RESULTS

Revenue

Revenue for the Year amounted to HK$1,542.4 million (2014:
HK$2,627.3 million), a 41.3% decrease over last year and comprised
gross rental income of HK$1,325.9 million (2014: HK$1,939.4 million),
property sales of HK$151.6 million (2014: HK$617.1 million), loss on
sales of investments held-for-trading on a net basis of HK$2.4 million
(2014: profit of HK$29.1 million) and others of HK$67.3 million (2014:
HK$41.7 million). The decrease in revenue was mainly due to the

decrease in gross rental income and sales of development properties.

Gross Profit

Gross profit for the Year amounted to HK$1,286.9 million (2014:
HK$2,204.6 million), a 41.6% decrease as compared with last year which
was mainly due to the decrease in net rental income of HK$615.1 million

and profit from property sales of HK$268.8 million.

Property Leasing

For property leasing, the rental revenue in retail section declined by
49.1% to HK$651.4 million while rental revenue in non-retail section
increased by 2.2% to HK$674.5 million during the Year. The total
rental income in revenue for the Year recorded a decrease of 31.6% to
HK$1,325.9 million as compared with last year of HK$1,939.4 million.

Together with the attributable rental revenue generated from associates
and an investee company of HK$196.0 million (2014: HK$221.2 million),
the total attributable rental revenue to the Group after non-controlling
interests amounted to approximately HK$1,520.2 million (2014:
HK$2,159.0 million), which representing a decline of 29.6% over last

year.

Attributable net rental income for the Year showed HK$1,374.9 million, a

31.6% decrease over HK$2,011.0 million in last year.
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RESULTS (Cont'd)

Property Leasing (Cont'd)

The decline in attributable rental revenue and net rental income are
mainly due to the disposals of subsidiaries holding Silvercord in January
2015 and The ONE in July 2015, since then the results of those
subsidiaries were not consolidated to the Group. In addition, an associate
of the Group (50% interest) disposed of a company that ultimately held
the office building namely Platinum located at Shanghai, the People’s
Republic of China (“Shanghai Platinum Disposal”) in September 2015.
Excluding the investment properties disposed of during the Year, the
attributable rental revenue and net rental income of the remaining

investment properties maintained stable performance over last year.
Property Development and Trading

During the Year, the attributable property sales revenue and the
relevant attributable profit from the Group and its associates recorded
a decrease of 87.99% to HK$248.2 million (2014: HK$2,056.6 million)
and a decrease of 90.8% to HK$66.0 million (2014: HK$715.0 million)
respectively, of which the attributable results from an investee company

was included for the year 2014.

The major components recorded in gross profit are sales of: Phase |,
Phase Il and parking spaces of Splendid City in Chengdu (100% interest)
generated profit of HK$0.4 million (2014: HK$6.3 million), HK$2.1 million
(2014: HK$41.5 million) and HK$7.7 million (2014: HK$124.8 million)
respectively and Tower 1 of The Metropolis in Chengdu (100% interest)
generated profit of HK$22.0 million (2014: HK$64.1 million).

Sales of One WanChai and parking spaces at The Zenith in Wanchai (both
87.5% interest) recognised during the Year had contributed an attributable
profit to the Group of HK$23.9 million (2014: HK$78.8 million) and
HK$4.7 million (2014: HK$5.9 million) respectively.

In respect of properties held by associates, Hing Wai Centre in Aberdeen
(50% interest) and The Coronation in Chongqging (25% interest)
generated profit of HK$0.1 million and HK$5.1 million respectively (2014:
Kwong Kin Trade Centre in Tuen Mun (40% interest) and Greenville
Residence in Yuen Long (50% interest) generated profit of HK$3.6 million
and HK$0.1 million respectively) as reflected in the share of results of

associates.
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RESULTS (Cont'd)

Property Development and Trading (Cont'd)

For the year ended 31st December, 2014, sale of The Coronation in West
Kowloon (15% interest) had contributed HK$389.9 million to investment
income upon recognition of dividend income. No similar dividend income

was received during the Year from the Group's investee company.

As at 31st December, 2015, deposits received from stock of properties
contracted to be sold amounted to HK$527.5 million. Of which, deposits
of HK$454.8 million were received from presale of 88 units of One South
Lane in Kennedy Town (100% interest) with contracted sale of HK$467.3
million (after discount), together with deposits of HK$72.7 million were
received for 11 units and 11 parking spaces of 55 Conduit Road located
in Mid-Levels West (70% interest) with contracted sale of HK$1,454.3
million and its attributable interest of sales to the Group amounted to
HK$1,018.0 million.

In summary, the Group together with associates executed properties
sale agreements, including presale agreements to third parties and
a connected person, recorded an attributable contracted sales of
HK$1,457.1 million (those subsidiaries and associate disposed of up to
the date of completion of disposal) (2014: HK$1,159.3 million) during
the Year. Total attributable property sale profit recognised for the Year was
HK$66.0 million (2014: HK$715.0 million).

Securities Investments

The Group has closely managed the securities investments with a view to
yield enhancement. During the Year, the Group recorded a realised loss
of HK$2.4 million (2014: realised gain of HK$29.1 million) on disposal of
listed investments held-for-trading (the gains/losses of which was included
in revenue) with gross proceeds of HK$720.1 million (2014: HK$466.9
million). In addition, a realised loss from sale of bonds of HK$33.7 million
(2014: realised loss from sale of bonds of HK$140.3 million and realised
gain from sale of preference shares of HK$1.2 million) was recognised.
The net realised loss for the Year was HK$36.1 million (2014: HK$110.0

million).

Furthermore, the Group recorded an unrealised gain of HK$333.5 million
(2014: unrealised loss of HK$402.5 million) representing the changes in
fair value of listed securities and bonds, which had no effect on the cash

flow of the Group.
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RESULTS (Cont'd)

Securities Investments (Cont'd)

During both years, there was no acquisition and disposal on listed equity

securities included in available-for-sale investments.

Summing up the above and adding the net income from dividend,
interest income, other net investment income and other finance costs
of HK$562.9 million (2014: net income from dividend, interest income,
other investment income and other finance income of HK$748.7 million),
the gain recognised on securities investments was HK$860.3 million
(2014: HK$236.2 million).

The respective income/expense from securities investments under

different categories are further elaborated below.
Listed Available-for-sale Equity Investments

The Group had not acquired and disposed any listed available-for-sale

equity investments for the years of 2015 and 2014.
Listed Investments Held-for-trading and Treasury Products

The listed investments held-for-trading and treasury products recorded a
profit before and after finance cost of HK$868.3 million and HK$860.3
million respectively for the Year (2014: profit before and after finance
income of HK$225.5 million and HK$236.2 million respectively).

Profit reflected in the consolidated statement of comprehensive income
for the Year comprised a gross loss from disposal of listed investments
held-for-trading of HK$2.4 million (2014: gross profit of HK$29.1 million),
a realised loss on bonds of HK$33.7 million (2014: realised loss on bonds
of HK$140.3 million and realised gain on preference shares of HK$1.2
million), an unrealised gain on fair value changes of listed securities and
bonds of HK$333.5 million (2014: unrealised loss of HK$402.5 million)
and dividend, interest income and other net investment income of
HK$570.9 million (2014: HK$738.0 million). Net relevant finance costs
for the Year was HK$8.0 million (2014: net relevant finance income of
HK$10.7 million) including interest expense of HK$17.3 million (2014:
HK$22.1 million) and exchange gain of HK$9.3 million (2014: HK$32.8

million).
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RESULTS (Cont'd)

Other Income and Expenses

Other income for the Year, which mainly came from net building
management fee income, asset management and maintenance services
income, property management services, leasing administration services
and property administration services income, advisory and consultancy
services income, rental services income and reversal of impairment in
respect of other receivable and interest thereon, increased to HK$134.9
million (2014: HK$95.2 million), representing an increase of 41.7% as

compared with last year.

During the Year, administrative expenses increased by 16.4% to
HK$344.8 million (2014: HK$296.3 million), the increase was mainly
due to the expenses incurred upon commencement of hotel operation in
Chengdu. Finance costs decreased by 19.8% to HK$316.9 million (2014:
HK$395.0 million) during the Year, including exchange gain of HK$9.3
million (2014: HK$32.8 million) on foreign currency loans hedged for
foreign currency securities investments. Other expenses amounted to
HK$0.3 million (2014: HK$122.1 million mainly consisted of interest on
sales deposits repaid to promissory purchasers of presold property units
under the La Scala project and pre-operating expenses incurred by the
hotel in Chengdu).

Other gains and losses recorded a net gain of HK$940.9 million mainly
comprised (i) gain on the One Disposal of HK$212.3 million and loss
on the Silvercord Disposal of HK$97.2 million (as disclosed in the
paragraph “Disposals of Subsidiaries to Connected Persons” below); (ii)
gain on disposals of the Group's entire issued share capital of Lucky
Benefit Limited and Rising Sheen Limited, both are indirect wholly-owned
subsidiaries of the Company, and their respective subsidiaries (“Chengdu
Project Disposal”) of HK$707.5 million; and (iii) gain on disposal of the
Group's entire issued share capital of Million Castle Investments Limited,
an indirect wholly-owned subsidiary of the Company of HK$118.4
million. For the year ended 31st December, 2014, other gains and losses
recorded a net gain of HK$2,912.4 million mainly comprised gain on
disposal of the Group's entire share capital of Value Eight Limited, an
indirect wholly-owned subsidiary of the Company, and its subsidiaries of
HK$2,917.6 million.
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Disposals of Subsidiaries to Connected Persons

(@

CHINESE ESTATES HOLDINGS LIMITED

As set out in the announcement of the Company dated 2nd
September, 2014 and the circular of the Company dated 23rd
September, 2014, (a) (i) Super Series Limited (“Super Series"),
an indirect wholly-owned subsidiary of the Company; (i) the
Company, being the guarantor of Super Series; (iii) Fly High Target
Limited (“Fly High Target"), a company wholly-owned by Mr. Joseph
Lau, Luen-hung ("Mr. Joseph Lau"), a substantial shareholder and
a controlling shareholder of the Company; and (iv) Mr. Joseph
Lau, being the guarantor of Fly High Target, entered into sale and
purchase agreements, namely “Silvercord First SP Agreement” and
“Silvercord Second SP Agreement”, pursuant to which Super Series
agreed to sell and Fly High Target agreed to acquire the entire
issued share capital of Brass Ring Limited (“Brass Ring") and Union
Leader Limited (“Union Leader”) respectively, both are indirect
wholly-owned subsidiaries of the Company; and (b) (i) Chinese
Estates, Limited (“CEL"), a direct wholly-owned subsidiary of the
Company; (i) the Company, being the guarantor of CEL; (iii) Coast
Field Ltd. (“Coast Field"), a company wholly-owned by Mr. Joseph
Lau; and (iv) Mr. Joseph Lau, being the guarantor of Coast Field,
entered into a sale and purchase agreement, namely “Silvercord
Third SP Agreement”, pursuant to which CEL agreed to sell and
Coast Field agreed to acquire the entire issued share capital of
Chinese Estates and Finance, Limited (now known as Silvercord
Finance Limited) (“CE Finance"), an indirect wholly-owned

subsidiary of the Company.

The disposal of Brass Ring, Union Leader, CE Finance and
their respective subsidiaries (collectively “Silvercord Group”)
(“Silvercord Disposal”) was completed on 13th January, 2015 at
a total consideration of approximately HK$7,656.1 million. Upon
completion, the Silvercord Group ceased to be subsidiaries of the
Company and its consolidated results, assets and liabilities were

ceased to be consolidated with those of the Group.
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Disposals of Subsidiaries to Connected Persons (Cont'd) HERBARFEEAL (B)
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Upon completion of the Silvercord Disposal, the Group recorded
loss on disposals of subsidiaries of approximately HK$97.2 million.
The loss was mainly derived from the increase in fair value of the
investment properties of HK$93.2 million due to revaluation of
the investment properties as at 31st December, 2014 (which is
carried out in accordance with the Group's accounting policies on
revaluation of the Group's investment properties as at reporting
date) as compared with the property valuation under the sale
and purchase agreements of the Silvercord Disposal dated 1st
September, 2014.

As set out in the announcement of the Company dated 12th
December, 2014 and the circular of the Company dated 7th
January, 2015, (i) Rich Lucky Limited (“Rich Lucky”), an indirect
wholly-owned subsidiary of the Company; (i) the Company, being
the guarantor of Rich Lucky; (iii) Market Victory Limited (“Market
Victory"), a company wholly-owned by Mr. Joseph Lau; and (iv) Mr.
Joseph Lau, being the guarantor of Market Victory, entered into a
sale and purchase agreement pursuant to which Rich Lucky agreed
to sell and Market Victory agreed to acquire the entire issued share
capital of Asian East Limited, an indirect wholly-owned subsidiary of
the Company, and its subsidiaries (collectively “One Group”) (“One

Disposal”).

The One Disposal was completed on 15th July, 2015 at a
consideration of approximately HK$5,020.6 million. Upon
completion, the One Group ceased to be subsidiaries of the
Company and its consolidated results, assets and liabilities were

ceased to be consolidated with those of the Group.

Upon completion of the One Disposal, the Group recorded gain
on disposal of subsidiaries of approximately HK$212.3 million.
The gain was mainly derived from the decrease in fair value of the
investment properties of HK$215.0 million due to revaluation of the
investment properties as at 30th June, 2015 (which is carried out
in accordance with the Group's accounting policies on revaluation
of the Group's investment properties as at reporting date) as
compared with the property valuation under the sale and purchase

agreement of the One Disposal dated 12th December, 2014.
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RESULTS (Cont'd)

Associates

The share of results of associates for the Year was a profit of HK§649.7
million as compared to HK$187.3 million for last year, the increase
was mainly attributable to share of an associate’s gain on disposal of
subsidiaries (net of tax) of approximately HK$514.1 million relating to the
Shanghai Platinum Disposal for the Year (2014: nil).

Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31st December, 2015 by B.l. Appraisals Limited (“B.
l. Appraisals”) and Vigers Appraisal and Consulting Limited (“Vigers
Appraisal”) whereas the investment property in the United Kingdom was
revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”). B.I.
Appraisals, Vigers Appraisal and Peak Vision Appraisals are independent
property valuers. An increase in fair value on investment properties of
HK$4,689.2 million (2014: HK$3,777.1 million) was recorded during the
Year. The unrealised fair value changes will not affect the cash flow of the

Group.

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO

Profit

Profit attributable to owners of the Company for the Year was HK$7,727.2
million as compared to HK$8,744.9 million for last year. The decrease in
profit for the Year was mainly arising from decline in attributable net rental
income as a result of the Silvercord Disposal and the One Disposal in
January 2015 and July 2015 respectively, decline in attributable property
sale profit, no dividend income from the Group's investee company in
respect of property development and trading and decline in net gain on
disposals of subsidiaries, despite increase in gain recognised on securities
investments, increase of fair value gain on investment properties and
share of gain on disposal of subsidiaries by an associate. Earnings per
share for the Year was HK$4.05 (2014: HK$4.58).
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO
(Cont'd)

Core Profit

The Group disposed of an investment property and certain investment
properties through disposals of subsidiaries and associates during the Year,
the costs of which are stated at fair value. Before disposal, such gain/
loss on fair value change is unrealised and recognised at the end of each
reporting period, but excluded from core profit as non-cash items. In the
year of disposal, such unrealised gain/loss has become realised; and in
computating core profit, accumulated fair value gain/loss from prior years

and current year are included as cash items.

If the net gain on the major non-cash items of HK$4,785.1 million (2014:
HK$3,877.4 million) are excluded, but the realised fair value changes
together with their respective deferred tax on disposals of investment
properties from the Group and its associates in current year recognised
loss for the Year of HK$154.6 million (2014: HK$0.3 million) is retained
and the accumulated realised fair value gain together with their respective
deferred tax on disposals of investment properties from the Group and
its associates recognised in prior years of HK$13,843.7 million (2014:
HK$55.0 million) is included, the Group will have a core profit attributable
to owners of the Company for the Year of HK$16,785.8 million (2014:
HK$4,922.5 million) and a core earnings per share of HK879.9 cents
(2014: HK258.0 cents), which were both 3.4 times to those in the year of
2014.

The major non-cash items represented the attributable unrealised fair
value gain on investment properties together with their respective deferred
tax from the Group and its associates of HK$4,785.1 million (2014:
HK$3,877.4 million).

Dividends
Final dividend of HK1 cent (year ended 31st December, 2013: HK50

cents) per share in total amount of HK$19.1 million for the year ended

31st December, 2014 was paid in cash on 5th June, 2015.

Special interim dividend of HK$4 per share in total amount of HK$7,630.5

million was paid in cash on 13th January, 2015.
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE AND CASH PAYMENT RATIO
(Cont'd)

Dividends (Cont'd)

Interim dividend of HK30 cents (half year ended 30th June, 2014: HK30
cents) per share in total amount of HK$572.3 million for the half year
ended 30th June, 2015 was paid in cash on 14th September, 2015.

Special interim dividends of HK$2.6 per share in total amount of
HK$4,959.8 million and HK$1.2 per share in total amount of HK$2,289.1
million (2014: HK$2.55 per share) were paid in cash on 15th July, 2015
and on 14th September, 2015 respectively.

Total dividends of HK$15,470.8 million were paid in cash during the Year.

On 21st December, 2015, the Board declared a conditional special
interim dividend of HK$2 per share, which is conditional upon completion
of the Pioneer Time Disposal (as disclosed in section headed “Assets
Classified as Held for Sale/Liabilities Directly Associated with Assets
Classified as Held for Sale” below). Subsequent to the end of the
reporting period, the completion of the Pioneer Time Disposal took place
on 15th January, 2016 and the payment of the conditional special interim
dividend was made on 20th January, 2016 in total amount of HK$3,815.2

million.
Repurchase

During the Year, the Company had not repurchased any of the Company’s

share.
Cash Payment Ratio

Based on (a) the core profit for the Year of HK$16,785.8 million (2014:
HK$4,922.5 million) or HK879.9 cents (2014: HK258.0 cents) per share;
(b) cash final dividend for the Year of HK1 cent (2014: HK1 cent) per
share proposed; (c) cash special interim dividend of HK$4 per share was
paid during the Year; and (d) cash interim dividend for 2015 of HK30
cents (2014: HK30 cents) per share and cash special interim dividend
of HK$2.6 and HK$1.2 (2014: HK$2.55) per share were paid during the
Year, the ratio of such cash payment to the core profit is 92.2% (2014:
110.9%).
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NET ASSET VALUE

As at 31st December, 2015, the Group's total net asset attributable to
owners of the Company amounted to approximately HK$40,247.6 million
(2014: HK$41,567.4 million), a decrease of HK$1,319.8 million or 3.2%
when compared with 2014. With the total number of ordinary shares
in issue of 1,907619,079 as at 31st December, 2015 and 2014, the
net asset value per share attributable to owners of the Company was
HK$21.10 (2014: HK$21.79). The movement in net asset value was
mainly due to (a) total comprehensive income for the Year attributable to
owners of the Company of HK$6,520.6 million; and (b) final, interim and
special interim dividends recognised as distribution during the Year totaling
HK$7,840.3 million.

There was no transaction on the listed equity securities investments
categorised as available-for-sale investments for the Year. The carrying
amounts of the listed equity securities investments reserve as at 31st
December, 2015 and 2014 were nil.

Other than disposal of subsidiaries holding Windsor House (as disclosed
in the "Other Information and Events After the Reporting Period”
under Chairman’s Statement of this annual report), the Pioneer Time
Disposal (as disclosed in section headed “Assets Classified as Held
for Sale/Liabilities Directly Associated with Assets Classified as Held
for Sale” below), the commitment for investment in the Cayman
Islands Partnership (as disclosed in the paragraph “Unlisted Securities
Investments” below), acquisition of a property in the United Kingdom
(as disclosed in the “Other Information and Events After the Reporting
Period" under Chairman’s Statement of this annual report), the existing
projects and those disclosed in the final results, the Group did not have
material acquisition or disposal of assets and any future plans for material

investment or capital assets.

SECURITIES INVESTMENTS

Listed Securities Investments and Treasury Products

As at 31st December, 2014, the carrying amount of the listed securities
investments and treasury products was HK$5,128.8 million. During
the Year, the portfolio was increased by a net purchase of HK$5,971.2
million. After adding the fair value gain of HK$333.5 million for the
Year, the listed securities investments and treasury products portfolio of
the Group became HK$11,433.5 million as at 31st December, 2015
representing 18.1% of total assets, which formed part of the Group's cash

management activities.
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SECURITIES INVESTMENTS (contd)

Listed Securities Investments and Treasury Products (Cont'd)

As at 31st December, 2015, the portfolio of HK$11,433.5 million (2014:
HK$5,128.8 million) comprised (a) listed equity securities (investments
held-for-trading) of HK$364.2 million (2014: HK$501.9 million) and (b)
bonds (financial assets designated as at fair value through profit or loss) of
HK$11,069.3 million (2014: HK$4,626.9 million).

Unlisted Securities Investments

The Group entered into a subscription agreement for commitment in
contribution of United States dollars (“US$") 100.0 million (equivalent
to approximately HK$775.0 million) in an exempted limited partnership
formed under the Exempted Limited Partnership Law (Revised) of the
Cayman Islands (“Cayman Islands Partnership”). As at 31st December,
2015, the Group has invested US$83.6 million (equivalent to
approximately HK$648.2 million) which was included in available-for-sale
investments.

ASSETS CLASSIFIED AS HELD FOR SALE/
LIABILITIES DIRECTLY ASSOCIATED WITH
ASSETS CLASSIFIED AS HELD FOR SALE

During the Year, Great System Investment Limited (“Great System”), an
indirect wholly-owned subsidiary of the Company, and Shengyu (BVI)
Limited (“Shengyu”), a wholly-owned subsidiary of Evergrande Real Estate
Group Limited which is independent of and not connected with the
Company, entered into an equity and debt transfer agreement, pursuant
to which Great System agreed to sell and Shengyu agreed to acquire the
entire issued share capital of Pioneer Time Investment Limited (“Pioneer
Time") ("Pioneer Time Disposal”).

The Pioneer Time Disposal was completed on 15th January, 2016 at a
consideration of approximately HK$12,448.3 million (after adjustment).
As at 31st December, 2015, a deposit of HK$1,250.0 million has been
received by the Group and included in deposits and receipts in advance.
As a result of the Pioneer Time Disposal, the assets and liabilities of
Pioneer Time have been presented as assets classified as held for sale
and liabilities directly associated with assets classified as held for sale
respectively in the consolidated statement of financial position as at 31st
December, 2015 in accordance with HKFRS 5 “Non-current Assets Held

for Sale and Discountinued Operations”.

Details of the Pioneer Time Disposal were set out in the announcement
of the Company dated 12th November, 2015 and the circular of the
Company dated 3rd December, 2015.
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RISK MANAGEMENT

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

Group.

EQUITY

The number of issued ordinary shares as at 31st December, 2015 and
2014 were 1,907,619,079.

DEBT AND GEARING

As at 31st December, 2015, the Group's bank and other borrowings
amounted to HK$14,531.8 million (2014: HK$16,548.9 million)
(excluding bank borrowings presented as liabilities directly associated with
assets classified as held for sale). Cash and deposits at banks amounted
to HK$2,849.8 million (2014: HK$4,719.2 million) (excluding cash
and deposits at banks presented as assets classified as held for sale),
pledged deposits amounted to HK$202.8 million (excluding pledged
deposits presented as assets classified as held for sale) (2014: HK$868.7
million) and net borrowings amounted to HK$11,479.2 million (2014:
HK$10,961.0 million).

Total debt to equity ratio was 36.0% (2014: 39.7%) and net debt
to equity ratio was 28.5% (2014: 26.3%), which are expressed as a
percentage of total borrowings, and net borrowings, respectively, over the
total equity of HK$40,325.4 million (2014: HK$41,652.6 million). The
decrease in the total debt to equity ratio was mainly due to the decrease
in borrowings. The increase in net debt to equity ratio was mainly due to

the decrease in equity after payment of special interim dividends.

However, if the listed securities investments and treasury products of
HK$11,433.5 million (2014: HK$5,128.8 million) are included, the net
debt to equity ratio will be 0.1% (2014: 14.0%).
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DEBT AND GEARING (contd)

As at 31st December, 2015, the Group’s bank and other borrowings of
HK$14,531.8 million (excluding bank borrowings presented as liabilities
directly associated with assets classified as held for sale), 59.5%, 1.2%
and 39.3% were repayable within 1 year, 1 to 2 years and 2 to 5 years
respectively. Of which the Group’s bank and other borrowings were
denominated in HK$ (52.1%), US$ (25.5%), Pound Sterling ("GBP")
(19.2%), Singapore Dollar (“SGD") (2.8%) and Euro (“EUR") (0.4%).
US$, GBP, SGD and EUR investment securities were hedged by US$, GBP,
SGD and EUR borrowings. The Group's bank and other borrowings in HK$,
US$, SGD and EUR were carried at interest rates calculated mainly with
reference to Hong Kong Interbank Offered Rate/prime rate/cost of funds;
bank and other borrowings in GBP were effectively carried at fixed rate
and with reference to cost of funds respectively. As at 31st December,
2015, about 81.1% of the Group's borrowings were on floating rate
basis and 18.9% were on fixed rate basis. No hedging for interest rate is

subsisted at the end of the reporting period.

PLEDGE OF ASSETS

As at 31st December, 2015, the Group had pledged the following assets

with their respective carrying amounts:

(a) The Group's investment properties of approximately HK$26,527.8
million (2014: HK$44,156.9 million) (including investment
properties presented as assets classified as held for sale), properties
of HK$505.5 million (presented as assets classified as held for
sale) (2014: HK$1,509.3 million), stock of properties of HK$958.0
million (2014: nil) and time deposits of HK$253.4 million
(including time deposits presented as assets classified as held
for sale) (2014: HK$857.9 million) were pledged to the Group's
bankers to secure general banking and loan facilities granted to the

Group.

(b) The Group's investments held-for-trading and bonds with carrying
amounts of approximately HK$11,433.5 million (2014: HK$5,048.7
million) and cash deposits of HK$8.6 million (2014: HK$10.8
million) were pledged to the Group's financial institutions to secure
margin and securities facilities granted to the Group in respect of
securities transactions, of which approximately HK$5,389.8 million
(2014: HK$1,713.7 million) was utilised as at 31st December,

2015 as borrowings due within one year.
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PLEDGE OF ASSETS (contd)

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

the Group.

REPURCHASE GUARANTEE

As at 31st December, 2015, the repurchase guarantee no longer exist

upon completion of the Chengdu Project Disposal.

FINANCIAL AND INTEREST INCOME/
EXPENSES

Interest income was included in revenue, other income and investment
income (2014: included in revenue and investment income). Interest
income for the Year was HK$766.5 million, representing a slight increase
of 3.7% over 2014 of HK$739.0 million.

Finance costs included interest expenses on bank loans, other loans and
amount due to a non-controlling shareholder; exchange difference on
translation of foreign currency loans; and arrangement fee and facility
and commitment fee expenses. Interest expenses for the Year amounted
to HK$290.0 million, representing a decrease of 23.7% over last year of
HK$380.3 million. Interest capitalised for the Year was HK$68.3 million
as compared to HK$142.3 million for last year, the decrease in interest
expenses and interest capitalised were mainly due to decrease in total
borrowings following certain disposals of subsidiaries during the Year.
The average interest rate over the year under review was 2.39% (2014:
2.53%), which was expressed as a percentage of total interest paid over

the average total borrowings.

REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME

As at 31st December, 2015, the Group employed a total of 582 staff
in Hong Kong (2014: 624 staff) including about 269 staff (2014: 266
staff) employed under the estate management company in Hong Kong.
Following the Chengdu Project Disposal, there was only 4 staff in the
offices at Mainland China (2014: total 739 staff, which included about
197 staff of the estate management company and 370 staff of the hotel
in Chengdu).
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REMUNERATION POLICIES, SHARE OPTION
SCHEME AND SHARE AWARD SCHEME (contd)

Employees were remunerated on the basis of their performance,
experience and prevailing industry practice. Remuneration packages
comprised salary and year-end discretionary bonus based on market
conditions and individual performance. The executive Directors continued
to review employees’ contributions and to provide them with necessary
incentives and flexibility for their better commitment and performance. No

share option scheme was adopted during the Year.

The Company had adopted a share award scheme (“Share Award
Scheme”) in 2009. The Share Award Scheme is to recognise and reward
certain employees for their contributions to the Group and to give long-
term incentives for retaining them for the continued operations and
development of the Group. Details of the Share Award Scheme were set
out in the Company's circular dated 23rd December, 2008. No share was

granted under the Share Award Scheme during the Year.

MAINLAND CHINA AND THE UNITED KINGDOM

Profit contribution from the Group's investment in Mainland China (mainly
included in gross profit, fair value changes on investment properties,
share of results of associates and taxation) for the Year amounted to
HK$1,340.6 million (including gain on disposals of subsidiaries (as
disclosed in the paragraph "Other Income and Expenses” above) and
share of associate’s gain on disposal of subsidiaries (net of tax) (as
above)) (2014: HK$155.2

million). Renminbi exchange loss included in other comprehensive

disclosed in the paragraph “Associates”

expenses amounted to HK$70.1 million related to subsidiaries and
associates disposed of during the Year, the remaining foreign operations
amounted to HK$51.5 million. The Group's net investment in Mainland
China as at 31st December, 2015 amounted to HK$1,772.9 million
(2014: HK$9,979.7 million) representing approximately 4.4% of the
Group's total equity.

Further, the Group's investment property in the United Kingdom with
carrying amount of GBP351.5 million as at 31st December, 2015
(equivalent to approximately HK$4,037.1 million) (2014: GBP390.9
million (equivalent to approximately HK$4,720.1 million)) contributed
a loss of HK$392.7 million (2014: profit of HK$1,036.7 million) to
the Group for the Year. As at 31st December, 2015, the Group's net
investment in the United Kingdom amounted to HK$1,613.1 million
(2014: HK$2,078.5 million) representing approximately 4.0% of the
Group's total equity.
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LISTED SUBSIDIARY

The Group did not own any listed subsidiary at the end of the reporting

period.

PROPERTY VALUATION

Property valuations in respect of the Group's investment properties in
Hong Kong and Mainland China have been carried out by B.l. Appraisals
and Vigers Appraisal as at 31st December, 2015 and 2014, both are
independent qualified professional valuers. For the investment property in
the United Kingdom, the valuations as at 31st December, 2015 and 2014
were carried out by Peak Vision Appraisals, another independent qualified
professional valuer. Their valuations were based on investment method
and/or direct comparison method as the valuation methodologies and

were used in preparing 2015 final results.

The Group's investment properties were valued at HK$30,598.9 million
(2014: HK$48,917.2 million) (including those presented as assets
classified as held for sale), an 17.1% increase over 2014 after adjusted
for the additions and disposals of investment properties and those
transfer to stock of properties during the Year. The increase in fair value
of approximately HK$4,689.2 million was recognised in the consolidated
statement of comprehensive income for the Year. The Group also
shared an increase in fair value of investment properties of associates of
HK$82.0 million (adjusted deferred tax of HK$3.9 million) for the Year.
Development properties and non-investment properties of the Group
were stated at cost less impairment, if any, in these consolidated financial

statements.

The increase in fair value of approximately HK$4,689.2 million was mainly
attributable to increase in fair value of MassMutual Tower and Harcourt
House, while most of the remaining investment properties showed a
decrease in fair value of properties in Hong Kong as a result of rental rates
of certain retail business sectors have shown indications of reaching their

peaks.
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