMoon Ocean,z 88 M &
Company arising from acquisition of additional FREEHARBIHAEAZ
interest in Moon Ocean FEAG R AN #E 2 (1,599,977)
Net effect for change in ownership interest in RARER A Z BIERARER
Moon Ocean without change of control on equity #Moon Ocean,Z 4 &5 & &) i 12 Il 4
attributable to owners of the Company At -2 2,184,696

CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2011
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FEMBHREWE

46. MAJOR NON-CASH TRANSACTIONS

47.

During the years ended 31st December, 2011 and 2010, the

Group did not have major non-cash transactions.

PLEDGE OF ASSETS 47.
At the end of the reporting period, the carrying amounts of the
assets pledged by the Group to secure general banking and other
loan facilities and to secure the securities transactions, granted to
the Group are analysed as follows:
Investment properties REME
Properties and other fixed assets W% R EADEE B E
Stock of properties MEEE
Investments held-for-trading FIEEEZRE
Financial assets designated BERBRIER
as at fair value through ARMATE
profit or loss ZEBMEE
Non-current pledged deposits e B R IF X
Current pledged deposits BN 3R 1F 3R

In addition, the Group has subordinated and assigned its advances
to associates and advance to an investee company of approximately
HK$1,919,991,000 (2010: HK$1,805,985,000) to financial
institutions to secure general banking credit facilities granted
to associates and an investee company and interests in certain
subsidiaries of the Company have been pledged as part of the

security to secure certain bank borrowings granted to the Group.

46. T EI B2 H

REBZE-_ZTE——FR-_FE—ZFTF+_A
T+ BUHFE - ALEETEFTBHRSE

5

BEMRH

RBEMR AEBERREAHAEED
Rz —RBITREMERBEARE S
SMERZEEREEINOT

2011 2010
HK$000 HK$'000
FHET TR
32,981,748 23,787,441
485,144 488,381
2,626,322 2,219,756
514,650 2,034,179
5,226,611 5,185,429
165,441 163,031
1,539,558 24,035
43,539,474 33,902,252

N AEBME RSB E AR K —H
BEXRENRER BT —REERE
BEZEBEQRR —EEIRERQA
FRIAH91,919,991,0008 T (ZF —FF
1,805,985,000/%8 Jr ) & 53 I % & © B 1%
B MRARAETHBARZEZAE
EHEANEERRE TRTEBEZHES
A

—T-FFR EAEXEE
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48. CAPITAL COMMITMENTS AND
CONTINGENT LIABILITIES

(a) Capital commitments:

Authorised and contracted for:

Development expenditure of
properties in Hong Kong

Development expenditure of
properties in Mainland China

Development expenditure of
properties in Macau

Share of commitment of an associate

Renovation of properties

Authorised but not contracted for:
Development expenditure of

properties in Hong Kong

(b) Contingent liabilities:

Guarantees given to banks, in respect of

banking facilities utilised by associates and

an investee company

Guarantee given to a bank in respect of

banking facilities in lieu of the cash public

utility deposit jointly utilised by subsidiaries

Repurchase guarantee given to banks in
respect of mortgages facilities given to

property purchasers by subsidiaries

CHINESE ESTATES HOLDINGS LIMITED

48. ERAEIE RN BIE

(@) EAEE:
2011 2010
HK$'000 HK$'000
FBT FHET
BEHEREEY:
BEEMEERAY
314,274 520,744
B ABEYEERMS
5,164,854 1,813,500
SR EERMAY
500,873 100,701
B — B AR 2 AR 71,164 43238
B 19,387 45,832
6,070,552 2,524,015
BHEBREFL:
BEEYMEERAY
205,320 205,320
(b) HAREME:
2011 2010
HK$'000 HK$'000
FBT FHET
BEZEBERT R —EES
HENRERZRIETT
EERBEMRITIREZER 1,068,100 1,100,100
BZEW B AR ER M
BITHAZEEBURE
RE NAEBEFRMmMA
IRITIRME 2R 15,000 15,000
BEZENBATIZYEER
ERZEBITREET
%18 2 BB R 94,399 9,235
1,177,499 1,124,335

Annual Report 2011
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FEMBHREWE

48. CAPITAL COMMITMENTS AND
CONTINGENT LIABILITIES (contd)

(c) Risk management

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

Group.

49. OPERATING LEASES

48. BN AEFE RN BIE )

(0 REER

ARECHFT—ExXTENERE R
B AR B8 ERRENHE
EH BB  WEHAERNE IR
B2  FRHAMBEEREHNA
EL MREAEBE N REMNS -

49. EEMHEA

The Group as lessee KEBHAEBEA
2011 2010
HK$'000 HK$'000
FTER FHET
Minimum lease payments paid under NEEREBEDES
operating leases in respect of EEMOZMNZ
premises during the year HEEENE 3,597 896

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

leases, which fall due as follows:

Within one year E—FR
In the second to fifth year inclusive FE_EEREF
(BHEEERE)

Operating lease payments represent rentals payable by the Group
for certain of its office properties. Leases are negotiated for an

average term of 1 to 2 years.

RBERR REER T REEEEO 2
ARSEEMSFBAER T HREEH:

2011 2010
HK$'000 HK$'000
FET FET
3,055 874
724 417
3,779 1,291

EERNESRAKREREE TR FEY
EENzZHEE HOFHE—E=EMFEHZ

N
— R

—T-FFR EAEXEE
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REPBRRMETE

49. OPERATING LEASES (contd)
The Group as lessor
Property rental income earned during the year was approximately
HK$1,513,780,000 (2010: HK$1,126,260,000) less outgoings of
approximately HK$80,456,000 (2010: HK$60,662,000).
The investment properties of the Group are expected to generate
annual rental yields of 3.13% to 13.119% (2010: 1.54% to 9.09%)
on an ongoing basis. Most of the properties held have committed
tenants for around seven years.
At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:
Within one year —FRX
In the second to fifth year inclusive E_EERE

(BEEREWSF)

Over five years RENE

50. RETIREMENT BENEFIT SCHEMES

CHINESE ESTATES HOLDINGS LIMITED

The Group operates defined contribution retirement schemes
in Hong Kong, namely the Occupational Retirement Scheme
("ORSO Scheme”) and the Mandatory Provident Fund Scheme
(“MPF Scheme"). Contributions to the ORSO Scheme are based
on a percentage of employees’ salaries ranging from 5% to 10%,
depending upon the length of service of the employees. From
st December, 2000, newly joined employees are compulsorily
required to join the MPF Scheme. The employer and its employees
are each required to make contributions to the scheme at rates

specified in the rules of the MPF Scheme.

The total costs charged to the consolidated statement of
comprehensive income of approximately HK$8,177,000 (2010:
HK$6,846,000) represented contributions payable to these

schemes by the Group for the year.
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49.

50. 3

ST @)
AEEBHEA

RAFE Rz MERS WAL A1,513,780,000
BT (ZF—Z4 1 1,126,260,0008 70 ) * 1K F
3 #180,456,000/8 7T (=% — £ 4 : 60,662,000
7BTT)

KEEZ&EfF@%%EHﬂEJ%%HX?%ii
3.130%%E13.110% ( ZE— T4 : 15405
9.09% )2%ﬁﬂkﬁ¥ o REDFTIS M EEZ
AEAEMBTHNLF-

RMEMR NEBERELH TIIARK
RIEME SRR

2011 2010
HK$'000 HK$'000
TR T
1,503,159 1,266,481
2,015,175 1,481,897
1,584,325 37,274
5,102,659 2,785,652

B ARAE I ET &

REE

\XY

2 EEE R ERFRAKET B ZBE
RRETE ([BREAREE]) RafERR
&t & (BB E]) - AREREER
PRETBIE B BB 2 5% = 10%H 5K (18
FRERKEE) BA_TTTFF+_A—
BEMAREEZHEEHALMEES
AE-EEIREEDFR/BESERA
M8z L AR -

|t

RiFE2EBEMERMNGE s ERBELN B
8,177,000/ 7t ( —F —Z 4 : 6,846,000/
7o) BIAEERAFERZETEENZ
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Notes to the Consolidated Financial Statements

FEMBHREWE

1. MATERIAL RELATED PARTY TRANSACTIONS  5T.

Transactions:

Saved as disclosed elsewhere in the consolidated financial

statements, the Group had the following material transactions with

related parties during the year:

Income received from associates: EUEE S AR 2 WA
Secretarial fee WmEER
Office rental BTEHES
Management fee ERE
Interest income F 2 U A
Accountancy fee &
Consultancy fee FER B

Management and maintenance BB —IEE
service income received from FEERF2ER
a Director and a substantial RARZ R HA
shareholder

Property management service BElm—fUEE
income from companies controlled RITEREHEBZ

by a Director and a substantial
shareholder

Rent and building management fee
paid to associates

Consideration received from

NEZMEE R RIEWA

EfEEAR ZHe &
AEERES
WERH—UEEHREE

companies controlled by a Director BREFZRAZ
and a substantial shareholder: RE:

— Disposal of subsidiaries — &M E R A

— Disposal of trading properties —HEEEYWHE

Secretarial fee, accountancy fee and consultancy fee were charged
based on an appropriate allocation of costs incurred by central
administrative departments of the Group. Office rental, rent, and
building management fee were determined on terms similar to
those applicable to transactions with unrelated parties. Management
fee, management and maintenance service income (details were
disclosed in the announcement of the Company dated 18th
December, 2009) and property management service income
(details were described in the circular of the Company dated 18th
June, 2010) were charged at the terms agreed by both parties.
Interest income was charged at the prevailing market rate based
on outstanding balance during the year. Consideration received for

disposals were reference to market value.

x5

PR E MR E 4 HOBEHEEIN K

EBRAFE HR ANEKR

5

2011 2010

HK$'000 HK$'000

FET FET

7 7

- 267

72 58

4,815 4,832

120 120

231 -

7,919 8,523

9,964 5,632

2,105 1,830

497,238 2,478,057

- 120,000

WMEBR SHEBREMBIEASEEZ
RRITHEFITEE 2K ZEE DM
WE - BFERE HEeURAKETEET
REMEEA T RZZER 2 BUGERME
ToERE BERRERBEA (FEH
BERAQRIBHAE-ZTSTAFT+=_ATN
Bz AMHR) RMEBTEREBA (FBEH
BERARRIBHA-ZT—ZTFNATNE
ZBEA) THARIEE T 5 2 IR EURER - F]
BUWATIIRIEARF F AR EE AR
MSFEHE -RHERRZRETILR
mEFE -

—T-FFR EAEXEE
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51.

52.

CHINESE ESTATES HOLDINGS LIMITED

MATERIAL RELATED PARTY TRANSACTIONS
(Cont'd)

Balances:

Details of the balances with related parties at the end of the

reporting period are set out in Notes 27 and 42.

Key management personnel emoluments:

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

performance of individuals and market trends.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

The Directors are of the opinion that a complete list of the
particulars of all subsidiaries would be of excessive length and
therefore the following list contains only the subsidiaries as at 31st
December, 2011 which principally affected the results or assets of

the Group.

51.

52.

BERNEEATR S

mER:

PRMERR BHEBEATZRZEHFT
HAKI 27 K42 °

TEEEAESME:
FTEEEAEMNENWF 16 RITREE -

EEREMTBRABZHMEmFMEE S
Z2E[NALRREMSBEREE

TEMBRAIFE
TR IRES G PG EL =5 T
BRTE - 4t TRABBER-F——F

+oAE - BUAREZEMNEES
A2 P PGPSR

Proportion of

Fully paid nominal value

Place of Class of share/ share capital/ of paid-up capital/

incorporation/ registered registered registered capital

operation capital held capital held by the Company
Name of subsidiary T/ FiERe,/ BEREX/ KATFBHERA  Principal activities
=NGR! BEHH A EREH AfEEx HEMEFAEEZESL TEXH

Directly  Indirectly

EE &
Alpha Team Limited British Virgin Islands Ordinary US$1 - 100%  Investment holding
EBEBREE gl 1%7T RERR
Billion Up Limited British Virgin Islands Ordinary Us$1 N 100%  Investment holding
ERERRES il 1% REZKR
Cardin Factory Limited Hong Kong Ordinary HK$2 - 100%  Property development
FABER AT ER gl 28T and trading
NEERRER
Century Basic Limited British Virgin Islands/ Ordinary US$1 - 100%  Securities investment
Hong Kong £l (E BHRE

REERRESE/
B

Chi Cheung Investment Hong Kong Ordinary HK$3,387,659.87 - 61.96% Investment holding
Company, Limited* &k L@k 3,387659.87E T REER

EREXBRDA"
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(Cont'd)

Name of subsidiary

WEARER

Chinese Estates, Limited

EAEXRRRA

Chinese Estates
(Harcourt House) Limited

Chinese Estates
(Macau) Limited
EANEX (RF)ARATA

Chinese Estates
(The One) Limited

Chinese Estates
(Windsor House) Limited

Conduit Road
Development Limited
TEEZRERAF

Country Homes Limited

Dollar Union Limited

ERYARRA

Ever Ideal Limited

Evergo China Holdings Limited

Notes to the Consolidated Financial Statements

FEMBHREWE

Place of
incorporation/
operation
MR/
e it 2

Hong Kong
BA

Hong Kong
BA

Macau
P

Hong Kong
BE

Hong Kong

Hong Kong

Hong Kong
BE

Hong Kong
BA

British Virgin Islands
REBAMSES

Bermuda/
Hong Kong

BRE/
B

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Class of share/
registered
capital held
Frgkt,/
M ERER

Ordinary
EER

Ordinary
EER

Ordinary
EER

Ordinary

Ordinary

L
Non-voting deferred
BRERELR

Ordinary
EER

Ordinary
Non-voting
deferred ordinary
BRI
Non-voting
deferred founder
BRRIE
EIEAIT AR

Ordinary
EER
Ordinary
L

Ordinary

Fully paid
share capital/
registered
capital
BrRE/
AMEE

HK$1,000
1,000/ 7

HK$200
2008 7T

MOP$25,000
25,0008 9 #
HK$2

28T
HK$100
100770
HK$2

28T
HK$10,000
10,000/ 1T

HK$200
20078 7T
HK$164,400
164,400/ 7T
HK$1,000
1,000 7T

HK$100
100/ 7T

Us$1
E

HK$100,775,869.10
100,775,869.10/8 7T

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
AARAFABHERE
AMEAEEZEAL
Directly Indirectly
BE &

100% -

- 100%

- 100%

- 100%

- 100%

52. T EMIE A BB ()

Principal activities

TEEK

Investment holding
and provision of
management services
RERR
REREER R

Property investment

NERE
Investment holding
REZK
Property investment

NERE

Property investment

MERE

- 70% Property development

- 100%

NEER

Property investment

NERE

- 87.5%*  Property development

- 100%

- 100%

—E——FEH

and trading
NEERNER

Securities investment

BHRE

Investment holding
REER

E YN S

205



206

Notes to the Consolidated Financial Statements

REMBMRME

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Cont'd)

Name of subsidiary

WEARER

Evergo Holdings (China)

Company Limited

EXREE(PE)ARAR

Evergo Holdings
Company Limited
EEeEEERAF

Fair City Limited
EHBERAA

Fair Eagle Finance
Credit Limited
RETHBERAF

Fair Eagle Futures
Company Limited
AEHEERAF

Fair Eagle Securities
Company Limited
REBFERAA

G-Prop (Holdings) Limited*®

("G-Prop")
tERERRAAe
(£E])

Clobal Stage Limited

Grand Silver Limited
(Business name:

CGrand Silver Capital Limited)

(£H2HE:

Grand Silver Capital Limited )

Grandhall Secretarial
Services Limited

HENERBERRA

Groupluck Company Limited

CHINESE ESTATES HOLDINGS LIMITED

Place of
incorporation/
operation
ML/
e it 2

British Virgin Islands/
Hong Kong

EEHRAES/
E

Hong Kong

Hong Kong

Hong Kong
BE

Hong Kong

Hong Kong

Bermuda/
Hong Kong

BRE/
B

British Virgin Islands
RBEMSES

British Virgin Islands/
Hong Kong

RRARRES/
B

Hong Kong

Hong Kong
BE

Class of share/
registered
capital held
Fike,/
M ERER

Ordinary
EER

Ordinary
L

Ordinary
EER

Ordinary

Ordinary
L

Ordinary
EER

Ordinary

Ordinary
EER

Ordinary
EER

Ordinary

Ordinary

Annual Report 2011

Fully paid
share capital/
registered
capital
BrRE/
AMEX

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

HK$1,000
1,000/ 7T

HK$2
28T

HK$10,000,000
10,000,000/ 7T

HK$5,000,000
5,000,000% 7T

HK$228,000,000
228,000,000/ 7T

HK$24,282,550.08
24,282,550.08/8 T

Us$1
[E

US$1
E

HK$10,000
10,000/ 7T

HK$2
2B

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
AARAFABHERE
AMEAEEZE AL
Directly Indirectly
EE &

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

|

41.93%

- 100%

- 100%

- 100%

- 100%

52. T EMIEBAEIFFIE (o)

Principal activities

TEEK

Investment holding
REER

Investment holding
REER

Property development
and trading
NEFRREE

Securities margin
financing

ESRESRE

Brokering and dealing
in futures contracts
HEENBRERER

Provision of brokerage

REEL RS

Investment holding

REER

Securities investment
BHRE

Property development

NEER

Secretarial services

WE RS

Money lending
&
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52. PARTICULARS OF PRINCIPAL SUBSIDIARIES 52. F E B A FF1E (#)

(Cont'd)

Proportion of

Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary B3 k=187 BERE/ AATMBHMERA  Principal activities
WELAREM KEwE M E A ER AfMEEX HMEAEEZAESL TEEK
Directly Indirectly
BE &
Harbour Trade Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
REBRAMRES Bak 1% EHRE
Hillsborough Holdings Limited  British Virgin Islands/ Ordinary Us$1 - 100%  Property investment
Hong Kong Egilie (E MERE
EEEBRES/
0
Konshing Enterprises Limited ~ Hong Kong Ordinary HK$9,409 - 94.79%  Property development
BECEERAF B EER 9,409/ 7T NERR
Loyal Pride Limited British Virgin Islands Ordinary Us$1 - 100%  Investment holding
BRBERAT] EREBRES EER 1%7T REZK
Mass Rise Limited British Virgin Islands Ordinary Us$1 - 100%  Investment holding
ERBRAF RBEMRES EER 1= RERR
Modem City Investment Limited Hong Kong Ordinary HK$4 - 75%  Property investment
MEREBRAA EiE EER 4ET NERE
Moon Ocean Ltd. British Virgin Islands Ordinary US$10,000 - 100%  Property development
REAMRES Lak 10,000% T NEERE
Oriental Master Ltd. British Virgin Islands Ordinary Us$1 100% - Investment holding
EREBRES EER 1%7T REZK
Paul Y. (New Tunnel) Limited ~ Hong Kong Ordinary HK$2 - 100%  Investment holding
RE (FRE)ERAA B EER 28T RERR
Paul Y. Holdings Cayman Islands/ Ordinary ~ HK$70,715,005.70 100% - Investment holding
Company Limited Hong Kong L@ 70,715,005.707% T BEER
HeEs,/
0
Perfect World Company Limited Hong Kong Ordinary HK$10,000 - 100%  Estate management
BENEERERAT BE Lk 10,000 70 NRER
Pinecrest International Limited ~ British Virgin Islands Ordinary Us$1 - 100%  Investment holding
RBEMRES EER %7 RERR
Pioneer Time British Virgin Islands/ Ordinary Us$1 - 100%  Property investment
Investment Limited Hong Kong LER 17T MERE
RERBRES/
0
Pretty Wave Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
ZBEBERAF AEBRBARES EER 1% BRRE
“E—FFH  EABEXEE 207
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(Cont'd)

Name of subsidiary

WEARER

Rich Honour Limited

SEBERAT]

River Court Properties Limited

Silver Step Limited
REBRLNA

Silvercord Limited
BRERATF
Sincere Field Limited

Smart Ocean Limited

Speed Win Limited
AEFRRF

Stable Castle Limited
ZRBRAT

Sun Power Investments Ltd.

Surplus Come Limited

BRBERAT]

The House of Kwong
Sang Hong Limited
BEEERAF

Treasure Note Limited
EBBRAA

Victor Lane Limited
HEBRATF

View Success
Investments Limited

FTREARAT

CHINESE ESTATES HOLDINGS LIMITED

Notes to the Consolidated Financial Statements
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Place of
incorporation/
operation
MR/
iR it 2

Hong Kong
0

Isle of Man
EBE

Hong Kong
0

Hong Kong

British Virgin Islands
REBAMRES

British Virgin Islands
REBAMSES

Hong Kong
BE

Hong Kong

British Virgin Islands/
Hong Kong

RERMRESE/
E

British Virgin Islands
REBAMRES

Hong Kong

Bk

British Virgin Islands
EBERARHS

British Virgin Islands
RBAMSES

Hong Kong

52. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Class of share/
registered
capital held
Fike,/
M ERER

Ordinary
EER

Ordinary
EER

Ordinary
EER

Ordinary

Ordinary

Ordinary
L

Ordinary
Ordinary

Ordinary

Ordinary

Ordinary
Ordinary

Ordinary

Ordinary

Annual Report 2011

52. T EMIEBAEIFFIE (o)

Fully paid
share capital/
registered
capital
BrRE/
AMEE

HK$2
28T

HK$14,600
14,600/ 7T

Us$1
(E

US$1
E

HK$2
2B
HK$1
BT

Us$1
E

Us$1
(E

HK$500,000
500,000 &
US$1
E

USs$1
[ESp

HK$2
28T

Proportion of
nominal value

of paid-up capital/
registered capital
held by the Company
AARAFBHERE
AMEAEEZEAL
Directly Indirectly
EE &

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

100%

- 61.96%

Principal activities

TEEK

Investment holding
REER

Property investment

MERE

Property development
and trading
NEFRLER

Property investment

NERE

Securities investment

BHRE

Investment holding

BARR

Property development
and trading
NELRERER

Property investment

MERE

Securities investment

Property investment

NERE

Cosmetics distribution
and trading
tHmnERE S

Securities investment

Securities investment
BHRE

Property investment

MERE
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52.

PARTICULARS OF PRINCIPAL SUBSIDIARIES 52. F EM B A BEE (a0
(Cont'd)

Proportion of

Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary B3 k=187 BERE/ AATMBHMERA  Principal activities
Wi B & Keps M ERER AfMEEX HMEAEEZAESL TEEK
Directly Indirectly
BE &
MWIEESEHE PRC Registered US$199,600,000 - 100%  Property development
BRRA" H FfEAR  199,600,000% T and trading
Sichuan Evergo Real Estate NEERREER
Company Limited*
EXaRmE (R#) PRC Registered  US$100,000,000 - 100%  Property development
BRRFA i AR 100,000,000% T and trading
Evergo Real Estate (Chengdu) NEERLER
Company Limited”
EXRREHE(LE) PRC Registered US$10,500,000 - 100%  Property investment
BRAE TE EMEAR  10,500,000% T MERE
(Evergo Real Estate (Shanghai)
Company Limited) *
EXREE(KB) PRC Registered  US$449,400,000 - 100% Property development
BRRARA i HMEA  449,400,000% 7T MERR
(Evergo Enterprises (Chengdu)
Company Limited)”

None of the subsidiaries had issued any debt securities subsisting at the end of the reporting period or at any time during the
reporting period.

RIS RRPMER RS R S EHE QBB TEMERE S -

# Listed company in Hong Kong
E VNG|

* 75% owned by the Group and 25% owned by Power Jade Limited
REE F5A75% K Power Jade Limited$ A25%

@  Although the Group has only 41.93% interest in G-Prop, the Group still has control over its board and the governing
power of its financial and operating policies. In addition, a director, who is also the controlling shareholder of the Company,
held approximately 20.33% of the issue shares of G-Prop through his wholly-owned company. Thus G-Prop remains as a
subsidiary of the Company.
AEREERNEE 2 ERERA.93%0 ASEHHEEESNABENE UERERAMBNEEREK - S K
ARA—ERFEERRBBEZEREE 2 AFRHEREN2033%0kKE HeEDNBARR ZHB LR -
Wholly foreign-owned enterprise

HNBEDRE

—T-FFR EAEXEE
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53. PARTICULARS OF PRINCIPAL ASSOCIATES

53. T EBEE N RIS

The Directors are of the opinion that a complete list of the S

particulars of all associates would be of excessive length and

therefore the following list contains only the associates as at 31st

December, 2011 which principally affected the results or assets of

the Group.

Name of associate

BENTERE

Best Profit Limited
FEARATF

Direct Win
Development Limited
BRERBRLA

Ever Sure
Investments Limited
KnREBR AR

Finedale Industries Limited

EHEZERAA

Healthy Point Limited
BHABRAT

Ocean Strong Industrial
Limited
BEEXERRA

Power Jade Limited
(Business name:

Power Jade Capital Limited)

(£%4%:

Power Jade Capital Limited )

The Kwong Sang Hong
International Limited

BRI ERE
BRRAFA

(Shanghai Xin Mao Property
Development Co. Ltd.)*

RAEBMAEERAR

Oriental Arts Building Co. Ltd.

BERLRERMEERAAS
Chongging Sino Land
Company Limited*

Place of
incorporation/
operation
MR/

Hong Kong
0

Hong Kong
BE

Hong Kong
BE

Hong Kong
0

Hong Kong
0

Hong Kong
BE

British Virgin Islands/
Hong Kong

EBERAES/
EE

Bermuda
BRE

PRC
TE

PRC
FE

PRC
TE

“ Wholly foreign-owned enterprise

SEBELE

Class of share/
registered
capital held
P,/
ERERES

Ordinary
gl

Ordinary
TRk

Ordinary
gl

Ordinary
TR

Ordinary

LBk

Non-voting preferred
ERZREELR

Ordinary
gl

Ordinary
gl

Ordinary
gl

Registered
EMEAR

Registered
AMEX

Registered
EMEAR

1 Sino-foreign equity joint venture enterprise

FONREEEDRE

CHINESE ESTATES HOLDINGS LIMITED
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Fully paid
share capital/
registered
capital
BEREK/
HEMER

HKS1
18T

HK$900
90078 T

HK$2
28T

HK$9,999
9,999 7T

HK$2
28T
HK$1
18T

HK$2
28T

US$20
20%ETT

HK$100,000
100,000% 7T

US$27,500,000
27,500,000 T

US$24,920,000
24,920000Z 7T

HK$5,180,000,000
5,180,000,000/% 7

FRRIHEHBEARENESRIE

BRTTR B TRRFER_FT——F
ToA=+—BHAKEZXEREER

BREIBERT ZHB-

Percentage of
equity attributable
indirectly

to the Company
DRI EES
RABSH

25%

33.33%

50%

33.33%

50%

50%

50%

50%

50%

50%

25%

Principal activities

TEEK

Property investment
and trading

Property trading

Property development
and trading
NEERNEE

Property investment

NERE

Property investment

NERE

Property development
and trading
NEERNEE

Investment holding
REER

Investment holding
REER

Property investment

NERE

Property investment
and hotel operation

NERERBIERE

Property development

NEER
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54. INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

54. KRR FSARFRER 2 B#

2011 2010
HK$'000 HK$'000
FET FA&ET
Investments in subsidiaries M@ AR E 5,140,108 5,140,018
Amounts due from subsidiaries RJEENETRSE /4 2,986,355 2,208,018
Other current assets Htn®EE 1,061,818 4,750,859
Amounts due to subsidiaries REMERRFIE (6,054,242) (9,058,508)
Other current liabilities Hipngh&aE (531) (1,766)
Financial guarantee liabilities BBERAE (195) (1,371)
Net assets BEFE 3,133,313 3,037,250
Share capital (Note 41) f& A (FE5E41) 190,762 190,762
Reserves i 2,942,551 2,846,488
Total equity R A= 1B %R 3,133,313 3,037,250
(@ The HKICPA has issued the new HKFRSs which are effective (a) BERGHMAGEB/HEARLTR
for the Company's financial year beginning on 1st January, —E——F—-A—BRBZHBEF
2011. The application of the new HKFRSs had no material BB B BYHRELER - EA
effect on how the results and financial position for the MBSV B REENL EE NG
current or prior accounting periods have been prepared and HAfE skiR 1 & 5T BAR S 4 & B A AR
presented. MZmBEREMANEREMEKR
T
The Company has undertaken to provide necessary financial RRAFEAHIREMFBHBTER
resources to support the future operations of the subsidiaries. NZHFMB AR Z RREE - EER
The Directors are of the opinion that the subsidiaries are R EWBRRARRAMEERE
financially resourceful in settling obligations. TEE-
(b) The carrying amount of the investments in subsidiaries is (b)

B RREREERDEHEATK
Sk
E

reduced to their recoverable amounts which are determined B¢ BRARTKESE2E RN
by reference to the estimation of future cash flows expected KEZMERRZ BT RKEER
to be generated from the respective subsidiaries. BEE-

—T-FFR EAEXEE
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54. INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

(Cont'd)

()  Except for the amounts due from subsidiaries and amounts
due to subsidiaries of approximately HK$2,868,192,000
(2010: HK$135,847,000) and HK$3,595,713,000 (2010:
HK$2,715,569,000) respectively bear interest at rates
mutually agreed by both parties, the remaining balances are

interest-free. All balances are unsecured and have no fixed

repayment terms.

(d) Profit of the Company for the year ended 31st December,
2011 amounted to approximately HK$134,216,000 (year
ended 31st December, 2010: HK$3,992,538,000).

55. EVENTS AFTER THE REPORTING PERIOD

The Group does not have material events after the end of the

reporting period.

56. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with

the current year's presentation.

57. AUTHORISATION FOR ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 16th March, 2012.

CHINESE ESTATES HOLDINGS LIMITED
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54.

55.

56.

57.

KRB BSAR LRIk 2 B+

(&)

© BHEBARXZIERXEBHERA
KIEF - 5 R %92,868,192,000/% 7T
(ZZE—FF:135,8470008 L) &
3,595,713,0008 L (Z & — T F
2,715,569,000%8 7T ) AEHEFKIEIN -
MEDIRBE S RESE BT 2K
BH A% - FTE AR EER R
EE RN

d #HE-Z—F+-_A=+—81t
FE - ANQRE R4 A134,216,000

BT (BE-_ZT—ZF+_A=1+—
B IFFE : 3,992,538,000/8 70) ©

HERRSEE

BEMRRASEMBEREHHL-

gy 2esa

ETUHRBEFOREI UNEAFELZ
2577

RIET AR S B IRk

EREEERZT—ZF=ZA+BHER
BRETRSRAMBRE -



